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Abstract 
 

Purpose: Much research has been done on what factors impact the Chinese telecommunication 

industry development. However, this research mostly focuses on export or import of technology 

and therefore largely neglects the holistic innovation ecosystem and its advancement in China 

in recent years, let alone the assessment of how the ecosystem dynamics interplay to help 

Chinese firms to overtake global technology incumbents. This study aims at closing this 

research gap by exploring the innovation ecosystem of the Chinese mobile phone industry and 

exploring how these firms make use of it to expand to new markets in such context. 

	

Design/methodology/approach: The authors employ a multiple case study approach and use 

qualitative methods to capture the innovation ecosystem dynamics within the mobile phone 

industry in China. To do this, the authors adopt a pragmatist approach and use the principles of 

the Grounded Theory based on Corbin & Strauss (1998). 

	

Findings: This thesis indicates that to navigate successfully in an agile innovation ecosystem 

at the example of the mobile phone industry in China, firms follow three steps to expand their 

business and gradually push foreign brands out of the market: the upgrade of firm-internal 

processes towards an engineering process, the progression of the idea creation process, and the 

refinement of business model innovation. The novelty of this study lies in highlighting these 

dynamics to explain how firms make use of an agile innovation ecosystem to advance their 

capabilities and access new markets. Whereas most contemporary studies portray a static 

description of an industry ecosystem, this study found that domestic firms will eventually 

overtake international brands in an agile process by initially sourcing technology innovation 

from global technology leaders. This study finds that the firms’ capability to improve their 

innovation performance, however, depends on their net of relationships and fluid firm behavior 

in their environment. Key factors affecting this ecosystem are incremental business model 

innovation and a customer-centric focus which both outweigh the disadvantage of Chinese 

firms having only restricted access to superior technology. Another identified key factor is the 

growing need for patents when firms internationalize, however this need is reduced when firms 

operate exclusively in the domestic market. 
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Originality/value: The lack of recent literature and empiricism on the innovation ecosystem of 

fast-moving Chinese mobile phone industry highlights the need for new grounds to assess the 

dynamics at play in such a context. Based on the case of the mobile phone industry, this study 

provides a unique insight into the dynamics of the current Chinese innovation ecosystem. The 

study identifies that Chinese firms embedded in this unique environment expand into new 

markets through steps of engineering, idea creation process and business model innovation. It 

is suggested that Chinese mobile phone firms successfully grow their business through the 

gradual expansion of these three steps within the agile ecosystem and thereby overtake the 

incumbent position of the current global technology leaders. These dynamics can lend 

themselves towards a deeper understanding of the agile innovation ecosystem and therefore 

lead to an improved insight for firms to advance in the status quo of the industry.   



 

	

IV 

Acknowledgements 

The authors would like to express his gratitude to all those individuals that were instrumental 

in the realization of this thesis. 

First of all, we thank all our research participants for participating in our study through 

providing us with valuable information and insights into the Chinese mobile phone industry. In 

particular, we would like to thank Meizu, OnePlus, Hao Nian Hua, Sintave Technology, Artop 

Inno and the Shenzhen Open Innovation Lab. Without their contribution, this study could not 

have been done. 

Second, we would like to thank our supervisor Sudhanshu Rai who over the past months has 

provided us with unrelenting support and invaluable guidance on both an academic and a 

personal level throughout the thesis process. 

Last but not least we are grateful for the support we have received from our family and friends. 

  



 

	

V 

Table of Content 

ABSTRACT ........................................................................................................................................... II	

ACKNOWLEDGEMENTS ................................................................................................................ IV	

LIST OF FIGURES .......................................................................................................................... VIII	

LIST OF TABLES ............................................................................................................................ VIII	

CONTENT OF DIGITAL DATA ................................................................................................... VIII	

LIST OF ABBREVIATIONS AND ACRONYMS ........................................................................... IX	

1	 THESIS FOUNDATION .............................................................................................................. 1	
1.1	 INTRODUCTION ....................................................................................................................... 1	
1.2	 RESEARCH QUESTION ............................................................................................................. 2	
1.3	 PURPOSE OF THE DISSERTATION ............................................................................................ 2	
1.4	 DELIMITATION AND RELEVANCE OF THE TOPIC .................................................................... 3	
1.5	 OUTLINE OF THE DISSERTATION ............................................................................................ 4	

2	 LITERATURE REVIEW ............................................................................................................. 6	
2.1	 MARKET RESTRUCTURING ..................................................................................................... 6	

2.1.1	 Implications of Layered Modular Architecture ................................................................. 6	
2.1.2	 The Shanzhai Phenomenon ................................................................................................ 8	

2.2	 GOVERNMENT INFLUENCE ................................................................................................... 10	
2.2.1	 Targeted Policy Intervention ........................................................................................... 10	
2.2.2	 Increasing Necessity of Government Intervention ........................................................... 11	
2.2.3	 Implications of IPR on Chinese Innovation Ecosystem ................................................... 13	

2.3	 FORM AND DEGREE OF FIRM RELATIONS ............................................................................ 15	
2.3.1	 Balancing Coopetition and Openness within the Market ................................................ 15	

2.4	 INTERNAL DYNAMIC CAPABILITIES ..................................................................................... 16	
2.4.1	 Dynamic Capabilities of Firms ........................................................................................ 16	
2.4.2	 Learning Strategies of Chinese ICT Firms ...................................................................... 18	

2.5	 INNOVATION PERFORMANCE ................................................................................................ 20	
2.5.1	 Sources of Innovation Pace .............................................................................................. 20	
2.5.2	 The Emergence of Business Model Innovation ................................................................ 21	

2.6	 CAPABILITIES FOR MARKET EXPANSION ............................................................................. 23	
2.6.1	 Chinese GVC Drivers in the Future ................................................................................. 23	
2.6.2	 Learning in Domestic Market to Advance Globally ........................................................ 25 

	



 

	

VI 

3	 THEORETICAL FRAMEWORK ............................................................................................ 27	
3.1	 MARKET RESTRUCTURING ................................................................................................... 27	
3.2	 GOVERNMENT INFLUENCE ................................................................................................... 27	
3.3	 FORM AND DEGREE OF FIRM RELATIONS ............................................................................ 28	
3.4	 INTERNAL DYNAMIC CAPABILITIES ..................................................................................... 28	
3.5	 INNOVATION PERFORMANCE ................................................................................................ 29	
3.6	 CAPABILITIES FOR MARKET EXPANSION ............................................................................. 29	
3.7	 THEORETICAL MODEL .......................................................................................................... 30	

4	 METHODOLOGY ...................................................................................................................... 32	
4.1	 RESEARCH DESIGN ............................................................................................................... 32	
4.2	 PHILOSOPHY ......................................................................................................................... 33	
4.3	 APPROACH ............................................................................................................................ 34	
4.4	 STRATEGY ............................................................................................................................. 34	
4.5	 RESEARCH CHOICE ............................................................................................................... 37	
4.6	 TIME HORIZON ...................................................................................................................... 38	
4.7	 RESEARCH TECHNIQUES AND PROCEDURES ........................................................................ 38	

4.7.1	 Selection of Interviews ..................................................................................................... 38	
4.7.2	 Case Companies ............................................................................................................... 39	
4.7.3	 Shenzhen – An Immersion Experience ............................................................................. 41	
4.7.4	 Shanzhai ........................................................................................................................... 42	
4.7.5	 Mobile Phone Industry ..................................................................................................... 43	

4.8	 CONDUCTING INTERVIEWS AND DATA COLLECTION ........................................................... 43	
4.9	 DATA ANALYSIS ................................................................................................................... 46	
4.10	 CROSS-CASE ANALYSIS ....................................................................................................... 50	
4.11	 LIMITATIONS ......................................................................................................................... 50	

5	 CASE STUDY .............................................................................................................................. 51	
5.1	 INNOVATION ECOSYSTEM .................................................................................................... 51	

5.1.1	 Technology Momentum .................................................................................................... 51	
5.1.2	 Anticipation ...................................................................................................................... 56	
5.1.3	 Government Influence ...................................................................................................... 60	

5.2	 INTERNAL FIRM CAPABILITIES ............................................................................................. 64	
5.2.1	 Fluid Firm Behavior ........................................................................................................ 64	
5.2.2	 Wedded Net ...................................................................................................................... 69	

5.3	 IDEA CREATION LOOP .......................................................................................................... 72	
5.4	 MARKET EXPANSION INITIATIVES ....................................................................................... 77	



 

	

VII 

6	 EMPIRICAL FRAMEWORK ................................................................................................... 81	
6.1	 MARKET AND GOVERNMENT ENVIRONMENT ...................................................................... 81	
6.2	 STEP ONE: ENGINEERING ..................................................................................................... 82	
6.3	 STEP TWO: IDEA CREATION PROCESS .................................................................................. 83	
6.4	 STEP THREE: BUSINESS MODEL INNOVATION ..................................................................... 84	
6.5	 EMPIRICAL MODEL ............................................................................................................... 85	

7	 DISCUSSION .............................................................................................................................. 88	
7.1	 RECAPITULATION OF THE THEORETICAL AND EMPIRICAL MODEL ..................................... 88	
7.2	 SYNTHESIS AND FINDINGS .................................................................................................... 89	
7.3	 ANSWER OF RESEARCH QUESTION ....................................................................................... 92	
7.4	 IMPLICATIONS FOR ACADEMIA AND THE INDUSTRY ............................................................ 93	

8	 CONCLUSION ............................................................................................................................ 95	

9	 REFERENCES ............................................................................................................................ 97	

APPENDIX A: INDUSTRY MARKET-SHARE COMPARISON  

MOBILE PHONE INDUSTRY ............................................................................ 104	

APPENDIX B: DATA ANALYSIS .................................................................................................. 106	

APPENDIX C: OVERVIEW INTERVIEW PARTNERS ............................................................. 108	

APPENDIX D: INTERVIEW GUIDES – PILOT INTERVIEWS ............................................... 109	

APPENDIX E: PILOT INTERVIEWS TRANSCRIPTS .............................................................. 110	

APPENDIX F: PILOT INTERVIEWS KEY STATEMENTS ...................................................... 124	

APPENDIX G: INTERVIEW GUIDES – FINAL INTERVIEWS ............................................... 125	

APPENDIX H: FINAL INTERVIEWS TRANSCRIPTS .............................................................. 126	
 

  



