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ABSTRACT

Song Yuran. Management efficiency on employees performance.

Master’s thesis in the specialty 073 «Management», EP «Administrative
Management» SNAU, Sumy-2025- Manuscript.

This paper explores strategies for improving employee efficiency, using Huawei
Technologies Co., Ltd. as a case study. In a rapidly evolving technological landscape
and competitive market, enhancing employee performance is crucial for
organizational success. The study analyzes Huawei's human resource practices,
focusing on talent acquisition, training, and performance evaluation to identify
factors contributing to employee efficiency.

Through qualitative and quantitative analysis, the research highlights how
Huawei’s focus on employee empowerment, continuous learning, and innovation
fosters a high-performance culture. It also examines the impact of organizational
structure and leadership styles on employee motivation and engagement. The
findings suggest that a holistic approach, combining strategic human resource
practices with a supportive work environment, enhances employee productivity.

This study provides valuable insights for organizations seeking to optimize
workforce efficiency, emphasizing the alignment of employee development with
business objectives. The implications for management are discussed, offering
recommendations for effective strategies to boost employee efficiency across various
contexts.

Keywords: employee effectiveness, human resource management,

organizational structure, leadership style, employee development, productivity.



AHOTALIA
Con HOxkanb. EdexkTuBHICTL ynpapjiHHS NPOAYKTHBHICTIO Po0OTH
NnpAaniBHUKIB.
Marictepceka pobora 31 cmemianbHocTi 073 «Menemxment», OII
«ApaminictpatuBHuil MeHekMeHT» CHAY, Cymu-2025 p.- Pykonuc.

Y po0OOTI  JOCHIIKYIOTBCS ~ CTparerii  MiJBUILEHHS  e(EeKTUBHOCTI
cniBpoOiTHUKIB Ha npukiaal Huawel Technologies Co., Ltd. ¥V TexHonoriunomy
CEepelloBUIIl Ta KOHKYPEHTHOMY PHUHKY  MIJBHUIIEHHA  HPOAYKTHUBHOCTI
CIIBpOOITHHUKIB € KPUTHUYHO BAXJIMBUM ISl ycHixy oprasizaiii. [ocmimpkeHHs
aHaji3ye MPaKkTUKY YMpaBliHHS nepcoHasoM Huawel, 30kpema B acliekTax MOIIyKy
TaJIaHTiB, HABYAHHS Ta OIIHKKM €(QEKTUBHOCTI, Uil BU3HAYEHHS (HAKTOPIB, W10
BILUIUBAIOTh HA PE3YJIbTATUBHICTh CIIBPOOITHUKIB.

3a IOMOMOrO0 SIKICHOTO Ta KUIbKICHOIO aHajli3y JOCIHIJKEHHS MOKa3ye, SK
¢bokyc Huawei Ha po3BUTKY CHiBpOOITHUKIB, HaBYAHHI Ta 1HHOBALISIX CIpUsE
BHCOKI/ MPOAYKTUBHOCTI. BUBUa€ThCS BIUIMB OpraHi3aliitHOI CTPYKTYpHU Ta CTUIIIB
KEepIBHUIITBA HA MOTHUBAILi}0 ITPaI[IBHUKIB. Pe3yapTaTul CBi14aTh, 110 MUTICHUHN MIAX1I,
AKUWA TIOEAHYE CTpaTerii ympaBiiHHSA MEPCOHAJIOM 1 CHPUSTIHMBE CEPEIOBHIIIE,
MIJIBUILY€E TPOAYKTUBHICT. JlOCHII>KEHHS Jla€ KOPUCHI MOpaju JJis OpraHi3allii,
[0 TMparHyTh ONTHUMI3yBaTH €(EKTUBHICTh, MIAKPECIIOIOYM  BaXKIUBICTh
Y3TOJIKEHHS PO3BUTKY CITIBPOOITHUKIB 3 O13HEC-LILISIMHU.

KuaruoBi caoBa: egexmusnicms, ynpaeninusa a00CbKUMU pPecypcami,
opeaHizayilina  cmpykmypa, Ccmuilb  J1i0epcmeda,  po3eUMOK  NpayiéHUKIs,

NnPOOYKMUBHICMb.
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INTRODUCTION

In today’s rapidly evolving technological landscape, organizations face
significant challenges in maximizing employee efficiency, driven by factors such as
increasing competition, technological advancements, and changing workforce
dynamics. Huawei Technologies Co., Ltd., a global leader in information and
communications technology, exemplifies these challenges as it navigates a complex
environment characterized by constant innovation and market demands.

The primary objective of this thesis is to explore strategies and models aimed
at enhancing employee efficiency within organizations, with a specific focus on
Huawei. The study seeks to identify effective methods for improving workforce
productivity and engagement, thereby contributing to the overall operational success
of the company. By employing a scientific approach to employee efficiency,
including the utilization of quantitative models and performance metrics, this
research aspires to add to the body of knowledge in organizational management.

To achieve this objective, the thesis will address the following key goals:

1. Analyze the theoretical foundations of employee efficiency: This involves
examining the concept of employee efficiency within the context of technology
firms, identifying the unique challenges and opportunities faced by organizations
like Huawei, and assessing the factors that influence workforce performance.

2. Investigate the decision-making processes related to employee management:

This section will cover the principles and stages involved in decision-making
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regarding human resources, the role of leadership in fostering a productive
environment, and the internal and external factors that impact employee engagement.

3. Identify and evaluate methods for improving employee efficiency:
Emphasis will be placed on utilizing scientific approaches, performance
optimization models, and quantitative assessments to enhance workforce
effectiveness and job satisfaction.

4. Conduct a case study analysis of Huawei Technologies: This includes a
comprehensive examination of the current state of employee efficiency within the
organization, identifying existing strengths, challenges, and areas for improvement.

5. Propose new strategies for enhancing employee efficiency: Based on the
findings, the thesis will provide tailored recommendations for Huawei to improve
employee productivity and engagement, leveraging best practices and innovative
management techniques.

The object of this study is the employee management process within Huawei
Technologies Co., Ltd., focusing on strategies to enhance workforce efficiency and
overall organizational performance. The subject of the study revolves around the
application of models and methods for improving employee efficiency in the
technology sector.

The significance of this research lies in its potential application within
Huawei and similar organizations. By implementing the proposed strategies, these
companies can refine their employee management practices, ultimately improving

productivity and sustaining long-term growth.
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The information base for this research includes scientific literature from
leading experts in organizational behavior, human resource management, and
productivity, along with internal performance data and management reports from
Huawei Technologies.

The Practical Significance of the Results. The findings of this research
provide a solid basis for further studies on modern management practices, employee
performance optimization, and organizational structure improvement in a
competitive environment. The results offer actionable recommendations for
enhancing business adaptability, promoting innovation, and improving operational
efficiency.

Personal Achievements in Master’s Degree. The conclusions presented in
this Master’s thesis reflect the author’s independent research and recommendations.
The study on optimizing management strategies and organizational structures is
documented in six academic papers related to the field. These findings contribute to
improving management efficiency and provide valuable insights for business leaders
and professionals working to enhance employee performance.

The Structure and Scope of Work. This thesis includes 10 tables and 10
figures that illustrate key concepts, data analysis, and strategic recommendations. It
is based on 85 references, including academic articles, books, and case studies,
providing a strong theoretical and empirical foundation. The research methodology
combines qualitative and quantitative approaches, integrating theoretical exploration
with practical case studies to ensure applicability in both academic and business

contexts.



CHAPTER 1

THEORETICAL FOUNDATIONS OF EMPLOYEE EFFICIENCY

AND EQUITY INCENTIVES

Maslow's demand model states that needs are the foundation of behavioral
motivation. Individuals develop motivation based on their needs, shaping their goals
accordingly. Motivation drives achievement, and once present, individuals set goals
to fulfill it. The ultimate aim of motivation is to encourage value creation. To
enhance efficiency and value, motivators must satisfy various needs. Maslow's
hierarchy shows that individuals progress from physiological and safety needs to
social, esteem, and self-actualization needs. Meeting higher-level needs produces
better motivational effects.

Building on Maslow’s theory, Herzberg introduced the two-factor theory,
which includes hygiene factors and motivators. Hygiene factors, if below a critical
threshold, create lasting negative effects, while motivators drive individuals to
perform efficiently. Effective equity incentive mechanisms require fair performance
assessment indicators to generate positive emotions and motivation. Unreasonable
or too low indicators can diminish motivation and create hygiene factors.

Adam Smith's equity theory explains that employees value not just salaries
but also fairness in compensation relative to others. Thus, equity in incentive plans
is essential. Vroom’s expectancy theory further suggests that individuals weigh pros

and cons, feeling motivated only when they clearly understand their ability to
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complete a task. Together, Maslow's and Herzberg's theories provide a scientific
foundation for equity incentives, linking motivation and performance to enhance
employee engagement and a company's competitiveness.

Principal-agent theory is a key component of contract theory in institutional
economics, focusing on the principal-agent relationship. This relationship is guided
by contracts, where a legal entity grants decision-making powers to another entity,
compensating it for services. The party providing compensation is the principal,
while the other is the agent. The theory attributes this relationship to rapid social
development, increased productivity, and expanding production scales. Another
factor is the shift to specialized production, where principals lack expertise across
all sectors, necessitating specialized agents to complete tasks efficiently.

Although principals and agents depend on each other, conflicts arise due to
differing interests: principals focus on wealth growth, while agents seek to balance
input and reward. This misalignment can harm the principal’s wealth, making it
essential to address conflicts. Principal-agent theory is integral to equity incentive
mechanisms, as equity-based remuneration helps align interests. Compensation,
particularly equity incentives, mitigates conflicts and enhances enterprise value by
motivating employees.

Supervising employees, especially in leadership roles, is often costly and
ineffective, making efficient incentives crucial. Equity incentives align employee
rewards with company performance, ensuring their earnings depend on the

company’s success. This encourages long-term commitment, leading to better
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decision-making and strengthening the company's financial and technological
competitiveness.

