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Abstract
Since successful economic reform and opening-up policy in 1978, Chinese
firms have made great process in and outside of China. Telecommunication
industry has been a weak point for China during the 1990s, but in less than 20
years’ time, Chinese indigenous mobile phone companies have made a quick
catch-up in recent years. Chinese mobile phone firms such as Huawei, Xiaomi
and Lenovo has made great progress and these firms have already dominated its
domestic market for few years, exceeding incumbent leaders such as Apple and
Samsung. Nonetheless, these rapid grown Chinese mobile phone companies tend
to suffer from sustainable growth. Of these firms, Huawei not only showed the
most achievements but also tends to sustain and further develop its growth at the
international level. Based on current trend, under the same external environment
such as changes in market demand and government support and restrictions,
Huawei differentiates itself from other indigenous competitors. This study
examines the underlying internal resources and empowerment strategies that
Huawei implemented in order to gain sustainable competitive advantage.

Keyword: Huawei, Telecommunication industry, Internal resources, Mobile
phone, Empowerment strategy
Student Number: 2014-24228
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Chapter僝
僝. Introduction

1. Research Background
Since the beginning of the opening-up and reform policy in China in 1978,
the Chinese economy has been growing at a rapid speed. With the rapid
development of the Chinese economy, the Chinese government and firms have
tried many means to enter the globalized market. This “internationalized” and
rapid development is supported by the development of Chinese multi-national
companies (MNCs), especially those in high-tech industries. Telecommunications
has been one such sector that the Chinese government has been trying to develop
for more than 30 years. Chinese telecommunication firms—the present research
is focused on the specifically mobile phone firms—have indeed made a big
progress in the last decade. Nonetheless, it is an inconvertible fact that many of
those Chinese indigenous telecommunication firms have succeeded in the
domestic market, but have shown somewhat limited development in the global
market. Chinese mobile phone companies such as ZTE, TCL, Lenovo, Xiaomi,
and Huawei entered the top 10 of smartphone vendors worldwide since 2014.
However, most of these firms’ market share is due to their domestic market size
(population and subscribers wise).



Among those who have shown success in the domestic market but failed in
the world market, there is a firm that is not only catching-up but also becoming
one of the leading global mobile phone companies: Huawei Technologies. It has
been only 9 years since Huawei started its mobile phone manufacturing business,
and only 6 years since it entered the smartphone market. At the initial stage of its
entry into the smartphone business in 2010, Huawei’s worldwide market share
was only 1.5%, but in less than 5 years, Huawei has become world’s third largest
smartphone vendor, after Samsung and Apple, with a 9.3% share (Data provided
by Trend Force, January 2016). In the Chinese domestic market, of course,
Huawei’s market share topped other indigenous competitors from the first quarter
of 2015. In the Wall Street Journal’s interview of Chen Li-fang, the head-vice
president of Huawei, he mentioned that 65% of Huawei’s sales come from
overseas sales. 1 In less than 10 years of experience as a smartphone vendor and
less than 30 years since its foundation, it is surprising how Huawei has succeeded,
both domestically but especially in the international market. In such
circumstances, the question of how Huawei became successful in both domestic
and international markets, differentiating itself from peer Chinese indigenous
firms, is of great interest.

1

The Secret of Huawei’s Success. (2016). WSJ. Retrieved 30 June 2016, from
http://www.wsj.com/articles/the-secret-of-huaweis-success-1414963782




僌 Research Question 1: What are growth-enhancing determinants (internal
resources) that made Huawei successful both in domestic and international
markets?
䳜 Research Question 2: What kinds of strategies were implemented to
empower these internal resources?

2. Research Outline
In the next chapter, the theoretical background of how and why core internal
resources (human resources, technological resources, and structural-cultural
resources) affect a firm’s growth will be elaborated. On this basis, the analytical
framework of this research will be suggested. For the next chapter, a brief
overview of Chinese telecommunication industry will be given. Based on the
theoretical background and analytical background, the next part of this research
will analyze the case study of Huawei. Huawei’s firm profile and its history will
be

explained,

followed

by

Huawei’s

current

achievements

and

internationalization process. Then, what kinds of strategies were made by Huawei
to empower its internal resources and how these strategies affected Huawei in
terms of successful catch-up with the incumbents and internationalization in the



fierce competition in the world mobile phone market will be explained. Based on
the analytical results, there will be a discussion on compared to Huawei, why
other large Chinese mobile phone companies (in this case, Xiaomi) have not been
successful in maintaining their growth. In the final chapter, concluding remarks
and limitations for this research will be elaborated.




Chapter僞
僞. Theoretical Background and Analytical Framework
1. Literature Review
There exist many empirical studies on determinants of firm growth.
Resource-based theories emphasizes that internal resources are crucial factor for
sustainable competitive advantage. In a study by Grillitsh and Nilsson (2014),
they contend that; “A firm’s competitive performance is based on its internal
resource constellation, coupled with accessible external resources, and its ability
to apply these resources productively.” 2 Based on Grant (2001), 3 internal
resources include financial resources (cash, retained earnings), physical resources
(geographic location and equipment), human resources (skills and abilities of
individuals), and organizational resources (reporting structures and relationships).
Internal capability can be defined as “a subset of resources that enable a firm to
take full advantage of other resources.” 4 A firm’s internal capacities establish
strategies that will further develop its competitive advantage.


2

Grillitsch, M., & Nilsson, M, “Technological competencies and firm performance: Analyzing the importance
of internal and external competencies.”, Proceedings in Food System Dynamics, 26-41. (2014) Pp. 26

3

Gilmore, A., Carson, D., & Grant, K, “SME marketing in practice.”, Marketing intelligence & planning, 19(1),
6-11. (2001)

4

Barney, J.B., & Hesterly, W.S. “Strategic Management and Competitive Advantage”, (Upper Saddle River,
NJ: Pearson/Prentice Hall,2006) ,Chapter 3




In this study, among many internal resources, human resources,
technological resources, and organizational resources will be considered. Huselid
(1995) contended that human resource management affects a firm’s productivity
and financial performance. 5 He also argued that human resource management
practices can motivate employees, and that this motivation can encourage
employees to work more efficiently. Regarding motivating employees, many
studies highlighted this specific factor. Among these, Pinnington and Edwards
(2000) categorized motivation into two types: that of individuals and that of
groups. 6 The former focuses on needs of individuals, and the later emphasizes on
the equity principal. In the extension of encouragement of employees, Employee
Stock Ownership Plans (ESOPs) are utilized by many successful companies
worldwide. Zhu et al. (2013) 7 explain that because of China’s special
institutional structure, ESOPs in China can be seen as “pure results of the ESOPs
themselves.” According to their framework, ESOPs will give employees financial

5

Huselid, “The impact of human resource management practices on turnover, productivity, and corporate
financial performance.”, Academy of Management Journal, 38(3),(1995) pp 635–672.

6

Pinnington, A., & Edwards, T. “Introduction to human resource management.”,(Oxford: Oxford University
Press, 2000), pp. 160–162.

7

Zhu, Z., Hoffmire, J., Hoffmire, J., & Wang, F, “Employee stock ownership plans and their effect on
productivity: The case of Huawei”, International Journal of Business and Management Invention, 2(8),(2013)
pp17–22.




incentives, which will lead to motivation and commitment to the company and
reduce employee turnover, which will eventually increase productivity and
profitability.
Technology resources are another factor to consider in firm growth. In
order to gain technological resources, the most common activity for firms is
Research and Development (R&D). There are many studies on the relationship
between R&D and firm growth. Stam and Wennberg (2009) 8 asserted that in the
case of high-tech firms, a firm’s R&D efforts positively affect new product
development, which enhances its growth rate. Parkes et al. (1985) and Deng et al.
(1999) 9 argued that there exist positive relationships between R&D expenditures
and patents, and that patents and firm performance are positively related. From
these previous researches, it is clear that a firm’s R&D efforts, which can be
shown as R&D expenditures, affect the firm’s growth by new product
development and new patent developments.
Many studies have been conducted related to organizational culture and
firm performance. According to studies by Deal and Kennedy (1982) and Peters

8

Stam, E., & Wennberg, K, “The roles of R&D in new firm growth,” Small Business Economics, 33(1), (2009)
pp 77-89

9

Deng, Z., Lev, B., & Narin, F, “cience and technology as predictors of stock performance”, Financial Analysts
Journal, 55(3),(1999) pp 20-32.




and Waterman (1982), 10 organizational culture can be defined as a complex set
of values, beliefs, assumptions, and symbols that define the way in which a firm
conducts its business. Barney (1986) asserted that when a firm has a valuable,
rare, and imperfectly imitable culture, a firm will retain sustained competitive
advantages and enjoy the positive economic consequences of its cultures. 11
Moreover, a firm’s culture is not easily transferred; thus, it is important for a firm
to build an organizational culture of its own. Organizational structure is defined
as the set of means and processes devoted to formal organization of the firm. 12
Duane et al (2001) claimed that integrating entrepreneurship and strategic
management actions is crucial to creating firm’s wealth. Likewise, Zahara and
Covin (1995) suggest that corporate entrepreneurship and company’s financial
performance are positively related. They also assert that empowerment of
entrepreneurship can be a mean for a company to improve its long-term financial
performance.