 

	

VIII 

List of Figures 
 

Figure 1: Overview of Thesis Structure ..................................................................................... 5	

Figure 2: Theoretical Model of the Innovation Ecosystem of the  

Chinese Mobile Phone Industry .............................................................................. 31	

Figure 3: Research Onion ........................................................................................................ 32	

Figure 4: Empirical Model ....................................................................................................... 85	

Figure 5: A Market-Share Comparison of Leading Smartphone Brands in China 2012 ....... 104	

Figure 6: A Market-Share Comparison of Leading Smartphone Brands in China 2016 ....... 105	

Figure 7: Empirical Analysis; Selective Coding Stage 3A .................................................... 106	

Figure 8: Empirical Analysis; Selective Coding Stage 3C .................................................... 107	

 

List of Tables 
 

Table 1: Example of Open Code Snippets ............................................................................... 48	

Table 2: Examples of Axial Code Snippets ............................................................................. 49	

Table 3: Examples of Selective Code Snippets ....................................................................... 49	

Table 4: Overview of Interview Partners ............................................................................... 108	

Table 5: Pilot Interview Questions for Mobile Phone Companies ........................................ 109	

Table 6: Pilot Interview Questions for Industry Experts ....................................................... 109	

 

Content of Digital Data 
	

File 1: Literature Review Analysis 

File 2: Empirical Analysis 

File 3: Pilot Interviews Audio and Transcripts 

File 4: Final Interviews Audio and Transcripts 

File 5: Immersion Experience Shenzhen 

File 6: Company Consent Confirmations 

  



 

	

IX 

List of Abbreviations and Acronyms 
 

BMI Business model innovation 

CN China 

EE Emerging economy 

GDP Gross Domestic Product 

GLT Good Life Technology Co. Ltd. 

GT Grounded Theory 

GT Grounded Theory 

GVC Global Value Chain 

ICT Information and communications technology 

IPR Intellectual property rights 

Meizu Zhuhai Meizu Telecom Equipment Co., Ltd.  

MNC Multinational company 

MTK MediaTek Inc. 

ODM Original design manufacturers 

OEM Original equipment manufacturers 

R&D Research and development 

SEZ Special Economic Zone  

SME Small and medium size enterprise 

SZOIL Shenzhen Open Innovation Lab 

Sintave Sintave Technology Group Co., Ltd. 

VC Value Chain 



	 1 

1 Thesis Foundation 

1.1 Introduction 

Prioritizing indigenous innovation and promoting novel product features lies at the core of 

China’s 15-year National Plan for Medium- and Long-term Scientific and Technological 

Development (2006–2020). The country’s national development plan manifest itself in 

industries of rapid change in which competitive advantage is key to survive in the market (Tang, 

Murphree, & Breznitz, 2016). Rapidness and flexibility of firms are thought to be the traits 

bringing the most competitive advantage to firms operating in fast changing industries such as 

the mobile phone industry. In the past decade, this industry has been under constant flux and 

power shifts between industry incumbents (Euromonitor International, 2016). These shifts 

coupled with rapidly emerging new businesses have shaped the Chinese innovation landscape 

significantly. In fact, these dynamics seem to increasingly support the ability of Chinese 

companies to capture a remarkable stance in the global market. Their growing global 

significance begs the question on which ground the success of Chinese innovation processes is 

based upon.  

At first glance it may seem that this turnaround can be derived from the dynamics of the product 

development process. However, due to the growing geographic concentration of industry 

players coming from China it is certainly worth taking a more differentiated view at the 

idiosyncratic and more holistic attributes of this process. Put differently, the authors explore 

the overall innovation ecosystem of the Chinese mobile phone industry through empirical 

investigation. Having this in mind, this dissertation explores the dynamics which are at play in 

this transforming ecosystem allowing firms to advance swiftly in the Chinese context. By this 

exploration, the authors recognize that the dynamics in the innovation ecosystem may explain 

the growing presence of Chinese mobile phone brands within the domestic and global markets 

for mobile phones. 

The subject’s importance is further validated through the request to provide academic attention 

towards the country’s rapid industry developments. Having in mind the constant technology, 

product design and market player changes within the industry it seems obvious that a parallel 

update of existing academic explanation is crucial to capture the core of the Chinese innovation 

ecosystem. 
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1.2 Research Question 

Based on the current trends in the mobile phone industry in China, it becomes apparent that so 

far the characteristics and dynamics of the Chinese innovation ecosystem have only received 

limited attention. Motivated by this current gap in literature and the growing presence of 

Chinese mobile phone brands in the markets, the authors decided to further explore the nature 

of the Chinese model of innovation by using the case of the mobile phone industry. Therefrom, 

the following research question arises:  

How does the Chinese mobile phone industry make use of an agile innovation ecosystem to 
expand to new markets? 

To guide the research towards an answer the authors limit the analysis to three sub questions. 

The sub-questions constitute the analytical focus of this thesis. By answering them, the 

researchers believe that the study can valuably contribute to the scarce knowledge about agile 

innovation in the field of technology. 

- What are the factors affecting the Chinese agile innovation ecosystem? 

- Which dynamics are at play in the agile innovation ecosystem in which Chinese mobile 

phone firm operate? 

- What role does intellectual property rights [IPR] protection play when expanding to new 

markets? 

1.3 Purpose of the Dissertation 

With this study, the authors aim to provide an understanding of the agile innovation ecosystem 

in which Chinese mobile phone firms operate while seeking to expand to new markets. 

Interestingly, the rapid development of the mobile phone industry paired with the 

transformation of the Chinese economy and its innovative abilities provides a fertile ground for 

the authors’ research when scrutinizing these prerequisites for Chinese firms to expand to new 

markets. 

The result of the research will serve two purposes: a) the authors hope to enhance the 

understanding of the agile innovation concept in the context of Emerging Economies [EE] at 

the example of China; and b) explore learnings for Chinese mobile phone companies in terms 



 

	

3 

of their innovation model and ecosystem. The authors hope to impact further studies within this 

field and verify the findings in different contextual settings. 

In addition to enhancing theoretical and developing empirical knowledge on the concept of 

agile innovation, this study will have important practical recommendations for academia and 

managers seeking to navigate their firm’s innovation processes in the unique ecosystem. 

1.4 Delimitation and Relevance of the Topic 

The authors have chosen to limit their research to the field of agile innovation in the Chinese 

context of the mobile phone industry and its industry participants: The country China was 

selected as a case for an EE with innovation as one of its top priorities on its economic 

development agenda. Additionally, the authors limit the study to innovation processes within 

the mobile phone industry. Lastly, regarding the chosen Chinese cases companies, the authors 

delimit their research to the mobile phone brands OnePlus and Zhuhai Meizu Telecom 

Equipment Co., Ltd. [Meizu], whereas Hao Nian Hua, Artop Inno and Sintave Technology 

serve as suppliers. The Shenzhen Open Innovation Lab [SZOIL] is used as a subject matter 

expert and thereby complements the ecosystem. The focus on the case companies derived from 

their fast-growing, leading role within the mobile phone industry in China and their ambitions 

to expand not only as being coined Chinese but also innovative. 

The following questions and answers explain how the authors arrived at the subject of interest: 

Why agility in innovation? 

Whereas the notion of open innovation developed by Chesbrough (2006) describes the 

openness of firms in terms of resources and knowledge creation needed to advance in the global 

innovation game , the concept lacks to address the connotation of innovation pace (Eisenhardt 

& Tabrizi, 1995; Kessler & Chakrabarti, 1996, 1999) which attributes to the Chinese innovation 

ecosystem in particular (Sheng, Zhou, & Lessassy, 2013). Therefore, an agile innovation 

concept, defining agile as the “ability to move quickly and easily” (Oxford Learner’s Dictionary, 

2017) combines both aspects of pace and ease of innovation in an apt fashion (Denning, 2013; 

Tavani, Sharifi, & Ismail, 2013). 
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Why China? 

Despite the phenomenon of agile innovation in China being relatively recent, the authors find 

China as an innovation economy highly intriguing. Provided its economic and particularly 

socio-economic transition in terms of the use of information technology in the past decade, it 

appears fascinating how a vast number of Chinese citizens leapfrogged the use of personal 

computers towards smartphones – a personal computer in pocket format. The city of Shenzhen 

in the Guangdong province lies at the epicenter of technology and innovation in China (Lindtner, 

Greenspan, & Li, 2015) and the mobile phone industry in particular, where suppliers and 

headquarters of Chinese mobile phone brands densely collocate (Bengtsson & Wang, 2016). 

Why the mobile phone industry? 

The mobile phone industry in China embraces the notion of agile innovation: Its adaption 

symbolizes a firm’s commercial survival reflected in the high-paced, exponential growth of 

new industry entrants and decline of mainly Western brands in the past decade. The industry, 

with its diverse innovation types at its core, provides an excellent example to carve out the 

concept of the agile innovation ecosystem. As mentioned previously, the adaption of mobile 

phones and particularly smartphones within society has enabled new dynamics of society and 

business. This transformation, the authors believe, has implications for Chinese value-added 

activities and is certainly worth taking a closer look at. 

Why the expansion to new markets? 

Chinese brands are in the course of rapidly overtaking the local market and replace international 

brands from the global markets (Euromonitor International, 2016). This expansion towards a) 

new geographic markets, and b) a variety of customer segments steers the authors’ attention 

towards a further examination of the on-going emerging market phenomenon. The factors, 

dynamics and the role of IPR affecting this current expansion process are of interest to 

understand the EE market dynamics in a holistic manner. 

1.5 Outline of the Dissertation 

In order to approach the research question in a structured manner, the thesis is divided in six 

main parts. First, the existing literature on the agile innovation ecosystem in which Chinese 

mobile phone firms operate in is scrutinized. Second, the authors address the theoretical 
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framework by building on the foregoing literature review. Third, the methodology and applied 

research philosophy will be described. The fourth part consists of the case study about the agile 

innovation ecosystem and is followed by the presentation of the empirical model. Lastly, a 

discussion part addressing the findings related to the main research question along with 

limitations and the conclusion will be presented. Figure 1 outlines the structure of this study. 

Figure 1 Overview of Thesis Structure 

 
Source: Authors’ own illustration 
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2 Literature Review 

The objective of this chapter is to theoretically comprehend the concept of agile innovation in 

the Chinese mobile phone industry and its implications on these firms to expand to new markets. 

