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Introduction
by Sonia Zheng Peng




V4 HUAWE|

Global leader in information and communications technology (ICT) and smart devices

@ Challenges ] How was Huawei's performance?
« 2012: Faced scrutiny in the U.S « 99 Billions of Revenue (2023, USD)

« 2018: The U.S. intensified restrictions, heightened scrutiny  Operating Profit CAGR(2019~2023): 8%

« 2019: Added to the U.S. Entity List « Over 200,000 of employees (as of end of 2023)

2020: Further sanctions were imposed

‘E What's Special about Huawel's Management Culture?

Huawei exemplifies Fajia Characteristics

- l B

Connection with Bingjia Opposing viewpoints from Rujia and Daojia Comparison with competitor Xiaomi
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Huawel Exemplifies Fajia Characteristics

Fajia j&3R
ﬁa@ }% ) o :

Figures: pragmatic political thinker who sought to create a “rich
state, powerful army”’; Guanzhong, Shang Yang, Shen Buhai, Shen
Dao, Han Fei

"

Focus on Law: Fajia prioritizes the “rule of law” over “rule of

29

men

Meaning of fa: the concept was initially associated with precision
tools: T-square, compasses, weights, measures. Similarly, fa refers
to an entirety of impersonal norms, laws, regulations and
institutional solutions. (Graziani)

Key concepts: impartiality and transparency; punishment;
mediocre rulers

Influences: disrepute for contempt on ethics and intellectuals; key
ideas incorporated into imperial Rujia (Yuri Pine)

HUAWEI

= <Huawei Basic Law % 9E7A;E> established in 1998, which is a
foundational document that highlights the mission, values,
management and operation guidelines of Huawei.

Mission, Core Values,
Goals, Growth,
Distribution of profits

Principles, Employee
Obligations & Rights,
Performance, Best
Practices

Focus, R&D, Marketing,

Manufacturing, and
Investment

Management, Quality,
Budget, Cost, Process,
Project, Auditing,
Business Units, Crisis
Management

Principles, Structure,
Senior Management

Succession,
Requirements,
Selection; Revision of
The Basic Law

S



Fajia Assumptions and Huawel

Fajia Assumptions

= Firstly, the majority of humans are selfish and covetous

= Secondly, this can not be changed through education or self-
cultivation

= Thirdly, this selfishness can become an asset for the ruler, as
long as the ruler can let the people satisfy their desire for glories
and riches in the way that accord with the state’s needs (Yuri
Pine)

Fajia and X Theory

= Fajia adopts a theory more akin to Theory X rather than
Theory Y

= This means that Fajia supports a more authoritative leadership
style

EORY X

THEORY Y

Beliefs of Fajia and Huawel

= Fajia believes the focus should be on gaining power.
» Huawei believes the key is technology leadership and superior
products and services
» In Clause 22, it says “our business model is by gaining a leading
edge in product technology.. through high investments in R&D

hE) PEETEE, THETEE, YORTHS

Antiquity competed in moral values; the Middle Ages pursued
cunning strategies; today disputes physical strength and power.

= Fajia believes the law will make the country strong
» Huawei believes the Huawei Basic Law is their management
charter (“& ¥2 X Z8”) and foundational to its strategy, operation
and management.
» In Clause 26, it says “10% of revenue should be spent in R&D”

[F6E] FEERNERR, F=EE5ENESS

When those who uphold the law are strong, the country is strong;
when those who uphold the law are weak, the country is weak



Huaweli vs Fajia: Key Concepts

s Fajia &3
Concept of Punishment (5] 5j #.4&)

= Fajia advocates for the use of strict punishment (“J 7k
_E77”) and place high value on authority of criminal law

= [ajia also emphasizes that law enforcement operation
should follow the fundamental principles of conservatism
and prudence (“FI &K, WIA”)

Harmony (#=% & #)

= [ajia advocates for harmonious social interaction, and
stress importance of educating and benefltlng the
people, caution in punishment (“#& &.. #I K. & 3]”)

= Fajia stress “appointing capable individuals” (“/£A).

Fajia believes wealth of people ( “'g K. ” ) is essential,
a prosperous society supports legal governance

(RF)

Huawei \k

HUAWEI

Management and KPI

Centred on Huawei Basic Law, appraisal and

assessment process (“% 4 5 #F#) built in its business
development, HR management, budget planning, quality and
cost control.