2. Analytical Framework


10

Deal, T. & Kennedy, A, “Corporate cultures”, Reading, Mass.: Addison-Wesley Pub. Co., 1982

11

Barney, J. B. “Organizational culture: can it be a source of sustained competitive advantage?”, Academy of
Management Review, 11(3),1986, pp 656-665.

12




This study will focus on the determinants of Chinese telecommunication
firm- Huawei Technologies’ growth in terms of its internal resources. Based
on the theoretical backgrounds mentioned in the previous section,
independent variables in the present study are human resources, technological
resources, and structural-cultural resources. The dependent variable is firm’s
growth. This research will analyze how the independent variables influence
the dependent variable; external factors such as market conditions and
government support will not be discussed, since this study only focuses on
the internal elements of the firm. Thus, market conditions and government
support or restrictions are considered as control variables. The core question
of how these independent variables affect the dependent variable is to be
answered in Chapter 4. The analytical framework is shown in the figure
below.




Figure1. Analytical Framework of this study

Source: Author (2016)

The reason Huawei was chosen for the case study subject in this research
is as follows. Some contend that Huawei’s high performance in such a short
period comes from the benefit of the giant-sized domestic market. Nevertheless,
of all 91 Chinese firms listed in the global top 500 companies represented by
Fortune Magazine, Huawei was the only one of which its overseas sales were
more than half of its whole sales. 13 Besides, one of Huawei’s biggest domestic
competitors, Xiaomi, used to achieve higher revenue growth, market share in and
out of China. However, in 2015, while Huawei’s YoY (Year-on-Year) revenue
growth was 73%, Xiaomi’s performance in YoY revenue growth was only 5%.

13

Fortune 500. (2015). Fortune. Retrieved 25 June 2016, from http://beta.fortune.com/fortune500/list/

Huawei ranked no. 228 in 2015 and no. 285 in 2014.




From this performance proofs, it is clear that Huawei distinguishes itself from the
other domestic-market driven telecommunication firms that are showing limits in
their growth. Therefore, this paper will focus on how Huawei’s internal resources
have affected its success in globalized catch-up and growth.




Chapter僟
僟1 Overview of the Telecommunication Industry
in China
The Ministry of Industry Information and Technology (MIIT) of China
defines telecommunication firms as electronics companies with high technology
that pursue both R&D and show good management performance, as well as
township and village enterprises (TVEs) manufacturing electronics products.
These latter companies are generally small-sized and scattered over the country;
they deliver products to large-sized firms or independently produce their own
brands. The category also includes FDI firms in the form of wholly foreignowned enterprises, equity joint ventures, and contractual joint ventures.
Cited from Chen and Wen, “The communications industry is a landmark
sector for China in terms of innovation.” 14 Mobile phone service started in 1987
in the Chinese market. At the initial stage of this service, the annual average
growth rate of mobile phone service was 200%. This skyrocketed growth in
demand for mobile telecoms was due to low fixed-line telephone penetration and
high costs for fixed-line telephones. At that period of time, fixed-line telephone
penetration was only 5% due to the difficulty of constructing fixed-line

14

Chen, S. H., & Wen, P. C. “The Evolution of China’s Mobile Phone Industry and Good-enough Innovation.”,
China As an Innovation Nation, (2016), pp 261




infrastructure all over the Chinese mainland.

15

Therefore, the Chinese

government chose to extend wireless telecommunications instead of fixed-line
telephones. This provided great entry opportunities for the world’s leading mobile
phone firms such as Motorola, Ericsson, and Nokia. During the 1990s, the
Chinese mobile phone market was dominated by foreign firms with their highend brand image and high technology. A few years later, Chinese indigenous
mobile phones emerged in the Chinese market. With the development of local
brands, the Ministry of Information Industry (MII) was established, which
provided a basic framework for growth of Chinese local mobile phone brands.
The MII enforced licensing regulation for those who wanted to enter the Chinese
market. Licenses were first given in 1999 to local Chinese companies such as
TCL and ZTE. From then on, indigenous brands’ market share increased
enormously. In 2003, 30 GSM and 19 CDMA mobile phone manufacturers
received licenses, and of 37 enterprises receiving this license, 24 were local
Chinese enterprises. 16


15

軺蔒茻. (1996). [㩅ạ] 㩅ạ㢌 㢨┍䋩㐔㐐㣙Ḱ ὤ㍔ⵐ㤸㤸⣩. Ḱ䚍ὤ㍔㥉㵹, (92), 9-12. P9-10

16

Zhu, H., Yang, Y., Tintchev, M. T., & Wu, G, “The interaction between regulation and market and
technology opportunities: A case study of the Chinese mobile phone industry. “, Innovation, 8(1-2),(2006), pp
102–112.




Table1. Summary: Chronological review of China’s telecommunication industry
1987

Start of mobile phone service


Average annual growth of industry=200%



Fixed-line telephone penetration 5% (due to land size)



Easier for government to extend wireless telecommunication s
ystem

Early
1990s



Dominated by global mobile phone companies



Ministry of Information Industry (MII) enforced licensing regu
lations toward foreign companies

Late
1990s



First license was given to local Chinese companies (ZTE, TC
L)
Share of indigenous brands increased


Early
2000s



2003; GSM and CDMA licenses were given (24 out of 37 w
ere local enterprises)

Late
2000s




3G licenses boosted low-cost smart phone market in China
Chinese local brands started dominating domestic market by l
ow-end market targeting strategies

2010s



China became world’s fastest growing and largest mobile pho
ne market
Chinese local brands (Huawei, Xiaomi, Lenovo etc.) emerged
as strong players both in local and international market



Source: Summarized by Author (2016)

Though indigenous firms’ market share declined in 2003 (Figure 2.), in 2009,
with issuance of 3G licenses, low-cost smart phones started dominating Chinese
mobile phone market. With indigenous mobile firms’ low-cost smart phone
marketing, in 2012, local smart phone brands became leading players in the




Chinese mobile phone market. 17 As can be seen from Table 2, it is visible that
after year 2012, more than 3 of 5 top mobile phone vendors in Chinese mobile
phone market have been Chinese domestic firms. From this, it is clear that
Chinese local brands are outperforming foreign firms in contrast to what it used
to be in the 1990s.
Figure2. Mobile phone market share in China;
Foreign vs. Indigenous firm (1998- 2007)
/CTMGVUJCTGUKP%JKPC UOQDKNGRJQPGOCTMGV
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Source: adapted from Kushida (2008)
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Table2. Top 5 vendors in terms of market share in
Chinese mobile phone market (2008-2016)
#

#

2008

2010

2012

2013

2015

2016 Q1

#

Nokia

39.4%

29.3%

#

#

#

#

Foreign

Samsung

16.5%

18.7%

17.4%

19.8%

#

#

#

LG

8.5%

#

#

#

#

#

#

Sony

8.1%

#

#

#

#

#

#

Motorola

8.4%

16.4%

#

#

#

#

#

Apple

#

5.4%

9.8%

#

13.4%

11.2%

#

Lenovo

#

#

11.0%

13.2%

#

#

#

ZTE

#

#

9.1%

#

#

#

Indigenous

Huawei

#

#

8.7%

10.1%

14.5%

15.8%

#

Coolpad

#

#

#

11.4%

#

#

#

Xiaomi

#

#

#

#

15.1%

12.3%

#

OPPO

#

#

#

#

8.1%

13.1%

#

VIVO

#

#

#

#

8.0%

12.0%

Source: Arranged by author cited by variety of sources (2016)

Development of the Chinese mobile phone industry started in 1987,
introduced by China Mobile Communications Corporation (CMCC). The first
generation of wireless telecommunication used standards of Advanced Mobile
Phone System (AMPS), Total Access Communication System (TACS), and
Nordisk Mobil Telefoni (NMT). However, this generation of China’s
telecommunication equipment industry can be seen as a failure due to unstable
signals and eavesdropping problems. The second generation mobile phones
started using Global System for Mobile Communications GSM) and Code