To do this, the authors firstly shed light on the environmental role of the market and government 

influence on the firms’ innovation activities. Then, the relevance of the industry’s firm 

relationships and firm-internal dynamic capabilities are examined. This is followed by an 

examination of the firm’s innovation performance. The chapter concludes with the capabilities 

Chinese firms in this industry need to develop to grow and prosper in new markets. 

2.1 Market Restructuring 

2.1.1 Implications of Layered Modular Architecture  

Yoo, Henfridsson, & Lyytinen's (2010) concept of layered modular architecture through 

digitization extends Henderson & Clark's (1990) earlier typification of physical product 

modularity. The emergence of such a new framework is needed to describe the innovation 

dynamism around digital products which are embedded in four layers: devices, networks, 

services and digital content and thus differ from physical product innovation. The authors draw 

on previous literature and use multiple industry cases to argue that the digitization of the mobile 

phone industry gives birth to a complex ecosystem where severe changes and unclear 

boundaries of industrial structure, competitive environment and industry boundaries prevail 

while simultaneously creating new threats and opportunities. Through such layered modular 

architecture value is created through recombining components of multiple design hierarchies in 

an agile way: resources are mixed and matched across the four layers. Moreover, blurry product 

boundaries exist which implies that they are controlled and defined across the entire firm. These 

loose boundaries lead to innovation at any layer of the digital product. Component knowledge 

is agnostic, hence external communities of various disciplines contribute to the trajectory of 

innovation. As a result, this digitization of mobile phones has matured into democratization of 

innovation to which almost anyone has access to. On each of the different four layers firms 

either coexist, compete or innovate collaboratively leading to the new innovation logic of 

smartphones. 



 

	

7 

The authors find that Yoo's et al. (2010) digitization framework aptly explains the gradual 

decline of Shanzhai1 mobile phones and offers valid evidence for the agility of the innovation 

ecosystem in which mobile phone firms operate in. First, the authors deem that the decreasing 

relevance of Shanzhai phones and 2G and the rise of smartphones in the 3G era parallels the 

development of modularity to layered modularity of digital products, where product boundaries 

of services, digital content or networks inherited in the smartphone technology are increasingly 

blurry. These complex layers of smartphones cannot be handled by hardware-oriented Shanzhai 

firms and therefore they progressively get pushed out of the market or urge them to advance 

towards higher global value chain [GVC] activities sourced from across all four layers. A dense 

industry concentration with fewer domestic players could be a consequence of such dynamics. 

This would also require superior capabilities of firms to succeed in a more concentrated and 

competitive environment. Second, Yoo et al. (2010) provide a strong argument for the agile 

innovation ecosystem at work in the fast paced mobile phone industry. More specifically, they 

find that the digital technology characteristic of self-reference promotes an accelerated 

diffusion pace and lowers learning costs thus decreases entry barriers to the industry. These 

three factors, in turn, advocate for the growing importance of open innovation and knowledge 

sharing as the industry matures. It would be interesting to see, however, to which degree these 

factors benefit the Chinese mobile phone firms for them to advance into higher reaches of the 

GVC. One may find, that an extremely agile innovation ecosystem may harm a firm’s 

innovative capabilities because boundaries of coexistence, competition or open innovation 

amongst firms are not pre-defined under this paradigm. On these grounds, it appears crucial for 

a mobile phone firm to define whether resources are shared openly. 

Several authors are attuned to Yoo's et al., (2010) work when describing the decline of Shanzhai 

handset firms towards the rise of smartphone brands: architectural innovation not only destroys 

but also propels a firm’s competences (Chen & Wen, 2016; Henderson & Clark, 1990; Liu, 

Xie, & Wu, 2015). Chen & Wen (2016) propose that the layered modular structure even lies at 

the core of the fast-moving Chinese mobile communication sector’s ecosystem. Similarly, Liu 

et al. (2015) depict that destruction of competencies through modularization pushes innovation 

																																																								
1The term Shanzhai refers to the practice of business imitation and describes mobile phone 

producers that imitate the functions and styles of mainstream phone producers (Rong et al., 

2011). An introduction to the Shanzhai phenomenon is presented in section 4.7.4. 
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in this ecosystem. In more detail, communication around component linkages across layers and 

integration within and outside the firm, as rooted in the open innovation concept of Chesbrough 

(2003), become key to innovate continuously across layers in the market (Henderson & Clark, 

1990; Tavani et al., 2013). This means that external relationships with multiple sources such as 

makers, operators or service platforms play an important role when developing new platform-

based business models which are on the rise given the increased digitization of products and 

their content generation (Chen & Wen, 2016; Denning, 2013; Dittrich & Duysters, 2007; Hong, 

Bar, & An, 2012; Tavani et al., 2013). Further, such agile innovation improves a firm’s market 

share and profitability (Tavani et al., 2013) while determining on who survives in the rapidly 

changing industry (Denning, 2013). Clearly, accessibility to such a performance is limited to 

companies who successfully embrace agile innovation processes. 

2.1.2 The Shanzhai Phenomenon 

Liu, Xie, & Wu (2015) explore the concept of modularization in the mobile phone industry in 

Shenzhen, China. Modularization in the innovation process describes the process of breaking 

down the research and development [R&D] process into different steps or modules. Liu et al. 

(2015) articulate that modularity leads to simplification and a cheaper research process. Small 

local firms may face several challenges such as resource constraints, access to inferior 

technology and exposure to a segmented market. However, Shanzhai companies catch up with 

established players through modularity. Such an evolution of the industrial value chain [VC] 

positively affects local firms’ innovation effort. The VC of a Shanzhai phone can be described 

as an integrated circuit design with a horizontal new product development process. In fact, the 

authors identify a shift from a vertical and Original Equipment Manufacturing [OEM]-centric 

system to horizontal, loosely cooperated networks. The technology progress curve of Shanzhai 

mobile phone manufacturers modeled by Liu et al. (2015) shows the steeper ascent of 

technological performance of Shanzhai firms over time. Thus, the authors propose that 

Shanzhai firms can move into the segment of leading companies over time through 

modularization. They further claim, that modularization boosts innovation process through 

higher interaction amongst different stakeholders. Liu et al. (2015) imply that government 

restrictions should avoid over-regulating innovation and new business models need to be 

created to use the concept of modularization efficiently.  
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It is worth highlighting the key role of modularization in Shanzhai phone manufacturing. The 

Shanzhai phenomenon embodies the emergence of a novel form of innovation logic in the 

mobile phone market through modularization that targets the low-end consumer segment in 

China. It is important to acknowledge, that Shanzhai phone manufacturers do not equate 

innovation with product and technology innovation. This distinction is important to make, 

however, often mistakenly overlooked by a large part of Western scholars. 

It is to add that the concept provides means to flexibly reconfigure capability while at the same 

time it builds long-term trust-based relationships which help actors to learn faster. However, 

Liu et al. (2015) fail to address that this form of innovation requires a profound shift in mind-

sets and capabilities within the network: Firms need to create new business models to make use 

of modularization. Increased complexity in the market and lower entry barriers result in higher 

competition amongst the network actors. Due to such increased competition, firms are forced 

to be innovative and create new business models that can capture the complexity stemming 

from modularization. Additionally, Liu et al. (2015) claim that modularization enables 

Shanzhai firms to move into the segment of leading companies over time due to their steeper 

technology curve. The authors question this claim, whether moving into higher market 

segments is an advantage for Shanzhai phone manufacturers as they may lose market share in 

the lower end and thus, erode their current customer base. 

Multiple researchers examined the Shanzhai culture and argue that the Shanzhai phenomenon 

is an opportunity to boost innovation through increased interaction between different 

stakeholders (Keane & Zhao, 2012; Lindtner et al., 2015; Zhu & Shi, 2010). Other researchers 

emphasize that the local government played a major role in supporting the vitality of the mobile 

phone industry in Shenzhen and helped firms to operate with an incremental innovation-based 

business model (Tang et al., 2016; S. Zhu & Shi, 2010). Overall, government agencies steer 

and provide legal guidance regarding Shanzhai indigenous innovation capability (Rong, Liu, & 

Shi, 2011; Zhu & Shi, 2010). Revised and targeted business models to capture value, sales 

revenues, and market shares remain key to create sustainable competitive advantage  (Jin-Li, 

Wan, & Zhu, 2011; Shih, Lin, & Luarn, 2014). Summing up, modularity challenges established 

industry players and requires specific business models such as used by Shanzhai phone 

companies. 
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2.2 Government Influence 

2.2.1 Targeted Policy Intervention 

Li & Reimers (2015) measure the nation’s innovation capability. They categorize the types of 

innovation in China’s information and communications technology industry [ICT] into a top-

down and a bottom-up approach.  The top-down approach portrays innovation as driven by the 

government and its effort to build an industry VC. The bottom-up approach, in contrast, shows 

innovation as driven by grass root entrepreneurship such as in the case of the mobile phone 

company Xiaomi or Tencent’s mobile portal WeChat (Li & Reimers, 2015). The difficulty for 

government-sponsored (top-down) approaches is to generate genuine innovation in the highly 

competitive and dynamic ICT sector. As a result, Li & Reimers (2015) argue that the 

government should focus on fostering entrepreneurship and create a fair business environment. 

Thus, they see the most important and urgent issue for China in the cultivation of Chinese firms’ 

innovation capabilities. In short, the bottom-up approach should be nurtured to foster 

innovation (Li & Reimers, 2015). 

The study of Li & Reimers (2015) is based on the clear distinction that innovation comes from 

an either top-down or bottom-up approach. Notably, it is arguable whether innovation can be 

distinguished in stemming from either one of these directions. Following the argumentation of 

Li & Reimers (2015), it is unclear how the authors would position established players in the 

industry. Companies such as Huawei, Oppo or ZTE are therefore neglected in the 

argumentation logic even though they are contributing to the National Innovation System based 

on Nelson (1993)2.  

Li & Reimers (2015) argue that China is weak in its innovation capability at all levels. 