Schultz's research concluded that since the mid-20th century, although
agricultural production values in the United States have been rising, the driving
factors have shifted from traditional resources such as land, labor, and capital to the
widespread access to education and the overall enhancement of labor quality.
According to Schultz, while abundant natural resources and labor can somewhat
promote economic development, the fundamental requirement is to improve worker
quality through education and increase the proportion of intellectual labor. In
summary, human capital established through education can significantly drive
economic development. He also noted that talent is a critical factor influencing a
country's economic growth; the quality of a nation’s talent determines the speed of
its economic expansion, while the amount of national capital and natural resources
does not necessarily influence economic development. Schultz famously stated that
the primary factor affecting national economic growth is the quality of the
population's talent. He also analyzed the mismatch between national economic
growth and the growth of national resources, arguing that compared to physical
resources like natural capital, human capital represents another form of capital,
primarily encompassing skills, experience, and knowledge capabilities. Furthermore,
human capital is inherently part of an individual, which distinguishes it
fundamentally from other resources.

As society and technology evolve, the creators of value change significantly

across different eras. For instance, in the agrarian era, nations valued land resources,
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and landowners acted as value distributors; in the industrial age, nations focused on
capital, with capitalists becoming the main distributors of value as monetary
resources emerged as the primary creators of value. Finally, in the modern internet
age, most enterprises have begun to tap into human capital, positioning talent as
contemporary value distributors, making human capital the principal creator of value.

In today's internet era, with continuous technological advancements, the
management of company experience is becoming increasingly diverse and complex.
Consequently, possessing specialized skills as human resources has become integral
to a company's competitiveness, enabling it to create more surplus value. Thus,
developing relevant talent incentive policies is essential for promoting sustainable
corporate growth, among which utilizing equity incentives to reward high-quality
talent represents the highest form of recognition for their abilities. Implementing
equity incentive policies can maximally motivate managers to leverage their skills,
allowing them to psychologically acknowledge their real participation in the
company’s growth, thereby stimulating talent engagement to the greatest extent
possible. This, in turn, ensures the sustainable development of the enterprise and
enhances its competitive strength in the market. Furthermore, equity incentive
policies can help prevent the long-term loss of essential talent, ensuring that the core
human resources remain committed to the enterprise, thereby continually enhancing
the company's talent competitiveness.

Coconete, D.E. (2003) suggests that technological innovation is a crucial
factor in a company's core competitiveness. As technology advances and markets

evolve, maintaining a competitive advantage relies on emphasizing creativity and
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innovation. Additionally, the capacity for technological innovation is one of the
primary criteria for evaluating high-tech enterprises in China, providing further
guidance for analyzing the core competitiveness of such companies.

Jiancheng Guan et al. (2005) conducted empirical research on the relationship
between product competitiveness and the integration of technology and organization,
concluding that product competitiveness is significantly positively correlated with
technological innovation in enterprises; only through technological innovation can
product competitiveness be significantly improved.

Self-Jinfu (2001) defined core competitiveness as a unique ability formed by
the effective integration of enterprise resources that supports the sustained
competitive advantage of the company. Huang Jinfu (2001) understood core
competitiveness as the main factors determining competitiveness, deeply rooted
factors, and the core resources and capabilities that a company relies on for survival
and development. In summary, the theoretical research on enterprise core
competitiveness is quite mature. Although scholars may have differing views on the
connotation, formation conditions, and components of core competitiveness, they
consistently recognize that technological capability is the essential element
constituting the core competitiveness of high-tech enterprises. This paper will focus
on examining the impact of equity incentive implementation on the core
competitiveness of high-tech enterprises, with a particular emphasis on company
performance and innovation capacity.

This article believes that equity incentive refers to the company granting

certain rights to operators in the form of equity, allowing them to participate in
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decision-making, distribute residual profits and bear corresponding risks as owners,
so as to achieve the purpose of long-term incentives. Its essence is to guide the
incentives to converge with the goals of the enterprise owners, reduce agency costs
and improve work enthusiasm.

The equity grantees include directors, managers and technical employees, and
the equity incentive methods mainly include restricted stocks, stock options, stock
appreciation rights and virtual stocks.

Restricted stocks and stock options are the two most widely used forms. The
former means that the incentives have the right to buy stocks at a relatively low price,
but there are certain restrictions on the exercise of the rights. Only when the exercise
conditions are met can they have the right to sell stocks to obtain income;

The latter means that the incentives are granted a right, first of all, they can be
agreed that they can buy stocks at a price lower than the market price on a certain
day in the future, provided that they have achieved the pre-designed goals. Huawei
currently uses the virtual stock incentive method. The main feature of this form is
that the grantees only have dividend rights and stock price appreciation benefits, but
no ownership and voting rights.

In view of this, this article believes that employee equity incentives should be
equity incentives for employees other than senior executives, so as to improve
employee enthusiasm and promote the long-term development of employees and
enterprises.

Behavior value management Behavior value management is a management

activity or method that aims to increase the economic value of behavior. Its object
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is the behavior value of all employees of the enterprise. At the strategic level, it can
be understood as the value management of the overall behavior of the enterprise, and
at the specific level, it can be understood as the management of the effectiveness of
the economic value of behavior. In addition, it regards people as the origin of value
creation and behavior as the motivation for value creation. The focus is on behavior,
aiming to improve the efficiency and effect of value creation by regulating and
restraining people's behavior. In the specific implementation, it emphasizes grasping
the motivation that affects the value of behavior and exploring the laws of human
behavior; increasing value-added and high value-added behaviors and reducing non-
value-added and ineffective behaviors; matching behavior appreciation with
depreciation to maximize the net value of behavior.

People-oriented financial management differs from traditional material-
oriented financial management, which focuses on "materials" as the foundation of
value creation. In contrast, the people-oriented approach considers "people" as the
primary driver of value and systematically applies this principle to financial
management. It aims to regulate and guide economic activities by implementing
systems and methods that reflect the concept of people-driven value creation. A key
aspect of this approach is recognizing human capital property rights, integrating
them into financial management so that financial activities are no longer solely
centered on capital movement but on value-creating behaviors led by human capital
owners. These behaviors, such as capital structuring, operations, recovery, and
income distribution, directly influence changes in assets and equity, reinforcing the

importance of employee-driven value creation.
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Huawei has implemented incentive mechanisms such as the saturated stock
allotment system and the Time Unit Plan (TUP). The saturated stock allotment
system, an adaptation of virtual stock incentives, grants different shareholding levels
based on employee performance. Once the allocation limit is reached, no further
shares are granted, encouraging continuous professional growth. TUP, introduced in
2014, 1s a five-year profit-sharing plan where employees receive stock-based
incentives without requiring investment. For example, an employee granted 10,000
TUP shares at RMB 1 per share in 2013 could receive partial dividends over four
years and full stock appreciation in the fifth year. If the stock price rises to RMB 5,
the appreciation income would be (5-1)%10,000, and the company would repurchase
the shares.

Economists continue to debate the sources of value creation, with differing
perspectives between labor and non-labor value theories.

The labor theory of value views value as undifferentiated human labor
condensed in commodities, first proposed by William Petty (2013) [72] and later
developed by Adam Smith (2013) [73], David Ricardo (2013) [74], and Marx (2011)
in Capital [75]. Marx argued that labor creates value, emphasizing its role in
production.

Non-labor value theories include Say's utility value theory, Malthus's supply
and demand theory, and Senior's surplus value theory. However, none completely
deny labor's role in value creation, recognizing it as essential.

The theory of human capital property rights originates from -classical

economics. Adam Smith (2013) considered human talent a key means of production
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[73]. In the 1960s, Schultz and Becker expanded this idea, linking human capital—
knowledge, skills, and health—to economic growth [1,2]. However, foreign scholars
did not fully explore human capital property rights, a gap addressed by Chinese
scholars. In 1996, Zhou Qiren and Zhang Weiying discussed enterprise ownership,
asserting that human capital ownership belongs solely to its holder. Zhou highlighted
that incomplete human capital property rights limit its economic potential [76]. Later,
Qiu Zhaoxue (2016) emphasized that separating ownership from management
creates contracts between human and material capital, potentially leading to moral
hazard due to information asymmetry [58]. Identifying human capital property rights
is crucial for designing new employee equity incentive systems, allowing employees
to participate in corporate governance and share residual income.

Principal-agent theory addresses delegation, where conflicts arise due to
differing interests and information asymmetry. In most modern companies, a few
individuals own the business, while operators with minimal shares manage daily
affairs. This separation of ownership and management creates opportunities for
misuse of power, negatively impacting company development and harming owner
interests.

Since the emergence of the principal-agent theory, how to reduce the agency
cost of the enterprise, build a check and balance mechanism to regulate and constrain
the behavior of agents, and prevent the abuse of agency power has become the core
and research hotspot of corporate governance. Equity incentives for operators can
make their goals consistent with the goals of the enterprise owners, which can reduce

agency costs (Wan Lishuang, 2023; Song Yuchen and Li Lianwei, 2017) [77,78].
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Incentives stimulate and guide organizational members' behavior to achieve
collective and individual goals, with core elements being "effort," "goals," and

"

"needs." Motivation theories focus on mobilizing enthusiasm, with Maslow's
hierarchy of needs (1943) [79] and Herzberg's two-factor theory (2011) [80] being
the most notable. Maslow categorized needs into five levels, where higher-level
needs emerge once lower ones are satisfied. Herzberg distinguished hygiene factors,
which ensure basic workplace satisfaction, from motivational factors that drive long-
term engagement. To align owner and operator goals, enterprises should implement
rationalized equity incentives, strengthening stakeholder cohesion and shifting the
principal-agent relationship toward trustee-self-management to reduce agency costs.

Behavioral value management theory, introduced by Xu Guojun (2003) [68],
asserts that behavior drives value creation. He posits that financial management
should center on behavioral value to maximize corporate value. Xu (2013) further
argued that value management is the essence of financial management [70].

Qiu Zhaoxue (2016) [58] systematically explored humanistic financial
management theory, criticizing the material-centric approach in financial
management. He argued that prioritizing material capital over people leads to
dissatisfaction and inefficiency. To maximize shared value, he proposed a human-
oriented financial model emphasizing value creation and integrating human capital
property rights. By transforming the principal-agent relationship into a trustee-self-

management model, Qiu designed a system where shared financial power aligns

interests, motivating human capital owners to enhance productivity.
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Financial power is reflected in configuring capital structure, controlling
capital operations, and disposing of returns. Qiu developed a check-and-balance
mechanism under a dual property rights structure to ensure the smooth
implementation of shared financial power. The humanistic financial management
method system includes general and specific management approaches for assets,
behaviors, and rights, with a core focus on behavioral value management.