Division Multiple Access (CDMA), enabling data transfer function in addition to
the simple call function. The third generation mobile phones combined the
wireless communication function with multimedia communication ability,
making a huge improvement in data transmission. Then, in the next phase, China
used three standards: CDMA2000 (the U.S. standard), WCDMA (European
standard), and TD-SCDMA (China’s own unique standard). 18 In 2008, the MII19
launched 3G licenses, then, in December 2013, issued 4G LTE licenses.
China

currently

owns

one

of

the

world’s

fastest

growing

telecommunication markets and operates the world’s largest fixed and wireless
telecommunication networks. In February 2016, China had approximately 1.29
billion mobile subscribers and became the world’s biggest smartphone market in
terms of subscribers. Chinese mobile sector is still expanding at 5~10% per
annum while the number of fixed line subscribers are declining. According to
International Data Corporation (IDC), China has nearly 1 billion mobile phone
users, roughly 40% of whom are currently using smartphones. China’s

18

Chen, J. & Xiaorui, H, “Smarrtphone market in China: Challenges, opportunities, and promises”, Mobile
Services Industries, Technologies, and Applications in the Global Economy, ed. In Lee, 120-132 (2013),
accessed July 03, 2016.
19

The Ministry of Information and Industry (MII) later became the basis of establishment of the Ministry of
Industry and Information Technology (MIIT) in 2008. The MIIT is responsible for postal, internet, wireless,
broadcasting, communications, production of electronic and information goods, software industry, and
promotion of knowledge economy.




smartphone penetration rate reached 62% in 2014 among people between 16 and
59 year-old according to a Nielsen survey. The smartphone penetration rate in
Chinese rural areas among this same age group was only 32% in Q4 2014.
Chinese growth in the mobile phone market had been surprisingly robust until
2014, but mobile phone sales in China mainland fell by 4 percent during the
second quarter of 2015. 20 This downturn in sales may mean that the Chinese
domestic mobile phone market has matured.
Table3. Overview of current Chinese telecommunication market
Population

1,367,485,388 (July,2015)

Mobile subscribers

1283.74 million (Feb, 2016)

Transaction volume of smartphone market

98.9 million (2Q, 2015)

Smartphone Users

525.8 million (Dec. 2015)

Smartphone penetration

38.6% (Oct. 2015)

Source: Arranged by Author, data adapted from The World Fact Book

In less than 20 years’ time, Chinese indigenous firms’ caught up quickly,
outperforming international premium brands. Chinese indigenous mobile phone
vendors such as Huawei, Lenovo, and Xiaomi are improving their positions in
competition with high-end smart phone firms such as Samsung and Apple in the

20

Source: Gartner




world mobile phone market. Moreover, Chinese mobile phone firms are engaging
in merger activities. For instance, Lenovo took over Motorola in 2014 and
absorbed Lenovo into Motorola, due to Motorola’s strong brand awareness and to
enter into the high-end mobile phone market. Chinese indigenous mobile phone
vendors have dominated Chinese domestic market and have been showing
comparatively good performances in the past few years. Nonetheless they still lag
behind Samsung and Apple in the world mobile phone market, which have been
the leading company for many years in this market. However, considering
Huawei’s rapid growth, how the market will change in the foreseeable future is
unclear.




Chapter僠
僠. Case Study: Huawei Technologies
1. Firm Profile
In the early phases of opening-up and reform in China, telecommunication
infrastructure was exceptionally weak, which made it crucial for the Chinese
government to adopt a three-pronged strategy of importing foreign equipment,
encouraging joint-venture (JV) equipment manufacturing, and promoting
indigenous R&D. 21 At the end of 1987, as the push for the telecommunication
switch technology became more of a priority, Ren Zhengfei, a former member of
the People’s Liberation Army (PLA), established Huawei Technologies,
producing switches at the end of 1987.
In 1990, Huawei started to develop its own simple switches. To
differentiate itself from other domestic firms, Huawei opposed to choose the
international joint-venture route, and decided to develop its own technology by
doing in-house R&D. At this period, Huawei had approximately 500 R&D staffs
to develop own products. Huawei released its first major product developed inhouse in 1993, which was the large-scale switch (C&C08 program) that helped

21

Ahrens, N. “China's Competitiveness: Myth, Reality, and Lessons for the United States and Japan: Case
Study: Huawei.”, 2013




Huawei to receive a key contract to supply the PLA’s first national
telecommunication network. This was the first success made by Huawei’s inhouse R&D.
With this first success and success and through Ren Zhengfei’s strategy of
‘surrounding the cities with the countryside’ inspired by Mao Zedong, Huawei
started to deploy small cities in rural areas, and emphasized customer service and
customizability. With this strategy, it gained domestic market share and started
entering mainstream market. Huawei started to develop into a large-scale
telecommunication firm supported by Chinese government and signed a key
contract of building telecommunication network for People’s Liberation Army of
China. By 1996, Huawei’s market share in the Chinese domestic switch market
increased up to 20%; a couple of years later with low-cost and aggressive
marketing strategies, Huawei was able to overtake Shanghai Bell, which had been
the leading switch company.
In 1997, Huawei first made its way to overseas gaining first overseas
contract with Hong Kong’s firm. Two years later, Huawei built a overseas R&D
center in India to develop telecommunication software. From 2000, Huawei
started its internationalization by entering Asia, Mid-east, and North African
markets. In 2001, Huawei entered Europe and U.S markets. Huawei’s



internationalization strategy matches its domestic market strategies, following
Mao Zedong’s strategy of ‘surrounding the city with the countryside’. Huawei
started its internationalization with markets where telecommunication strategies
were comparatively poor, then proceeding to the advanced markets. 22
In 2007, Huawei first started its mobile phone manufacturing business,
and in 2010, Huawei started to enter the smartphone market. Huawei now has 16
R&D centers around the world, including countries as China, India, Russia, Italy,
France, U.S.A, Germany and Sweden. With successful performance in both
indigenous and international mobile phone markets, Huawei became one of the
leading mobile phone vendors worldwide, and continues to grow.

2. Performance
1) Revenue
Started as an indigenous switch firm, approximately two-thirds of
Huawei’s revenue now comes from international markets, Huawei has become a
global company at the current stage of its development. Since Huawei first started

22

Ahrens, N, China's Competitiveness: Myth, Reality, and Lessons for the United States and Japan: Case
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its mobile phone manufacturing business in 2007, Huawei’s revenue has grown at
an average rate of 17.7% per year. Even with the 2008 financial crisis, Huawei
continued to grow, compared to other global telecom equipment competitors, like
Ericsson, which underwent difficulties in regaining their footing in the global
market. In 2012, Huawei came very close to catching-up with Ericsson, and
surpassed it in the second quarter of 2012 in terms of sales revenue.
Table4. Huawei’s Sales Revenue growth (2007-2015)
2007

2008

2009

2010

2011

2012

2013

2014

2015

Sales Revenue
(CNY mil)

93,792

125,217

149,059

185,176

203,929

220,198

239,025

288,197

395,009

YoY Growth Rate

-

33.0%

19.0%

24.0%

10.0%

7.9%

8.5%

20.0%

37.0%

Source: Data adapted by Huawei Annual Report 2007-2015, calculated by Author (2016)

In 2015, Huawei took 15% of worldwide smartphone devices sales
revenue and 51% of the Chinese domestic market. Thus, not only was Huawei the
leader in the Chinese mobile phone market, it also became the world’s third
largest mobile phone vendor. As of January 2016, Huawei’s revenue overseas
comprises about 65% of its total revenue.




Figure3. Sales Revenue of mobile phones; World, China, Huawei (2013- 2015)
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Source: Data adapted by Huawei Annual Report 2007-2015 and Statista Data, arranged by Author
(2016)

2) Market Share
At the initial stage of 3G technology, Huawei’s market share in the
worldwide mobile phone market was only 1.5%. With its low-cost, high-quality
telecom products, Huawei was able to become the third biggest mobile phone
vendor in terms of shipments, after Samsung and Apple, in 2105. Huawei takes
up about 9% of the world mobile phone market share. Huawei showed its
skyrocketing performance not only globally, but also, naturally in the Chinese
domestic market. In 2012, Huawei’s domestic market share was 8.7% but in the



first quarter of 2016, Huawei’s market share grew to be 15.8%, becoming the
indigenous mobile phone firm holding the largest market share in the Chinese
mobile phone market.
Figure4. Worldwide mobile phone market share (2010–2016)
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Source: Data adapted by IDC, arranged by author (2016)

3) Government support
Huawei is a private-owned company, unlike many other state-owned
enterprises (SOEs) in China. As it is a privately owned company, it is quite
unclear how much support Huawei is given by the Chinese government. Ren
Zhengfei, the founder of Huawei, had had a career in the People’s Liberation
Army (PLA) Engineering Corps, which may lead to Huawei’s secretive relations



with the government. Nonetheless, there are no concrete facts concerning this
relation. Therefore, in this study, only official support of the Chinese government
to Huawei will be discussed.

䳜G Geographical advantage
At the foundation of Huawei in 1988, Huawei headquarter was set up in
Shenzhen, which was designated a Special Economic Zone (SEZ) by the Chinese
government. In this period, in order to enhance its open-up and reform policy, the
Chinese government supported firms that are located in SEZs. Due to this
location advantage, Huawei was able to get preferential construction loans and
tax reductions.