Consequently, China’s mobile telecom markets have always been heavily influenced by 

multinational firms. In contrast, the authors emphasize that Chinese companies at different 

layers of the telecommunications sector have quickly gained relevant know-how of the industry 

due to the rapid market development. Yet, is not just the internal innovation capabilities but 

also the external political environment and the ways it can foster indigenous innovation that are 

																																																								
2 The National Innovation System by Nelson (1993) describes a set of institutions whose 

interactions determine the innovative performance of national firms. 
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relevant for innovative activities. The authors argue that the growth of the mobile phone 

industry stems from a powerful ecosystem that is established through administrative action and 

increased support for R&D by the government. Therefore, it is crucial for the Chinese 

government to create a strong National Innovation System that focuses on the interaction, 

integration, and co-determination of enterprises, universities, and government research 

institutes to cultivate innovation. 

Policies are an important factor when examining the source of innovation in China. Various 

authors find evidence that despite the lack of a supportive institutional environment, means of 

collaboration with the government enabled China’ s private companies to gradually climb up 

the technology ladder (Dittrich & Duysters, 2007; Opper & Nee, 2015; Rusko, 2014). Therefore, 

the authors argue for the importance of targeted policy interventions in China which equally 

support SME’s [small and medium size enterprise] and MNC’s [multinational company] 

advancement. Other academics support the authors’ argumentation and confirm that the legal 

environment and government effectiveness can significantly promote and support a Chinese 

firm's technological innovation (Hong et al., 2012; Jiao, Koo, & Cui, 2015; Lindtner et al., 2015; 

Shim & Shin, 2016; Tang et al., 2016). Similarly, a good relationship and the establishment of 

personal ties between the firm and the government officials was found to have a positive effect 

on both radical and incremental innovations (Zhang & Liang, 2011). 

2.2.2 Increasing Necessity of Government Intervention  

In the past decade, the Chinese industrial ecosystem in the telecommunication industry has 

transformed into one being spearheaded by domestic smartphone brands replacing international 

players while the market migrates from 2G and feature phones to 3G and smartphones. This 

migration, coupled with a particular interest on its effect on the Chinese ICT ecosystem and 

industrial transformation, lies at the core of Chen & Wen's (2016) research. A thorough 

literature review serves the authors to assess the roles of not only layered platform-based 

development but also social and market factors: These developed and shaped both the grass 

root bottom-up and governmental top-down innovation initiatives during the migration process. 

Further, the authors dissect the innovation ecosystem in ICT into infrastructure, service 

platform and application level to characterize its transformation. Asides social and market 

forces, the growing stance of Chinese brands stems from technological innovation towards 

platform-based competition and applications. The drivers of this evolution shifted from an 
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infrastructural, architectural design towards a functional, platform-based level, where lower 

technology barriers between smartphone vendors and manufacturers are present. Their close 

relationships are key to capture value from service platforms. 

At first glance, it seems that Chen & Wen's (2016) explanation for Chinese brands’ quest for 

technological leadership in the mobile phone sector is mainly encouraged through particular 

factors of continuity between the 2G and 3G ecosystem. These factors which facilitate the 

industrial transformation are coined by incremental innovations, rapid and iterative product life 

cycles for low-cost strategies to match the market demand, and changing capabilities of 

Shanzhai vendors. However, it is certainly worth taking a more differentiated look at these key 

factors: Interestingly, the newly proposed ecosystem and industrial transformation is not 

facilitated by any governmental interference in the market. Despite Chen & Wen's  (2016) 

emphasis on the state’s role in legally and financially supporting national champions, setting 

industrial standards and imposing regulations throughout the 2G era, they ignore the continuous 

role of the government in the new 3G and smartphone ecosystem. They take a descriptive 

standpoint of the past instead of a normative perspective on the facilitators’ future role. Further, 

it is unclear whether they assume continuous efficacy of the government’s efforts in the 3G and 

smartphone era.  This in turn challenges the validity and usefulness of Chen & Wen's (2016) 

work for decision-makers and Chinese firms. 

Another argument by Chen & Wen (2016) points out the growing importance of close 

relationships between makers, operators and service platforms or app design houses throughout 

the design process. By scrutinizing the relationships between the three key players, it becomes 

evident that the state-controlled operators steer the market dynamics between the other two 

players, since the Chinese application-driven telecommunication market is determined by the 

operator’s willingness to pre-install apps before selling a device. Consequently, service 

platforms or app design houses cater to the hegemonic power of the three main Chinese 

operators. In contrast, Chen & Wen (2016) argue that rather free market forces or relationships 

are at play through numerous makers or service platforms. By doing this, they neglect to address 

the persistent market orchestration of the government: It appears that the government selects 

market players in the new ICT ecosystem by controlling software application services - service 

which become increasingly important in the market. 
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The authors claim that the state should continue to proactively shape innovation efforts in the 

ICT sector and thereby advance Chinese mobile phone firms’ capabilities. Despite being 

insufficiently addressed in Chen & Wen's (2016) paper, the government  (Gu, Schwag-Serger, 

& Lundvall, 2016; Hong et al., 2012; Zhou, Lazonick, & Sun, 2016) and particularly mobile 

network operators (Zhang & Liang, 2011) are fundamental for defining the ICT innovation 

ecosystem in China and its sub-ecosystems (Lindtner et al., 2015). Network operators should 

pursue this approach by investing in diverse capabilities, programs, platforms as well as 

technologies (Zhang & Liang, 2011) depending on a local firm’s stage of maturity (Zhou et al., 

2016). History of successful Chinese mobile phone brands has also shown that pressure through 

government decisions to innovate has led to indigenous innovation efforts preceding their 

industrial leadership (Jiao et al., 2015; Zhou et al., 2016). During its maturity process, a firm’s 

response to innovate may change (Abernathy & Utterback, 1978). Hence, the authors abstract, 

that the government’s role in the rapidly maturing smartphone era will require new forms of 

government intervention such as a well-functioning patent regime. 

2.2.3 Implications of IPR on Chinese Innovation Ecosystem  

Kang (2015) examined the field of patent applications in China and in how far it reflects growth 

in terms of Chinese R&D capability. The researcher compared the innovation process of 

Huawei and ZTE in China using their patent data. Patents are often regarded as an output of 

R&D and thus allows us to understand how technological innovation is derived from inventions. 

However, Kang (2015) found that conventional patent statistics may not be able to genuinely 

reflect the innovativeness of Chinese firms. Even though ZTE filed a larger number of patents, 

findings show that Huawei is more innovative regarding knowledge accumulation and 

spillovers. Thus, the author concludes that the quantitative number of patents is insufficient to 

comprehend the innovativeness of a firm in a holistic manner. As a result, Kang (2015) suggests 

that various indicators combined with patent statistics will provide a more reliable result when 

measuring innovativeness. Further, the study also shows that there is an insufficient number of 

innovative actors in the industry who can absorb and process the knowledge successfully to 

create economic value. To promote this knowledge absorption, the author point out that the 

government needs to formulate policies which encourage innovators to utilize the existing 

knowledge for their activities (Kang, 2015). 
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Kang (2015) makes a convincing argument that using patent data is insufficient for measuring 

innovation within a firm. In contrast, the authors propose that patents should be regarded as an 

institutional response to secure the innovation output of a company. Hence, not every new idea 

is being patented and it is uncertain whether measuring innovation solely on patent data is an 

appropriate approach. Moreover, Kang's (2015) argument needs to be evaluated in an EE 

context. In China, where both institutional voids and an imperfect legal system are present, not 

all market players desire institutional legitimacy in the form of patents. Under such 

circumstances the authors argue, that the network and social relations, also known as “guanxi”, 

play a significant role. Being constrained by an institutional climate of structured uncertainty, 

especially small companies seek short-term profitability. With the lack of IPR, design can be 

considered open source and thus, it enabled the Shanzhai model of design innovation. 

Another key aspect of the Kang's (2015) argumentation is that policy makers in developing 

countries need to find ways to get access to monopolized knowledge to achieve knowledge-

based economic growth. As more Chinese companies are relying on technology innovation to 

fuel their growth, profitability and global expansion plans, the authors deem it important that 

they adopt a strategy which protects and manages their IPR. Thus, general awareness and 

participation in the global IPR system is a major factor spurring China’s economic growth. As 

a result, the authors strongly argue that filing patents becomes increasingly important for 

Chinese firms when seeking to expand to new markets. The extent to which IPR is considered 

by any firm, however, depends on the operational size and the commercial capacity of the 

company. 

The authors argue that patents do not capture the innovative capabilities of Chinese firms in a 

holistic way (Zhu & Chen, 2012) despite being an indicator of innovation (Griliches, 1990; 

Nagaoka, Motohashi, & Goto, 2010). Numerous authors have examined the sources of 

technological innovation in Chinese industries. Nevertheless, such studies have found that 

Chinese companies are not innovative in terms of new product development and patents (Sun 

& Du, 2010). However, the authors propose that patents will be substantial for Chinese mobile 

phone firms to capture value at the higher ends of the GVC to succeed in new markets. There 

exists evidence that the amount of formally captured innovation in the form of patents is indeed 

growing in China despite a much criticized imperfect legal system (Yueh, 2009).  Thereby the 

Chinese government needs to develop and enforce strong IPR to increase innovation activities, 

knowledge sharing, and economic growth in the long term. 
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2.3 Form and Degree of Firm Relations 

2.3.1 Balancing Coopetition and Openness within the Market 

Rusko (2014) examined the concept of coopetition3 in the smartphone industry and particularly 

the state of strategic networks between smartphone producers and operators. The study focuses 

on the coalitions of platforms and emphasizes the collaboration activities and relationships 

between competing smartphone firms. Rusko (2014) finds that in the smartphone industry 

several collaborative strategic networks and coopetitive features exist confirming the relevance 

of the coopetition concept. The researcher concludes, that cooperation between firms in 

strategic networks is necessary to further develop the communication technology applied in 

smartphones. The study reveals the overlapping and multidimensional character of coopetition 

which affects firms on four levels: contextual multi-faceted coopetition, intra-organizational 

coopetition, reciprocal coopetition and unintentional/tacit coopetition. Based on these findings 

the author argues that firms need to make strategic decisions based on the openness of their 

innovations: Companies need to decide whether to use the same technology as their competitors 

following the open innovations strategy or to adopt a closed innovation strategy by developing 

their distinct platform (Rusko, 2014).  

