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1. Executive Summary
This report had focused on Huawei’s case study of change management in dilemma of US sanction which took place since 2018. Huawei as a rapid growing company had exhibited amazing resilience and vitality against to the sanction imposed on it, all key factors had been tracked and analysed using different perspective, conclusions had been drawn from the analysis such as:
1.  Huawei’s customer-oriented culture had granted its advantages on flexibility of change management rather than conventional product-oriented approach.
2. Employee shareholding system is enough eye-catching even radical when compare with other companies, but it activates “hero spirit” for every shareholding employee，and keep them involved in the change management.
3. Huawei has overcome possible resistances for change, keep the organisation dynamic and aggressive. And it uses middle and senior manages rotation scheme to overcome negative influence of Power and Politics.
4. Huawei had adopted a mixture of Planned change approach and Emergent change approach to conduct its change management, and the change management process looks healthy so far.


2. Further introduction about Huawei’s history
Huawei, a company which is usually reminiscent of China when mentioned by people outside of China, similar as Sony to Japan and Samsung to Korea. This metaphor also reflects the importance and influence of Huawei, as it somehow had already become a spiritual symbol of its country, as pointed out by Udin (2021), Huawei remained No.1 in Chinese 5G smartphone market until 2021, almost three years after US sanction began, that had shown amazing resilience and vitality which are far beyond a conventional commercial company is capable of. Someone may speculate this phenomenon implies Huawei is “possibly” backed by Chinese official but with no assured evidence, just like US former president Trump alleged that Huawei’s services may “open back doors” for Chinese government in intelligence gathering activities against other countries but unable to offer any proof (Feng and Cheng, 2019). 
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Figure 1: Global market share in mobile infrastructure equipment
(Original source: IHS Markit, Chart created by BBC News)
Many people may only regard Huawei as a smartphone manufacture, actually back to 1987 when Huawei was established in a small apartment of Shenzhen, it was only reseller of Hong Kong made PBX (Private Branch Exchange), but soon Huawei decided to establish its own research and development centre to manufacture PBX products (BlasterTechnology, 2022) and eventually grew to the top mobile infrastructure equipment provider worldwide before the US sanction. Referred to Hooker and Palumbo (2019), Huawei has surpassed Ericsson to take the crown of world’s mobile infrastructure equipment providers within 2 years since 2016 as shown in figure 1. Meanwhile, Huawei’s business is well known in two categories: “Networks” and “Terminals”, “Networks” means in dealing with telecom operators such as provisioning of 5G network infrastructures and solutions, “Terminals” represents selling devices directly to end users such as Huawei’s smartphone business. These two sectors just look like “legs” in supporting Huawei’s rapid growth, however Huawei was on the brinks of attempting to abandon one of legs more than once when performing its change management: once during 2002 to 2003, Huawei almost sold entire “Networks” sector to Motorola for $7.5 bn, the deal was ended because the new board of Motorola refused to pay such high price to acquire from Huawei in fears of share price and profitability (Friedman, 2019); another in 2008, the year Huawei was about to sell its smartphone unit for more than $3.5 bn to private equity firm Bain Capital because of low profitability out of smartphone unit (Mobile World Live, 2009), whereas the deal was finally called by Huawei itself due to “internal dispute”. 
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Figure 2: Photo of Ren Zhengfei, Founder and CEO of Huawei (Huawei, 2023a)
For a leading company in any industry, there must be a successful leader behind the company, like Steve Jobs to Apple, Elon Musk to Tesla and SpaceX, and so does Huawei. Ren Zhengfei, the man behind Huawei, also considered to be the spiritual leader of Huawei since establishment, had brought enough influence and efforts in shaping the organisational culture of Huawei. His civil engineering background and 10 years’ service experience in Chinese military (Huawei,2023a) had gifted him an attitude to be practical and realistic, which aided him in seeding Huawei’s spirits and culture. Refer to De Cremer and Tao (2015), Huawei’s organisational culture is the key of its success, including emphasizes hard working is the only way of obtaining opportunities and promotions, although this value is shared by many companies as they declare to, Huawei has designed an incentive performance system which is an employee shareholding system that allows employees to hold most shares of company (more than 98 per cent shares except shares held by Ren Zhengfei as stated in 2014 annual report), and makes Huawei owned by its employees in practice. Huawei is never a public company, but it’s neither a “private” company as well. Huawei’s employees referred this system as “silver handcuffs”, different to “golden handcuffs” which is designed to retain core employees within a company for a period of time (Kenton, 2021), this scheme reflects Ren Zhengfei’s willingness of sharing both responsibilities and benefits with employees. In China, Huawei’s culture is usually reminiscent of “Wolf” like, as it emphasizes both of aggressivity and true reward giving, none can be omitted. Huawei’s culture had surely brought aggressiveness in leading success, as well as disputes and oppositions that got itself into troubles (Zhong, 2018).
2018, the year US former president Trump initiated Sino-US trade war and the full sanctions over Huawei, is usually considered as Huawei’s watershed of rapid global expansion, or Huawei’s waterloo moment that someone may think so. But Ren Zhengfei denied such expression when he was questioned by reporter in an interview with CCTV, the Chinese official television. While he had been questioned whether Huawei had reached on the brink of doom due to US ban, he clarified that the status after US sanction is the optimal status ever as “everyone in the company is motivated, the combat power takes steps forward everyday” (Hi China, 2019). Because the challenge brought by US sanction was the third crisis in Huawei’s history, the most “undangerous” and “moderate” one relatively. 
This report is focusing on Huawei’s change management whether the effectiveness of it under the context of full sanction induced by US government. More details will be revealed in following.   