This article follows behavioral value management theory, emphasizing people
and their value creation. Granting employees autonomy while confirming human
capital property rights and profit-sharing can encourage high value-added behaviors
and reduce ineffective ones. The humanistic financial management theory provides

guidance for designing a new financial governance system.
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CHAPTER 2

INTRODUCTION TO HUAWEI AND THE EVOLUTION OF THE

EQUITY INCENTIVE SYSTEM

2.1 Organizational Structure and Business Model of Huawei

In 1987, Ren Zhengfei invited many friends to co-found Huawei in Shenzhen.
In the early days, it was mainly engaged in switch agency sales business. Later, it
began to independently develop and produce products. Its main business can be
divided into operator network business, enterprise business and consumer business.
It covers more than 170 countries and regions around the world. The 2024 annual
report shows that as of December 31, 2024, the company has 207,000 employees,
with sales revenue of 642.338 billion yuan that year, and has been among the world's
top 500 companies for many consecutive years.

As a technology-based company, Huawei focuses on independent research
and development. Since 2011, Huawei's annual R&D expense rate has exceeded
10%. In 2024, it invested 161.494 billion yuan, with an R&D expense rate of 25.1%;
among the 207,000 employees, there are 114,000 R&D personnel, accounting for
55.4%. With high R&D investment, Huawei has accumulated a large number of
patent technologies. As of December 31, 2024, Huawei's cumulative patent

authorization volume reached 120,000, making it one of the world's largest patent
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holders. 2. Huawei's corporate governance structure In the course of more than 30
years of development, Huawei's operating income and number of employees have
grown rapidly, and at the same time Huawei's corporate governance structure has
become increasingly perfect. Like ordinary companies, Huawei's highest authority
is the shareholders' meeting, which is composed of two shareholders, Ren Zhengfei
and Huawei Investment Holding Co., Ltd. Trade Union Committee (hereinafter
referred to as the Trade Union). The Shareholder Employee Representative Council
is an institution that performs the duties and powers of the Trade Union.

It is composed of no more than 115 shareholding employee representatives
elected by shareholding employees who have the right to vote (Ren Zhengfei is also
one of the shareholding employee representatives). Huawei's board of directors and
board of supervisors are elected by one vote per member of the shareholding
employee representative council, and the shareholding employee representative
council reviews the board of directors, board of supervisors reports, annual profit
distribution plans, etc., which gives shareholding employees with voting rights the
power to participate in corporate governance. The board of directors is the
company's highest responsible body, exercises the company's strategic and
operational decision-making power, and is responsible for the company's strategy,
operations management and customer satisfaction. The board of directors
implements a rotating chairman system, with a term of office generally of six months.
During his term of office, he is the company's top leader.

The 2024 annual report shows that the board of directors has a total of 17

members and held 11 on-site meetings. The Board of Supervisors is the company's
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highest supervisory body, exercising supervisory power. It currently has 15
members, and its main responsibility is to conduct comprehensive supervision of
senior executives' performance of duties, business conditions, financial conditions,
and internal control systems.

In addition to the above-mentioned corporate bodies, Huawei has also
established four committees based on different divisions of labor, and has also
established different departments at the specific functional level. Figure 2.1 is a

diagram of Huawei's corporate governance structure.
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Figure 2.1 - Huawei's Corporate Governance Structure

Source: generated by the author

The diagram above illustrates the hierarchical governance structure of Huawei,

highlighting the roles of key supervisory and executive bodies. This structure
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ensures efficient decision-making and operational oversight, aligning with the

company's strategic goals.

2.2 The evolution of Huawei's equity incentive system

The evolution of Huawei's employee equity incentive system can be roughly
divided into three stages: the real stock allotment system from 1990 to 2000, the
implementation of the virtual allotment system from 2001 to 2013, and the
implementation of the virtual allotment system + TUP from 2014 to the present.
Other adjustments were made in 1997 and 2008. 1. Real stock equity period: 1990-
2000

In 1990, Huawei was established for three years. Expanding the market,
expanding the scale, and independent research and development required a lot of
funds. The three years of accumulation and external financing were not enough to
meet the development needs for funds, and the development faced difficulties. For
this reason, the company's founder planned to solve the financing problem through
employee stock ownership. This method has many advantages such as large
financing amount, simple procedures, and fast speed.

During this period, Huawei's management chose to implement real stock with
equal rights and no virtual nature. This method continued until 2000.

The stock purchase price is 1 yuan per share, and a voluntary employee
subscription system is implemented. There is no restriction on the subscription

object and quantity. The company redeems the stock at the original price when
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leaving the company. The company promises to use 15% of the after-tax profit for
dividends, which is very attractive to employees. If employees face financial
difficulties, they can use their annual bonuses to purchase or obtain loans in the name
of the company. At this time, employees enjoy the right to dividends but not the right
to appreciation. At this stage, Huawei successfully solved the financing problem
through this method. Employees subscribing to company shares brought a lot of
funds to the company to develop its business. This move also made the interests of
the company and employees basically consistent, and encouraged employees to
work hard to create more value.

As the scale of employee shareholding became larger and larger, Huawei
carried out internal equity structure restructuring in 1997, and most of the shares
held by employees were transferred to the name of the trade union. In the same year,
Ren Zhengfei and more than 700 employees jointly established Huawei New
Technology Co., Ltd. and held 5.046% of Huawei Technologies Co., Ltd. The
Huawei New Technology Co., Ltd. Union and Huawei Technologies Co., Ltd. Union
held 33.086% and 61.868% of Huawei Technologies Co., Ltd. shares respectively,
completing the industrial and commercial registration of internal shares held and
managed by the two unions, marking the legalization and standardization of
Huawei's employee shareholding system. In 1999, Huawei's union was restructured
again, with the head office union and subsidiary union holding 88.15% and 11.85%
of the shares respectively. After several minor restructurings, the current structure
was gradually formed. During the restructuring process, when shareholding

employees entrust their shares to the union, they will sign an agreement and the
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union will exercise voting rights on their behalf. The establishment of the
shareholding committee makes the equity incentive system more standardized and
legal, while concentrating power and solving some corporate governance problems
caused by management chaos.

In 2001, the Internet economic bubble burst and the communications industry
also suffered a huge blow. During the crisis, Huawei did not shrink its front like
other large companies, but took the opportunity to enter the overseas market. To
achieve this goal, a lot of funds are needed.

In July 2001, Huawei began a new employee equity incentive program reform
and issued the "Interim Management Measures for Virtual Stock Option Plan of
Huawei Technologies Co., Ltd."

This reform is aimed at senior executives and core personnel, not all
employees. The company determines the number of shares that can be purchased
based on employee level and performance. During this period, Huawei converted all
original shares into virtual shares, and employees can apply for the company to
repurchase virtual shares at the net asset price per share, but it needs to be done in
four times. One of the characteristics of virtual shares compared to real shares is that
they have different rights for the same shares.

At this time, the virtual shares held by employees have dividend rights and
appreciation rights, but no ownership or voting rights. Employees can get value-
added returns, combining the long-term interests of employees with the long-term

development of the company to form a community of interests.
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In 2003, when SARS broke out, Huawei also faced intellectual property
litigation issues. The deterioration of the external environment, talent loss, sales
difficulties, property rights disputes and other issues made the company's operation
difficult. The middle and senior management voluntarily launched a 10% salary
reduction campaign to tide over the difficulties.

That year, Huawei Investment Holding Co., Ltd. was established. In the
following year, Huawei Investment Holding Co., Ltd. and Ren Zhengfei became
shareholders of Huawei, and it has continued to this day. In order to retain core
technical talents and stabilize the senior management team, Huawei issued
additional virtual stocks to the middle and senior management. The quota of this
allotment was large, but a three-year lock-up period and a four-year repayment
constraint were set. In 2008, the financial crisis broke out, and Huawei's previous
equity incentive policy also had drawbacks. In order to stabilize old employees and
attract new employees, Huawei began to implement a saturated employee equity
incentive plan. The biggest difference from previous plans is that this time, an upper
limit on employee shareholding is set.

The maximum number of shares that employees of different levels and
positions can hold is different, and the incentive targets are expanded to the middle
and grassroots levels, which means that the equity of old employees holding a large
number of shares may be diluted. Adjustments have also been made to the exercise
method. The exercise period is also four years, but there are four ways to exercise:
exchanging the difference in the stock price increase, buying stocks at the price when

the shares are obtained, retaining and cashing them out later, and giving them up.
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Since the implementation of the virtual equity system, the purchase price of stocks
has been the net asset value per share.

After the China Banking Regulatory Commission issued the "Personal Loan
Management Measures" and the "Interim Measures for the Management of Working
Capital Loans" in 2012, employees could not obtain funds to purchase equity
through bank loans and could only purchase them at their own expense. The
implementation of the saturated allotment system not only gives more new
employees the opportunity to hold shares, but also encourages old employees to
continue to work hard, because only by reaching a higher level can they obtain more
allotment shares. If their own allotment shares remain unchanged, they will be
diluted by the new shares and their income will decrease. 3. Virtual Equity + Time
Unit Plan: 2014 to Present Around 2013, Huawei had grown into a large-scale
company with high profits. The large amount of dividends and benefits made some
employees feel "lying flat". Since it 1s difficult to obtain virtual shares, it has resulted
in a situation where old employees do not work but have huge stock income, while
new employees work hard but have low income. To motivate new employees,
Huawei has been implementing the Time Unit Plan, or TUP, since 2014. Employees
can obtain it without investment, and the job level standard is slightly lower than
that of virtual shares. Not only Chinese employees but also foreign employees can
obtain it. Since it is to motivate employees to work hard and motivate strivers, one
of the conditions for obtaining TUP is to sign the "Struggler Agreement". According
to the information disclosed in the annual report, TUP is a profit sharing plan and

more like an employee benefit. TUP has a five-year cycle. The specific exercise
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method is that if 10,000 shares of TUP with a price of 1 yuan per share are granted
in 2013, they cannot exercise the rights in the same year. From the second to the
fourth year, they have the right to dividends of 10,000x1/3, 10,000x2/3, and
10,000%3/3 respectively. In the last year, that is, the fifth year, they have all the
dividend rights and obtain stock appreciation income. If the stock price rises to 5
yuan, the added value is (5-1) < 10,000. At this time, the company will take back the
TUP, and the employees' annual TUP can be added up. Incremental and deferral are
one of its core. Table 2.1 1s an example of TUP income.

