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Title of the Bachelor´s Thesis: 


Strategic Analysis of Huawei Technologies Group Co., Ltd in Chinese market 



Abstract 


The aim of this bachelor thesis is to conduct a strategic analysis of Huawei company 
 on the Chinese market and identify the current strategy and prepare recommendations 
 on  strategy  of  improvement  for  better  practices.  This  bachelor  thesis  contains 
 theoretical and practical part. There are different kinds of methods and tools used in this 
 bachelor  thesis  which  are  asserted  and  described  in  theoretical  part.  Practical  part 
 applies  to  methods  stated  in  theoretical  part,  such  as  stakeholder  analysis,  PEST 
 analysis of macroenvironment; Porter’s five forces analysis for microenvironment. It is 
 followed  by  analysis  of  internal  resources,  and  SWOT  analysis.  At  the  end 
 recommendations and conclusions are drawn based on the outcomes of analysis which 
 are conducted in the practical part. 



Key words: 


Business, Strategy, Huawei,   
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1 Introduction 


Technology today is evolving at such a rapid pace in this constantly changing world. It 
 is becoming more and more essential for companies to enable adopt the fast changes 
 environment  and  emerging  technologies,  especially  for  companies  which  operates 
 business in the technological industry.   


Huawei was founded in China in 1987, Huawei is a worldwide provider of information 
 and  communications  technology  (ICT)  infrastructure  and  smart  devices.  Nowadays, 
 Huawei holds more than 194,000 employees, and Huawei operates in more than 170 
 countries  and  regions,  serving  more  than  three  billion  people  around  the  world 
 (Corporate Information, n.d.).   


The  topic  of  my  thesis  is  to  conduct  the  strategic  analysis  of Huawei Technologies 
Group Co., Ltd on Chinese market. The purpose of this thesis is to analysis the internal 
and external environment of Huawei company base on the strategic analysis methods 
and tools which will be  performed in  the theoretical  part. The practical  part will be 
applying the strategic analysis methods and tools which are addressed in the theoretical 
part. And  afterwards,  author  will  put  forward  the  further  recommendations  on  the 
strategy base on analysis so that the company can perform with better improvements 
and hold the competitive position.     
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2: Theoretical part 


2.1 Corporate Strategy (Mission, Vision, Corporate Goals) 


With  the  development  of  the  world,  most  of  companies  usually  face  the  kinds  of 
 changes during the development of the company. Companies would like to find certain 
 approaches to maintain the competitive position in the market and hold the profit as 
 longer as possible. The  appropriate, acceptable,  and visible corporate strategy could 
 help  the  company  get  through  the  changes  to  succeed  during  the  development  and 
 uncertainties.  Therefore,  it  is  essential  for  us  to  get  to  know  what  is  the  corporate 
 strategy? 


Corporate strategy is a pattern of decisions in a company, that determines and reveals 
 its objectives, purposes, or goals, produces the principal policies and plans for achieving 
 these  goals,  and  defines  a  range  of  business  the  company  is  to  pursue,  the  kind  of 
 economic and human organization it is or intents to be, and the nature of the economic 
 and  non-economic  contribution  it  intends  to  make  to  its  shareholders,  employees, 
 customers, and communities (Andrews, 1987).   


Figure 1 shortly summaries the corporate strategy its mission, vision and goals and 
 what is about. Corporate strategy ensures the company clear the goals and purpose of 
 the corporation, and how corporate achieve these goals even in long-term plans.   


Figure 1 Mission, Vision, Corporate Goals. (Author 2021) 



Mission


What the company represents & values



Vision


What the company desires to become 



Corporate Goals


How the company strives to achieve its mission and 
objetives



(9)2.1.1 Mission Statement   


Mission Statement explains the purpose of the company. It is about What exactly the 
 company does? What business the company is in? For whom the company does? And 
 where the company wants to be in 5, 10, 15 years?   


The Mission statement is generally short, either a single sentence or a short paragraph. 


(Chen, n.d.). 


A mission statement defines what line of business a company is in, and why it exists or 
 what purpose it serves. Every company should have a precise statement of purpose that 
 gets people excited about what the company does and motivates them to become part 
 of the organization. A mission statement should also define the company’s corporate 
 strategy and is generally a couple of sentences in length (Corporate Finance Institute, 
 n.d.) 


Ward  (2020)  states  that  A  mission  statement  is  a  brief  description  of  an  entity's 
 fundamental purpose. It answers the question, "Why does our business (or nonprofit or 
 government  agency)  exist?"  The  mission  statement  articulates  the company's 
 purpose both for those in the organization and for the public. 


The mission statements focus on the present. It clears the direction of the company and 
 assist the company to accomplish the company’s objectives.     


2.1.2 Vision Statement   


The vision statement explains what the company aspires to be in the future. It is about 
 what does the company want to achieve? and it focus on future which is different than 
 mission statement.   


A  vision  statement  describes  what  a  company  desires  to  achieve  in  the  long  run, 
 generally in a time frame of five to ten years, or sometimes even longer. It describes a 
 vision of what the company will look like in the future and sets a defined direction for 
 the planning and execution of corporate-level strategies (Corporate Finance Institute, 
 n.d.). 


The vision statement describes the main reason for a company’s existence and makes 
work  more  significant.  A  vision  statement  generally  helps  to  draw  and  attract 
enthusiastic,  like-minded  employees.  Businesses  can  more  simply  build  a  proper 



(10)structural  culture  around  the  vision  statement  and  work  towards  strengthening  the 
 culture. A company vision statement provides everyone clarity around the big picture 
 which sets the stage for improved decision-making and targeting the right customers 
 (Eisenstein, 2019). 


The vision statements focus on the future. It gives the employees the big picture of the 
 company. It ensures the company’s direction for long term planning and development.     


2.1.3 Corporate Goals   


Corporate goals are the specific outcomes that established by the company. It can be 
 financial  and  non-financial  objectives  and  results  a  company  intends  to  achieve  its 
 corporate  mission  and  objectives  over  a  specific  period,  usually  the  next  few  years 
 (three to five years) (Johnson et al., 2009) 


Shetty  (1979)  argues  that  Corporate  goals  are  often  considered  the  starting  point  of 
 effective  management.  They  are  the  foundation  of  strategies,  plans,  priorities,  and 
 resource  allocations,  the  focal  point  for  managerial  action.  The  formulation  and 
 achievement of realistic goals is the essence of good management. It would seem that 
 well-defined goals should be a first concern of every company. 


Corporate goals drive employees to put efforts and focus on the objectives in order to 
accomplish the specific goals such as financial (increasing profit, sales, etc.) and non-
financial (gain reputation, innovation in product etc.) items.   



(11)2.2 Stakeholders Analysis     


The name of stakeholder is employed as a general word to describe individuals, groups, 
 or organizations that have an interest in the company and can assemble resources to 
 affect the company’s outcomes in some way (Smith, L.W., 2000). A formal definition 
 of  a  stakeholder  is:  “individuals  and  organizations  who  are  actively  involved  in  the 
 project, or whose interests may be positively or negatively affected as a result of project 
 execution or successful project completion” (Project Management Institute, 1996).   