Huawei has strict KPI assessment, ensuring the performance
evaluation is rigorous

Human Resources Management

Chapter 4 in Huawei Basic Law dedicated to human
resources management

Huawei holds high standard for talent selection, ensuring
that qualified individual are chosen for specific professional
roles; attractive salary and incentives

.l,"
L



Huawel vs Fajia: Key Concepts

Vs Fajia &3
Adapability (B & %)

= Fajia advocates “the law should evolve with the times,
and governance should align with the needs of the era” (“
kG, 6 h )

= Fajia advocates for “reformation” (“7 %), meaning
the law and policies should be crafted in response to the
specific issues and realities

Yao Dao (Bz &)

= Hanfei stressed “essential” (&), indicating the
importance of understanding the core principles of all
things

(RF)

Huawei \k

HUAWEI

Adaptability and Crisis Management

= Chapter 5 in Huawei Basic Law dedicated to crisis
management. Huawei stresses strategic capabilities,
enabling them to lead in 5G sector.

= Inresponse to US sanctions, Huawei made adjustments in
strategies and focuses on semiconductor, Al, cloud
computing and electrical vehicles

Core Competences

= Huawei focuses on developing core technologies and
products that possess global competitiveness

= Huawei’s R&D capabilities ensures their industry leadership

.l,"
L



Connections with Bingjia

Huawei's management is based on the Huawei Basic Reflection in Huawei Basic Law(4& 7 ,;Egz}:\,;c:)
Law (% 4 & A %), which fully implements the

ideology of Fajia (% %). At the same time, many

sections of the Huawei Basic Law embody the » Stay hungry, always » Follow the trends and » More flexible, More
thought of Bingjia (& %). be activated embrace the changes effective
Military strategies are like water % —% &KMNBAKTHEN =% MERERRRE %+ A% RS R
2 &R 5k, 84 AR B RAY, METHE R pR, A — > R AL 4> ol
-ﬁ%ﬁj{%ﬂ( AT G 1, 1% Ry KAZY, A& BRI, LMAE Ky
P BR AL R T AL T iE R RAH, #aelk TR, RAENE] R
= As Wwith business management’ the ’H’\/j&o &{]]ﬁikéﬁm%o ﬁui‘fé‘?ﬁﬁ{y\] ;ﬁ";io

heavy focus is on the need to
understand real life situations, and on

executions. » Think outside the box , » Dynamic evolutionary » Take positive and
break one’s routine matrix Org. structure responsible action
= Military strategies are similar to B _+txE& BLRBEHR B AL NS mmy Lt & NIAHBR
business strategies — both are like water, R BB, BT 478k SEIELEA, ——ATr T A2, K
which has no shape itself, and is shaped EH, AFARA A 5 B AR, Fofo bR AT B
ceorde circumstances. o wn. b7y AT BT 4 B 2 3 WIHAE, e, EAHK
A Tt o A 5 AR SR 389 477 o

= The keys to management — to manage
“power” and “planning” A& 3Z.




R T ey S SRR Y
JRNERS T e
7R 5 o

The Reflection of ""'military strategies are like water" in Huawel

Huawei's matrix organizational structure and its dynamic evolutionary process of constantly adapting to
changes in strategy and environment fully reflect the Bingjia thought of "military strategies are like water" .

Business Structure

. e : Unchanged
To create an agile organization that responds quickly to SRR

customers and markets, Huawei's regional organization has
changed every year for the past five years. Network Product & et || e
Solution Division exists only in 2019 and 2020, and was

merged into other divisions after 2021. Similarly, Device BG
and Global Technical Service Business Units were created in
2021 and 2022, respectively, but were merged into other
business units the year after their creation. Consumer BG

Intelligent

Consumer H&x: i Digital | Automotive
Business Computing Power Solution
Business

N Division was abolished in 2021, but was reinstated in 2022. Regional Organizations
;s l‘ 1 - i -- H
7 AN LT L =) e

NG5

ICT Infrastructure Business

Let the people who hear the o 63
gunfire make the decisions. corer . Jenere s rodcts [ ovices || 0L o [ 4

2020 Regional Organizations
o R e n Z h e n gfe i ICT Infrastructure Managing Board Consumer Business Mangiliing Board
ge—
Network L=
Cloud & E2@
Carrier BG || Enterprise BG Products & ’ Al BG Consumer BG ig =
Solutions = g2
S5
832
=R
2 0 1 9 Regional Organizations Regional Organizations

ICT Business Organizations

Network
Carrier BG Enterprise BG ( Products &
Solutions

—~—

Consumer BG

-
e
by

=

s

2

=
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g
£
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Regional Organizations



Rule of Law In Bingjia

Bingjia advocates the rule of law and also emphasizes punishment. Like Fajia, Bingjia emphasizes the use of

the will and behavior of the law to constrain or bring into play human subjective initiative. Under the premise "ﬁ ﬁ
-t ‘

of emphasizing the majesty of law, Bingjia, on the one hand, attaches importance to the strictness of reward
and punishment, and, on the other hand, highlights the spirit of power and change to safeguard the decision-

making authority of generals.