䳜G Telecommunication Industry Policy
As mentioned in Chapter 2, the Chinese government started to execute
policies to enhance domestic Chinese telecommunication companies. In 1998, in
order to protect the industry before entering WTO, the MII and State Council
issued policies that can increase the growth of indigenous telecommunication
firms. They pushed the promotion of domestic firms over foreign firms and set



market share targets. 23 The State Council and MII regulated investment of
foreign firms, and “Buy Local” campaigns. Moreover, coming at a time of rapid
market growth and demand, Huawei’s performance was influenced by this type of
government policy at the initial stage of its development.

䳜G Foreign Policy
The Chinese government supported high technology enterprises by priority of
access to capital resources and raw materials and preferential tax policies, such as
the “Go Out (or Go Global) Policy.” Moreover, in the 2006 Sino–African Summit,
the Chinese government included telecommunication firms as Huawei in the
country’s foreign policies. In this summit, Huawei was able to sign many
contracts with African countries.
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Chapter僡
僡. Analysis and Findings
1. Human Resources
1) Overview of Huawei’s Human resources
Huawei, officially, is an employee-owned company. Today Huawei has about
170,000 employees, including more than 40,000 non-Chinese employees; about
75% of employees outside China are local. 24 Based on the information given in
Huawei’s official website, 25 as of 2014, 36.9% of Huawei employees were aged
<30, 61.6% were aged from 30 and 50; and 1.5% were >50 years old. As can be
seen from this, Huawei is a “young” company, since it operates in the ICT
industry. Moreover, Huawei tries to employ quality workers by employing
employees from incumbent leading firms in the telecommunication industry,
offering them higher wages or better working conditions. For instance, in 2015,
Huawei employed User Experience (UX) designers from Apple and in order to
enter the Korean telecommunication devices market, Huawei employed Alcatel-


24

David De Cremer and Tian Tao, “Harvard business Review : Case of Huawei”,
rd
https://hbr.org/2015/09/huawei-a-case-study-of-when-profit-sharing-works (Access Date: July 3 , 2016)

25

Huawei, "Caring for Employees - Huawei Sustainability", http://www.huawei.com/en/sustainability/winth
win-development/develop_love#en5 (Access date: June 24 , 2016)




Lucent’s entire staff who had been in charge of SK Telecom, a Korean
telecommunication service firm.

2) Employee Encouragement Strategy
- Employee Stock Ownership Plan (ESOP)

It is well-known fact that having a dedicated and committed work force
makes a company more competitive. Encouragement and motivations are one of
the important factors in a firm’s growth. Allen (1958) 26 claimed that motivation
of employees is clearly important for the firm. As have many researchers, he
contended that there exists a positive correlation between the motivation and
performance. Motivated employees are more efficient than the unmotivated group,
which will influence the firm’s growth and performance. Moreover, Radha Raj
(2007) claimed that a motivated workforce can help the enterprise take advantage
of opportunities. From previous researches, it is clear that motivation of
employees has a certain influence on firm’s growth. One of Huawei’s motivation
strategies of employees is its ESOP.
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Huawei’s CEO, Ren Zhengfei, said that:
“Huawei belongs to its employees. If Huawei becomes bigger and creates
more profit, employees will acquire benefits more from ESOP and they will get
huge motivation to work hard to enhance productivity.” 27
He designed its ESOP only three years after Huawei’s foundation. Ren
Zhengfei was not familiar with the stock option system as types of incentives
systems, which was developed in the West. Moreover, considering the periodical
background of China at the time, being an owner of a private firm was an “ugly
thing,” since the private owner was a symbol of capitalism. In such circumstances,
Ren decided that “not owning” his own company was the best decision for him to
make. 28 For this reason and others, Huawei went through difficult times finding
financial support for marketing and expansion, due to the reason that it was a
private-owned enterprise. Therefore, Huawei implemented its ESOP to solve this
funding problem.
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Huawei sets “Huawei Basic Law”候嵵塡㻂䌛䋑倚 that premises ESOP
regulations. The company laws related to ESOP are as follows:
Table5. Huawei Basic Law
(Form of Value Distribution) (㲻婣䍙䊰丼䖝倚
䩀䗑䴣熈 嵵塡㱃䍙䊰䦱㲻婣倝䪚䞨塡裫裮煪䂛井裶睵䄺䣥倬㺽䍙䊰丼
䖝䖋倫㹨奁, 詳煪, 㶦靫, 捽㼀, 䗵䧄䳿伣㼀, 嵢羾䋺䥶, 㵽煪, 裉䄺倝䢽㺱
㺽䲧䣪䎵㿍䟦. 䗛夓旅䷹䗷峚䍙䊰堵䗷靫䍙䊰䐦裺䷉䦱䍙䊰䊋䖝佘
Article 18. Values that Huawei can distribute, are mainly consisted of
organizational rights and economic interests; Other forms of distributions are:
Opportunities, Authorities, Wage, Incentives, Security Pension, Medical
Insurance, Stocks, Dividend and other personal treatments. We implement this
based on combination of labor and capital distributions method.
(Principles of Value Distribution) (㲻婣䍙䊰䠈局倚
䩀䗑㸏熈 仲䓲夿䑬倝㴛ꊥ㶢䵂倝㱃䫲褔巸䧌倝䖋䗛夓㲻婣䍙䊰䦱㻂䌛
䠈局.
Article 19. Efficiency comes first, and equality and sustainable development
is the basic principle of our value distribution.
Source: Full text of Huawei Basic Law, adapted from ѝॾӪ㖁˄2007メ




Regarding the share of stock ownership, Ren retains only a 1.42% (including
0.21% of retirement pension) share of Huawei. According to Huawei’s 2014
Annual Report (December 31, 2014), 82,471 employees are holding the rest of
the shares. This ESOP system reflects Ren’s vision. As Ren mentions in the
interview with De Cremer, he wants every employee to act like a boss in
Huawei. 29 Instead of IPO, Ren decided to share company’s profits with its
employees and he believes that with employee stock ownership program, Huawei
will eventually maintain a ‘strong collective fighting spirit’ just like wolves- ‘the
wolf spirit’ which Ren puts emphasis on.
Not only ESOP system can motivate employees and increase their dedication
which reduces employee turnover, it can also be related to company’s
productivity and eventually enhance firm’s growth. Based on research by Zhu et
al. (2013) 30 on the relation between Huawei (ESOP Company) and ZTE’s (NonESOP Company) ESOP with the productivity during the period of 2006 to 2010,
their framework imply that implantation of ESOPs will give employees financial
incentives, which will lead to motivation and commitment of them. With this
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impact, it will reduce employee turnover and increase productivity and
profitability at last. (Figure5) According to their results, Huawei’s total asset
turnover (Tato) grew, and productivity growth also increased. This explains that
there is a positive co-relationship between performance and productivity. A
stronger performance leads to a stronger ESOP, eventually affecting productivity
positively. Additionally, Heskett et al (2007) 31 showed that employee turnover is
correlated to customer turnover and also lower turnover rate can save costs for
recruitment that can be caused by the high turnover rate. As can be seen from the
results of their research (Table6), productivity affects firm’s performance, and the
stimulus between them is ESOP. 32
Figure5. Framework of the study by Zhu et al (2013)
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Source: Adapted from Zhu et al (2013)

Table6. Results of study of Zhu et al (2013):
Huawei and ZTE’s productivity growth (unit: million RMB)
Huawei
(ESOP)

Employees

Sales

Adjusted
productivity
growth

ZTE
(NonESOP)

Employees

Sales

Adjusted
productivity
growth

2006

62,235

66,365

1

2006

39,266

26,917

1

2007

83,609

93,792

1.05

2007

48,261

34,777

1.05

2008

87,501

125,217

1.34

2008

61,350

44,293

1.05

2009

95,106

149,059

1.45

2009

70,345

60,272

1.33

2010

111,290

185,176

1.56

2010

85,232

70,263

1.24

20062010

+78%

+179%

+56%

20062010

+117%

+161%

+24%

Source: Data adapted from Zhu et al (2013)

3) Profit-sharing vision and cost efficient employees
Quality of employees and firm performance is closely related. Huawei has
advantages in hiring high-quality local employees at a comparatively lower price
than other multi-national telecommunication firms. Huawei implemented big
salary raise plan in year 2011 and 2013. In 2011, salary increase plan was
implemented to 40,000 of its lower and mid-level employees by 11 percent and




the rest of employees’ salary raised by 5 to 10 percent. 33 In 2013, Huawei again
raised its salary by 25 to 30 percent, depending on the type of work. 34 Huawei’s
big salary raise can be seen as one of the empowerment of human resources
strategies that are implemented by Huawei. Based on the fact that Huawei is an
employee-owned company, its core value lies in the profit-sharing with its
employees. Batt (2002)