Typical stakeholders are as following (figure 2): 


Figure 2 Stakeholders. (Fernando, 2021) 


Stakeholder  mapping  is  Mendelow’s  matrix,  which  classifies  and  represents 
 stakeholders in the form of a 2 × 2 matrix (power-interest matrix, Figure 3) as a tool to 
 assist  in  the  stakeholder  analysis.  In  this  classification,  stakeholders  are  categorized 
 corresponding to their power and interest in the business and its outcomes. In order to 
 establish each stakeholder in the matrix, it is  essential to understand the power they 
 have to adjust the course of the business and the interest that each stakeholder has in it 
 (Moreno-Marimbaldo & Manso-Callejo, 2020) 


Primary 
 Stakeholders


• Shareholders


• Employees


• Customers


• Suppliers


• Investors 


• Competitors


• Distributors 


Secondary 
 Stakeholders


• Trade union 


• Local department


• Media


• Public interest groups


• Government



(12)Interest 


Low  High 


Low 


Power 


High 


Figure 3 Power-Interest matrix. (Adapted from Mendelow 1981) 


This  matrix  will  assist  in  defining  how  communication  with  stakeholders  will  be 
 operated. The types of activities correspond to the four categories of the matrix:   


•  A  Minimal  Effort:  Stakeholders  with  low  power  and  low  interest  that  must  be 
 monitored and not bored with unnecessary communication.   


•  B Keep Informed: Stakeholders with high interest and low power that must be kept 
 sufficiently updated and informed and make sure that no problems occur that affect 
 them  to  change  to  another  category.  These  people  can  be  very  helpful  with  the 
 details of the project. 


•  C Keep Satisfied: Stakeholders with high power and low interest that need to be 
 kept satisfied, but not so satisfied that they become tired of your communication.   


•  D Key Players: Stakeholders with high power and high interest that you must put 
 more efforts to associate the outcome with their interests and concerns. And you 
 need to make sure that you fully engage with them. 


Sridharan (2019) believes that Managers can use stakeholder mapping actions as part 
 of their whole project communication planning strategy. Using the stakeholder mapping 
 to get to effective communication with stakeholders can assist the project manager and 
 her team ensure a successful project outcome. 



A 



Minimal Effort 



B 



Keep Informed 



C 



Keep Satisfied 



D 

Key Players 



(13)2.3 Macro Environment Analysis—PEST Analysis 


PEST  is  an  acronym  for  four  sources  of  change:  political,  economic,  social,  and 
 technological.  PEST  analysis  is  a  powerful  and  widely  used  tool  for  understanding 
 strategic risks and opportunities. It identifies the changes and the effects of the external 
 macro environment on a business’s competitive position (Sammut-Bonnici & Galea, 
 2015). PESTEL analysis is a strategic framework that is most commonly used tool to 
 analysis  external  macro  environment  of  a  company  by  dividing 
 into Political, Economic, Social, Technological, Environmental  and  Legal  factors 
 (figure 4). PESTEL analysis can be an useful tool in corporate strategy planning and 
 for  identifying  the  pros  and  cons  of  a business  strategy.  This  strategic  analysis 
 framework is an extension of the PEST strategic analysis (Corporate Finance Institute, 
 n.d.)   


Figure 4 PESTEL Analysis Factors. (Sammut-Bonnici & Galea, 2015) 


It is very important for company to analysis these factors, especially when these factors 
 have changes during the period. And have the mindset to analysis the impactions when 
 each of factor changes, in order to get to know the company’s competitive position on 
 the market and accomplish the business strategy in the external macro environment. 


Therefore, based on Stanescu (n.d.) and Sammut-Bonnici and Galea (2015), we have 
 following explanations of each factor. 


Political Factor 



PESTEL


Political


Economic


Social


Technologi
 cal
 Environme


ntal
Legal



(14)The political factor in a country (government stability, taxes, etc.) significantly impact 
 the company that choose to set itself up there: established public authorities are making 
 more and more decision that can have a direct influence on day-to-day operation and 
 the possibilities of a company’s financial and social aspects. Also there are bodies such 
 as the European Commission and the  World Trade Organization  (WTO)  that govern 
 international trade policies. 


Economic Factor 


Economic factor can have the influence on business strategic decision making. Such as 
 the growth of a country’s GDP, its tax rates and the growth of the purchasing power 
 will prove essential in influencing all the factor necessary for managerial decision-
 making.  The  economic success of a business also involves the observation of key 
 figures relevant to the sector and the analysis of consumer trends. Therefore, allowing 
 the company to adapt its overall strategy to minimize losses. 


Social Factor 


Social factor involves the demographic, cultural trends, population analytics, etc, that 
 impacts the strategic decision. It is essential to know the population (demographics, age 
 distribution,  etc.)  in  order  to  understand  its  buying  behavior  for  winning  a  market. 


Furthermore, history, traditions, religious and socio-cultural influences (fashion, media, 
 means  of  communication,  etc.)  allow  the  company  to  improve  their  analysis  of  the 
 specific needs of the individuals involved.   


Technological Factor 


Nowadays  technology  has  changed  our  business  and  life.  Technological  factor  is 
becoming more and more important as technology development impacted business for 
past years. The business needs to seek the trends that could impact the industry in terms 
of  innovation  and  new  inventions.  It  is  the  time  to  consider  the  practices  in  R&D 
(research and development) and innovation in the chosen field (core business) of the 
business. And Constantly reevaluating the product, as well as the processes involved in 
its preparation and acquisition by the consumer, is the key to successful technological 
observation. 



(15)2.4 Micro Environment Analysis— Porter’s Five Forces Model 


Porter’s five forces analysis is a framework that is mostly used tool to analysis level of 
 competition within an industry and business strategy development (Porter 1981) This 
 framework  is  used  to  analysis  business  micro  environment  by  breaking  down  into 
 bargaining power of buyers, bargaining power of suppliers, threat of entry, threat  of 
 substitutes and threat of competition rivals (see figure 5). This framework is used to 
 explain  industry  profitability  and  enable  the  business  to  position  itself  from  its 
 competitors (Baburaj & Narayanan, 2016).   


Figure 5 Poter's Five Forces Model. (Adapted from Porter 1980) 


Threat of entry 


Profitable market and high return will attract new entrants. Threat of entry depends on 
 the extent and high of barriers to entry. These factors need to overcome by the new 
 entrants so that they can compete successfully (Rihan & Pddm, n.d.). Typical barriers 
 are as follows: 


⚫  Economies of scale 


⚫  Product differentiation   


industry 
 competitio


ns
 Rivalry
 Threat of 


entry


Bargaining 
 power of 


buyers


Threat of 
 substitutes 
 Bargaining 


power of 
suppliers



(16)⚫  Brand awareness   


⚫  Sunk cost   


⚫  Government policies   


⚫  Investment requirements     
 Threat of substitutes 


Substitutes  are  products  or  services  that  offer  a  similar  function  or  benefits  to  an 
 industry’s  products  or  services,  but  by  a  different  process  (Johnson,  Scholes,  & 


Whittington, 2009, p. 32). For example, tap water might be considered a substitute for 
 Coke, but Pepsi will be considered as a competitor with Coke. Factors as following: 