Table 2.1 - Specific examples of TUP benefits

Year Ways to benefit

2013 (current year) Unable to exercise rights

2014 (second year) 10000x1/3 dividend rights

2015 (third year) 10000x%2/3 dividend rights

2016 (fourth year) 10000x%3/3 dividend rights

100% dividend rights + (5-1)x10000 appreciation rights, the

2017 (fifth year) company takes back TUP

Source: generated by the author

In summary, since Huawei implemented equity incentives in 1990, it has always
placed talents in a prominent position, and the overall trend is that policies are
constantly being improved and standardized. The scope of incentive targets is also
expanding. As of December 31, 2024, a total of 142,315 employees participated in

employee equity incentives, accounting for 68.75% of the total employees. In
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addition, the implementation of TUP has gradually increased the labor returns of
employees and reduced capital returns.

The reason 1s that TUP can be obtained without investment, and the shares of
old employees with a large number of stocks are diluted, and the capital income
decreases. This is also the overall trend. In 1990, the implementation of the employee
stock ownership plan successfully raised a large amount of funds and achieved the
financing purpose; in 1997, the shareholding form was standardized and entrusted
to the union, which not only improved the chaotic management situation, but also
standardized and legalized the employee shareholding; in 2001, real shares were
gradually transformed into virtual shares. Because virtual shares enjoy the right to
increase in value, they are conducive to long-term incentives; in 2003, facing internal
and external difficulties and listing difficulties, Huawei allocated large amounts of
shares to senior executives and core employees, and set a longer exercise period to
stabilize the core team; in 2008, the saturated share allocation system expanded the
incentive objects; in 2014, the implementation of virtual shares + TUP further
expanded the scope, and the setting of a cycle every five years encouraged
employees to continue to strive. The reforms of the employee incentive system have
basically achieved the predetermined goals and complied with the adjustment of
macroeconomic policies. Table 2-2 is a table of adjustments to Huawei's employee
incentive policies. At present, Huawei employees only enjoy the right to dividends

and the right to increase in value.
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2.3 Longitudinal Data Analysis of the Effect of Huawei's Employee

Equity Incentive System Implementation

First, in terms of the selection of evaluation indicators, although Huawei will
publish annual reports, it is not a listed company, and the financial information
published is not detailed. For example, items such as taxes payable, construction in
progress, and fair value change gains and losses are not systematically published,
which leads to the inability to select EVA (economic value added) for analysis in
this paper; in addition, since the number of Huawei's common stocks is not public,
it is impossible to obtain accurate data, and this paper cannot use the financial
leverage coefficient to analyze the size of the company's financial risk.

Combined with the above analysis and past research experience, in terms of
the selection of financial indicators, this paper selects gross profit margin, net profit
margin, and return on total assets to analyze Huawei's profitability changes, selects
inventory turnover rate, accounts receivable turnover rate, and total asset turnover
rate to reflect changes in operating capacity, selects current ratio, quick ratio, and
debt-to-asset ratio to reflect changes in debt repayment capacity, selects operating
income growth rate and net profit growth rate to reflect changes in growth capacity,
and conducts industry comparative analysis. In terms of the selection of non-
financial indicators, this paper selects market share, R&D expenses, R&D expense
rate, R&D expense growth rate, number of R&D personnel, proportion of R&D
personnel, number of patent authorizations, and number of PCT patent applications

for analysis. Secondly, in terms of specific data selection, this paper selects Huawei's
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2011-2024 annual report data for analysis, mainly for the following reasons: First,
in Huawei's official website, the 2011 annual report is the first annual report with
audit opinions and detailed financial data. Before 2011, Huawei did not publish
detailed financial data, and accurate data was difficult to obtain; secondly, Huawei
implemented a saturated stock allotment system in 2008, but the essence is still
virtual equity incentives. Data after 2011 can analyze the impact of the
implementation of the saturated stock allotment system. After that, virtual shares +
TUP were implemented in 2013. The difference between TUP and virtual shares is
that there is a clear deadline, short incentive time, no capital contribution, etc. The
data before and after the implementation of the policy can be used to analyze the
advantages and disadvantages of this policy. Finally, the data from 2011 to 2024, a
total of 13 years, can provide a basis for summarizing the company's development
status.

It should be explained here that the subject of Huawei's annual report in 2012
was Huawei Technologies Co., Ltd., and after 2011, the reporting subject was
changed to Huawei Investment Holding Co., Ltd. Although the reported data are
different, the difference is not big. For example, the data on the 2012 operating
income item was announced as 185.176 billion yuan in the 2012 annual report, and
changed to 182.548 billion yuan in the 2011 annual report, with a difference of only
1.4%, which has limited impact on the data analysis of this article, so this article
chooses to ignore this change. 1. Vertical analysis of the implementation effect based

on financial data
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Profitability reflects the company's ability to make profits within a certain
period of time. Since Huawei is not a listed company, it is impossible to use
indicators such as price-earnings ratio and earnings per share. This article chooses
gross profit margin, return on total assets, and net profit margin to reflect Huawei's
profitability changes. Table 2-2 shows the specific calculation method.

Table 2.2 - Profitability indicator calculation formula

Indicators Calculation method

Gross profit margin | (Operating income - operating costs) / operating income x 100%

Net profit margin (Net profit + operating income) x 100%
Return on total assets | (Net profit + total assets) x 100%
Source: generated by the author

Based on the data published in Huawei's annual reports from 2011 to 2024,
this article has compiled the operating income, operating costs, net profit, net assets,
and total assets information and further calculated the relevant data indicators on
profitability. The specific data is shown in Table 2.3.

According to the specific data of gross profit margin, net profit margin and total
asset return rate, this article draws the trend chart of changes respectively. As shown
in Figure2-2, in the years counted in this article, Huawei's gross profit margin has
been around 40%. It fluctuated from 2011 to 2014, rising first, then falling, and
finally rising.

However, the gross profit margin in 2013 was still lower than that in 2012. After
the implementation of the saturated stock allotment system, it did not have a
significant impact on the gross profit margin. It was in a downward state from 2014
to 2020, with a large increase in 2023 and a decline of about 5% in 2024. In 2023,

Huawei's gross profit margin reached a maximum of 48.3%, and the lowest in 2020
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was 36.7%, a difference of 11.6%.

Table 2.3 - Huawei's profitability data from 2011 to 2024

Year Gross profit margin Net profit margin Return on total assets
2011 39.60% 13.25% 13.04%
2012 44.00% 14.04% 14.32%
2013 37.50% 5.72% 6.01%
2014 39.80% 7.10% 7.00%
2015 41.00% 8.79% 8.60%
2016 44.20% 9.67% 9.00%
2017 41.70% 9.34% 9.92%
2018 40.30% 7.10% 8.35%
2019 39.50% 7.86% 9.39%
2020 38.60% 8.23% 8.91%
2021 37.60% 7.30% 7.30%
2022 36.70% 7.25% 7.37%
2023 48.30% 17.86% 11.57%
2024 43.90% 5.54% 3.34%

Data source: Calculated from Huawei's annual report

Through the operating income statistics from the customer perspective in the
annual report, it can be seen that the proportion of consumer business revenue has
dropped from 54.2% in 2020 to 38.2% in 2023, from 482.9 billion yuan to 243.4
billion yuan, nearly halved; the proportion of operator business has increased from
34.0% to 44.2%. Combined with the US chip sanctions on Huawei, the lack of chips
has caused the production of Huawei's mobile phones, laptops and other electronic
products to decline, resulting in a decrease in operating income. On the other hand,
the shortage of chips has enabled Huawei to increase the proportion of high-end
electronic product production, and gross profit has therefore increased. Huawei has
been operating operator business for many years, and its profitability is stronger than
that of enterprise business and terminal business. In 2024, the gross profit margin

decreased by 4.4% year-on-year.
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With the above analysis, Huawei's operator business remained basically
unchanged, the proportion of terminal business decreased by 5.2%, and the
enterprise business increased by 4.9%. The decline in terminal business sales
revenue due to the interruption of chip supply is a trend. The enterprise business
includes cloud computing, smart car solutions, etc. For Huawei to transform, cloud
computing and smart car solutions are both in the starting and climbing stages, and
the gross profit margin will be lower than that of terminal and operator businesses.
In summary, the implementation of the saturated stock allotment system and the TUP

system has limited impact on Huawei's gross profit margin.
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Figure 2.2 - Huawei's gross profit margin trend from 2011 to 2024

Data source: Calculated from Huawei's annual report

There are many similarities between the changes in net profit margin, return
on total assets and gross profit margin. As shown in Figure 2.2, there was a
significant decline in 2011, a sharp increase in 2023, and a significant decline in

2024. The net profit margin reached a maximum of 17.86% in 2023.
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In 2011, Huawei's business was still in the expansion period. The accelerated
expansion of low-profit businesses caused the company's net profit to drop sharply.

In addition, according to Huawei's annual report, the important reason for the
fluctuations in net profit margin and return on total assets around 2012 was that the
exchange rate changes affected exchange gains and losses. In 2023, Huawei sold its
subsidiary Honor and its business, which led to a significant increase in the "other
net income and expenditure" item in the company's financial statements, which in
turn increased net profit, and the net profit margin and return on total assets increased
accordingly.
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Figure 2.3 - Trend of Huawei’s net profit margin and return on total assets

from 2011 to 2024

Data source: Calculated from Huawei's annual report

In 2024, in addition to the sharp decline in gross profit, the reduction in other
net income and expenditure and the increase in R&D expenses caused a decline in

net profit, and the net profit margin and return on total assets dropped significantly.
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In summary, profitability has changed significantly over the past decade due
to the influence of the macro environment. Excluding the impact of macro factors,
it was relatively stable from 2011 to 2019, with little change. The implementation of
the saturated share allotment system and the TUP policy had limited impact.

Operational capacity reflects the efficiency of a company's asset management.
This article selects inventory turnover rate, accounts receivable turnover rate, and
total asset turnover rate to analyze Huawei's operational capacity. The higher the
values of the three indicators, the stronger the company's operating capacity.