35

contended that human resource incentives, in this case

a high relative pay, help a firm to build trust and induce employee attachment and
commitment. With these two times salary raise, Huawei was able to upstage its
salary close to multinational telecommunication companies such as Ericsson,
Nokia, Siemens and Samsung in China. Moreover, in contrast to Huawei, one of
its domestic competitors, ZTE, only shared its stock option incentives to only
selected employees in 2013. This differentiated Huawei from its competitors,
emphasizing its image of employee-owned company, and with this wage raise in
2013, it is said that ‘a number of people’ from ZTE moved to Huawei. 36
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Currently, of approximately 170,000 employees, there are 10,000 employees
with doctoral degrees and 60,000 employees with master’s degree, accounts for 5%
and 35%, respectively, of all employees in Huawei. Huawei employees’ wage is
categorized based on different level, and the wage gap between each level is 4000
Yuan. As in 2015, Huawei’s wage status is as in the following table.
Table7. Huawei Employee Wages Status
裎屒
(Level)/CNY

C

B

A

13

5500

6500

7500

14

7500

9000

10500

15

10500

12500

14500

16

14500

17000

19500

17

19500

22500

25500

18

25500

29000

32500

19

32500

36500

40500

20

40500

44500

49500

21

49500

54500

59500

22

59500

Unknown

Unknown

Source: Data from 嵵塡  广㢩㢩靫爮㐦! ㊋愤㫣䇢䗚闼襸

Huawei’s low-cost center of China gives it a significant marginal cost
advantage over its peers. When a job applicant with master’s degree enters
Huawei, they are included in level 13, and applicants with doctoral degree are



included in the level 14. Assistant engineers are classified as level 13; ‘Normal’
engineers, who are class B, are classified as level 14; those who are class A are in
level 15; ‘Highly skilled’ engineers who are B class are classified as level 17.
Huawei’s salary is regarded as comparatively high in the telecommunication
industry in China, but in the case of whole TMT (Technology, Media, and
Telecommunication) industry, it is placed in the medium-level. Therefore, it can
be said that Huawei has cost efficiency advantages of quality employees.

 Sub conclusion: In the aspect of human resources, Huawei has two ways of
empowering its internal resources:
By encouraging its employees by implementing an employee-ownership stock
plan to increase dedication of employees (lower turnover rate)
Huawei also implemented two times of wage raise to show its vision of
‘employee-ownership Company’. However, even with these raise, Huawei has
advantages of comparatively lower wages. With this, Huawei is able to hire more
high quality employees (engineers with MAs and PhDs in engineering) compared
to its global competitors, which gives Huawei a comparative advantage.




2. Technological Resources
䳜G R&D Intensity
Huawei is a telecommunication firm, a part of high-tech industry that can be
also seen as knowledge-based industry. R&D can be defined as activities done by
companies to develop new knowledge on new or existing products, processes and
services (Beld, 2014). According to Jones and William (2000), “Research and
development is a key determinant of long-run productivity and welfare.” Many
studies have been conducted regarding relation between R&D and firm’s
development (Stam & Wennberg, 2009; Grillitsh & Nilsson, 2014; Parkes et al.,
1985; Yang & Huang, 2005). These studies show that higher R&D expenditure
leads to higher rate of development of new products and patents, which will
eventually positively affect a firm’s performance.
Huawei is well known for high R&D expenditure. It is known that Huawei
spends an average of 10% of its revenue on R&D. According to the 2015 Annual
Report by Huawei, approximately 79,000 employees were engaged in R&D,
comprising 45% of the total workforce. Employees in Huawei have
comparatively high level of education. More than 70% of employees have
masters and doctoral degrees, and more than 90% of employees have bachelor’s




degrees. 37 With the basis of high-quality employees, Huawei has cumulatively
spent more than CNY 240,000 million on R&D over the past decade. In 2015,
Huawei spent approximately 59.8 billion CNY (9.2 billion USD) alone on R&D.
Compared to global leading high-tech firms such as Google (8 billion USD),
Microsoft (10.4 billion USD) and Intel (10.6 billion USD), it is visible that
Huawei is spending enormous amount of money on R&D. Below is the table of
Huawei’s R&D intensity (R&D expenditure/ Revenue * 100) compared to one of
its potential competitors, Samsung. From the figure, it is apparent that Huawei is
expanding its amount of spending in R&D, in order to strengthen its
technological resources.

Table8. R&D intensity of Huawei (2007- 2014)
CNYmillion

2007

2008

2009

2010

2011

2012

2013

Revenue

93,792

125,217

149,059

182,548

203,929

220,198 239,025

288,197

R&D expenses

1,285.77 10,469

13,340

16,556

23,696

30,090

40,845

31,563

2014

R&D intensity 0.10237 0.083607 0.089495 0.090694 0.116197 0.13665 0.132049 0.141726
Source: Data adapted from Huawei Annual Report, 2007-2014, calculated by Author (2016)
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Figure6. Comparison of R&D intensity of Huawei and Samsung (2007-2014)
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Source: Huawei and Samsung Annual Report 2007-2014, calculated by Author (2016)

As a result of investment in R&D, Huawei is consistently developing new
products that meet consumers’ needs as well as increasing product quality. Stam
and Wennberg (2009) 38 contended that, with R&D efforts, new product
development will occur and will enhance growth rate. Huawei has been
developing new products at a frequent rate in order to satisfy customer feedbacks
and meet changeable needs of consumers. In the first quarter of 2016, Huawei
launched P9 and P9 Plus model, collaborating with Germany’s one of the high
38
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end camera equipment companies, Leica. At the initial stage of entering mobile
phone market, Huawei, same as other Chinese mobile phone firms, targeted lowend market, selling cheaper mobile phones with low quality. Nonetheless, with
increasing amount of R&D expenditures, it seems that Huawei is now developing
more high-quality products, aiming for the high-end market including Europe and
other parts of the world.
The most important result of R&D expenditure would be patent
application. From the initial stage of Huawei’s foundation, Ren emphasized the
importance of in-house R&D. As a result of spending an average of 10% of its
sales revenue on R&D, Huawei is now a leading company in terms of patents
worldwide. In 2015, based on the World Intellectual Property Organization
(WIPO) patent data, Huawei topped the global list of patent applications. (Figure
6.) Other than aggressive investment in in-house R&D, Huawei is preempting any
“patent wars” by ratifying cross-licensing contracts with other telecommunication
competitors (Apple, Nokia, Ericsson, Qualcomm, DoCoMo, Alcatel-lucent, etc.)
and by developing competitive patents. By signing cross-licensing contracts with
global telecommunication companies, Huawei could gain entry to international
market more easily than other Chinese domestic telecommunication firms. This




strategy of Huawei distinguishes itself from other Chinese indigenous mobile
phone companies.

Figure7. Patent Application comparison Huawei vs. Samsung (2007-2014)
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Source: Data adapted from WIPO (World Intellectual Property Organization), arranged by Author
(2016)

Table9. Top 5 patent applicants in WIPO
Overall

APPLICANT'S NAME

Rank

ORIGIN CODE

APPLICATIONS

1

HUAWEI TECHNOLOGIES CO., LTD.

CN

3,898

2

QUALCOMM INCORPORATED

US

2,442




2015 PCT

3

ZTE CORPORATION

CN

2,155

4

SAMSUNG ELECTRONICS CO., LTD.

KR

1,683

5

MITSUBISHI ELECTRIC
CORPORATION

JP

1,593

Source: Data adapted from WIPO (World Intellectual Property Organization)

Since Huawei has started manufacturing mobile phone devices in 2007,
Huawei has filed two or three times more patents in WIPO (World Intellectual
Property Organization) than its competitor, Samsung. Huawei was the top
applicant to WIPO in both 2014 and 2015. This implies that Huawei is showing a
different attitude from other Chinese high-technology firms, who are very
defensive when it comes to patents and “copying.” In May 25th, 2016, Huawei
even sued Samsung for patent infringement of LTE technology related patents.
This shows that Huawei is now a company not only with the low-cost advantage
mobile phone manufacturer, but is a company with innovative and competitive
technologies.

䳜 Sub Conclusion: For technological resources,
Huawei enhances its technological resources by investing a large amount (10%
of its sales revenue) in R&D. To add on, more than 40% of Huawei’s employees



are engaged in R&D; this means that Huawei is using and allocating more
resources on research and development than many other indigenous
telecommunication firms.
As a result, Huawei became the top patent applicant, and this created Huawei’s
patent (intellectual property rights) nuclear umbrella. Apparently, Huawei is now
a company that is a leader in a fierce patent war in the mobile phone industry.
Moreover, with its effort to empower its technological resources, Huawei is able
to develop more quality products at a speed that meets consumers’ needs.