3. Main findings of Huawei’s change management
3.1 External and Internal drivers of Huawei’s change
In previous discussion, few key factors and drivers of change had been listed for Huawei, two critical drivers which could be exactly classified as external and internal, are far more essential rather than others in Huawei’s case study.
· External: US full sanction
· Internal: Endogenous organisational culture
  The reasons of US sanction against Huawei are lame, which reflects some sorts of unconfident and judging others by oneself. One of the reason, Huawei’s founder and CEO Ren Zhengfei has been accused to be proxy of Chinese military forces and government, only because of his military service history. If this connection works, US government may also be alleged to be a “military government” because Donald Trump had praised on his experience when he was a student in New York Military Academy at age 13, as “he always felt that he was in the military” (Dowd, 2015), even younger than Ren Zhengfei’s military enrolling age. Another reason, as discussed by Garsd (2018) in a morning show, that Huawei is unable to deny request of providing information to Chinese intelligence agencies under their speculations. It is doubtful to name such speculations as “gauging the heart of a gentle man with one’s own mean measure”, just like the PRISM scandal leaked by Edward Snowden was alleged in allowing NSA to access servers of US service providers directly for intelligence gathering (Rushe and Ball, 2013). 
  Nevertheless, the sanction had forced Huawei to abandon old route of its business activities, especially the supply chain which heavily relied on suppliers like Qualcomm Inc for chips before the ban. At the same time, US government had taken measures to prevent Huawei to enter US domestic market, ceased government purchase of Huawei’s products and forced US commercial companies such as Google and AT&T to withdraw from cooperation with Huawei (Weber, 2018). 
  Huawei’s endogenous organisational culture is the most important internal factor and driver in leading change, even though without the impact of US sanction, the endogenous organisational culture is still strong enough to lead the change alone. According to Williamson, Wu and Yin (2019), “Huawei is a living organism that constantly reconfigures itself”, which may be referred as a “super-fluid organisation”. Also, Huawei’s CEO Ren Zhengfei declared that the direction sometimes can be hazy, but Huawei must stay dynamic as an organisation (Pan, 2022), which means Huawei is always on the way of moving forward. In fact, Huawei had initiated its Plan B long before the 2018, when the sanction took place. In 2012, Huawei released K3 series chip which was the first self-developed Kirin chipset used in its own smartphones (Udin, 2023), “Plan B” strategy first time entered the public eye. Ren Zhengfei admitted Huawei always invest both Plan A and Plan B simultaneously only varies on budget allocation, but apparently Plan B was allocated most of budget after the sanction (Huawei, 2023b).
  Hence, both external and internal drivers are pushing Huawei’s movement towards the change. 
   