Table 2.3 - Operating capacity calculation formula

Indicators Calculation method
Inventory turnover Operating cost/average inventory balance
Accounts receivable turnover Operating income/average accounts receivable
balance
Total asset turnover Operating income/average total assets

Source: generated by the author

Table 2.3 shows the relevant data indicators on operational capabilities
calculated based on Huawei's annual report information from 2011 to 2024.
Based on the above detailed data, this article draws a trend chart reflecting the
change of operating capacity indicators, as shown in Figure 2-4.
From 2011 to 2013, Huawei's inventory turnover rate, accounts receivable
turnover rate, and total asset turnover rate all increased.
In 2013, the inventory turnover rate was 5.98 times, reaching the highest in
the statistical years, and the accounts receivable turnover rate increased from 3.05
times to 4.16 times in 2013. The total asset turnover rate did not change much, but

it was on an upward trend.



35

Table 2.4 - Huaweli's profitability data from 2011 to 2024

Year Inventory turnover Accounts receivable turnover | Total asset turnover
2011 3.75 3.05 0.98
2012 3.89 3.65 1.05
2013 4.99 3.97 1.15
2014 5.44 4.19 1.09
2015 5.98 4.16 1.08
2016 4.5 3.89 1.06
2017 4.27 4.69 1.06
2018 4.6 5.18 1.27
2019 5 5.61 1.26
2020 5.25 7.31 1.22
2021 4.6 9.64 1.12
2022 3.37 11.12 1.03
2023 2.2 8.65 0.68
2024 2.03 8.06 0.63

Data source: Calculated from Huawei's annual report

Since the implementation of the saturated stock allotment system, Huawei's
operating capacity has improved.
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Figure 2.4 - Huawei's operational capacity change trend from 2011 to 2024

Data source: Calculated from Huawei's annual report

From 2014 to 2018, after the implementation of TUP, all three financial
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indicators—inventory turnover, total asset turnover, and accounts receivable
turnover—showed positive growth. However, the inventory turnover rate
experienced two notable declines in 2014 and 2018. In 2014, Huawei was heavily
investing in 4G projects, leading to a large accumulation of inventory and a decrease
in turnover. In 2019, U.S. sanctions on Huawei caused a chip supply shortage,
prompting Huawei to pre-order raw materials, which led to a 65% increase in raw
materials compared to 2018. This resulted in slower inventory turnover, indicating a
larger inventory with reduced flow speed. The total asset turnover rate also saw a
significant drop in 2023 due to the chip shortage and a reduction in terminal business
revenue. Regarding accounts receivable turnover, it grew steadily from 2014 to 2020,
peaking at 11.12 times in 2020, reflecting improved fund recovery. However, it
declined after 2023, which aligns with a decrease in operating income.

In summary, the implementation of the saturated stock allotment system and
TUP has positively impacted Huawei's operating capacity. Debt-paying ability
reflects the company's capacity to meet short-term and long-term debt obligations.
Short-term debt-paying ability is measured by the current ratio and quick ratio, while
long-term debt-paying ability is indicated by the debt-to-asset ratio.

Table 2.5 - Debt-paying capacity calculation formula

Indicators Calculation formula
Current ratio Current assets/current liabilities
Quick ratio (Current assets-inventory)/current liabilities
Debt-to-asset ratio Total liabilities/total assets x 100%

Source: generated by the author

After collecting data on current assets, current liabilities, inventory, total
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assets, and total liabilities from Huawei's annual reports from 2011 to 2024, this

article calculated specific indicators that can reflect debt repayment ability. Detailed

data is shown in Table 2.6.

Table 2.6 Huawei’s specific data on debt repayment capacity from 2011 to

2024

Year Current ratio Quick ratio Debt-to-asset ratio

(%)
2011 1.51 1.2 64.67
2012 1.67 1.37 61.23
2013 1.55 1.3 65.84
2014 1.6 1.34 66.41
2015 1.67 1.45 62.74
2016 1.44 1.18 67.72
2017 1.42 1.13 68.01
2018 1.49 1.18 68.41
2019 1.51 1.24 65.24
2020 1.48 1.21 64.99
2021 1.58 1.21 65.2
2022 1.76 1.34 62.32
2023 1.96 1.55 57.8
2024 1.8 1.42 58.9

Data source: Calculated based on Huawei's annual report data

Figure 2.5 reflects the trend of Huawei's debt repayment ability from 2011 to

2024. The current ratio and quick ratio reflect the company's short-term debt

repayment ability. The larger the two indicators, the stronger the debt repayment

ability. However, the larger the better, there is a certain reasonable range. Under

normal circumstances, a current ratio of about 2 and a quick ratio of about 1 are more

reasonable.
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Figure 2.5 - Huawei’s debt-paying ability trend from 2011 to 2024

Data source: Calculated from Huawei's annual report

From 2011 to 2013, Huawei's current ratio remained between 1.51 and 1.67,
reflecting a stable financial position with relatively low risk due to its status as a
high-tech enterprise. Similarly, the quick ratio was between 1.2 and 1.45, showing a
slight upward trend with little fluctuation. However, Huawei's current liabilities
increased by over 50%, from 82.771 billion yuan in 2011 to 124.223 billion yuan in
2013. From 2014 onwards, the current ratio increased from 1.44 to a peak of 1.96 in
2023 before declining slightly in 2024, remaining within a reasonable range. The
quick ratio also rose, peaking at 1.55 in 2023. Overall, after implementing the
saturated rights issue system, Huawei's short-term debt repayment ability remained
stable despite the rapid growth in current liabilities, reflecting improved risk
resistance.

The debt-to-asset ratio, indicating long-term debt repayment capacity,

fluctuated between 61.23% and 66.41% from 2011 to 2013, with total assets growing
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by 55.44% over four years. Despite rapid expansion, the debt-to-asset ratio remained
stable. From 2014 to 2024, the ratio showed a downward trend, reaching a low of
57.80% in 2023, signaling improved long-term debt repayment capacity. The ratio
increased from 2014 to 2016 due to the TUP system, but it dropped significantly in
2023 due to the sale of Huawei's Honor business and improved cash flow. Huawei's
total assets grew substantially, from 309.773 billion yuan in 2014 to 1,063.804
billion yuan in 2024, with a compound annual growth rate of 16.67%. The debt-to-
asset ratio continued to decline, aided by both operational growth and employees'
investment in virtual shares. In conclusion, the saturated allotment system enhanced
Huawei's long-term debt-paying ability, while TUP had a limited impact.

Table 2.7 - Growth capability index calculation formula

Indicators Calculation formula
Operating income growth rate Current period sales growth/previous period sales
x 100%
Net profit growth rate Current period net profit growth/previous period
net profit x 100%

Source: generated by the author

Growth Capacity Analysis: Growth capacity refers to an enterprise's ability to
obtain funds through financing or increased income to expand its operations. This
article uses the operating income growth rate and net profit growth rate to assess
Huawei's growth potential. By sorting out Huawei's annual report data from 2011 to
2024, this article calculated the specific data of operating income growth rate and
net profit growth rate, see Table 2.8.

Figure 2.6 reflects the trend of Huawei's growth ability. From the perspective

of operating income growth rate indicators, it has been positive growth from 2011
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to 2013, with the highest in 2012 being 24.52% and the lowest in 2012 being 7.98%.

Overall, the change is relatively stable.

Table 2.8 -Huawei's growth capability indicators from 2011 to 2024

Year Operating income growth rate Net profit growth rate
2011 19.12% 146.23%
2012 24.52% 31.91%
2013 11.71% -54.53%
2014 7.98% 34.05%
2015 8.55% 34.43%
2016 20.57% 32.68%
2017 37.06% 32.46%
2018 32.04% 0.38%
2019 15.73% 28.08%
2020 19.48% 25.06%
2021 19.08% 5.58%
2022 3.79% 3.18%
2023 -28.56% 75.90%
2024 0.87% -68.73%

Data source: calculated from the company's annual report data

From the perspective of net profit growth rate, the change range in the five

years from 2011 to 2013 is relatively large, with the highest in 2011 being 146.23%

and the lowest in 2011 being -54.53%. Combined with the analysis of the

background of the times, the subprime mortgage crisis broke out in the United States

in 2008 and then spread to the world. One of the impacts on multinational companies

was the increase in exchange rate risks. In 2011, Huawei's net profit increased by

6.937 billion yuan due to the adjustment of exchange gains and losses. If this factor

is excluded, the actual year-on-year growth of net profit in that year should be 26.5%.

In 2011, Huawei's net profit growth rate was negative, which was also affected by

exchange gains and losses. Due to the appreciation of the RMB, an exchange loss of
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RMB 4.876 billion occurred that year. If this effect is excluded, the actual net profit
growth rate is -36.6%. In the annual report, Huawei believes that the main reason for
the decline in net profit is the expansion of layout and increase in investment.
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Figure 2-6 Huawei's growth capability change trend from 2011 to 2024

Data source: calculated from the company's annual report data

The implementation of new strategies, such as enterprise and consumer
business models, requires significant capital investment, with a low-price strategy
used for industry advantage. Huawei’s net profit growth was stable in 2012 and 2013,
both exceeding 30%, reflecting strong recovery after the saturated stock allotment
system. Excluding macroeconomic factors, Huawei's net profit showed rapid growth
from 2011 to 2013. Maintaining this growth was challenging amid the global
economic downturn post-crisis, but the saturated stock allotment system improved
growth ability.

After the TUP plan in 2014, Huawei's operating income growth was rapid for

three consecutive years, averaging over 30%, and remained above 15% until 2019.
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Post-2019, U.S. sanctions slowed growth, with negative growth in 2023 due to chip
supply cuts and a decline in consumer business. Net profit growth was robust from
2014-2018, with 2016 experiencing a slight dip due to increased consumer business
investment. From 2019-2024, net profit growth fluctuated, primarily due to U.S.
sanctions. The 2023 sale of Honor business boosted net profit, while 2024 saw a
sharp decline due to decreased consumer business and increased enterprise business.

Impact of Huawei's Equity Incentive on Corporate Performance: Huawei's
equity incentive system evolved from 2011 to 2024, impacting performance by
reducing agency costs, retaining talent, and boosting work enthusiasm. According to
principal-agent theory, ownership separation and agency conflicts lead to misaligned
interests between managers and employees. Equity incentives align these interests
with company goals, enhancing responsibility and performance (Holmstrom &
Milgrom, 1994) [81]; Wan Lishuang, 2023 [77].