Rusko (2014) builds a robust argument for the importance of relationships within the mobile 

phone industry which are needed to develop innovative capacities. However, the study merely 

captures the market situation at a static point in time. In a fast-changing environment such as 

the mobile phone industry in China, it is certainly important to validate the findings on a 

continuously revised basis. The authors claim that coopetition networks are agile, in-flux and 

of an ever-changing nature. Furthermore, the authors point out that the study focuses on 

software development. This means that it needs to be examined whether the same dynamics of 

coopetition networks are at work in the hardware development of mobile phones to capture the 

ecosystem in its entirety. Moreover, the dynamics of unintentional/tacit coopetition as one 

facade of coopetition needs to be scrutinized more as it could lead to unforeseen consequences 

for the firm. As such,  Rusko (2014) fails to shed light on the downside of coopetition and 

																																																								
3  The notion of coopetition describes cooperation between competing organizations 

(Brandenburger & Nalebuff, 1996, as in Rusko, 2014). 
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especially the aspect of IPR. Thus, it would be interesting to see whether firms are protective 

about their data and which methods firms in coopetitive networks use to protect their innovation. 

Another aspect which Rusko (2014) missed to address deals with the openness of networks and 

their entry barriers. Specifically, in a highly competitive industry, the authors assume that entry 

barriers for coopetitive networks prevail. This assumption requires further research on the 

openness of the networks and what it takes to participate in them. 

Rusko (2014) formulates a strong argument about the importance of strategic networks between 

competing firms for their combined efforts to create innovative products. Various researchers 

in this field confirm that collaborative networks helped companies to advance their technology 

capability (Chesbrough, 2006; Dittrich & Duysters, 2007) and enabled China’ s private 

companies to gradually climb up the technology ladder, in spite of the lack of a supportive 

institutional environment (Opper & Nee, 2015). Provided these findings, the authors propose 

that a mobile phone firm needs to hold a strategic position within the coopetitive framework 

while simultaneously monitoring the implications of its shared information. An in-depth 

examination of the nature of the networks and their entry barriers would be of interest in order 

to determine a firm’s strategic position. 

2.4 Internal Dynamic Capabilities 

2.4.1 Dynamic Capabilities of Firms  

Tang et al. (2016) explain why many private high technology manufacturing SMEs in China 

survive and thrive in an institutional and political system arrayed against them. In capitalizing 

on the advantages offered by the global fragmentation of production, while also being 

constrained by an institutional climate of structured uncertainty, most Chinese non-state firms 

have chosen a pattern of incremental innovation in their search for competitive advantage. Tang 

et al. (2016) portray that radical innovation is not the only strategy to success in China. The 

concept of rapid imitation and adaptation poses an effective alternative for EEs to close the gap 

with advanced economies. Despite falling outside central government innovation plans and 

engaging in practices unfavorable to nurturing novel product innovation capabilities, SMEs 

possess a sustainable business model based on niche tailoring and rapid product introduction. 

SMEs capitalize on the global fragmentation of production to find niche opportunities for firm 

creation by using standardized components and systems (Tang et al., 2016). 
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In their study, Tang et al. (2016) showed that structured uncertainty derived from the political 

and economic situation challenges the business strategy of Chinese companies in terms of a 

rather short-term sight. Arguably, it is predominantly incremental innovation in the Chinese 

market due to the low incentives for radical innovation given the unsupportive political and 

economic environment. Nevertheless, the authors go beyond this chain of argumentation and 

highlight the particularities of the Chinese market environment, its sheer size hence market 

volume, for being responsible for firms to learn fast: The incremental-innovation approach in 

combination with the rapid product-to-market pressure is only possible due to such unique 

market characteristics in China. In fact, the authors argue that these quickly-gained learnings 

are then effectively incorporated into internationalization 4  strategies when moving into 

developing and emerging markets. Tang et al. (2016) base their argumentation on the 

Institutional Based View and therefore needs to be taken with a grain of salt. Undoubtedly, their 

findings would have been more convincing, if they coupled and thereby strengthened them 

using the Resource Based View. 

The authors approve the argument made by Tang	 et	 al.	 (2016) on the importance of niche 

tailoring, rapid product introduction and utilization of standardized components as a 

competitive advantage for technology SMEs in China. Dynamic capabilities5 can help Chinese 

companies to achieve sustainable competitive advantage through an agile and flexible 

innovation model (Sun	&	Du,	2010;	Williamson,	2016;	Williamson	&	Yin,	2014;	Wilson	&	Doz,	

2011). Various other authors support the standpoint that dynamic capabilities have their roots 

in the characteristics of the local environment (Williamson, 2016; Wilson & Doz, 2011). 

Wilson & Doz (2011) build up on this notion and argue for the adoption of an agile and flexible 

innovation model based on dynamic capabilities. Based on the prevalent theoretical findings, 

the authors contemplate that dynamic capabilities have a strong influence on gaining 

competitive advantage in this dynamic industry. However, it remains to be explored how the 

																																																								
4 Internationalization refers to the process of increasing involvement (Susman, 2007) of mobile 

phone companies in international markets.  
5 Dynamic capabilities refer to the ability that enables a firm “to integrate, build and reconfigure 

internal and external resources to maintain leadership in continually shifting business 

environments” (Teece, 2014, p.329).	
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concept of dynamic capabilities provides Chinese companies the grounds to become 

competitive in the long-run. 

2.4.2 Learning Strategies of Chinese ICT Firms  

Knowledge about state-of-the-art technology feeds into a firm’s innovative capabilities and 

must be updated persistently to ensure a tech firm’s survival in an open innovation environment. 

Zhu & Chen (2012) re-examine March's (1991) organizational exploration and exploitation 

theory and apply it empirically on technological learning and innovation performance in 

Chinese firms. They process their primary data, interviews and questionnaires, by using 

structural equation modeling to test nine hypotheses to find out which organizational factors 

promote innovation performance. Particularly, they examine the relationships between both 

exploitative and explorative learning under open innovation practices to leverage the firm’s 

capabilities. They find that both modes of learning should be pursued in a balanced way to 

maximize their synergy effects on a firm’s innovation performance. On one hand exploiting 

internal and external innovation resources is beneficial in both modes. On the other hand, 

knowledge transfer and integration are only crucial when learning exploitatively. Moreover, a 

firm’s learning strategy, support of management and culture of learning play a role in the case 

of explorative learning. In China, short-term oriented profit-thinking limits firms to pursuing 

an exploitation strategy by building on existing technology. Such behavior must be re-directed 

towards a long-term, explorative learning strategy for them to extract competitive advantage 

through innovative activities. 

Zhu & Chen (2012) propose that both explorative and exploitative learning affect technological 

learning in Chinese firms in a complementary and synergistic way. Firms should balance both 

modes of learning dynamically, focusing mainly on exploration or on exploitation in alternating 

phases of organizational learning. The authors adequately identify the significance of external 

resources to be included in the innovation process. To this extent, the authors share this 

perspective with Zhu & Chen (2012). However, Zhu & Chen's (2012) proposition is 

inconclusive for two reasons.  

First, they lack to explain the nature of such a dynamic equilibrium. Complementary to their 

proposed internal factors, it is to note that a firm’s development stage and product life cycles 

need to be considered. Since they scrutinize technological learning only, it seems justified to 

include these two perspectives. Second, there seems to be no clear evidence on when and to 
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what degree a firm should pursue either an explorative or exploitative learning strategy and 

adjust its resources respectively. This contradicts Zhu & Chen's (2012) argument that firms are 

most innovative when emphasizing both modes simultaneously. In the same line, the authors 

find that Chinese firms must re-balance their innovation efforts towards a more explorative 

learning and riskier approach. Nevertheless, perhaps this imbalance, thus innovative dynamism 

with a heavy weight on exploitative learning in Chinese firms, makes sense given the domestic 

environment. Put differently, Zhu & Chen (2012) measure innovation performance by including 

indicators of new products, patents or revenue. This measurement, however, seems 

questionable in the Chinese context given China’s path dependency based on copying low-

margin products in a lightly regulated environment. Thus, Chinese firms’ low innovation 

performance score may not stem from their pursuit of exploitative learning but rather an 

inadequate measurement of innovation performance. For example, Chinese mobile phone firms 

may innovate on a rather cost, application or service-oriented innovation level. Concluding, the 

authors do not support the argument that Chinese firms must augment their explorative learning 

efforts. 

The majority of literature shares Zhu & Chen's (2012) assertion that a fast changing and highly 

competitive technology market requires collaborative and continuous innovation activities with 

external partners to innovate successfully (Atuahene-Gima & Murray, 2007; Bigliardi, Dormio, 

& Galati, 2012; Chiang & Hung, 2010; Jansen, Van Den Bosch, & Volberda, 2006). 

Exploratory and exploitative learning strategies should be pursued interchangeably and 

adjusted according to their social ties with partners: Social relations through informal 

coordination are crucial for both learning strategies (Atuahene-Gima & Murray, 2007; Bigliardi 

et al., 2012; Opper & Nee, 2015). For example, Chiang & Hung (2010) find that exploratory 

knowledge on technology and customers from outside the firm spurs a stronger innovation 

performance than exploitative knowledge. Most importantly, the degree of such external 

relations seems to play a role and the learning approach should be chosen accordingly: 

Exploratory, radical innovations through weak ties to stakeholders bring significant commercial 

success in a dynamic environment. Exploitative, incremental innovations through strong social 

ties to partners, however, provide a mere stable financial performance (Atuahene-Gima & 

Murray, 2007; Bigliardi et al., 2012; Jansen et al., 2006). Therefore, the authors do not support 

the argument that firms must augment their explorative learning efforts only to advance, but 

take a rather balanced approach to advance in the ecosystem. 



 

	

20 

2.5 Innovation Performance 

2.5.1 Sources of Innovation Pace  

Chinese firms are challenged in their capability to extract value from new product development 

due to the idiosyncratic institutional framework and market dynamism. Sheng, Zhou, & 

Lessassy (2013) examine how the effects of new product development speed and technological 

radicalness affect firm performance, depending on the Chinese institutional frameworks and 

market environment i.e. the effects of the Chinese legal inadequacy, dysfunctional competitive 

mechanisms, and uncertainty of market demand and growth. The authors test five hypotheses 

to evaluate these effects by using moderated regression analysis consisting of seven latent 

constructs and three control variables. They argue that radical innovative activities should be 

encouraged when dysfunctional competition is high. Further, they argue that accelerated 

development and commercialization of products prevents firms from experiencing imitation. 