3.2 Stakeholder analysis of Huawei
Stakeholder analysis is designed to figure out the influence and interest weighting of various stakeholder groups, aim to locate which stakeholder group potentially impacts the organisation in the change management process. Because different stakeholder group has unique view of the organisation and different perceptions about the change is brought by the organisation (Tractivity, 2023). Additionally, through stakeholder analysis, an organisation may find out those stakeholders about to exert support on organisational change and those who will go against it (Tractivity, 2023).
  The interest/Influence Matrix, also as known as Mendelow’s Matrix, exhibits the mapping of different stakeholder groups according to the degree of interest and influence within the change process. By conducting a stakeholder analysis for Huawei, the Mendelow’s Matrix of Huawei is showed below in figure 3:

	High
	· Foreign Government
	· Employees
· Customers

	Power/Influence
	· 
	· 

	
	· Chinese Government
	· Senior management
· Competitors
· Suppliers of critical parts

	Low
	Interest
	High


Figure 3: Mendelow’s Matrix of Huawei (created by author)
According to degree of Power and Interest, stakeholders are classified into four separated quadrants, while bottom left quadrant represent both low interest and low power, Chinese government falls into this quadrant because it stays minimal efforts in Huawei’s change process due to consistent and indiscriminate policies on supporting all Chinese companies including Huawei. Foreign government, especially the US government is classified into top left quadrant which represent high Power but low Interest. The active US sanction is a metaphor of high power, but it shares low interest from Huawei’s change process, that need to be kept satisfied. Bottom right quadrant contains stakeholders with high Interest but low Power, the only stakeholder group in this quadrant that might surprise people is Senior management, as it generally stays in top right corner from other cases. Huawei as a private company so far, is “highly bundled with the rights and interests of its employees” (Huawei, 2023b), Ren Zhengfei as part of senior management only held 1.4 per cent of total share, although he owns power of veto because of his special status, he has no sole decisive power on any proposal of Huawei but the Representatives’ Commission members who are elected on “one-share-one-vote basis” (Huawei, 2023b). Now it’s the top right quadrant, as mentioned above the Representative Commission which is representing all shareholding employees demonstrates an amazing phenomenon of high Power and high Interest. Customers also fall into this quadrant, is also unusual comparing to other cases. One of Huawei’s greatness, it had noticed the importance to design the organisation around customer needs rather than around product lines since early ages, this unique strategic sight helps Huawei in achieving a high level of flexibility when compares to other product-centred companies and keeps Huawei reconfiguring its organisational structure to meet customer’s evolving needs (Williamson, Wu and Yin, 2019). This also indirectly grants Customers as a stakeholder group with high Interest and high Power, that requires active engagement and close management.

3.3 Resistance to Huawei’s change
Refer to (Cameron and Green, 2012, p.63), resistance to change is defined that “individual and groups of individuals do not wholeheartedly embrace changes that are being introduced.” In previous conducted Lewin Model analysis for Huawei, three resistances to change were listed:
· Lower profitability concerns on increased R&D (research and development) expenditure.
· Overload stresses on R&D department.
· Lower brand attractiveness due to slower technology iteration (because of replacement of self-developed chips for instance).
  To be honest, if replace Huawei with any commercial company under current status quo of facing sanction, the three resistances to change will still be active, which reflects consensus over the resistance to change.
  In Schein’s model of transformative change, Edgar Schein developed his model based on Lewin’s three step model by inducing additional disciplines such as “clinical psychology” and “group dynamic” (Cameron and Green, 2012, p.61). Within his model, he suggests two principles for transformative change to take effect:
1. Survival anxiety must be greater than learning anxiety. 
2. Learning anxiety must be reduced rather than increasing survival anxiety. 
(Cameron and Green, 2012, p.63)
  Huawei’s change management somehow perfectly match with two principles of Schein’s model. One example is about what happened after Meng Wanzhou Event, Meng as Huawei’s CFO (chief financial officer) was arrested during flight transferring in Canada back to Dec 2018, the main reason for her arrest is due to an US issued warrant which alleged “Meng covered up attempts by Huawei-linked companies to sell equipment to Iran, breaking U.S. sanctions against the country” (Warburton, 2021). While Ren Zhengfei was interviewed by CCTV as showed in (Hi China, 2019), he mentioned Huawei had reached its “life-or-death” moment before Meng Wanzhou Event because of “laziness, unwilling to work hard when pockets are full”, but Meng Wanzhou Event remotivate the whole company and employees, made them to realise the survival crisis of the company which enhance the survival anxiety to exceed learning anxiety. In another hand, Huawei’s heavy investment on R&D and customer-oriented culture as mentioned earlier had significantly reduce the barrier of learning, which reduces learning anxiety compare with others. 