Equity incentives also change employees' roles, granting them voting rights
that enable oversight of executives and reduce short-sighted decision-making (L1
Lianwei et al., 2023) [65]. Huawei distributes annual dividends to shareholding
employees, strengthening their financial stake in the company. In 2024, despite U.S.
sanctions, Huawei allocated 71.955 billion yuan in dividends, averaging over
500,000 yuan per person. This reinforces "interest binding," aligning employee gains
with company performance. Additionally, Huawei's governance structure grants
shareholding employees indirect management influence. The company's shareholder
meeting comprises the trade union and Ren Zhengfei, while the employee

representative meeting elects the board of directors and supervisors. This framework
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ensures employee participation in corporate oversight, further reducing agency costs

and enhancing performance.

Employee shareholders with voting rights

elected (One person, one vote)

elected

Figure 2.7- Employees with voting rights participating in company decision-

making

Data source: calculated from the company's annual report data

For modern enterprises in the knowledge and economic era, the essence of
competition is the competition for talents. More and more enterprises disclose
employee development as an independent chapter in ESG reports. The reason is that
the importance of people has exceeded material resources in some industries,
especially in high-tech enterprises.

Compared with wages and labor remuneration, equity incentives can better
achieve the purpose of attracting and retaining talents. On the one hand, equity
incentives can bring more benefits to employees. According to different corporate
policies, employees can obtain corresponding stock appreciation and dividend
distribution benefits. This part of the benefits is independent of wages and labor
remuneration, fully reflecting the principle of more work, more pay, and can be

attractive enough to employees. In addition, according to Maslow's hierarchy of
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needs theory, equity incentives enable employees to become company owners and
participate in company affairs decision-making, which helps employees achieve
their self-realization goals and is more attractive to talents. On the other hand, equity
incentives are usually long-term incentives, setting long-term performance goals for
the incentivized, increasing the cost of employees leaving the company, and making
it easier to retain talents.

Huawei has considered employees a key factor since 2003. Initially, in 2003,
shares were allocated to middle-level managers to retain technical staff. In 2008, the
saturated share allocation system gave new employees more opportunities, and the
2014 TUP system expanded incentives to foreign employees. These actions helped
retain talent and motivate employees, improving corporate performance. Research
supports this, with studies showing that equity incentives reduce turnover and
improve performance by increasing human capital investment [82][84][85].

In conclusion, equity incentives have a significant impact on corporate

performance, as shown in Figure 2.8.

——3| Participate in profit distribution Interest binding

Reduce agency costs

Equity incentives e BTN 500 Attract talent Gather talents business performan
o
expand the scope of incentives
retain talent

L—»| Rich material rewards Improve employee work enthusiasm

Figure 2.8 -The impact of Huawei’s equity incentives on corporate

performance

Data source: calculated from the company's annual report data
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Equity incentives encourage employees by linking their benefits to company
profits. Motivated employees are more productive, leading to better corporate
performance. Huawei's employee income includes both labor and capital income,
with TUP counted as employee expenses. Despite U.S. sanctions, Huawei's per
capita employee expenses in 2023 reached 854,700 yuan. Additionally, Huawei's
2023 dividend distribution allowed 142,300 employees to receive an average of
505,600 yuan each. These financial rewards increase employee motivation and

enhance work performance.
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CHAPTER 3

EVALUATION AND IMPROVEMENT SUGGESTIONS OF HUAWEI'S

EMPLOYEE EQUITY INCENTIVE SYSTEM

3.1 Evaluation of Huawei's Employee Equity Incentive System

In the previous case analysis, this article sorted out the changes in Huawei's
employee equity incentive system, the causes behind the changes, and the
characteristics of each stage. Then, based on the annual report, the National
Intellectual Property Administration, and the Guotai An database data, Huawei's
financial data and non-financial data were analyzed, and compared with other
companies in the same industry, in order to obtain the impact of the implementation
of the saturated stock allotment system and the TUP system. In this section, this
article will summarize the experience of Huawei's employee equity incentive system
and analyze the existing problems in combination with the employee situation,
providing a basis for the improvement countermeasures proposed later.

In the sorting out of the changes in Huawei's equity incentive system in
Chapter 3, the author noticed that the saturated stock allotment system and TUP both
have the intention of expanding the incentive objects. For this reason, this article
collects data on the number of employees, the number of employee shareholders,
and the proportion of employee shareholders to the total number of employees in

Huawei's annual report. Detailed data is shown in Table 3.1.



Table 3.1 Huawei's employee situation from 2011 to 2024
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Year Number of Number of
employees employees holding | Percentage
shares

2011 95000 61457 64.84%
2012 110870 65179 58.79%
2013 140909 65596 46.55%
2014 155556 74253 47.73%
2015 155556 84187 50.81%
2016 168889 82471 48.83%
2017 175556 79563 46.19%
2018 177778 81144 46.20%
2019 177778 80818 45.10%
2020 188000 96768 49.00%
2021 195918 104572 54.12%
2022 196629 121269 61.42%
2023 195055 131507 67.44%
2024 207000 142315 68.75%

Data source: Huawei Annual Report

Figure 3.1 can more directly reflect the trend of the number of Huawei

employees holding shares. The number of company shareholders increased

significantly from 2011 to 2013. The number of new shareholders in 2012 and 2013

was about 10,000. However, because the total number of employees increased more

rapidly, the proportion of employees holding shares to the total number of employees

was declining. 2014-2017 was the first few years of the implementation of the

saturated stock allotment system + TUP system. The original intention of the TUP

system was to motivate employees to continue to struggle and suppress the "once

and for all" mentality. During this period, the number of employee shareholders

fluctuated. In 2015 and 2017, the number of shareholders decreased, and the

proportion of employees holding shares also decreased. In 2017, the lowest was

45.1%. Huawei's move is intended to increase the TUP incentive.
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Figure 3.1 Changes in Huawei’s shareholding employees from 2011 to 2024

Data source: Huawei Annual Report

The number of Huawei's shareholding employees continued to grow rapidly
from 2018 to 2024. Because the total number of employees did not change much,
the proportion of shareholding employees rose rapidly, reaching a maximum of
68.75% 1in 2024. 2018 is the year when the first TUP cycle ends, and all
commitments need to be fulfilled, including dividends and premiums. In Huawei's
annual report, the cost data related to the time unit plan were announced from 2013
to 2023. The highest was 17.155 billion yuan in 2017, and then it declined year by
year. No relevant data was announced in 2024. This shows that Huawei once again
puts virtual equity incentives in an important position.

From the perspective of Huawei's motivation for implementing employee
incentives, both virtual equity incentives and TUP can be seen as ways to motivate
employees. In the specific implementation process, the number of incentive

personnel and scope are constantly expanding, which is also an important
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manifestation of the company's respect for employees and people-oriented. Although
the growth rate of the number of employees holding shares from 2011 to 2013 was
not as fast as the growth rate of the total number of employees, the number of
shareholders increased significantly; in 2014, Huawei used the TUP system with
fewer constraints to motivate more employees, and the virtual equity incentives
implemented together with it slowed down relatively; after the first TUP cycle ended
in 2018, virtual equity incentives were widely used again, and the number of
employees holding shares and the proportion of employees holding shares increased
rapidly. As of December 31, 2024, the proportion of employees holding shares has
been close to 70%, which shows that Huawei's employee incentive scope is
constantly expanding.

In addition, Huawei's practice of constantly adjusting its employee equity
incentive policy according to changes in the situation is also worth learning from.
Since its establishment, Huawei's employee equity incentive system has undergone
many adjustments. In 1990, it implemented real equity incentives, in 2001 it
implemented virtual equity incentives, and since 2014 it has implemented virtual
equity + TUP equity incentives. There have been many changes between 2001 and
2013. Things are constantly developing. It is precisely because Huawei has
continuously made adjustments based on the development of the enterprise, its own
business goals, and changes in the external environment that it has achieved success
after success.

Based on the above analysis, this article believes that continuously expanding

the scope of equity incentives is an important manifestation of respecting employees
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and valuing human capital, and reflects a certain degree of humanistic spirit.
However, it is only achieved by some people, because not all employees enjoy equity
incentives. Some employees are just workers and have no right to share the
company's surplus value. This also provides ideas for this article to propose

improvement suggestions.

3.2. Problems with Huawei's employee equity incentive system

The original intention of the saturated stock allocation system was to stabilize
old employees and appease grassroots employees during the financial crisis. The
stock allocation ceiling was set according to different levels, and the focus of
incentives was on middle and grassroots employees, expanding the scope of
incentives. However, there are also hidden concerns behind this system, that is, more
clear stock allocation job level standards will bring huge psychological pressure to
employees. Because the essence of the saturated stock allocation system is still
"determining people by material capital”", using material capital to drive human
capital, employees determine the upper limit of the stocks they can hold according
to their job level, and employees cannot independently determine the conditions
required to reach a certain job level, the performance assessment targets, and the
upper limit of each job level. Employees can only make passive choices, which has
a strong material-based characteristic.

Employee work enthusiasm can decrease when passive acceptance leads to

work and psychological pressure. Some may improve efficiency under pressure,
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while others struggle and make mistakes. This can result in lower enthusiasm, as
seen in Huawei’s market performance decline after the saturated stock allotment
system was implemented. The increase in stock allotment conditions brought mental
pressure and employee dissatisfaction.

The TUP system, introduced in 2014, faces sustainability issues. Despite
increasing participation, TUP is not equity, only a right to cash payment. When the
company performs well, it's attractive, but when facing difficulties, it loses appeal.
Its five-year cycle and lack of equity limits its long-term effectiveness. TUP is more
of a short-term incentive, with no long-term alignment between employee and
company interests. Additionally, since employees don’t pay for it, TUP can be a
financial burden on the company, particularly in times of cash flow challenges.

This article highlights the financial pressures TUP creates for Huawei, with
detailed employee expense data from 2011 to 2024 shown in Table 3.2.

Since TUP does not require capital to purchase and is not permanently held, it
is more like a bonus, and Huawei includes it in employee expenses for accounting.
From 2011 to 2013, Huawei's per capita employee expenses basically remained at
around 300,000 yuan, with an annual growth rate of less than 10%, and a slow

growth rate.