⚫  Relative price performance of substitute 


⚫  Buyer switching cost 


⚫  Perceived level of product differentiation 
 Bargaining power of buyers 


The  bargaining  power  of  buyers  is  also  termed  of  the  market  outputs:  the  power  of 
 buyers to put the business under pressure, which also influences the buyer's sensitivity 
 to the changes of product or service price. Businesses can take actions to reduce buyer 
 power, such as implementing a loyalty program (VIP program). The buyer power is 
 high  if  the  buyer  has  many  alternatives  (Rihan  &  Pddm,  n.d.).  Potential  factors  are 
 likely to make buyer power to be high: 


⚫  Low number or concentrated buyers 


⚫  Buyers’ low switching cost 


⚫  Many substitutes 


⚫  Buyer price sensitivity 


⚫  Differential advantage of industry product 
 Bargaining power of suppliers   


Suppliers  are  those  who  supply  the  organization  with  what  it  needs  to  produce  the 
 product or service. Suppliers of raw materials, components, labor, and services to the 
 firm can be source of power over the firm when there are few substitutes (Rihan & 


Pddm, n.d.). Potential factors are likely to make suppliers power to be high: 


⚫  Low number of suppliers 


⚫  High switching cost of suppliers 


⚫  No or only few substitutes   



(17)Threat of competition rivals 


Rivalry happens and worsens among competitors through activities such pricing cutting, 
 product introduction and extensive advertising to improve their competitive position. 


Such activities typically push other businesses to respond, leading to a pattern of moves 
 and counter moves (Baburaj & Narayanan, 2016). There are some factors impact the 
 competitive rivalry in an industry: 


⚫  Industry growth rate 


⚫  High fixed cost 


⚫  High exit barriers 


⚫  Low differentiation 


⚫  Number of competitors 



(18)2.5 Internal Resources and Capabilities Analysis— VRIO Analysis 


The resource based view focuses on specific resources and highlights that competitive 
 advantage  is  based  on  valuable,  rare,  inimitable  resources  and  organization  (VRIO) 
 (Barney, 1997). VRIO framework is the tool used to analysis the business’s internal 
 resources and capabilities to find out if they can be a source of sustained competitive 
 advantage (Jurevicius, 2013). 


Valuable. A resource is valuable if it can be used. Barney suggests that this question 
 has to be answered first because a resource that is not valuable or is irrelevant cannot 
 be a source of competitive advantage (Robert, 2011).   


Rare. If a valuable resource is not available to all competitors, it is “rare” and therefore 
 a potential source of competitive advantage (Robert, 2011). If most of competitors have 
 the same valuable resource, then they will possibly discover their use in similar ways, 
 therefore,  applying  the  same  value  creating  strategy.  This  would  not  affect  in  any 
 company  achieving  competitive  advantage  because  of  owing  a  valuable  resource 
 (Barney & Zajac 1994). 


Imitable. If a resource is not easily copied or imitable, then the resource is a potential 
 source  of  competitive  advantage.  To  be  valuable  the  resource  must  be  difficult  or 
 expensive for competitors to imitate, for example brand awareness. If a resource is easy 
 to  imitate  it  offers  only  a  temporary  competitive  advantage,  not  a  sustainable 
 competitive advantage. 


Organization. A business must have the capability of exploiting the resources at its 
 disposal. If a resource is valuable, rare and not easy to imitate, a business must be able 
 to take advantage of it, otherwise it is of little use. This may require reorganizing the 
 business (Robert, 2011). 


The VRIO resource analysis table (table 1) is based on resource analysis proposed by 
Barney,  links  to VRIO  analysis  with  the  strategic  competitive  implications,  such  as 
competitive  disadvantage,  competitive  parity,  temporary  competitive  advantage, 
unused competitive advantage and sustainable competitive advantage. 



(19)Valuable?  Rare?  Costly to 
 intimate? 


Organization 
 exploits it? 


Competitive 
 implications 


No  Competitive 


disadvantage 


Yes  No  Competitive 


parity 


Yes  Yes  No  Temporary 


competitive 
 advantage 


Yes  Yes  Yes  No  Unused 


competitive 
 advantage 


Yes  Yes  Yes  Yes  Sustainable 


competitive 
advantage 
Table 1 VRIO Analysis Table. (Adapt from Barney 1997) 



(20)2.6 SWOT Analysis 


SWOT analysis is a business tool to assess the internal capabilities of a company and 
 external  factors  that  might  impact  the  company’s  performance  and  strategy.  The 
 strategy is historically credited to Albert Humphrey in the 1960s. there are both internal 
 and  external  factors  build  into  the  business  tool.  SWOT  stands  for  strengths, 
 weaknesses,  opportunities  and  threats.  “strengths”  and  “weakness”  are  internally 
 related. “strength” stands for a fact of a company which gives it an advantage over the 
 competition.  “weakness”  stands  for  a  fact  of  a  company  which  gives  to  a  relative 
 disadvantage  against  competition.  The  “opportunities”  and  “threats”  are  externally 
 related. “opportunities” are factors that a company can exploit to benefit the company. 


“threats” are factors that might lead to problems to a company (Teoli et al., 2021).   


⚫  Strengths: factors, attributes that give competitive advantage to the business. And 
 the business would like to keep the strengths and competitive advantage. 


⚫  Weaknesses: factors, attributes that weaken competitiveness of the business in the 
 marketplace. And the business would like to improve in order to be competitive. 


⚫  Opportunities: factors that can strengthen competitive advantage of the business or 
 provide the business with new resources of competitive advantage. 


⚫  Threats:  factors  that  could  create  problems  for  the  business  compromising  its 
competitive advantage to a certain extent. The business would like to eliminate or 
tack the potential threats. 
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3 Methodology   


The  aim  of  this  bachelor  thesis  is  to  conduct  the  strategic  analysis  of  Huawei 
 Technologies  Group  Co.,  Ltd  in  Chinese  market.  In  order  to  carry  out  the  purpose, 
 serval strategic analysis tools are used to apply together with study of Huawei company. 


Huawei  company  is  selected  for  this  bachelor  thesis  because  the  company  plays  an 
 important role in terms of information and communication technologies changes and 
 development in China.   


The  analysis  is  provided  with  documents  that  related  to  companies  such  as  the 
 company’s  annual  reports  are  systematically  analyzed  and  assessed  as  a  method  of 
 research. Besides, information from the company’s official website, articles, news, and 
 other  reliable  sources  are  used  as  valuable  data.  Furthermore,  material  from  public 
 bodies, research departments and documents such as white book, white paper, report 
 are also used as sources of useful information. Quantitative method of collecting data 
 and analyzing selected data provides useful information to conduct analysis. To have 
 better picture of company’s position in Chinese market, strategic analysis tools such as 
 stakeholder  analysis,  PEST,  Porter’s  five  forces  model,  VRIO,  and  SWOT  are 
 conducted on the study of Huawei company. Analytical steps in the practical part as 
 following:   


Firstly, the introduction of the company is made to give basic view of the company and 
 its business. 


Secondly, company’s mission, vision and goals are explained in order to get to clear 
 what  the  company  is,  what  the  company  does  and  what  the  company  would  like  to 
 achieve. 