3.4 Huawei’s Power and Politics
According to Clement (1994), he concludes that organisational culture, leadership, and power are the key factors of organisational change, while culture and leadership are one side of the coin, power and politics are another. Organisation culture, as defined by Schein and Schein (2017) says is “a pattern of shared basic assumptions” learned by members of group and gained their recognition and applaud with validation in practice, that will be shared with new members to follow. Nevertheless, organisational culture is not always playing decisive role in organisational change, like pointed out by Chatman and Cha (2003, p.23): sometimes if “the less formal direction you give employees about how to execute strategy, the more ownership they take over their actions and the better they perform”. 
  While organisational culture perspective assumes organisations as rational entities, whereas power and politics perspective argue that organisations “often act irrationally” (Burns, 2017, p.247). As emphasized by Clement (1994), early studies and research on organisational change ignored role of power and politics in the change, but recognised by recent research that organisational change relied heavily on the use of power, which is politics.
  Power and Politics could be positive sometimes, in general perception they can be troublesome if misuse even by the chief executives. Huawei had introduced a scheme to minimise the consequences, which is “continuous rotation of middle and senior management”, Huawei’s incumbents of middle and senior management need to rotate between different positions, including Ren Zhengfei, the CEO. Contrary to most of other companies, Huawei’s rotations include both horizontal and vertical (downwards) if necessary (Williamson, Wu and Yin, 2019). This rotation scheme has avoided bureaucratism and solidification of power which are plague of organisation; as well as forcing managers to implement new idea quickly enough before next round of rotation (Williamson, Wu and Yin, 2019). This is also a match to what Ren Zhengfei had insisted, stay dynamic as an organisation.
  
3.5 Huawei’s Implementation of Change Management
The force field analysis conducted for Huawei previously was developed by Kurt Lewin, who also firstly coined the term “Planned change” approach. According to Burnes (2017), Planned change means “the organisation pro-actively identifies an area where it believes change is required and undertakes a process to evaluate”. However, due to limitations of the era, the Planned change approach had been questioned broadly in last 2 decades of 20th century, because more and more researchers and practitioners realised Planned change approach and Lewin’s model are built on linear sequence and static assumption which are impossible to deal with change management that are “messy” and “untidy” in reality. Under this circumstance, a new approach of Emergent change raised concerns. Advocates of emergent change approach believe that “change is a continuous, dynamic and contested process that emerges in an unpredictable and unplanned fashion” (Burnes, 2017, p.363). 
One fun fact about Huawei’s change management, it does not exclusively belongs to either Planned change or Emergent change, but most likely to be a mixture of two, similarly to what Brown and Eisenhardt (1997) defined change is neither “incremental” nor “radical” but lies in between. Huawei’s Plan B as previously mentioned, is more likely to be a Planned change approach which prepare ahead of actual possible crisis, whereas before the US sanction took place in 2018, the “hypothetical” supply chain crisis seems to have no timetable of arrival. Hence it requires great perseverance and endurance to perform the change management against emergent crisis, which shares in emergent change approach. There is an outstretched detail on aforementioned story about Huawei’s change management philosophy, when Huawei earned its first pot of gold by acting as reseller of Hong Kong imported PBX, Ren Zhengfei proposed to develop and manufacture with Huawei’s own technology rather than staying still as reseller (Sekulich, 2018). It is unknown that how fierce the objections from dissenters then were, but the truth is Huawei had won its first campaign of self-reliance, which lay the foundation of Huawei’s spirits and change management.  