Table 3.2 Huawei’s employee expense data from 2011 to 2024

Year Employee expenses | Employee expenses | Employee expenses
(RMB 10,000 per capita (RMB per capita growth rate
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10,000)

2011 2481600 26.12 /

2012 3066400 27.66 5.88%
2013 3936700 27.94 1.01%
2014 4738300 30.46 9.03%
2015 5245000 33.72 10.69%
2016 7180800 42.52 26.10%
2017 10083400 57.44 35.09%
2018 12187200 68.55 19.35%
2019 14028500 78.91 15.11%
2020 14658400 717.97 -1.19%
2021 16832900 85.92 10.19%
2022 16606100 84.45 -1.70%
2023 16453800 84.35 -0.12%
2024 17693100 85.47 1.33%

Data source: Huawei Annual Report

In 2013, the highest per capita employee expenses were 337,200 yuan/year.
From 2014 to 2017, Huawei's per capita employee expenses increased fastest. In
2017, the per capita employee expenses reached 789,100 yuan. At the same time,
TUP expenses in 2017 also reached the highest, which undoubtedly brought huge
payment pressure to Huawei.

Figure 3-2 directly reflects the trend of Huawei's employee expenses. In
summary, this section evaluates Huawei's employee equity incentive system,
summarizes the experience in it in combination with data analysis, and analyzes its
shortcomings. The experience is that the scope of employee incentives should be
continuously expanded and equity incentive policies should be adjusted in a timely
manner. The shortcomings are that they lack human nature. The saturated stock
allotment system brings psychological pressure to employees. TUP is only an

incentive method, not equity, and it will also bring payment pressure to the company.
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Figure 3.2 -Trend of Huawei’s employee expenses from 2011 to 2024

Data source: Huawei Annual Report

It started from scratch and gradually became a multinational company with
207,000 employees and sales revenue of more than 642.3 billion yuan (2024 annual
report data). The timely adjustment of the employee equity incentive system has
played a vital role. However, according to the above analysis of this article, it is
found that there are still areas that need to be improved. This section will put forward
suggestions for improvement.

The objective of improvement here is the main purpose of this article. At the
employee level, by improving the equity incentive system, we can truly reflect
human nature, promote the transformation of the traditional entrustment-agent
relationship to the trustee-self-management relationship, stimulate employees' work
enthusiasm, create more value, and increase corporate benefits. It will bring greater
material satisfaction and motivation to employees. According to the incentive theory,

employees will be more proactive in improving themselves, and participating in the
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company's financial governance and having more rights to choose independently
will reduce employees' mental stress, thereby promoting the long-term development
of employees. At the enterprise level, based on a more humanistic employee equity
incentive system, the interests of employees and enterprises tend to be consistent,
and employees pay more attention to long-term interests, which promotes the long-
term development of enterprises.

First, reflect the humanistic characteristics and always put employees in the
first place. The labor value theory, human capital theory, behavioral value
management theory, and humanistic financial management theory have all
confirmed the role of "people" in enterprise development. People and their behaviors
are the origin of value creation, and workers are the foundation of value creation.
Employees should be given more autonomy. Secondly, unify power, responsibility
and interests, clarify the division of power and responsibility, and use rewards and
punishments together. The most fundamental matching of power and responsibility
is reflected in the fact that since employees are the owners of the company, they
share the residual benefits when the business 1s good, and they also need to bear the
losses when losses occur. For example, in specific work links, employees can be
given the power to make independent decisions within a certain range, and it is clear
that employees should be responsible for their own behavior and the economic
consequences. Finally, combine short-term incentives with long-term incentives. If
only short-term incentives are given to employees, it is easy to cause short-sighted
problems, focusing only on the present and not considering the long-term; only long-

term incentives are implemented for employees, which is difficult to attract new
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employees who have just joined the company or employees with current financial
constraints, and it is difficult to solve the current needs.

Suggestions for the phased improvement of Huawei's employee equity
incentive system According to the principal-agent theory, due to the inconsistency
of interests between the principal and the agent, the agent may damage the interests
of the principal because of the pursuit of its own maximum interests, which is
specifically manifested in low enthusiasm and passive sabotage at the employee
level. Solving the agency problem, improving employee enthusiasm, and allowing
employees to create more value are the main research purposes of this paper. To
achieve this purpose, this paper proposes suggestions for improving the equity
incentive system. However, this improvement suggestion needs to be implemented
in stages.

In terms of current corporate practices, equity incentives for employees can
solve the agency problem to a certain extent. Combining existing research results
with the data analysis in the previous chapter, this paper believes that Huawei can
further expand the scope of virtual equity incentives to all employees to improve
their work enthusiasm. However, this measure does not fundamentally solve the
problem that restricts employees' enthusiasm for value creation from the source of
value creation, and the agency relationship still exists. In order to solve this problem,
this paper believes that the human capital property rights of employees can be
confirmed, so that employees can become the owners of the company's human
capital, and promote the transformation of the agency relationship to the trustee-self-

management relationship in the future. Because this solution is still in the
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exploratory stage, this paper believes that the human capital property rights of some
employees can be confirmed first, and the objects can be expanded to all employees
after good results are achieved.

The first step is to expand the scope of incentives to all employees. The
previous analysis shows that Huawei’s incentive scope has been expanding, with
more than 140,000 employees, or 68.75% of the total, receiving equity incentives as
of 2024. This article recommends that Huawei further broaden this scope and
gradually replace TUP with virtual equity incentives. The incentives should be
extended to all formal employees, allowing them to choose whether to participate in
equity incentives. Expanding the shareholding base will boost team cohesion, reduce
confrontational behavior, and promote shared benefits and risks. A one-year
consideration period can be set for new employees to ensure they are a good fit
before participating.

Regarding the exercise conditions, employees should set their own
performance evaluation standards. Only those who achieve their goals can exercise
their rights, with standards adjusted for positions, capabilities, and market conditions.
This shift from passive acceptance to active goal-setting can reduce the
psychological pressure from the stock allotment system. However, it’s essential to
address the potential "free-rider" issue by refining performance goals. Individual
tasks should be clearly defined where possible, while group tasks should be
evaluated as a team. The development of digital technologies supports this
refinement.

Employees’ share allocations should reflect their job level, performance goals,
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and contributions to ensure fairness. More work should lead to more pay, and vice
versa, to boost efficiency. For new employees facing significant life pressures,
combining year-end bonuses with equity incentives may offer better short-term
motivation. For example, they could convert equity into cash after achieving preset
goals to alleviate immediate financial strain.

The second step is to confirm the human capital property rights of core
employees. The first step of expanding incentives is not perfect, as Huawei's
saturated stock allotment system remains a form of virtual equity. Employees only
have dividend and value-added rights, without voting rights, ownership, or
participation in financial governance. This maintains a principal-agent relationship,
limiting the value creation behavior of employees. While this step enhances
employees' autonomy and work enthusiasm, it is still insufficient in aligning
employees' interests with those of the company owners.

To address this, the article recommends introducing behavioral value
management and humanistic financial management theories to confirm the human
capital property rights of core employees. By doing so, core employees can transition
from being "determined by things" to becoming true stakeholders in the company.
This will align their interests with those of the company's material capital owners,
transforming the traditional principal-agent relationship into a trustee-self-
management model. This shift will improve the core employees' sense of identity,
belonging, and investment in the company, thereby addressing principal-agent
problems like moral hazard and adverse selection.

In practice, this involves focusing on three aspects: capital investment, capital
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operation, and income distribution. To confirm human capital property rights, the
scope of eligible employees must first be defined. Stricter criteria should be set,
requiring employees to have at least ten years of formal employment with Huawei.
Additionally, job level or skill restrictions should be in place. Long-term employees
are likely to align with the company's culture and have a deeper understanding of its
operations. Technicians and managers with higher job levels have a greater impact
on the company's development and should participate more in decision-making and
governance.

Core employees' opinions should also be considered, as risks and benefits are
shared. The size of the equity allocation should be based on the employee's past,
current, and future contributions. For technicians, factors like technological
breakthroughs, workload, and future potential are key, while for managers, team
performance and future management capabilities are crucial. Existing employee
assessment plans can be used as a reference for detailed evaluation.After the human
capital property rights are recognized, the core employees will have the company
property rights, and should have the right to participate in the company's financial
governance together with the owners of physical capital, and should have the right
to make decisions in the company's power bodies such as shareholders' meetings.
The participation of core employees in the company's financial governance also has
the following advantages: first, they are direct participants in the company's
production activities, have a better understanding of the problems encountered in
production, and can make more reasonable judgments in project feasibility analysis

and decision-making; in addition, giving them the right to participate in the
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company's financial governance can further stimulate their enthusiasm, actively
supervise others, and reduce the operating costs of the entire organization.

In addition, the capital operation link is the link of value creation. Taking
employees as the foundation of value creation, confirming the human capital
property rights of employees will help fundamentally solve the problem of
restricting employees' enthusiasm for value creation from the source of value
creation. They will consciously increase high value-added behaviors and reduce
ineffective behaviors, so that they can be given more autonomy in business
management. This article believes that employees can make and arrange production
plans on their own, because this can not only reduce the psychological pressure
caused by the superiors' production plans, but also make plans that are more suitable
for themselves according to their own abilities. Everyone can exert their own
potential and will definitely improve production efficiency.

Like the owners of physical capital, the owners of human capital should have
the right to participate in the distribution of the company's residual profits, and the
amount of distributed profits obtained is determined by the share of human capital
property rights determined above. However, while enjoying the above benefits, the
owners who have obtained the confirmation of human capital property rights should
also bear the corresponding risks. If the business conditions of the enterprise are
good, they will share the residual profits of the enterprise with the owners of physical
capital; if the business conditions are not good and losses occur, they will share the
risk of losses with the owners of physical capital; if the enterprise goes bankrupt,

they will share the bankruptcy liability with the owners of physical capital.
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After the human capital property rights of some core employees have been
identified and good results have been achieved, this attempt will be promoted. After
consultation with all formal employees, the human capital property rights of
employees who are willing to accept it will be confirmed. This can completely
transform the traditional "principal-agent relationship" into a "trustee-self-
management relationship"”, and make the interests of the owners of physical capital
and human capital more consistent.

Unlike the previous article, which focused on the scope of human capital
property rights, this stage addresses the proportion of property rights different
employees can confirm. This article argues that the amount of human capital
property rights should vary based on employee level. Senior managers should
receive a larger share, middle-level managers and core technical personnel a general
share, and grassroots employees a smaller share.