Wuji Bingfa % 5 &%

4, :',f Wining with governance, strong

discipline as pre-condition
VLB RE, BARA R

Wei Liao Zi &F4kF

Heavy rewards and heavy
punishments

“EXEH”
Si Ma Fa 3] % %
Timely enforcement of penalties

and prohibitions
“HEATH . 417

“If the decree is not clear, if the reward and
punishment are not believed,......, what good
will they do?”
CEIERATH, RINME, £k, B
r#, RAEH, FMETH?”

“The reward is like the sun and the moon, the
letter is like the four seasons,..., the soldiers do
not use their lives, which has not been heard
of” “R4e B A, ey, SdF4k, #
T, EETFRAGE, AZEL,

“Reward IS not overdue, ...... Penalties are not
to be relocated, so that the people can quickly
see the harm of being ungood.”

“CRAE, RRBEAAHEZAE, FRE
7, MRRBREALEZFL, 7

=

Z SN

» Rewards and Punishments

in Huawel

FNT NG X ER LN T A B F
IR AT g 22\ B £ K SE E IR E AT R
L, R#EH K7 K FETHFLR,
FNTAF ANTERH G FE L,
BT T R LAHF o

» Use methods in line with
local circumstances A %

EhFmE KN716075HE, REHF
AF W IBIH G = ANGFTF SR
R, FEXZ ETEE95EA o

V2 HUAWEI

W5 At N
A A *h."‘ﬁ
1*’" e \

. h'ﬁhi.v T M a
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Rujia in Huawei - #LiEZ S

e Rational Governance or Emotional Governance

Rujia Fajia Huawei

» Rujia teaches people through > Fajia promotes governance through law, » Huawei has a strong and complete
truth, goodness and beauty emphasizing consistent principles even if corporate governance structure. For
QEST S e the situation changes. It sees law as a tool example, Huawei follows the principle of
using a simple and emotional for judgment rather than the only measure of "profit coming from a single source."
approach. right and wrong. C “F1d5—3L” ) All income for staff in

Huawei can only come from Huawei's

> eoled R > B S C s kAl GlAS salaries bonuse)s/ dividends, and other

Zi#E, hxE. ” byILF Fitb, Azl Bk, 7 by BT ’ ’ ’

official sources.

> eg. “RIAAFIILRE AKIK S &Y
FAMCE A . 7 by A Kk



Rujia in Huawei - 4LiZ2Z2 %

Classic VS Innovation

Rujia

Rujia focuses on the past,
believing the best society was
during ancient sages. It views
the rituals of the Zhou Dynasty

(“J4L”) as the ideal
standards to follow.

eg. “Fsrzim FHme” by

&T

Fajia
» Fajia always supports reforms to keep up
with changing soceity.

> eg. “SHRULIZBELHZR, FF
"z A4 by $iET

Huawel

> Huawei CEO - 4£ iE 3E rarely reflects on

Huawei's history, and it's almost impossible

to find pictures of the company's past

within Huawei.

> Eg. “RAREZRHL, BAZEHA

. ” by EEIE (£ HCEO)



Rujia in Huawei - Work Schedule

e 996.I1CU - Work by "996’, sick in ICU"": The 996 work schedule means
working from 9 AM to 9 PM, six days a week, for at least 72 hours of
work each week.

e The "996" work schedule refers to an illegal work schedule in China.
However, it’s popular among the high technology companies.

The State shall practice a working hour system wherein labourers
shall work for no more than eight hours a day and no more than 44
hours a week on the average.

--------- Labour Law of the People's Republic of China




Rujia in Huawei - Work Schedule

e Huawel is listed as the top company on the "996 Company List." It even uses the 9106
working model, which involves working from 9 AM to 10 PM, six days a week. Additionally,
employees are required to sign a voluntary struggle agreement (“H &8 2 & 11130).

LIG P Attn, KAREAT . LIAF A
--------- EHRAEW

T i Yy A AL A S AR AT R T LB R, FE5 S BRI 1
-------- [ IR S P

28T
FRTE o /5 . ,
o NEEF paiiie 0 SR HERSE

< 2010%F
= =R 9106 =X "B =HE N
*1 8 ¢ fir =4 #

-~ ol 8B | .Z:ffj-u();\',—~:<.; i:' i . : ar g TR b .‘1 - “,“_:7,_ _‘\: .{‘A
,ﬁ.ﬂ( !i’l:‘ 2%‘;3 996 i o) -y . QJ/AIDX < Il I p* L9 850 F-4-22

A HHVH = ‘/7:/,;7-1“,)
el e
e 20184 SR T MOSNSBRRT, AOUSR T HIBN
BRI HN 854 2 AR sy 9106 : ' - ——
CFrinewm i3



Rujia in Huawei - Work Schedule

e Huawel's culture emphasizes struggle and hard work, while
Rujia highlights values such as benevolence, righteousness,
propriety, wisdom, and trust (“4=>. “3X. “sL”. “F”. 996 BER251

cc,f%*aa) :

e The management wisdom in Rujia emphasizes compassion,
loyalty, and integrity. = | :gg
\
e Huawel should care more for their staff and respect their
employees. We believe that Rujia shall be incorporated into
Huawei's corporate culture.