Thirdly, an analysis of stakeholders is carried out to identify who has interest in  the 
 company and who has power impact company. 


Fourthly, PEST analysis is conducted by examining external factors such as political, 
 economic,  social,  and  technological  in  order  to  have  better  understanding  the 
 macroenvironment. 


Later on, to layout Huawei market overview to help to evaluate micro-environment and 
 competitive level and profitability of the industry where Huawei operates its business, 
 Porter’s five forces model is performed by analyzing its buyers, suppliers, substitutes, 
 new entrants, and rivals.   


Furthermore, Analysis  of  VRIO  is  made  in  order  to  evaluate  sources  that  can  be  a 
competitive advantage for the company to compete in the market. 



(22)Moreover, to understand internal capabilities of a company and external  factors that 
 might impact the company’s performance and strategy, SWOT analysis is conducted by 
 assessing  strengths  that  the  company  gives  an  advantage  over  the  competition, 
 weaknesses  that  the  company  gives  a  disadvantage  against  the  competition, 
 opportunities  that  the  company  can  take  advantage  of,  and  threats  that  could  cause 
 problems for the company. 


Lastly, the recommendation is carried out for the company to retain  and improve its 
 competitive  position  in  this  technology  changing  fast  environment  base  on  the 
 outcomes of analysis which are conducted.   


There  are  admittedly  some  limitations  to  my  study  and  analysis  such  as  limited 
resources  of  data  and  information  which  I  worked  and  the  collection  of  data  is  not 
unique,  the  particular  reason  for  this  circumstance  is  that  the  collected  data  is  from 
public accessed resources.   
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4 Practical Part   


4.1 Huawei Company’s Overview 


Huawei  is  a  global  provider  of  information  and  communications  technology  (ICT) 
 infrastructure and smart devices which was founded by Ren Zhengfei and other partners 
 with  20,000  RMB  (around  2,400$)  in  1987  in  Shenzhen,  China.  Huawei  states  to 
 bringing  digital  to  every  person,  home  and  organization  for  a  fully  connected, 
 intelligent world in its annual report 2019. According to the annual report of Huawei in 
 2019. Now the company operates in more than 170 reigns and countries with more than 
 194,000 employees, serving more than three billion people around the world. Huawei 
 is a private company entirely owned by its employees. Through the Union of Huawei 
 Investment & Holding Co., Ltd., the company implements an Employee Shareholding 
 Scheme involving 104,572 employees, which only Huawei employees are qualified to 
 participate. No government agency or other outside organizations has shares in Huawei. 


Externally, the company relies on customers and partners. Customers are at the center 
 of everything the company does, and Huawei creates value for them with innovative 
 products.  Internally,  the  company  relies  on  company’s  hard  working  and  devoted 
 employees.  Huawei  works  with  stakeholders  including  industry  organizations, 
 standards organizations, partners, suppliers, open source communities, universities, and 
 research institutions all over the world to develop a broader ecosystem that thrives on 
 shared  success.  The  company  aims  to  help  drive  advancements  in  technology  and 
 strengthen the industry (Huawei Annual report 2019). 


Table 2 below summarizes the development of Huawei company from 2015 to 2019 in 
 terms of basic customers, employees and finance. 


2015  2019 


Number of Customers serving  2.4 billion  3 billion 


Number of Employees  170,000  194,000 


Number of Employees hold shares  82,471  104,572 


Revenue (CNY Million)  395,009  858,833 


Profit (CNY Million)  36,910  62,656 


Table 2 Huawei Company overview. (Author based on Huawei Annual report 2015; 


Huawei Annual report 2019) 



(24)4.2 Mission, Vision and Corporate Goals   


Huawei’s mission is to bring digital to every person, home and organization for a fully 
 connected, intelligent world (Huawei Annual report 2019). 


Huawei  aims  to  be  the  leading  global  provider  of  information  and  communication 
 technology (ICT) infrastructure and smart devices (Huawei Annual report 2019). 


According to Huawei Annual report 2019, The strategy used to accomplish this mission 
 is  further  broken  into  four  organizational  goals  (see table  3),  the  explanations  as 
 following. 


Building a fully connected, intelligent world 


Ubiquitous 
 Connectivity 


Pervasive 
 Intelligence 


Personalized 


Experience    Digital Platform 
 Table 3 Four Organizational Goals. (Author based on Huawei Annual report 2019) 
 Ubiquitous connectivity: Huawei believes that connectivity is the foundation of this 
 world  and  a  basic  human  right.  Huawei  is  devoted  to  connecting  three  main  areas 
 (people, homes, and organizations) that are still offline. Additionally, the company is 
 introducing connectivity with AI so that systems can adjust to the changing needs of 
 connected things and people. 


Pervasive intelligence: In the digital economy, computing power is a new driver of 
 innovation. One of core assets is data, and cloud and AI are the new means of efficiency. 


AI computing will account for more than 80% of a computing center’s capacity. Huawei 
 needs to deliver the ultimate computing power in order to bring ubiquitous cloud and 
 pervasive intelligence. 


Personalized experience: By using cloud and AI technologies, businesses can have 
 better  understanding  about  customers’  needs  so  that  businesses  can  create  a  more 
 personalized  experience  with  innovation.  Meanwhile,  machine  learning  and  interact 
 developments will bring the smart devices to a new level. Smart devices will have better 
 identifying, understanding, and responding about customers’ needs through different 
 scenarios during the day, giving users a truly personalized experience. 


Digital  platform:  There  are  many  elements  that  businesses  need  to  require  the 
capability to manage in  a more  centralized way,  no matter it’s  variety  of  data in  all 



(25)formulae,  combining  with  all  kinds  of  new  technologies,  or  acclimating  end-toned 
 business  processes  and  structures  to  the  changes  these  bring.  That  is  where  will  be 
 needed  a  powerful  digital  platform,  combining  with  IT  systems  and  operational 
 approaches that complement them. These powerful digital platforms help organizations 
 to  connect  with  new  technologies  and  innovate  with  better  agility  to  stay  on  top  of 
 change and adapt to new competitive forces. 


Besides these factors Huawei also intends to increase R&D budget, Huawei would like 
 to continue increasing investment on innovation, developments and basic research. The 
 company have doubled the annual investment only on basic research of US$3 billion 
 toUS$5 billion (Huawei Annual report 2019).   


According to Huawei annual report in 2019, the company would like to increase market 
 share. The market was slowing down due to different kinds of aspects, but Huawei is 
 putting efforts to keep its market share. Huawei is private company and owned by all 
 its employees, Huawei also aims to increase shares and bonus for its employees in order 
 to motivate them. 


Overall, Huawei’s mission tells us what company Huawei is and what Huawei is trying 
to achieve. Huawei accomplishes its mission by breaking down specific goals which is 
Huawei does every day to work on achieving them and create values for its customers 
and partners.     



(26)4.3 Stakeholders Analysis   


Stakeholders  are  those  who  have  interest  in  an  organization.  Before  we  get  into 
 stakeholder  analysis,  it  is  our  priority  to  identify  who  are  stakeholders  of  Huawei 
 company.  Based  on  Huawei Annual  report  2019,  we  have  found  out  the  following 
 stakeholders of Huawei. 