Particularly firms in EEs are subject to such high market and demand uncertainty. In fact, these 

latter circumstances urge firms to innovate both radically and quickly, especially in the fast-

evolving Chinese mobile phone industry. Moreover, radical technological innovation only 

improves firm performance if both an evident market growth potential and an adequate legal 

system i.e. protection of IPR allows it to do so. Firm performance is further enhanced by 

dysfunctional competitive mechanisms such as product piracy or counterfeiting: rapid new 

product development leaves no time for competitors to implement such dysfunctional actions. 

Undoubtedly, a firm’s external environment influences its performance and underlying 

innovation activities. Whereas Sheng et al. (2013) clearly weigh external constructs and their 

capability to steer a firm’s performance, their analysis seems imbalanced thus insufficient to 

explain a firm’s success from a holistic perspective. In fact, firm-internal capabilities in terms 

of human capital and physical assets are indispensable to develop new products under tense 

market conditions. Therefore, Sheng's et al., (2013) one-sided analysis needs additional 

substance in regards to firm-internal resources. 

Further, there seems to be a mismatch between the decomposition of technological radicalness 

and its effect on firm performance which further erodes the finding’s validity. In the 

construction process of the latent variable technological radicalness, Sheng et al. (2013) seem 

to have been misguided by the explanatory, rather outdated approach used by earlier authors to 

describe the phenomenon within innovative firms from a sole product technology-related 
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perspective. An exploratory, contemporary approach matching the rapidly changing Chinese 

technology market would have guided the authors towards taking a more incremental 

innovation and business model-centered approach to construct hence explain effects on firm 

performance. Evidently, business models are more difficult to copy than products. 

Consequently, Sheng's et al. (2013) finding that dysfunctional competition propels product 

development and thereby enhances firm performance could be suspended: Business model 

imitation requires more complex inputs as opposed to merely time-based product innovation 

competition. 

The authors challenge the imbalanced work which use almost exclusively firm external 

conditions to explain new product development speed and technological radicalness impacting 

firm performance. Other academic work mainly mention firm-internal factors such as cost and 

quality (Kessler & Chakrabarti, 1996), internal resource constraints (L. Wu, Liu, & Zhang, 

2017) or organizational and team structures (Eisenhardt & Tabrizi, 1995; Jin & Von Zedtwitz, 

2008; Kessler & Chakrabarti, 1999) as key determinants of a firm’s capability to innovate 

radically and fast and thereby increase firm performance. This means, that Sheng et al. (2013) 

are well advised to apply more firm-internal factors to examine factors influencing new product 

development speed and technological radicalness in Chinese technology firms. 

2.5.2 The Emergence of Business Model Innovation  

A favorable environment for disruptive innovation is not enough to consider when scrutinizing 

the origins of disruptive innovation to capture value in China. Wan, Williamson, & Yin (2015) 

shed light on the mechanisms behind a firm’s assessment to incorporate disruptive innovation 

processes, namely their goals and design. To do this, the authors build an inductive theory based 

on case studies on Chinese electronics firms applying novel R&D and production approaches 

to stimulate disruptive innovation. These firms arguably implement industrialization and 

parallelization, product development modularity and rapid decision-making within R&D 

processes to enable disruptive innovative activities. While acknowledging that innovation is 

retrieved from imitation of both technology and functionality, the authors find that these firms 

interchangeably use cost, application and business model innovation [BMI] opportunities to 

extract the most value from the market. Capitalizing on idiosyncratic cost advantages positions 

Chinese firms at the forefront of disruptive innovation and challenges international incumbents’ 

conventional business models. This activity is best attributed to Chinese entrepreneurs who 



 

	

22 

excel at re-engineering established R&D processes and thereby play a significant role 

anteceding disruptive innovation. 

Wan's et al. (2015) apt distinction between operational innovation types such as business model, 

cost and application innovation offers a valid explanation for Chinese mobile phone brands’ 

commercial success. Shifting the focus from merely considering technological advances as 

being of disruptive nature to more differentiated types of innovation attributed as disruptive 

seems inevitable when attempting to explain local brands’ recent market success. Wan et al. 

(2015) not only depict Huawei as a disruptor via industrializing its R&D processes but also 

grant Tianyu Longtong and Jinli Group – two successful OEMs producing Shanzhai phones – 

a disruptive character originated by their modularization of product development processes 

resulting in cost innovation. Obviously, market success of these Shanzhai companies does not 

stem from their technological innovation efforts. Thus, novel approaches to business operations 

substantiate the findings in assessing Chinese mobile phone companies’ heritage. 

Furthermore, in line with Wan's et al. (2015) argument, the authors deem that R&D processes 

targeted towards the cost-conscious Chinese mass market, which is dominated by a growing 

middle class flocking to urban areas, attempt to explain disruptive BMI of Chinese mobile 

phone companies. In fact, since Huawei initially targeted rural customers, the socio-economic 

developments of urbanization and a growing middle class now strengthens the argument for a 

growing number of local brand customers also in urban areas. Overall, the technology barrier 

to enter the mobile phone market is rather low, hence the Chinese industrial ecosystem provides 

a fruitful base to experiment with new operational business models linked to cost and 

application innovation. On one hand these circumstances benefit local firms, and on the other 

hand constrain international incumbents, which are less flexible to adapt their operations due 

to their ties to an international business strategy of the firm. 

Particularly in the Chinese mobile phone ecosystem, firms perform local BMI successfully to 

capture maximum value of the price-sensitive mobile phone mass market (Bengtsson & Wang, 

2016; Jin-Li et al., 2011; X. Wu, Ma, & Shi, 2010). Wan et al. (2015) extend Markides' (2006) 

typification of firms’ innovative activities with a focus on the rapid development of the Chinese 

electronics ecosystem. This extension seems necessary as both customization and cost-

efficiency of new mobile phones embrace innovation in their overall development process 

(Bengtsson & Wang, 2016; X. Wu et al., 2010). Coupling such distinct innovation types with 
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Adner & Kapoor's (2011) extension of Christensen's (1992) technology S-curve model then 

helps to explain the high pace of substitution in the Chinese mobile phone ecosystem: the new 

ecosystem (tied to BMI) emergence challenge in China is low and the old ecosystem 

(technological innovation) extension opportunity is similarly low since technology is equally 

accessible for all market players (Bengtsson & Wang, 2016; Sun & Grimes, 2016). As a result, 

the authors find the most rapid pace for innovation substitution applies in the Chinese 

ecosystem using Adner & Kapoor's (2011) framework when contrasting BMI and technological 

innovation. 

2.6 Capabilities for Market Expansion 

2.6.1 Chinese GVC Drivers in the Future 

In the light of slow radical technological innovation, Chinese ICT firms’ ability to climb up the 

GVC and the factors influencing this progress consist a black box amongst political circles. Sun 

& Grimes (2016) explore these firms’ participation in the GVC and the extent to which they 

are moving up this chain despite persistently occupying its lower reaches. The authors primarily 

exploit a published dataset from the China Customs Trade data base and pair this data with 

interviews with international ICT companies operating in China. The authors conceptualize the 

ICT GVC into groupings of own brand manufacturers, component manufacturers and electronic 

manufacturers/original design manufacturers which illustrates the growing blurred lines 

between these participants. Accelerated through the industry’s increasing complexity within its 

product development processes, the boundaries of such conceptualization constructs vanishes. 

Chinese firms participate in the ICT GVC not only through growing outsourcing or offshoring 

of manufacturing processes (such as assembly and testing) but also through product 

modularization and globalization of such processes to create better customer service. In 

contrast, the industry’s continuous dependency on superior foreign technology and the lack of 

IPR protection hinder Chinese firms to move up the GVC. 

The authors deem Sun & Grimes' (2016) assertion on the facilitating and impeding factors for 

ICT companies to ascend the GVC as fragmented. Remarkably, the authors find the dependency 

on foreign technology components as one of the main impediments to climb up the GVC. 

Having in mind that the upper reaches of the ICT GVC are also occupied by services and 

marketing, it seems plausible that Chinese firms may catch up in these two areas first before 

advancing in R&D. More specifically, the authors’ argumentation and conceptualization of the 



 

	

24 

ICT GVC seems somewhat flawed. First, the authors’ narrow view of radical innovation in 

China as being solely of technological nature, limits them in clearly categorizing China’s 

innovation trajectory and ability: They claim that the domestic firms’ role within the GVC gain 

in sophistication and that they master technology well by providing superior features. This 

seems to contradict the authors’ own proposition that technology innovation in the country lags 

behind and is only of incremental nature exemplified with the case of Huawei. Second, the 

authors incorporate this limited view in their conceptualization of the ICT GVC, which does 

not permit one to evaluate on industry dynamics because some GVC participants are difficult 

to categorize exclusively into one grouping. Despite the authors’ acknowledgement of the 

growing impact of smartphones, the application-driven market and services on the ICT GVC 

conceptualization, they neglect to incorporate these aspects into their analysis. Hence, due to 

this innovation shift from product development towards service-oriented business models the 

authors claim that Sun & Grimes (2016) should have included other types of innovation or 

layers of analysis in their assessment of the GVC to account for the blurred lines between the 

groupings. 

The authors agree with Sun & Grimes (2016) that Chinese mobile phone firms are continuously 

challenged to reach the upper levels of the ICT GVC due to a lack of indigenous technological 

advancements (Cooke, 2013; Hong et al., 2012; Mudambi, 2008). Hong et al. (2012) 

acknowledge that earlier twin policies on promoting exports and localizing production pushed 

hardware supply chain activities towards its lower end. Innovative dynamism, however, stems 

now from this expertise within the lower boundaries (Cooke, 2013; Hong et al., 2012). The 

changing nature of complex activities and hardware becoming commodified when 

manufacturing smartphones, requires increasing attention towards customer service, 

managerial and technological sophistication within a globally dispersed supplier network 

(Chesbrough, 2011; Mudambi, 2008). Such global smartphone innovation networks, instead of 

merely production networks, are increasingly spearheaded by Chinese mobile phone brands 

(Cooke, 2013; Hong et al., 2012). These networks are characterized by non-linear, radical and 

agile ways of handling global technology advancement which is key to a company’s survival 

in markets increasingly ruled by customers’ needs (Cooke, 2013; Denning, 2013). Leveraging 

such knowledge-based innovation networks with growing domestic demand (Hong et al., 2012) 

and software or content application orientation (Mudambi, 2008) may assist firms to capture 

value at the higher ends of the GVC in the future. 
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2.6.2 Learning in Domestic Market to Advance Globally  

Sun, Chen, & Pleggenkuhle-Miles (2010) use an inductive multi-case study approach to 

determine how Chinese mobile phone companies can move up the GVC. The authors locate the 

companies’ position within the GVC and state how they should adapt their business strategy to 

improve their current location. By basing their argument on the GVC theory by Gereffi, 

Humphrey, & Sturgeon (2005), the authors advise that Chinese mobile phone companies may 

reconfigure their position in the chain through decoupling from developed economies partners. 