Daojia in Huaweil — Mr. Ren V.S. LAO ZI

e Far-Ahead (&4 %) e Non-Action(X. % # &)

>> >>

e Culture: Aggressive e Culture: Wu wei

* Methods: Technological Innovation * Methods: Simplicity 7 X

* Market Strategy : Market Dominance * Market Strategy : Harmony




Daojia in Huawel - Culture

» ¥ Aggressive Strategy

=

» Y Non-Action(£ %)

Objective Clarity IV

Emphasize Proactive and Achieve harmonious and natural

Enterprising Spirit governance &
Wolf Culture (996, 10107) Emphasize following nature - |

without deliberate intervention.




Daojia in Huawel — Methods

= & -
@ Innovation

|

Achieve a leading position through
technological innovation, market
strategy, and efficient management.

“_@ & Simplicity

o
1L e <4 <
f“’::\\“v 7
fase A
=& A AIsLs it *

ta



Daojia in Huawel - Market Strategy

» % Competitive
‘a® H
o armony

Modern Business Philosop
on Competition and Efficiency

Taoism, emphasizing harmony with %E

' iVi nature. Py
Emphasizes Proactivity and e

Aggressiveness e AREEEN
5 5 i 5 3 }w g ;' 4




Conclusion: Dao or Fa?

Practlcal%
(Fa Jla)

Strategy

" (Dao jia) ' )







What about Competitor? - Fajia Principles Reflected in Xiaomi

VK EER @ Emphasis on efficiency and regulations

Xiaomi Corporation

Fajia advocated for a well-structured legal system to maintain social order and
enhance administrative efficiency.

Similarly, Xiaomi places a strong emphasis on standalized processes and efficiency in
its internal management.

Xiaomli 0 Centralized decision-making

Fajia promoted centralized power in the hands of a ruler. While Xiaomi's decision-
making process is relatively open, ultimate decisions still rest with the top
management, aligning with the centralized nature of Fajia thought.

Focus on law and contract

Fajia highlighted the importance of law in maintaining social order. P s
Xiaomi, like any modern corporation, places a strong emphasis on contracts and " R i
53 g .‘,‘
- legal compliance in its business dealings. LSRR %




\ .

Differences in the application  yoom, .@ ‘
of Fajia in Huawei and Xiaomi FeSf'va'

| n/\J -
% » >
Huawei € Place greater emphasis on € Highly consistent with € Strict internal competition
institutionalized management, certain aspects of Fajia mechanism
&V& performance appraisal, and thought. € Talent training system
HUAWEI efficiency priority. #® Global strategic layout.
Xiaomi € Emphasizes institutional € Also related to Daojiaand 4 Product philosophy of "Just
management Rujia ideas. for fans"
€ Pays more attention to user € Open ecosystem
experience, rapid iteration and € Strategy of "Xiaomi plus

open cooperation. rifles.”



\|/
Both Huawei and Xiaomi have drawn nutrients ™~ ? H UAW E I

from the thoughts of various schools of thought
and combined them with their own circumstances
to form unique corporate cultures and
management models.

Each of these two models has advantages and
disadvantages, and may perform differently in il ;’.‘.;,%,\f"*““’“°“‘s mm
different market environments. ' ~
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Conclusion

— - by Sonia Zheng Peng




'g What did we learn through our analysis?

Huawel's ongoing and past management practices, grounded in the Fajia philosophy, have
demonstrated their effectiveness in helping the company navigate challenges and obstacles.

BEIJING, Oct 31 (Reuters) - Chinese tech giant Huawel (HWT.UL)
reported a drop in net profit despite a jump in revenue on Thursday for
the first nine months of the year...

“Even now, we can’t say we’ve secured survival,” Ren said on Oct. 14.
Unlike Huawei, <99% of Chinese companies can collaborate with the
U.S.,” Ren said. “They haven t faced sanctions, their computing power is
higher than ours, and they have access to superior technology.
“Don’t look at us today and think we have great dreams, ”» he Sald “NO, Huawei founder Ren Zhengfei at the coinpany"s headquarters in sthenzhen, C'h.ina, in January

A % 2019. Ren recently spoke about Huawei's survival at a programming competition event on Oct. 14,
we are still struggling.” 2024

QILAI SHEN—BLOOMBERG/GETTY IMAGES | Sa“/

-

Looking ahead, we recommend incorporating elements from the Rujia and Daojia philosophies to
further enhance Huawei’s ability to adapt to the evolving mindset of the workforce and changes in
the business environment.
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