Firstly,  Huawei  relies  on  its  customers;  the  company  creates  value  for  customers. 


Besides, Huawei also internally relies on its hard-working employees.   


Secondly, the company also works with stakeholders including suppliers, partners and 
 open source communities. Meanwhile Huawei openly engage with government and the 
 media. 


Thirdly,  as  we  mentioned  before  Huawei  is  a  private  company  which  own  by  its 
 employees. Shareholding employees have direct interest and power. Board of directors 
 and executive are the highest body responsible for all kinds of decision making and 
 leading the company (Huawei Corporate Governance, n.d.).   


Therefore,  according  to  Huawei  annual  report  in  2019,  we  conduct  that  customers, 
 employees,  suppliers,  communities,  government  and  media,  board  of  directors, 
 executive and shareholding employees are stakeholders of Huawei company.   


Next approach we will conduct stakeholder matrix (see table 4) based on their power 
 and interest in different categories.   


Minimal  Effort:  Communities  do  not  have  much  real  power  and  interest  on  the 
 company. Huawei company is a large employer and follow regulations.   


Keep  informed:  Employees  are  high  interest  group  in  the  company.  Because 
 employees do pay attention on their salary, safety of work, environment of work etc,. 


But employees those who do not have shareholding of Huawei company do not have 
 much power to influence on decision making. Suppliers also have high interest due to 
 its own company interest and dependence on wellbeing Huawei company. But suppliers 
 do not have much power. Huawei also works with amounts of suppliers in order to meet 
 its demand (Huawei Corporate Governance, n.d.). 


Keep Satisfied: Customers hold high power on influence the company. According to 



(27)Huawei Annual report in 2019, the company serves more than 3 billion customers. But 
 customers  do  not  have  much  interest. As  long  as  customers’  needs  can  be  met  and 
 satisfied. Government  has real  power on the fundamental  business  running. Huawei 
 needs to follow regulations, pay taxes and adapt the changing of laws. The media do 
 not have interest but power. Media has the power to influence customer opinion and 
 big image of company.   


Key players: Shareholding employees have high interest and power. Board of directors 
 and  executive  hold  high  interest  and  power.  Because  they  are  the  highest  body 
 responsible  for  all  kinds  of  decision  making  and  leading  the  company  (Huawei 
 Corporate Governance, n.d.).   


Stakeholders  Power (1-5)  Interest (1-5) 


Board of Director  5  5 


Executive  4.5  5 


Shareholding Employees  4  4.5 


Employees  2.5  4 


Suppliers  1.5  3.5 


Customers  4.5  2 


Government  4  1.5 


Media  3.5  1.5 


Community  2  2 


Table 4 Huawei Stakeholders Power and Interest Table. (Author based on analysis 
 and Huawei annual report 2019).   


Note: Numbers are subjective. Number 1 to 5 stands for 1 less power/interest, 5 more 
 power/interest 


Base on the stakeholder’s power and interest table and analysis. Hereby we conduct the 
stakeholder  mapping  (see figure  6).  Now  it  is  more  clear  to  see  where  different 
categories  of  stakeholders  lie  on  in  terms  of  power  and  interest  with  stakeholder 
mapping.   



(28)Figure 6 Stakeholder Mapping. (Author based on stakeholders table and analysis) 


Board of Director


Executive
 Shareholding 


Employees


Employees


Suppliers
 Customers


Government
 Media


Community


0
 1
 2
 3
 4
 5
 6


0 1 2 3 4 5 6


Power


Interest



Stakeholder Mapping



(29)4.4 PEST Analysis   


In  this  part  of  thesis,  we  will  conduct  PEST  analysis  based  on  Political,  Economic, 
 Social, and Technological factors. PEST analysis is a business strategic tool used by 
 businesses to evaluate external factors which can influence on the business now and in 
 the future.   


Political Factors 


⚫  Government’s supporting policies in responds to COVID-19 pandemic: According 
 to MOFCOM (Ministry of Commercial of The People’s Republic of China) in 2020, 
 it  has  published  circular  about  balancing  the  fight  against  Coronavirus  and 
 economic development at national economic development zones. it intends to help 
 all kinds of business stabilize their operations and chains. The government policies 
 are including guiding businesses to resume production, provision of tax and fee 
 reductions,  financial  support.  According  to  Ministry  of  Finance  and  State 
 Administration of Taxation Announcement No.8 of 2020  business can receive a 
 one-time full deduction on their CIT (corporate income tax) on facilities payments. 


Qualified businesses can also  apply  to the competent  tax authorities monthly  to 
 completely refund the incremental VAT credit incurred after finishing the current 
 VAT tax statement period within the VAT tax filing period, etc. 


⚫  China and US trade war: the particular reason for circumstance of China and US 
trade war has impacted on trading businesses across the countries. According to 
The united stated trade representative, In 2018, The US trade deficit with China 
was  $419  billion.  The  US  imported  $540  billion  from  China.  Most  of  was 
computers, cell phones, and clothing. The US exported $120 billion to China. Most 
of was vehicles, commercial aircraft, medical instruments, and machinery. While 
the trade war becomes worse, On May 2019, US president of Trump enforced a 
tariff. US president of Trump raised tariff to 25% on $200 billion worth of goods 
which is including technology transfer, intellectual property, and innovation. The 
trade war between these two countries certain have impact on businesses from both 
of  countries,  companies  like  Huawei  gets  influenced  by  the  trade  war  between 
China and US and US bans Huawei (MBA Skool Team 2020). Other than macro 
factors like international trading, the Chinese government also has impact on sales 
of  Huawei  company.  The  Chinese  political  circumstances  affect  the  economic 
conditions  of  the  country  and  therefore,  influence  on  the  profitability  of  the 
business.   



(30)⚫  Government promotes technology sector: China has published its national strategy 
 Made  in  China  2025  in  order  to  improve  Chinese  industrial  capability. Prime 
 Minister Li Keqiang launched “Made in China”, (MIC 2025) in 2015. The strategy 
 focuses heavily on 10 strategic sectors, which are New Information Technology, 
 Numerical  control  tools,  Aerospace  equipment,  High-Tech  ships,  Railway 
 equipment, Energy saving, New material, Medical devices, Agricultural machinery 
 and Power equipment (The State Council of the People’s Republic of China, n.d.). 


According to ChinaPower Project (2019), in order to accomplish this plan, China 
 launched 901 government guidance funds with a goal of raising US$347 billion to 
 help lessen the burden of R&D funds for Chinese companies. And totaling over 
 US$138 billion to usher in new era of tech innovation. At the same time, in order 
 to further encourage innovation, the government has also introduced measures such 
 as tax cuts for enterprises in innovation expenditure. 


Economic Factors: 


Economic  factors  are  overall  economic  forces  that  could  influence  the  business. 


Economic factors have a direct and major influence on the bottom line of the technology 
 companies. 


⚫  Economy Growth Rate: 


China’s GDP has been growing sustainably. We can see from figure 7 that China’s GDP 
growth rate from year 2014 to year 2020. China keeps average around 7% GDP growth 
rate from year 2014 to year 2019. China’s economy grew 2.3% in 2020. The particular 
reason for circumstance is that the whole world struggled to contain the coronavirus 
pandemic. 