Additionally, the authors introduce the smiling curve by (Mudambi, 2008) which explains how 

developed economies multinational enterprises control GVCs by concentrating on R&D and 

marketing while outsourcing lower-end activities to EEs. Sun et al. (2010) find that the rise in 

consumer demand for mobile phones leads to new business opportunities, whereas high entry 

costs made it difficult in the past to enter the market i.e. the GVC. Arguably, business strategy 

based on cost leadership is insufficient today. More importantly, innovative products that 

satisfy local customer demand are needed. Furthermore, the authors assert that EEs can build 

up innovation capabilities through learning and interacting in domestic rather than international 

markets and should focus on R&D instead of original equipment manufacturing to move up the 

GVC. By innovating in-house, so the authors, Chinese mobile phone companies will be able to 

improve their competitive position within the GVC.  

Sun et al. (2010) attribute certain strategies which Chinese mobile phone companies need to 

follow to climb up the GVC. They found that EE firms are likely to lose their innovation 

capabilities in the long run by only focusing on an OEM/ODM [original design manufacturer] 

strategy in GVCs. By that, they compellingly identify the importance for Chinese mobile phone 

companies to invest in R&D. Further, Sun et al. (2010) unveiled that the more communication 

a mobile phone firm establishes with the lead user, the more likely they can gain innovation 

capabilities from rapid product development. By embracing the rapid dynamism of the mobile 

phone industry, it would be interesting to identify to which extent lead users play a role in the 

market development since the study was published in 2010 and therefore requires revision. 

Remarkably, Sun et al. (2010) find that EE firms are more likely to gain innovation capabilities 

from sticky information from their domestic markets rather than from the OEM/ODM strategies 

in GVCs. Consequently, they suggest firms to invest in higher-end activities, R&D in particular, 

to obtain local market information. However, the authors argue that it is debatable if only R&D 
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focused innovation strategies lead to success in the Chinese innovation system. Other ways to 

innovate would also require academic attention. 

Overall, the findings of Sun et al. (2010) imply that companies need to have a strong local 

market position before moving into other markets. However, the authors challenge the 

statement that moving up the GVC is perceived as a positive trajectory. Moving into higher VC 

activities challenges a firm’s business models, financial and knowledge resources. The authors 

suspect that moving up the GVC may not be desired by all Chinese OEM/ODM companies 

having in mind their exposure to global competition. 

In line with Sun et al. (2010) other authors (Fan, 2010; Williamson & Yin, 2014) emphasize 

the importance of local learning for Chinese mobile phone companies. As such, collecting user 

feedback to design collective improvements becomes more important (Shih et al., 2014; 

Williamson & Yin, 2014). Furthermore, building key technologies to reach higher development 

stages (Fan, 2010) grows in significance. Correspondingly, several authors argue for the 

growing significance of R&D capabilities for the Chinese innovation system (Jin & Von 

Zedtwitz, 2008; Von Zedtwitz, 2004; Yip & McKern, 2014). R&D laboratories in China are 

not only useful vehicles for local market development but also increasingly the source of locally 

developed technology (Jin & Von Zedtwitz, 2008).  The authors propose that China should use 

its learnings from the domestic market, advance their products and apply the locally gained 

knowledge to new markets. This unique advantage coupled with investments in R&D seem 

relevant for firms which have ambitions to reach higher levels of the GVC and grow their 

business. 
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3 Theoretical Framework  

Having established the body of existing literature on the subject, the aim of this chapter is to 

extract the previously gained insights into forming a theoretical framework. This will enable 

the authors to eventually compare the theoretical knowledge with the empirical findings on the 

subject to extract new insights. 

The theoretical framework exists of several categories in the literature, which explain the 

ecosystem in which Chinese mobile phone firms and their suppliers operate in. Taken together, 

the overall theoretical model emerged as illustrated in Figure 2. 

3.1 Market Restructuring 

To begin with, the overall mobile phone market restructuring affects firms within the entire 

global industry. Increased digitization of phones leads to a layered modular architecture of 

products. This architecture implies that firms may compete and cooperate simultaneously on 

different product layers. For example, firms can compete on a hardware level while 

simultaneously cooperating on an application level by sourcing applications from each other. 

This means, that firms in the industry need to foster firm-external relationships i.e. hardware 

relate with software firms while linking knowledge across product layers within the firm. Most 

importantly, the layered modular architecture of products leads to lower market entry barriers 

within the broader industry in which both hardware and software firms coexist. The market for 

mobile phone firms therefore expands and is of a more inclusive nature. Overall, product 

modularity has led to the phenomenon of Shanzhai phones, which based its competitive 

platform mainly on hardware. However, the gradual decline of Shanzhai phones progresses as 

commoditization of hardware and software-based competition is on the rise. Put differently, the 

layered modular architecture of digitized products gives rise to competition across layers 

pushing firms which merely compete on a hardware-basis out of the market. Using both 

software and hardware innovation is crucial to remain competitive. 

3.2 Government Influence 

The government actively influences and shapes the ICT ecosystem through its implemented 

policies and close relations it fosters with firms. Numerous authors find that government 

policies promote technology innovation within mobile phone SME’s and MNC’s. Moreover, 
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fostering a good relationship with the government was found to spur both incremental and 

radical innovation in these firms. For example, the government should provide firms with either 

financial benefits such as credit and tax reliefs or non-financial benefits like educational 

programs or platforms. However, as firms mature in the industry, they change their response to 

innovative ideas. In consequence, the government should adjust its supportive interventions 

along the firms’ development stage: stricter legal enforcement and government effectiveness 

are needed over time and are conducive for technological innovation. Similarly, it appears as if 

Chinese firms are not innovative when innovation is only captured through patents on 

technology itself. Patents, however, will be important for firms who seek to climb up the GVC 

and expand internationally. Within the domestic market, in contrast, the legal system is still 

imperfect but should be improved through the government’s efforts to enforce the protection of 

IPR. 

3.3 Form and Degree of Firm Relations 

Within the innovation ecosystem, it becomes evident from a theoretical standpoint that 

collaborative networks help companies to advance technologically. The authors argue that 

coopetition for product development with other industry players is key for a firm to hold a 

strategic position in the market. Evaluating if a relationship should be cooperative, competitive 

or coopetitive lies at the core of advancing in the mobile phone industry. However, it is to note 

that closely monitoring the implications of shared information and thereby balancing one’s 

openness remains crucial when operating in a coopetitive network.   

3.4 Internal Dynamic Capabilities 

Another category within the firm environment are dynamic capabilities which can help Chinese 

companies to achieve sustainable competitive advantage through an agile and flexible 

innovation model. With the aim of developing a sustainable competitive advantage, firms need 

to tailor and introduce new products in a rapid manner while using standardized components in 

a changing business environment. Being able to show such an agile and flexible behavior to 

bring a product onto the market is highly important for a firm. 

Furthermore, firms seek to advance in terms of technological learning and innovation 

performance. To do this, they need to adjust their exploratory and exploitative learning strategy 

for innovation flexibly according to the degree of social ties with external partners. Innovation 
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performance, as opposed to merely commercial performance, however is more likely to occur 

through an exploratory learning strategy. 

3.5 Innovation Performance 

Technological radicalness of an innovation, namely radical or incremental innovation, and their 

individual performance is widely discussed in the literature. The authors argue, that this 

radicalness is mainly defined by firm-internal factors which act as facilitators for rapid 

innovation performance. For example, such firm-internal factors are cost structure, product 

quality, resources and organizational structures. As firms seek to improve their performance, 

new products need to be developed rapidly and need to include technologically radical features.  

One can explain the rapid pace of such radical innovation substitution of new products from a 

theoretical standpoint as follows: The firms need to be able to include both customization and 

cost-efficiency of new mobile phones in their development process through implementing new 

business models. These new business models are not based on hardware, as hardware is now 

equally accessible for all market players. This means, that pairing the ability of firms to 

introduce new, emerging business models indicates a low emergence challenge of a new radical 

innovation. Simultaneously, a low extension opportunity of old technological innovation within 

the industry exists due to the wide availability of hardware components. Taken together, this 

process theoretically explains the rapid pace of radical innovation substitution in the ecosystem.  

3.6 Capabilities for Market Expansion 

Firms, which spearhead the global innovation networks in the future need to advance in a non-

linear, radical way to improve their used technology. Chinese firms increasingly succeed to 

take a leading part in these networks, and thereby distant themselves from partaking in only a 

production network. Growing knowledge exchange, leveraging domestic demand and 

increasing software application focus of the industry help Chinese mobile phone firms to 

capture value at the higher ends of the GVC and thereby expand to untapped markets. Overall, 

literature advocates that radical innovation is needed for an industry to graduate from 

participating in a production network to an innovation network. 

Evidently, new business models streamed into the mobile phone market and replaced a market 

in which hardware served as the main source of competition. With China’s expertise in 
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hardware components coupled with the new software focus gave rise to a new channel to 

advance within the industry’s GVC. This technology market dynamism builds a unique way for 

China from imitation to innovation. Chinese firms should use its learnings from the domestic 

market, advance their products and apply the locally gained knowledge to new markets. This 

unique advantage and R&D investments are significant for firms which have ambitions to 

achieve higher reaches of the GVC and grow their business. 

3.7 Theoretical Model 

Figure 2 illustrates the theoretical model as elaborated above. Both the market restructuring and 

government initiatives influence the firms’ innovation ecosystem. It is key for Chinese mobile 

phone firms and their suppliers to navigate in this ecosystem to advance in the market. 

The market restructuring is an underlying development of the entire industry: the layered 

modular architecture of products leads to lower market entry barriers within the industry in 

which both hardware and increasingly software firms coexist. 

The government can influence Chinese mobile phone industry through targeted policy 

interventions and controls the necessity of patents when firms operate in the domestic and 

international markets.  