3. Structural-Cultural Resources
It is quite apparent that for firms in the contemporary world, structuralcultural resources are important. Structural-cultural resources can be seen as a
unique set of company traits; since it is not easy to imitate these “traits,” this also
distinguishes a company from others.

1)

Structural resources
Figure8. Huawei’s organizational structure




Source: Adapted from Huawei Annual Report (2014)

Huawei has a unique firm structure, called the “Rotating CEO” system. Ren
stated: “Traditionally, one person was authorized to act as a company CEO, and
the fate of the company rested with this single person.” 39 It is said that this
unique system that Ren brought up was inspired by a book on new leadership
called Flight of the Buffalo by James Belasco and Ralph Stayer. For big
companies like Huawei, leadership structure should be stable and it involves
many risks to change it. Though, Ren chose to take this risk. This system of

39
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“Rotaing CEO” was adopted in 2011. At Huawei, three senior executives (Mr. Hu
Houkun; Xu Zhijun and Guo Ping) are taking turns and rotate every six months as
CEO. The CEO, during his tenure, is in charge of the firm’s operations and crisis
management as well as chairing the meetings of the Board of Directors’ executive
committee. 40 These rotating CEOs also are required to bring about knowledge
from various sectors in the firm, and their normal duties do not waver while they
act as CEO in an effort to keep stability. 41
While there are three rotating CEOs, the founder of Huawei, Ren Zhengfei,
maintains his role as a CEO. His role is distinguished from these rotating CEOs,
and he retains the right to veto decisions made by the board. The rotating-CEO
system is implemented under the Board of directors’ leadership. According to a
Wall Street Journal interview of Chen Lifang, senior vice president and board
director, 42 Ren Zhengfei has not exercised this right to date.
Ren’s innovative management structure helps Huawei to achieve long-term
and gradual decision making. Most companies, even in or outside of

40
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telecommunication industry, it is the norm to plan only considering short-term
development. (Based on financial quarter or year) However, Huawei is planning
and working on 10-year plans. Regarding external market fluctuations and other
variations, this structural trait will make the company’s management more stable
and less vulnerable in the case of sudden resign of CEO.
In addition, this system helps support a gradual and more democratic and
diversified decision-making process. Due to the uniqueness of Huawei’s
governance structure, it keeps decision-making power under company control,
which helps Huawei to avoid outside investor’s control over the company.
Furthermore, since Huawei is under an employee-owned company structure,
therefore ideas are communicated frequently and freely to every employee by
both senior executives and Ren Zhengfei. It is well-known fact that idea-sharing
is important for a firm, since it will ultimately help develop the future vision of
the company. In this matter, it is possible to predict that Huawei’s structural
inimitability will stimulate idea-sharing of employees to leaders of the company.

2) Cultural Resources
Some say that Huawei’s culture is a key factor of Huawei’s success.
According to Huawei’s annual report, it has a clear vision of “enriching life



through communication.” It focuses on its customers’ challenges and needs, and
strives to create maximum value through excellent service. 43 Under this vision,
Huawei is trying to build a continuous customer-centric innovation and win–win
cooperation.
There are many companies that say that they value customer-oriented
attitudes. Nevertheless, most of these companies have a tendency not to live up to
this attitude. In terms of customer-oriented culture, it is clear that Huawei
distinguishes itself from its competitors. According to Huawei’s Annual Report in
2014, more than 21.2% of employees are engaged in customer service, which
takes up second largest portion of its employees after ratio of research and
development employees. This indicates that Huawei considers customer one of
their core values.
Likewise, there is a famous episode of Huawei’s early years regarding this
customer-oriented attitude. Harvard Business Review’s article 44 explains an
episode regarding Huawei’s customer-centric culture. At the initial stage of
Huawei’s development, in desert and rural areas in China, rats often gnawed the
telecom

wires,

severing

customers’

connections.

Other

multi-national
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telecommunication firms that were providing services in that region disregarded
this problem as their own. Though, Huawei viewed this problem as their
responsibility to solve. In order to solve this problem, Huawei acquired extensive
experience in developing studier equipment and materials, such as chew-proof
wires. This helped Huawei to gain several big business accounts in the Middle
East, where similar problems had stymied the multi-national firms. 45 Other than
this, Huawei has experienced severe climate challenges, such as building the
highest wireless communication base station in the world, on Mt. Everest, and
building the first GSM network within the Arctic Circle.
In the case of mobile phone business, in 2014, Huawei established the
telecommunication

industry’s

first

Customer

Experience Transformation

Center. 46 Huawei’s CEM solution provides customers with end-to-end service
solutions through on-line services. Moreover, Huawei is considering Operation
Excellence Center (OEC) as their core strength regarding smartphone services.
Huawei plans to provide on and off line services for customers and pursue its
customer experience management. These means helped and will help Huawei to
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not only improve operational efficiency and effectiveness, also help strengthen
user loyalty, create a high-quality brand, and ultimately improve Return on
Investment (ROI).
In the case of Korea, where Huawei’s market is not yet quite developed,
Huawei is working on improving after-service (A/S) provision, unlike other
multi-national mobile companies that have entered Korea. From January 2015,
Huawei started its A/S service through quick service and postal services. For A/S
customers, Huawei provides mobile phone rental services. Moreover, Huawei has
started a one-to-one messenger solution service to meet customers’ needs. 47
 Sub conclusion: As for empowerment of structural- cultural resources,
For structural resources: Huawei has implemented an innovative
management system, the “rotating-CEO” system, making the company’s
environment more stable. Moreover, this system allows Huawei to make longterm plans. This helps firm to attain structural stability, will eventually positively
affect economic performance.
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For cultural resources: Huawei has a “customer-oriented” culture that
prioritizes customers’ needs. This enhances brand image and customer loyalty,
which can be related to firm’s growth.




Chapter僢
僢. Conclusion and Limitations
This study has analyzed how Huawei has implemented its own unique
internal resources empowerment strategies in order achieve sustainable growth of
the firm. While other Chinese mobile phone companies are struggling to sustain
their growths, in order to achieve further growth Huawei enforced empowerment
strategies of strengthening its human resources; technological resources and
structural-cultural resources.
For the empowerment of human resources; Huawei implemented
Employee-Stock Ownership Plans (ESOPs) to motivate employees, which can be
lead to higher productivity and lower turnover rate. Huawei also implemented
wage raise plans to collect quality employees. Huawei’s motivation strategy and
low-cost efficiency (even with the wage raise) of employees helped Huawei to
have comparative advantage over its peers.
For empowerment of technological resources; Huawei invested average
10% of its revenue on research and development. Moreover, by putting large
amount of work force (approximately 45% of whole employees) on R&D,
Huawei became a leading firm in patent application, creating a patent nuclear
umbrella to protect itself from the fierce ‘patent war’. Furthermore Huawei no




longer has to target only the low-end market and is enables to develop products
that can satisfy changeable consumer needs.
For

empowerment

of

its

structural-cultural

resources;

Huawei

implemented unique system of “Rotating CEOs”, which stabilizes organizational
structure and helps it to attain long-term decision making. Additionally, Huawei’s
customer-centric culture is practiced by different means to satisfy customers. This
allows Huawei to gain customer loyalty, operation efficiency which will
eventually help enhance firm’s growth.
This study advises that so as to keep up firm’s growth, it is important for
firm to empower its internal resources, rather than relying on external factors and
external opportunities. With strong internal resources that are inimitable, it makes
it possible for a firm to have a trait that is not easily hindered by other external
factors. Therefore, it is recommended that when entering markets, growing firms
in the developing regions should first empower its internal strengths, by
implementing their own strategies of empowering internal resources. In this way,
they will not only benefit from “late-comer effect”, but they will not be easily
influenced by external environment and keep up their growths.
There exist certain limits of this study. First of all, although this study
considered government support of the government as the control variable,



regarding that Chinese telecommunication companies receives the same amount
of government support from Chinese government. Nevertheless, there are ongoing doubts about government relations between private company- Huawei and
Chinese government due to the fact that Huawei’s founder Ren Zhengfei has
former career as PLA officer. In this study, we only restrict government support
that is officially opened to the public. Secondly, Huawei is a comparatively young
firm with only less than 30 years of history. It is clear that Huawei has been
showing sustainable growth compared to its domestic competitors with similar
period of history. However, compared to its global competitors with as strong
internal resources, it is not easy to say that Huawei will sustain its current growth
and development status in the fierce competition in the global mobile industry.
Lastly, Huawei’s strategies researched in this paper, such as the cultural and
structural factors, cannot be exactly measured as it only a conceptual factors. It
would have been better, if this study had insider’s opinion or views on these
matters.
Overall, Huawei’s growth has been skyrocketing in the past few years
and is also expected to keep growing in the future. Not only with the
empowerment strategies, Huawei should also adjust existing strategies redeem its
loopholes, moreover, according to the changeable external environment and make



further growth in the foreseeable future. Huawei’s further growth will give out
hopes for those companies in the developing economies as well as giving the
incumbent leaders wakeful awareness in order for them not to fall in the
‘incumbent trap.’