(31)Figure 7 GDP Growth Rate in China from year 2014 to year 2020. (World Bank data 
 and Statista) 


⚫  Unemployment Rate: 


China has a stable unemployment rate, which with an average rate of approximately 5% 


in the past few years (National Bureau of Statistics 2020). Unemployment rate was 5.2% 


in December in 2019 which the unemployment rate data before pandemic. Officially, 
 unemployment rate jumped to 6.2% in February in 2020 due to coronavirus outbreak, 
 which is higher than the average unemployment rate (National Bureau of Statistics 2020, 
 Fortune 2020). Unemployment rate increasing cause jobless and impacts individual and 
 their family. Unemployment rate increasing may affect lower labor cost. For companies 
 also Huawei could have cheaper labor cost. But on the economy level unemployment 
 rate increasing could also cause GDP drop. Patrick Gleeson Ph.D., (2019) points that a 
 1% increase in unemployment reduces the GDP by 2%. 


⚫  Inflation Rate: 


Inflation  has  the  impact  on  product  prices,  purchasing  power  of  consumers,  and 
 demand/supply. According to World Bank Data 2020 and Statistics (see figure 8) China 
 has an average around 2% inflation rate year-on-year. China hit a record high inflation 
 rate of 2.9% in 2019 in past seven years. The lowest inflation rate is 1.4% in 2015 in 
 past seven years. Last year China stayed on 2.5% inflation rate regards to COVID-19 
 pandemic.  High  inflation  could  result  higher  consumer  price  and  decrease  the 
 purchasing power of consumers (Ha et al., 2019). 
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(32)Figure 8 Inflation Rate (%) in China from year 2014 to year 2020. (Author based on 
 World Bank Data and Statista) 


Social Factors: 


Social  factors  also  have  certain  impact  on  information  industry.  Social  attitudes, 
 behaviors, culture, and social trends that impact on the businesses and target market. 


⚫  Aging Population:   


Figure 9 Population ages (% of total population) in year 2015 and year 2020 in 
 China. (Author based on World Bank data and United Nations Population Fund) 
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(33)According  to  the  data  from  United  Nations  Population  Fund,  there  are  1.44  billion 
 people  in  China  by  2020.  Population  aged  from  0  to  14  takes  17.7%  of  its  total 
 population which almost the same compare to 18% in 2015. Population aged from 15 
 to 64 takes 70.3% of its total population which decreased 2.4% than year 2015. and 
 aged over 65 and older holds 12% of its total population which increased 2.8% than 
 year 2015, and which is expected to increase by 27% in 2040. There will be more and 
 more old people. It could mean that less labor in the market. And also according to 
 CINIC (China Internet Network Information Center) in its 47th China Statistical Report 
 on Internet Development in 2021, there are only 9% of population which aged over 65 
 years and older are mobile internet users by the end of 2020 (CINIC 2021), which is 
 significantly low.   


⚫  Mobile Internet trends: 


According to China Internet Network Information Center in 2021 (see figure 10), there 
 are 989 million Chinese people are using internet by the end of 2020, which are about 
 65% of the population. Nowadays, the internet  connects  people and things together. 


Increasing mobile internet users significantly shows the trend.   


Figure 10 Mobile Internet Users (Million) in China from year 2015 to year 2020. 


(The 45th China Statistical Report on Internet Development, 2020 and The 47th 
 China Statistical Report on Internet Development, 2021)) 


Technological Factors: 


Nowadays, the technology industry is the very fast growing industry all over the world. 
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(34)The development and creation of internet technology has helped the growth of brands 
 like  Huawei.  The  particular  reason  for  the  circumstance  is  that  the  technology  is 
 growing at a very high-level speed worldwide, the needs for technological devices and 
 services are also following the trend.   


⚫  Artificial intelligent: 


The AI industry is  one of fast  growing industries in  China where  are over 4,000 AI 
 companies in 2019, which is ranked the second place in the world, behind the first place 
 US and China is having certain advantages in data and application. However, there is 
 still a certain gap between China with regions like Taiwan, The US, and EU leading the 
 world in some perspectives such as basic research, chip and talent (Global Artificial 
 Intelligent  Industry Whitepaper  2019).  Huawei  company  is  introducing  connectivity 
 with AI so that systems can adjust to the changing needs of connected things and people. 


Huawei is also devoting work together with 5G and AI. The development of AI creates 
 certain opportunity for companies and also Huawei. 


⚫  5G is on: 


China  has  put  on  the  first  use  of  5G  in  September  2019. According  to  Minister  of 
Industry and Information Technology Xiao Yaqing said that China has constructed over 
700,000  5G  base  stations,  and  more  than  180  million  5G  terminal  connections,  and 
holds the total more than 88 million 5G users in China by the end of July 2020 (Xiang, 
2020). One more opportunity for the high-tech industry and also for Huawei is the rise 
of 5G in communication technology.   



(35)4.5 Huawei Market Overview   


Figure 11 Huawei business segments and revenue market by geographic area in 2019 
 (Unit: CNY Million). (Huawei Annual Report, 2019) 


According to Huawei annual report 2019, Huawei is a global provider of information 
 and communication technology (ICT) and smart devices. From figure 11 we can see 
 that  Huawei  business  segments  are  mainly  carrier  business,  enterprise  business,  and 
 consumers business. Consumer business constantly increasing to 54.4% in 2019 from 
 17.7% in 1997. Nowadays, there are more and more consumer using Huawei’s products. 


One  of  outstanding  products  is  smartphones  etc.,  Carrier  business  and  enterprise 
 business  take  34.5%  and  10.4%  of  its  business.  Huawei’s  carrier  business  provides 
 wireless network, fixed network, carrier software and network infrastructure. Enterprise 
 business provides fixed and wireless communication, data center and cloud computing. 


we also can tell that Huawei holds 59% of its business market in China, 24% in EMEA, 
 8.2% in Asia Pacific, and 6.1% in Americas. China is the biggest market for Huawei.   


As the report made on ICT industry business environment in China by RolandBerger 
together with Lyon Business School in 2020, has pointed that ICT industry is large in 
scale and growing rapidly in past 30 years in China, ICT industry investment has been 
expanded by more than 340 times from 1G to 5G. In 2019, China's ICT industry revenue 
reached a new high, reaching 22.77 trillion RMB, accounting for 25.3% of GDP. It is 
an important part of the national economy; the industry scale ranks third place in the 
world.  In  the  report  RolandBerger  and  Lyon  Business  School  believe  that  the  ICT 
industry will keep growing in China.   



(36)Before we get into the five forces analysis, there are few figures and tables can help us 
 to have better understanding of Huawei business position and competitors. Firstly, from 
 table  5,  based  on  IDC  smartphone  market  report  in  China  in  2021,  the  whole 
 smartphone shipment market was decreased 11.2% YoY in 2020 compare to year 2019 
 since  the  world  and  China  was  dealing  with  COVID-19  pandemic.  In  2020  Huawei 
 holds 38.3% of market share in terms of smartphone shipment in China, where is the 
 first place on the market. Here we also can see that competitors of Huawei are Vivo, 
 OPPO, Xiaomi, and Apple on Chinese market.   