3.6 Evaluation of Huawei’s Change Management Process
Refer to (Burnes, 2017), change process comprises three elements which are “Objectives”, “Planning”, and “People” and share interlink with each other. Objectives element suppose to set clear and feasible goals for organisation change and keep monitoring the outcomes of the change. Burnes and Jackson (2011) had concluded reasons for most failures of changes, which are “complacency, poor communication, weak leadership, lack of value alignment, inappropriate culture and political infighting”. In Huawei’s change process, these factors are either barely to be seen or been nipped in the bud. For example, Ren Zhengfei confessed the moment before Meng Wanzhou Event is the most dangerous moment of Huawei as aforementioned, was a case of complacency. But it had been contained by the change management efforts after the sanction. Additionally, Huawei’s rotation scheme had attempted in max possible magnitude to prevent political infighting, which is chronic disease for many companies.
  Planning element is necessary to be prosecuted after establishment of organisational goal, but process of Planning is not a straightforward or linear consequence to carry on, but a reduplicative process to re-examine previous decisions and goal settings for amendment of change management (Burnes, 2017). One of Huawei’s key components of organisational culture is the “culture of superfluidity”, referred to Williamson, Wu and Yin (2019), Huawei had conducted numbers of mass resignations in history to force employees “reapply for their jobs based on their qualifications and performance, rather than seniority”. Huawei even had brought in a magazine called Management Optimization, which had documented Huawei’s “mistakes, problems and limitations”, in purpose of introspection. 
  People element is the last but not the least important element in change process, People element requires both employee and managers to modify attitudes and behaviours in the change process, also they are supposed to borne in mind the key point above in order to achieve desired outcome and to successfully manage the change (Burnes, 2017). For dealing with relevant issue, Huawei had built an internal forum called “Community of Inner Voice”, which all employees of Huawei may speak anonymously, they can criticize on anything about Huawei’s policies or management issues both freely and timely, even Ren Zhengfei had the habit of reading posts from this internal forum on a daily basis in possible correction of his own attitudes and behaviours on raised issues (Williamson, Wu and Yin, 2019). Through all these, Huawei had built up a “change-oriented” culture which leads the company to undertake major changes every 3 – 5 years and on (Williamson, Wu and Yin, 2019).

4. Conclusions
Huawei had surely brought new deeds and set up a model on change management, when facing unpredictable and unexpected challenges, which can be concluded as: 
1. Huawei’s customer-oriented culture had granted its advantages on flexibility of change management rather than conventional product-oriented approach.
2. Employee shareholding system is enough eye-catching even radical when compare with other companies, but it activates “hero spirit” for every shareholding employee，and keep them involved in the change management.
3. Huawei has overcome possible resistances for change, keep the organisation dynamic and aggressive. And it uses middle and senior manages rotation scheme to overcome negative influence of Power and Politics.
4. Huawei had adopted a mixture of Planned change approach and Emergent change approach to conduct its change management, and the change management process looks healthy so far.
5. Recommendations
Huawei’s change management activities act radically in some observer’s eyes, especially those unusual approaches may be seen as heterodox. This could possibly encumber Huawei get out of current dilemma in short term. Nevertheless, some efforts had brought positive signals which may sustain in the future. All in all, there are few recommendations for Huawei after conducting this case study:
1. Keep moving straightforward once steps had been diligently and cautiously examined, everything will stay away from Huawei's pathway once Huawei is aware of its correct direction.
2. Staying on long vision is wise, but short term successes are also achievable to generate more resilience for the change.
3. Always remember that “every cloud has a silver lining”. 
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