Bibliography
䳜 Ahrens, N. (2013). China's Competitiveness: Myth, Reality, and Lessons for
the United States and Japan: Case Study: Huawei.
䳜”At Huawei, Reality Check Pushes Wages Higher.” (2016).
English.caixin.com. Retrieved 25 June 2016, from
http://english.caixin.com/2013-08-29/100575465.html
䳜 Barney, J. & Hesterly, W. (2006). Strategic management and competitive
advantage. Upper Saddle River, NJ: Pearson/Prentice Hall. Chapter 3
䳜 Barney, J. B. (1986). Organizational culture: can it be a source of sustained
competitive advantage? Academy of Management Review, 11(3), 656-665.
䳜 Batt, R. (2002). Managing customer services: Human resource practices, quit
rates, and sales growth. Academy of management Journal, 45(3), 587-597.
䳜 Becker, B., & Gerhart, B. (1996). The impact of human resource management
on organizational performance: Progress and prospects. Academy of
management journal, 39(4), 779-801.
䳜 Bharadwaj, A. S. (2000). A resource-based perspective on information
technology capability and firm performance: an empirical investigation. MIS
quarterly, 169-196.
䳜 Caring for Employees - Huawei Sustainability. (2016). huawei. Retrieved 24
June 2016, from http://www.huawei.com/en/sustainability/win-windevelopment/develop_love#en5
䳜 Chen, J. & Xiaorui, H. (2013). Smartphone market in China: Challenges,
opportunities, and promises. In Mobile Services Industries, Technologies, and
Applications in the Global Economy, ed. In Lee, 120-132 (2013), accessed July



03, 2016. doi:10.4018/978-1-4666-1981-4.ch008
䳜 Chen, Jujian and Xiaorui Hu. "Smartphone Market in China: Challenges,
Opportunities, and Promises." In Mobile Services Industries, Technologies, and
Applications in the Global Economy, ed. In Lee, 120-132 (2013), accessed July
03, 2016. doi:10.4018/978-1-4666-1981-4.ch008 P 121
䳜 Chen, S. H., & Wen, P. C. (2016). The Evolution of China’s Mobile Phone
Industry and Good-Enough Innovation. China As an Innovation Nation, 261.
CNN Money. 10 most powerful businesspeople in China. (2016). Retrieved 30
May 2016, from
http://money.cnn.com/galleries/2012/news/world/1205/gallery.china-mostpowerful-businesspeople.fortune/
䳜 Dawei, G. (2008). Internationalization and entry strategy of enterprises: a
case study of Chinese firm: Huawei. Master programme in international
marketing. School of Business and Engineering. University of Halmstad:
Sweden.
䳜 Deal, T. & Kennedy, A. (1982). Corporate cultures. Reading, Mass.:
Addison-Wesley Pub. Co.
䳜 Deng, Z., Lev, B., & Narin, F. (1999). Science and technology as predictors
of stock performance. Financial Analysts Journal, 55(3), 20-32.
䳜 Fortune 500. (2015). Fortune. Retrieved 25 June 2016, from
http://beta.fortune.com/fortune500/list/
䳜 Gilmore, A., Carson, D., & Grant, K. (2001). SME marketing in practice.
Marketing intelligence & planning, 19(1), 6-11.
䳜 Harwit, E. (2007). Building China's telecommunications network: industrial
policy and the role of Chinese state-owned, foreign and private domestic



enterprises. The China Quarterly, 190, 311–332.
䳜 Haveman, M., & Vochteloo, J. (2016). Huawei: A Case Study on a Telecom
Giant on the Rise. In Multinational Management (pp. 75-94). Springer
International Publishing.
䳜 Heskett, J. L., Sasser Jr, W. E., & Schlesinger, L. A. (1997). The service
profit chain: How leading companies link profit to loyalty, satisfaction, and
value.
䳜 Hitt, M. A., Ireland, R. D., Camp, S. M., & Sexton, D. L. (2001). Strategic
entrepreneurship: Entrepreneurial strategies for wealth creation. Strategic
management journal, 22(6-7), 479-491.
䳜 Huawei Announces the Industry’s First Customer Experience Transformation
Center Enabling Experience Centric Operations. (2016).
Newswire.telecomramblings.com. Retrieved 25 June 2016, from
http://newswire.telecomramblings.com/2014/04/huawei-announces-industrysfirst-customer-experience-transformation-center-enabling-experience-centricoperations/
䳜 Huawei Press Center. Pr.huawei.com. Retrieved 25 June 2016, from
http://pr.huawei.com/en/executives/board-of-directors/ren-zhengfei/article/hwu_202685.htm#.V5T9sLRJnIU
䳜 Huawei Technologies Co., Ltd. (2011). 2010 Corporate social responsibility
report. Retrieved February 20, 2016, from
http://www.huawei.com/en/ucmf/groups/public/documents/attachments/hw_093
033.pdf
䳜 Huawei. (2013). Huawei expands activities in Europe with Enterprise



Exhibition Centre. Retrieved May 30, 2016, from http://www.huawei.eu/pressrelease/huawei-expands-activities-europe-enterprise-exhibition-centre.
䳜 Huawei. (2014a). Caring for employees. Retrieved May 28, 2016, from
http://huawei.com/en/about-huawei/sustainability/win-win-development/caringemployees/index.htm.
䳜 Huawei. (2014b). Research and development. Retrieved February 14, 2014,
from http://www.huawei.com/en/about-huawei/corporate-info/researchdevelopment/index.htm
䳜 Huawei: A Case Study of When Profit Sharing Works. (2015). Harvard
Business Review. Retrieved 25 June 2016, from https://hbr.org/2015/09/huaweia-case-study-of-when-profit-sharing-works
䳜 Huawei: A Case Study of When Profit Sharing Works. (2015). Harvard
Business Review. Retrieved 3 July 2016, from https://hbr.org/2015/09/huawei-acase-study-of-when-profit-sharing-works
䳜 Huawei’s Culture Is the Key to Its Success. (2015). Harvard Business
Review. Retrieved 12 July 2016, from https://hbr.org/2015/06/huaweis-cultureis-the-key-to-its-success
䳜 Huselid, M. A. (1995). The impact of human resource management practices
on turnover, productivity, and corporate financial performance. Academy of
management journal, 38(3), 635-672.
䳜 Ireland, R. D., Hitt, M. A., Camp, S. M., & Sexton, D. L. (2001). Integrating
entrepreneurship and strategic management actions to create firm wealth. The
Academy of Management Executive, 15(1), 49-63.
䳜 Kalleberg, A. L., & Moody, J. W. (1994). Human resource management and
organizational performance. American Behavioral Scientist, 37(7), 948-962.



䳜 King, A. W., & Zeithaml, C. P. (2001). Competencies and firm performance:
Examining the causal ambiguity paradox. Strategic management journal, 22(1),
75-99.
䳜 Maertz, C. P., Griffeth, R. W., Campbell, N. S., & Allen, D. G. (2007). The
effects of perceived organizational support and perceived supervisor support on
employee turnover. Journal of Organizational Behavior, 28(8), 1059-1075.
䳜 Mu, Q., & Lee, K. (2005). Knowledge diffusion, market segmentation and
technological catch-up: The case of the telecommunication industry in China.
Research policy, 34(6), 759-783.
䳜 Pinnington, A. & Edwards, T. (2000). Introduction to human resource
management. Oxford: Oxford University Press.
䳜 Prahalad, C. K., & Hamel, G. (1994). Strategy as a field of study: Why search
for a new paradigm?. Strategic management journal, 15(S2), 5-16.
䳜 Prasso, S. (2011). What makes China telecom Huawei so scary? Retrieved
May 27, 2016, from http://tech.fortune.cnn.com/2011/07/28/what-makes-chinatelecom-huawei-so-scary/
䳜 Presse, A. (2016). Huawei Spies For China, Says Former NSA And CIA
Chief Michael Hayden. Business Insider. Retrieved 25 June 2016, from
http://www.businessinsider.com/huawei-spies-for-china-says-michael-hayden2013-7#ixzz2tIDedtEa
䳜 Sasin, J. (2016). Huawei Employees to Receive Ten Percent Salary Increase |
Shenzhen Standard. Shenzhen-standard.com. Retrieved 25 June 2016, from
http://www.shenzhen-standard.com/2011/06/21/huawei-employees-received-tenpercent-salary-increase
䳜 Smith, R, Why Huawei swaps CEO every six months. (2016).