Table 5 Smartphone shipments and market share in China. (Author based on IDC 
 Smartphone Market report in China 2021) 


Figure 12 gives us better picture of the smartphone shipment market share in China. 


We  can  see  that  Huawei  holds  more  than  third  of  the  market,  which  means  more 
 Chinese people choose to use Huawei rather than Vivo, OPPO, Xiaomi, or Apple. Even 
 though  that  Huawei  holds  more  than  third  of  the  market  share,  Huawei  still  faces 
 intensive competition from other competitors. There are only few large players on the 
 market.  Competition  is  rising  from  different  aspects  such  as  price,  quality,  products 
 differentiation, etc. 


Company 


Smartphone 
 Shipments 


in China 
 2020 (in 
 Million) 


Market 
 Share in 


China 
 2020 


Smartphone 
 Shipments 


in China 
 2019 (in 
 Million) 


Market 
 Share in 


China 
 2019 


YoY 
 Increase 


Huawei  124.9  38.3%  140.6  38.4%  -11.2% 


Vivo  57.5  17.7%  66.5  18.1%  -13.5% 


OPPO  56.7  17.4%  62.8  17.1%  -9.7% 


Xiaomi  39  12.0%  40  10.9%  -2.5% 


Apple  36.1  11.1%  32.8  8.9%  10.1% 


Other  11.5  3.5%  23.8  6.5%  -51.7% 


Total  325.7  100.0%  366.6  100.0%  -11.2% 



(37)Figure 12 Smartphone Market Share in China 2020. (Author based on IDC 
 Smartphone Market report in China 2021) 


table 6 lists basic overview of Huawei and its competitors in the industry where Huawei 
 conducts business. Vivo, OPPO, and Xiaomi were founded in China in the year 2009, 
 2004, and 2010, compare to Apple and Huawei, Apple and Huawei were founded early 
 in the industry. And Huawei has the biggest number of employees. Apple takes second 
 place in terms of employees. Vivo holds lest number of employees, which means Vivo 
 has the least company size in terms of employees. According to IDC report in 2021 that 
 Vivo has around 85% of its business inside China. OPPO has approximately 80% of its 
 business in China. Huawei stated in its annual report in 2019 that 59% of its business 
 conducts inside China. Xiaomi has expanded its business outside China in recent years, 
 but  China is  still its  biggest  market  which 56% of business  revenue are  from  China. 


From table  6  we can see that Apple holds the  first  position in  terms  of  revenue  and 
 profit. According to Apple Annual report in 2019 that only 17% of Apple sales are from 
 China, which can explain Apple only 11.1% of market share in terms of smartphone 
 shipment. Apple is a global player rather than only inside China. After Apple Huawei 
 takes second place in terms of revenue and profit. Vivo has least revenue and profit.   


38.3%


17.7%


17.4%


12.0%


11.1%


3.5%



Smartphone Shipment Market Share in  China 2020


Huawei Vivo OPPO Xiaomi Apple Other



(38)Company    founded 
 Year 


Revenue (2019) 
 ($ Million) 


Profit (2019) 
 ($ Million) 


Employees 
 (2019) 


Huawei  1987  122,972  8,971  194,000 


Vivo  2009  25.4  5  10,000 


OPPO  2004  137.7  22  40,000 


Xiaomi  2010  33,000  1,876  18,170 


Apple  1977  260,174  55,250  137,000 


Table 6 Huawei and its competitors overviews. (Author based on Huawei Annual 
 report 2019, Vivo Web, OPPO Web, Xiaomi Annual report 2019, and Apple Annual 


report 2019) 


Besides consumers business, Huawei also plays very important role on Chinese market 
 in  terms  of  carrier  and  enterprise  business  such  as  telecommunication  equipment 
 provider  in  ICT  industry.  Figure  13  pictures  market  share  in  terms  of 
 telecommunication equipment. According to CAICT in its ICT industry innovation and 
 development white book 2020 points that 5G technology will bring ICT industry more 
 energy and competition. Nowadays, there are only few main players on Chinese market 
 in terms of telecommunication equipment which are Huawei, ZTE, Ericsson, and Nokia. 


Huawei holds 48% of the market share. ZTE takes second position of the market share 
 which has 24%. Then Ericsson and Nokia hold 14% and 11%.     
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(39)Figure 13 Telecommunication Equipment Market Share in China in 2019. (Author 
 based on CAICT, ICT Industry Innovation and Development White book 2020 and 


Southweat Securities) 


Table  7 lists  basic  overview  of  Huawei  and  its  competitors  in  the  industry  where 
 Huawei  conducts  business.  ZTE  is  a  Chinese  company  which  was  founded  in  1985. 


According to ZTE Annual report 2019 that ZTE has 64% of its business in China, which 
 also makes ZTE hold second market share in terms of telecommunication equipment 
 on Chinese market. ZTE has lest company size in terms of employees which has 70,000. 


And  least  revenue  and  profit  company  compare  to  Huawei,  Ericsson  and  Nokia. 


Ericsson  is  a  Swedish  company  which  was  founded  in  1876.  Ericsson  is  the  global 
 leading in ICT industry especially in 2G, 3g, and 4G. and also 5G (Ericsson Annual 
 Report 2020). Most of its business operates outside China. The company has 12% of 
 its business inside China. But Ericsson stated in its annual report in 2020 that Chinese 
 market is very important part of its business, especially in 5G area Ericsson would like 
 to  cooperate  and  keep  and  improve  its  market  position  on  Chinese  market.  Ericsson 
 operates  in  more  than  180  countries  and  regions  which  is  the  biggest  worldwide 
 company compare to Huawei, ZTE, and Nokia. Nokia was founded in Finland in 1865. 


Nokia is the oldest company compare to Huawei, ZTE, and Ericsson. Nokia operates 
 in  130 countries  and regions  which the lest compare to  Huawei,  ZTE,  and Ericsson. 


According to Nokia Annual Report in 2020 that the company has 7% of its business on 
 Chinese market. Nokia would like to improve its market position in 5G technology in 
 China. Nokia sees it is the new opportunity to lead the technology industry. 


Company    founded 
 Year 


Countries 
 and 
 Regions 
 Operate 


Revenue 
 ($ Billion) 


Profit 


($ Billion)  Employees 


Huawei  1987  170  122.972  8.971  194000 


ZTE  1985  160  13.932  0.89  70000 


Ericsson  1876  180  27.159  2.052  100000 


Nokia  1865  130  26.045  2.851  92000 


Table 7 Huawei and its competitors overviews. (Author based on Huawei Annual 
 Report 2019, ZTE Annual Report 2019, Ericsson Annual Report 2020, and Nokia 
 Annual Report on Form 20-F 2020). Note: Huawei and ZTE data from Year 2019, 


Ericsson and Nokia data from Year 2020) 



(40)4.6 Porter’s Five Forces Model 


The Porter’s Five Forces model can be a very useful business tool that used to analysis 
 the industry in which Huawei conducts business, in terms of the industry attractiveness 
 and potential industry profitability. The data analyzed employing the five forces model 
 can be used for Huawei to make business strategic decisions. This part analyses Huawei 
 by applying each of the Porter’s five forces model. 