Allowing all employees to participate in corporate financial governance is
essential to reflect human nature and stimulate work enthusiasm. The importance of
employee participation in governance has been discussed previously. The power
each employee holds in financial governance should be defined. Employees with
more human capital property rights should have greater decision-making influence.
However, it should not be based solely on shareholding ratio as in traditional joint-
stock companies, as this would grant grassroots employees too little influence.
Instead, the "same shares, different rights" approach can be used to increase voting
rights for grassroots employees, thereby narrowing the power gap with senior

executives and core employees.
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In summary, by confirming the property rights of all employees, human capital
owners can share in the company's residual profits, participate in financial
governance, and share risks with material capital owners. The amount of profit
distribution depends on the added value created by employees' contributions.
Employees will be motivated to work harder to create value, as their efforts will lead
to residual income, fulfilling their economic needs. As long as these needs exist,
employees will remain motivated, ensuring the company's healthy operation and
long-term development.

In addition, since employees can decide whether to participate in equity
incentives, set performance assessment goals, and formulate production plans, this
fundamentally reduces the psychological pressure brought by work and is more

conducive to the physical and mental health of employees.
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CONCLUSION

This paper 1s guided by the labor value theory, human capital property rights
theory, agency and incentive theory, behavioral value management and humanistic
financial management theory. It sorts out the existing literature from four
perspectives: human capital and corporate performance, equity incentives, employee
participation in corporate financial governance, and integration of humanistic
thinking into the financial field. It summarizes the implementation effect of Huawei's
employee equity incentive system through a combination of horizontal and vertical
comparison methods. The preliminary conclusions include:

The saturated stock allotment system has a positive impact on Huawei's
operating ability, debt repayment ability, growth ability, R&D investment and R&D
output, but has limited impact on profitability and market performance; after the
implementation of the TUP system, Huawei's operating ability, short-term debt
repayment ability, growth ability, market performance, R&D investment, R&D
output have a positive impact, but have limited impact on profitability and long-term
debt repayment ability. This shows that Huawei's employee equity incentive system
has achieved good results, but there are also areas that need to be improved.

After further analysis, this paper believes that the experience that can be
summarized is: both the saturated stock allotment system and TUP are expanding
the scope of employee incentives; timely adjustment of the equity incentive system
to deal with the problems faced by the company. The main problems are: no system

reflects the humanistic characteristics, the saturated stock system determines the
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upper limit of stock allocation according to the job level, which brings psychological
pressure to employees, TUP is only an incentive, and it will be automatically
withdrawn after five years, and employees have no equity. The existence of the
above problems has not made employees and the company's long-term goals
consistent, and the enthusiasm of employees needs to be further improved; in
addition, TUP does not require employees to invest in purchases, and cash is paid to
employees when it expires, which brings huge cash payment pressure to the
company. In response to the above conclusions and problems, this paper proposes
suggestions for improving Huawei's employee equity incentive system in stages to
truly reflect the humanistic characteristics, that is, the first step is to expand the scope
of incentives to all employees based on the current situation, the second step is to
start the confirmation of human capital property rights of core employees, and the
third step is to extend the confirmation of human capital property rights to all
employees, so as to reduce the psychological pressure of employees, reduce the
physical damage caused by work, improve the enthusiasm of employees, increase

output, and promote the long-term development of the enterprise.
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provided but also cultivates a motivated workforce that is better prepared
to navigate the complexities of a changing educational landscape.

In conclusion, Spark Education exemplifies how modern
management principles and methods can be effectively developed and
implemented in a competitive environment. By focusing on
adaptability, innovation, digital transformation, customer-centric
approaches, and continuous professional development, Spark
Education positions itself for sustained success in the dynamic world
of education. This case study highlights the importance of proactive
management strategies in fostering organizational resilience and
effectiveness amidst ongoing change.
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IMPROVING EMPLOYEE EFFICIENCY IN ORGANIZATIONS:

A CASE STUDY OF HUAWEI TECHNOLOGIES CO., LTD.
In today’s competitive business landscape, enhancing employee
efficiency is crucial for organizations striving for success. Huawei
Technologies Co., Ltd., a leading global information and
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communications technology (ICT) solutions provider, exemplifies
effective strategies to improve workforce efficiency. This paper
explores the key initiatives Huawei has implemented to enhance
employee productivity, focusing on talent development, performance
management, technology integration, and organizational culture. By
analyzing relevant literature, we aim to highlight the best practices that
contribute to Huawei’s organizational effectiveness.

One of the primary strategies Huawei employs to improve
employee efficiency is its robust talent development program [1]. The
company invests heavily in employee training and education, offering
various programs to enhance skills and knowledge. Huawei’s global
university initiative, which provides employees with access to
advanced training in ICT and management, enables continuous
learning and professional growth. By equipping employees with the
necessary skills, Huawei ensures that its workforce remains
competitive and capable of adapting to industry changes.

Performance management is another critical component of
Huawei’s approach to improving efficiency [2]. The company has
established a comprehensive performance evaluation system that
aligns individual goals with organizational objectives. This system not
only assesses employee performance but also identifies areas for
improvement and development. By fostering a culture of
accountability and providing constructive feedback, Huawei
motivates employees to enhance their productivity and contribute to
the company’s success.

Technology integration is crucial for enhancing employee
efficiency at Huawei[3]. The company employs advanced
technologies like artificial intelligence (Al) and big data analytics to
streamline operations and improve decision-making. These tools
provide employees with real-time data and insights, enabling faster,
more informed decisions. This improved information flow increases
both individual productivity and overall organizational performance.

Morcover, Huawei emphasizes the importance of a supportive
organizational culture in driving employee efficiency [4]. The
company promotes a collaborative work environment that encourages
teamwork and open communication. By fostering an inclusive culture
where employees feel valued and supported, Huawei enhances
employee morale and engagement. This positive workplace
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atmosphere leads to increased motivation and productivity, ultimately
benefiting the organization as a whole.

Additionally, Huawei implements flexible work arrangements to
further enhance employee efficiency [5]. The company recognizes the
importance of work-life balance and offers options such as remote
work and flexible hours. By accommodating employees’ needs and
preferences, Huawei fosters a sense of autonomy and responsibility,
which in turn enhances job satisfaction and productivity. This
flexibility enables employees to work in ways that suit them best,
leading to improved performance and outcomes.

In conclusion, Huawei Technologies Co., Ltd. demonstrates that
improving employee efficiency involves a multifaceted approach
encompassing talent development, performance management,
technology integration, organizational culture, and flexible work
arrangements. By implementing these strategies, Huawei not only
enhances its workforce’s productivity but also positions itself as a
leader in the ICT industry. This case study highlights the importance
of proactive measures in fostering employee efficiency and
organizational effectiveness in today’s competitive business
environment.
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MODERN EVALUATION METHODS: A CASE STUDY OF HUAWEI
TECHNOLOGIES CO., LTD

In a rapidly evolving global marketplace, effective objective management has
become essential for enterprises seeking to maintain a competitive edge. Huawei
Technologies Co., Ltd., a global leader in telecommunications and consumer
electronics, serves as an exemplary case in adopting and refining modern objective
management practices. This paper explores the effectiveness of Huawei’s approach to
enterprise objective management, with a focus on advanced evaluation methods,
alignment of goals with strategic vision, and adaptability to the dynamic competitive
environment. By examining Huawei’s implementation of innovative practices, this
study sheds light on how modern objective management methods can significantly
contribute to organizational growth and resilience.

Research has demonstrated that a clear, measurable, and strategically aligned
objective management framework is critical for high-performance organizations [1,
p.214]. Huawei employs a robust objective management system that integrates goal
setting with performance metrics, ensuring that each department’s objectives align
with the company’s overarching strategic goals. Huawei’s approach emphasizes
flexibility, enabling the company to adjust objectives in response to changing market
conditions. This adaptive framework allows Huawei to optimize resource allocation,
improve operational efficiency, and drive continuous innovation, even amidst
external disruptions. In modern enterprises, the effectiveness of objective
management is closely tied to data-driven evaluation methods. Huawei has
incorporated advanced analytics and artificial intelligence to monitor progress toward
its objectives in real-time [2, p.101]. For example, the company utilizes big data
analytics to evaluate departmental performance, providing managers with actionable
insights to enhance decision-making processes. This data-centric approach not only
facilitates objective tracking but also ensures a more responsive and precise
evaluation process, aligning departmental outcomes with Huawei’s mission of
innovation and customer satisfaction.

Moreover, Huawei has adopted Key Performance Indicators (KPIs) and
Objectives and Key Results (OKRs) as core components of its objective management
framework, enhancing the transparency and accountability of its goal-setting
practices [3]. By using KPIs to measure specific, quantifiable outcomes and OKRs to
encourage ambitious, cross-functional collaboration, Huawei fosters a performance-
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driven culture that promotes both individual and collective achievement. These
methodologies enable Huawei to stay agile, adjust objectives as needed, and cultivate
a workforce that is engaged and aligned with the company's long-term vision.

Employee involvement is another crucial factor in ensuring the effectiveness of
objective management. Research shows that when employees participate in the
objective-setting process, organizational commitment and productivity tend to
increase [4, p. 54]. Huawei actively engages its employees in setting personal and
team objectives, which enhances their sense of ownership and motivation. Regular
feedback sessions and performance reviews provide employees with opportunities to
refine their goals and align them with organizational priorities, ensuring that
Huawei’s workforce remains focused and motivated in achieving high standards of
excellence.

Leadership also plays a pivotal role in fostering a successful objective
management culture. Huawei’s leadership team emphasizes clarity, communication,
and consistency in guiding the objective management process [5, p. 92]. Leaders at
Huawei serve as role models, aligning their goals with those of the company and
encouraging employees to pursue objectives that reflect the company’s values. This
commitment from the top levels of management reinforces a culture of accountability
and innovation, which has proven instrumental in Huawei’s ability to maintain its
position as a global industry leader.

In conclusion, Huawei’s approach to enterprise objective management
underscores the value of modern evaluation methods and adaptive goal-setting
practices in fostering a high-performance culture. Through data-driven evaluations,
employee engagement, and leadership alignment, Huawei has optimized its objective
management framework to drive organizational efficiency and strategic growth. The
company's success highlights the importance of a dynamic, participative, and
technologically enabled approach to enterprise objective management in today’s
competitive business landscape.
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