Managementtoday.co.uk. Retrieved 25 June 2016, from
http://www.managementtoday.co.uk/article/1389976/why-huawei-swaps-ceoevery-six-months
䳜 Smith, R, Why Huawei swaps CEO every six months. (2016).
Managementtoday.co.uk. Retrieved 25 June 2016, from
http://www.managementtoday.co.uk/article/1389976/why-huawei-swaps-ceoevery-six-months
䳜 Stam, E., & Wennberg, K. (2009). The roles of R&D in new firm growth.
Small Business Economics, 33(1), 77-89.
䳜 Stam, E., & Wennberg, K. (2009). The roles of R&D in new firm growth.
Small Business Economics, 33(1), 77-89.
䳜 The long march of the invisible Mr Ren. (2011). The Economist. Retrieved
29 April 2016, from http://www.economist.com/node/18771640
䳜 Wernerfelt, B. (1984). A resource-based view of the firm. Strategic
management journal, 5(2), 171-180.
䳜 What do you mean by the 'Go Out' policy in China?. (2016). www.maxxelliconsulting.com. Retrieved 25 June 2016, from http://www.maxxelliconsulting.com/china-go-out-policy/
䳜 Yu Jr, Y., & Jiang Jr, Q. (2014). Research on enterprise core competence and
motivation srategies (Doctoral dissertation).
䳜 Zahra, S. A., & Covin, J. G. (1994). Domestic and international competitive
focus, technology strategy and company performance: an empirical analysis.
Technology Analysis & Strategic Management, 6(1), 39-54.
䳜 Zahra, S. A., & Covin, J. G. (1995). Contextual influences on the corporate



entrepreneurship-performance relationship: A longitudinal analysis. Journal of
business venturing, 10(1), 43-58.
䳜 Zahra, S. A. (1996). Technology strategy and financial performance:
Examining the moderating role of the firm's competitive environment. Journal of
Business venturing, 11(3), 189-219.
䳜 Zhu, H., Yang, Y., Tintchev, M. T., & Wu, G. (2006). The interaction
between regulation and market and technology opportunities: A case study of the
Chinese mobile phone industry. Innovation, 8(1-2), 102-112
䳜 Zhu, H., Yang, Y., Tintchev, M. T., & Wu, G. (2006). The interaction
between regulation and market and technology opportunities: A case study of the
Chinese mobile phone industry. Innovation, 8(1-2), 102–112
䳜 Zhu, Z., Hoffmire, J., Hoffmire, J., & Wang, F. (2013). Employee Stock
Ownership Plans and Their Effect on Productivity: The Case of Huawei.
International Journal of Business and Management Invention, 2(8), 17-22.
䳜ফ۴ࡒ, "ࣸ˲ݛ ۏցઝ૨߾ оଞ ࢂ ࡶݪٙੁݤݥЬ - ଞ˲ ࡛ࢇ
Ҫϊ о.", (2016). ߚੵݛչ ʠऑ. Retrieved 25 June 2016, from
http://monthly.appstory.co.kr/interview8164
䳜“ ࠹ IT ߶˃ ࢽۘ ϠչЕ ࡛ࢇࢂ ܹٕݣ. “, (2016).
Economyinsight.co.kr. Retrieved 25 June 2016, from
http://www.economyinsight.co.kr/news/articleView.html?idxno=2001
䳜㻚㦪䑚. (1996). [ࣸ˲] ࣸ˲ࢂ ࢇѰ̛ܽ ˕ࢠݤݦ؈ࢷࢷԘ.
˕ଝ̛ܽࢽॺ, (92), 9-12. P9-10



䳜嵵塡㋧塁㯙㒷. (2016). Bdfqy.com. Retrieved 25 June 2016, from
http://www.bdfqy.com/qita/48535.html

Data Source
䳜 Huawei Annual Report 2007-2015
䳜 WIPO(World Intellectual Property Organization) PCT (International Patent
system) annual report 2007- 2015
䳜 Samsung Annual Report 2007-2014
䳜

Statista;

Global

mobile

phone

sales

by

vendor

2010-2015

(http://www.statista.com/statistics/263355/global-mobile-device-sales-by-vendorsince-1st-quarter-2008/) Access Date: April 20, 2016
䳜 IDC; Smartphone market share (http://www.idc.com/prodserv/smartphonemarket-share.jsp) Access Date: April 20, 2016




ῃⶎ㽞⪳G
G

X`^_ ⎚G Ṳ䡗ṲG 㩫㺛G 㧊䤚SG 㭧ῃ㦮G ἓ㩲⓪G ㎇Ὃ㩗㧎G ἆὒ⯒G

Ệ⚦㠞ἶSG ⁎G ὒ㩫G ㏣㠦㍲G 㭧ῃG ₆㠛✺G ⡦䞲G 㭧ῃG ῃ⌊⓪G ⶒ⪶G ῃ㩲G
㔲㧻㠦㍲G ㎇Ὃ㦚G Ệ⚦ἶG 㧞┺UG X``W ⎚G ╖G 䐋㔶G ㌆㠛㦖G 㭧ῃ㦮G
䀾㟓㩦㧊⧒ἶG 䂮♮㠞㦒⋮SG ὒG YW ⎚㧊G 㺚G 㰖⋮㰖G 㞠㦖G 㾲⁒G 㭧ῃ㦮G
䦊╖䙆G ₆㠛✺㦖G ザ⯎G ㏣☚⪲G ₆㫊G ₆㠛✺㦚G 㿪ỿ䟊㢪┺UG 䢪㤾㧊SG
㌺㡺⹎G ⁎ⰂἶG ⩞⏎⽊G ❇G 㦮G 䐋㔶₆㠛✺㦖G 㰖⋲G ⳝG ⎚ṚG ὒỆG
䐋㔶㟒ṖG 䀾㟓䟞₆㠦G 㣎ῃG ₆㠛✺㠦G 㦮䟊G 㰖⺆╏䟞▮G 㭧ῃG 㔲㧻G
╖㦮G

㩦㥶㥾㦚G

㹾㰖䞮ỢG

♮㠞┺UG

䞮㰖ⰢSG

₆㫊㦮G

㔲㧻G

㍶⚦㭒㧦㡖▮G 㞶䝢ὒG ㌒㎇㦚G ῃ⌊G 㔲㧻㠦㍲G ➆☢ⰂἶG ザ⯎G ㎇㧻G
㿪㎎⯒G ⽊㧊▮G 㭧ῃG 䦊╖䙆G ₆㠛✺㦖G ㎇㧻㦮G 㥶㰖㠦G 㠊⩺㤖㦚G ἀἶG
㧞┺UG 㧊✺G 㭧G 䢪㤾㧊⓪G 㰖㏣㩗㧎G ㎇㧻㎎⯒G ⽊㧊ἶSG ῃ⌊G 㔲㧻㈦G
㞚┞⧒G ῃ㩲G 㔲㧻㠦㍲☚G ㍶⚦G 㭒㧦G 㭧G 䞮⋮⪲㍲G ㎇㧻䟞┺UG 㣎G 䢮ἓSG
㯟G 㔲㧻G ⼖䢪G G 㩫G 㰖㤦ὒG ′㩲ṖG ṯ┺ἶG Ṗ㩫䟞㦚G ➢SG 䡚㨂G 㭧ῃG
䐋㔶₆㠛✺㦮G 㰚㦚G 䐋䟊G 䢪㤾㧊⓪G 㭧ῃG ⌊G ἓ㨗㧦✺ὒG 㹾⼚䢪♲G
䔏㰫㧊G 㫊㨂䞲┺ἶG ⽒G 㑮G 㧞㦚G ộ㧊┺UG 㧊G 㡆ῂ⓪G 䢪㤾㧊㦮G 㠊⟺G
⌊㡃⨟✺㧊G 䌖G 㭧ῃG 䐋㔶㧻゚G 䣢㌂✺ὒG 㹾⼚䢪ṖG ♮㠞㦒ⳆSG 㧊G




㡃⨟✺㦚G ṫ䢪㔲䋺₆G 㥚䟊G 㠊⟺G 㩚⨋✺㦚G ㎎㤶⓪㰖㠦G ╖䟊G ㍳䞮㡖┺UG
㧊⯒G 䐋䟊G 䟻䤚G 㭧ῃG ⌊G 䢏㦖G ㎇㧻G 㭧㠦G 㧞⓪G ┺⯎G 䐋㔶G 䣢㌂✺㧊G
㠊⟺G 㩚⨋㦚G 䐋䟊G ㎇㧻䞶G 㑮G 㧞⓪㰖㠦G ╖䟊G 㭒⳿䞶G Ⱒ䞲G Ṗ䂮ṖG 㧞㦚G
ộ㧊┺UG
G
㭒㩲㠊aG 䢪㤾㧊SG 䐋㔶㌆㠛SG ⌊G 㧦㤦SG 䦊╖䙆G 㔲㧻SG ṫ䢪㩚⨋G
䞯⻞aGYWX[TY[YY_G