Threat of entry: 


⚫  The economies of scale are relatively hard to accomplish in the industry in which 
 Huawei conducts business. This makes it easier for those produce products with 
 big capacitates to have a cost advantage. Meanwhile, it also makes production more 
 costly for new entrants. And it makes the threat of entry a weak force. 


⚫  The product differentiation is solid within the industry. In the current market is full 
 of  a  wide  range  of  products.  And  businesses  are  putting  efforts  on  selling 
 differentiated products rather than a standardized product in order to get the market 
 hold  and  keep  in  competition  in  the  industry  (Kalyani,  2018).  Customers  are 
 looking for differentiated products as well. These factors make the threat of entry 
 a weak force within this industry, in which Huawei conducts business. 


⚫  The  investment  requirements  within  the  industry,  in  which  Huawei  conducts 
 business are high, therefore, which is making it difficult for new entrants to open 
 and  conduct  businesses  while  high  expenditures  are  needed.  High  investment 
 requirements  are  also  because  of  high  R&D  (Research  and  Development)  costs 
 (Simpson, 2019). All these factors make the threat of entry a weak force in this 
 industry. 


⚫  The government regulations in the industry, in which Huawei conducts business, 
 also require strict licensing and legal conditions to be met before a business can 
 start to set up and sell products. This makes it challenging for new entrants to step 
 into the industry, therefore, it makes the threat of entry a weak force in the industry. 


Overall, the analysis of threat of entry is weak. 


Threat of Substitutes: 


⚫  The threat of substitutes of Huawei comes from rival brands and their products. 


There  are substitutes available for the products  that are made in  the industry in 
which Huawei conducts business. For example, the potential possible substitutes 
of mobile phones can be tablets, smartwatches, laptops etc. The substitutes usually 



(41)do  have  some  difference  in  products  and  functions.  Huawei  can  focus  on 
 differentiated products  and quality  in order to  give consumers better experience 
 rather than substitutes. Comparatively, if companies are producing in the industry 
 in which Huawei conducts business sell at a lower price than other players, with 
 satisfactory quality. This means that buyers are about to switch to their products. 


This means that the threat of substitute products is high in the industry. All these 
 factors make the threat of substitutes a moderate force in the industry. 


Overall, the analysis of the threat of substitutes is moderate. 


Bargaining Power of Buyers: 


⚫  Consumer’s switching costs have significantly decreased the particular reason for 
 the circumstance is that consumers are having more and more products to choose, 
 which makes it easier for consumers to switch brands and products or services within 
 the industry in which Huawei conducts business. Bargaining power of buyers is high 
 principally due to low dependence on providers, but one another side because of the 
 increasing buyers amount and increased price sensitivity (Bartleby Research, n.d.) 


⚫  Celly  (2015)  argues  that  retail  service  providers  have  high  impact  over 
 technological  developments.  Buyers  from  telecommunication  equipment  are 
 performed  in  large  quantities  and  commercial  buyers  of  telecommunication 
 equipment put pricing pressures on its suppliers in order to strengthen its operating 
 margins. Huawei as telecom equipment provider also faces this factor. 


Overall, the analysis of the bargaining power of buyers are high. 


Bargaining Power of Suppliers: 


⚫  According to Huawei Corporate Governance that Huawei holds large number of 
 suppliers  and  every  year  Huawei  assigned  risk  rating  to  its  suppliers  to  see  if 
 suppliers are sustainable. In 2019 Huawei assigned risk rating to 1335 suppliers 
 and 1321 suppliers are low risk. This means that the suppliers have less control 
 over prices, and this makes the bargaining power of suppliers a weak force. 


⚫  The  suppliers  do  not  provide  a  realistic  threat  for  advance  integration  into  the 
 industry in which Huawei conducts business. This makes the bargaining power of 
 suppliers a weak force. 


⚫  The industry in which Huawei conducts business is an essential customer for the 
suppliers. That means that the business's profits are intently tied to them, therefore, 
suppliers need to provide fair pricing. This makes the bargaining power of suppliers 
a weak force. 



(42)Overall, the analysis of bargaining power of suppliers are low. 


Threat of competition rivals: 


⚫  The very few competitors hold a large market share. This means that these will 
 involve in competitive behaviors to increase position and become market leaders. 


This makes the rivalry among existing firms a strong force within the industry. 


⚫  Industry growth rate is also one of factors that make the threat of competition rivals 
 be high. As the report made on ICT industry business environment in China by 
 RolandBerger together with Lyon Business School in 2020, has pointed that the 
 industry is large in scale and growing rapidly in past 30 years in China. In 2019, 
 China's ICT industry revenue reached a new high, reaching 22.77 trillion  RMB, 
 accounting for 25.3% of GDP. 


⚫  The fixed costs are high within the industry in which Huawei conducts business. 


This makes the businesses in the industry to drive to full capacity. This also means 
 these businesses to reduce their prices when demand loosens.   


⚫  The exit barriers are generally high the practical reason for the circumstance is high 
 investment  demanded  in  capital  and  assets  to  conduct.  On  another  hand, 
 government regulations and restrictions also make the exit barriers are high. 


Overall, the analysis of threat of competition rivals are high. 



(43)4.7 VIRO Analysis   


VIRO is a business tool that used to assess the situation inside the business. We conduct 
 a VIRO analysis (see table 8) of Huawei discussing its core competencies and how they 
 help company build a sustainable competitive advantage.   


Resources  Valuable?  Rare?  Costly to 


intimate? 


Organization 
 exploits it? 


Customer loyalty  Yes  No  Yes  Yes 


Human resources  Yes  Yes  No  Yes 


Brand value  Yes  Yes  Yes  Yes 


Product quality  Yes  Yes  Yes  Yes 


R&D Innovation  Yes  Yes  Yes  Yes 


Product line  Yes  Yes  Yes  Yes 


Ecosystem  Yes  Yes  Yes  Yes 


Table 8 VIRO Analysis of Huawei. (Author 2021) 


•  Customer loyalty is customers’ willingness to repeat purchasing with a company 
 or brand. According to cnTech Post that Zhang (2020) stated Huawei customers 
 loyalty has been rapidly growing in past years in China. But customer loyalty could 
 change since it is based on many factors such as design, value of product, customer 
 satisfaction, and customer experience etc. 


•  Human  resources  consider  essential  factor  to  build  core  competitive  advantage. 


According to Huawei Corporate Governance (n.d) that the reason Huawei holds 
 many talented employees is its human resources team. Huawei also greatly values 
 its employees’ capabilities and development. 


•  Brand value is a very important source of competitive advantage for any business. 


Huawei is devoted in its dedication to innovation and driving value for consumers. 


In the latest BrandZ Top 100 Most Valuable Brands research, published by WPP 
and Kantar, Huawei is ranked 45th place, with a US$29.4 billion brand value (nine 
percent  increase YoY)  in  2020.  and  among  its  competitors  only Apple  is  ahead 
Huawei, which is second place in the ranking. The others like Xiaomi which takes 
81th  place.  Oppo,  Vivo  and  Nokia  others  are  not  the  list.  It  is  a  testament  to 
Huawei’s success in executing its long-term vision of building a fully connected, 
intelligent world but also for its consumers and partners. 
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