It should adjust its supportive interventions along the firms’ development stages. In short, as 

the mobile phone industry matures, stricter legal enforcement and government effectiveness are 

needed to enhance technological innovation. The use of patents gradually increases for firms 

due to their growing internationalization ambitions. 

Firms need to navigate through the ecosystem by innovating radically, however new literature 

streams find evidence that incremental innovation plays a growing role on innovation 

performance as well. To perform successfully, firms need to evaluate if a relationship should 

be cooperative, competitive or coopetitive. Coopetition is found to create the most value, in 

which a firm needs to closely monitor the implications of its shared information, namely its 

openness. Besides, firm-internal dynamic capabilities help the firm to achieve sustainable 

competitive advantage through an agile and flexible innovation model: firms need to tailor and 

introduce new products in a rapid manner while using standardized components in a changing 

business environment. The form of relationship and internal dynamic capabilities affect a firm’s 

innovation performance. Once a firm shows its innovation performance by navigating through 

the ecosystem, it will have the capability to expand into new, foreign markets. Using 
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domestically acquired knowledge of the Chinese market helps local firms to succeed in their 

efforts to expand internationally. 

 

Figure 2: Theoretical Model of the Innovation Ecosystem of the Chinese Mobile Phone Industry 

 
Source: Authors’ own illustration  
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4 Methodology 

In this chapter, the authors describe the research design, philosophy as well as the chosen 

research techniques. The procedures are outlined in detail including the data collection process 

and interview design. Furthermore, background information about the case companies, the 

immersion experience in Shenzhen and the Shanzhai phenomenon are presented. This is 

followed by a brief overview of the mobile phone industry in China. The chapter concludes by 

outlining how the interviews were conducted and the data analyzed. Evident limitations of the 

methodology are mentioned at the end of this chapter. 

4.1 Research Design 

To build a strong theoretical understanding around agile innovation in Chinese mobile phone 

companies, the methodology of this study serves as the foundation of the research process. 

Methodology is described as “a way of thinking about and studying social phenomena” (Corbin 

& Strauss, 1998, p.2) and relies on the process of knowledge creation. The resulting methods 

used in this study describe the techniques and procedures for gathering and analysing data. 

Figure 3: Research Onion 

 
Source: Saunders et al. (2009) 
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Analysing data of a research process can be compared to peeling an onion. To guide the reader 

throughout the methodology chapter, the authors use the research onion (see Figure 3) as 

described by Saunders et al. (2009). The onion contains of six layers illustrating the research 

philosophy, the research choice, strategies, the approach, time horizon and at the core the 

process of data collection and analysis. 

4.2 Philosophy 

Knowledge creation is deeply rooted in the process of research and based on the researcher’s 

philosophical belief. Saunders et al. (2009) suggest that the chosen research philosophy 

contains meaningful assumptions and derive from the researcher’s view on the world. The 

theoretical foundation of the author’s work derives from a pragmatist approach and utilizes the 

Grounded Theory [GT] based on Corbin & Strauss (1998). Characterizing for pragmatism has 

its role in finding practical consequences by creating knowledge through action, interaction and 

self-reflection (Saunders et al., 2009).  

Additionally, the choice to apply pragmatism is influenced by the nature of the research 

question. Pragmatism argues that the most important determinant of epistemology, ontology 

and axiology is found in the research question (Saunders et al., 2009). The researcher’s view 

regarding what constitutes acceptable knowledge, also known as epistemology, can provide 

acceptable knowledge dependent upon the research question. Thus, pragmatism focuses on 

practical applied research by integrating different perspectives to help interpret the data. In 

terms of axiology, which focuses on the researcher’s view of the role of values in research, 

pragmatism finds that values play a large role in interpreting results, the researcher adopting 

both objective and subjective points of view (Saunders et al., 2009). 

Pragmatism allows the researcher to work within both positivist and interpretivist positions and 

applies a practical approach, integrating different perspectives to help collect and interpret data. 

For the authors’ work this plays an important role as the philosophy fits to the chosen 

interdisciplinary research design and substantiates Corbin & Strauss' (1998) GT. Ultimately, 

pragmatism, similar to GT, shares the emphasis on the development of concepts and theories. 
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4.3 Approach 

Saunders et al. (2009) distinguish between two research approaches: an inductive and a 

deductive approach. The deductive approach describes the development of theories, hypothesis 

and a research strategy prior to the data collection. With induction, the study is based on the 

principle to develop a theory.  

In literature, GT is often referred to as primarily inductive by systematically building theory 

around the collected data.  On the one hand, GT has its roots in induction as research findings 

derive from the data. On the other hand, deductive elements found in GT as researchers usually 

do not engage in the research process with a blank mind. In this regard, Corbin & Strauss (1998) 

argue that interpretations can be described as deductions or researcher's abstraction of what the 

data indicates. In other words, this means that concepts and the linking statements are 

interpretative and constructed by the analysis of data. Respectively, Corbin & Strauss (1998) 

have recognized the importance of both approaches in GT and advocate for an “interplay 

between induction and deduction” (Corbin & Strauss, 1998, p.137). Similarly Reichertz (2007) 

argues that GT is not simply inductive. This would merely lead to a re-casting of the data "on 

a more abstract level" (Reichertz, 2007, p.223) 

For the Straussian iteration of the GT a third approach, i.e. the approach of abduction is essential. 

The importance of abduction for GT has been emphasized by several authors (Coffey & 

Atkinson, 1996; Reichertz, 2007b). Abduction can be defined as "a type of reasoning that 

begins by examining data and after scrutiny of these data, entertains all possible explanations 

for the observed data, and then forms hypotheses to confirm or disconfirm until the researcher 

arrives at the most plausible interpretation of the observed data" (Charmaz, 2006, p.188 in 

Bryant et al., 2009). As a result, the authors acknowledge the existence of all three research 

approaches, i.e. deduction, induction and abduction, and hence adopt reasoning in the analysis. 

4.4 Strategy 

This subchapter firstly describes the classification of research purpose and then focus on the 

choice of research strategies: the GT, the literature review, and the case study approach. 

The author’s study can be classified as an exploratory study. Based on Saunders et al. (2009), 

an exploratory study is particularly useful when clarifying one’s understanding of a problem, 
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derived by insecurity of the precise nature of the problem. As such, an exploratory study is a 

valuable means of finding out “what is happening; to seek new insights; to ask questions and 

to assess phenomena in a new light” (Robson, 2002, p.59 in Saunders et al., 2009). Conducting 

exploratory research involves changing direction due to new data or insights. An advantage 

for the authors’ research is that the exploratory approach is flexible and adaptable to 

change. As the purpose of this thesis is to explore the concept of agile innovation, a currently 

understudied phenomenon, it is valuable to engage in an exploratory approach.  

In line with the research question and philosophy, a synthesis of GT, case study research and 

literature review serves as the research strategy. As elaborated above, pragmatism is the 

underlying research philosophy and plays an integral part in the research strategy. In this study, 

the data collection, organization and analysis will be approached by the GT based on Corbin & 

Strauss (1998). The structure of the argumentation, however, will follow the case study 

approach as described by Yin (2003). The following section elaborates on the researchers’ 

choice towards the research strategy: the GT, the literature review and the case study approach. 

Part A: Grounded Theory 

GT describes a specific methodology developed by Glaser & Strauss (1967) for the purpose of 

building theory from data. According to literature, GT is especially helpful for research to 

predict and explain behaviour, the emphasis being on developing and building theory (Saunders 

et al., 2009) . Moreover, GT poses questions oriented towards processes (Glaser & Strauss, 

1967b) and is suited to deal with new emerging research topics. Consequently, GT appears to 

be an apt approach to build a process model around the novel concept of agile innovation 

ecosystem in the Chinese mobile phone industry. 

The research principle behind GT lies on abductive reasoning, which suggests that data 

sampling, analysis and theory development are interlinked steps that need to be repeated until 

an emerging theory about the research phenomenon is found. GT begins with the research 

question and the data collection starts without the formation of an initial theoretical 

framework (Saunders et al., 2009). Further, the collection of qualitative data and categories, 

codes and coding are meaningful elements of GT. In this study, data was collected, reviewed 

and this process repeated until concepts or elements became apparent. Based on Corbin & 

Strauss (1998), the authors used continuous coding and a comparative analysis of interview 
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notes in form of memos to establish meaning and understanding about the research phenomenon 

and to construct a suitable empirical framework. 

In a next step, the extracted data was tagged with codes which were formed into groups and 

categories serving as the basis for a new theory. In GT, the data collection process is finished, 

when no new data change the emerging theory anymore. Comparing to traditional approaches 

of data collection, GT does not verify or falsify an existing theoretical framework within the 

study. Derived from the constant comparison and questioning of data from the start of the 

process, GT allowed the authors to create an analysis tool with an increased likelihood of 

empirical validity.  

Part B: Literature Review 

In GT, the process of data collection starts without the formation of an initial theoretical 

framework (Saunders et al., 2009). Therefore, the first part of the research strategy of this study 

lies in an extensive literature review about the topic of agile innovation in Chinese mobile phone 

companies. 

Corbin & Strauss (1998) acknowledge the importance of reviewing literature before 

commencing the fieldwork. They believe, that literature helps the author to derive questions 

that can be used within the fieldwork. However, Corbin & Strauss (1998) also argue for 

theoretical sensitivity. As such, previous literature and theories should not constrain or paralyze 

researchers before engaging in their own investigation. Correspondingly, researchers should 

use the theory but the theory should not solely define the direction of research. Also, Goulding 

(1998) suggests, that without grounding in existing knowledge, pattern recognition would be 

limited to the obvious and superficial. This resonates with Eisenhardt (1989), who suggests that 

prior research of constructs in existing literature can help to shape theory-building research.  

Generally, comparing the theoretical aspects with the empirical world is regarded as a 

fundamental feature of theory-building as it strengthens the internal validity, generalizability, 

and conceptual level of the theory. Especially in the context of this research this is relevant as 

the findings are based on a limited number of case studies. Respectively, the authors reviewed 

related literature to form a comprehensive literature review. In this study, the literature review 

is used to develop a theoretical framework that can be compared to the empirical evidence. 
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Part C: Case Study  

Case study research is a strategy for the researcher to investigate a contemporary phenomenon 

in real life context by using multiple sources of evidence. Robson (2002) in Saunders et al. 

(2009) suggests that a case study strategy is particular suitable in exploratory research.  Similar 

to GT, a case study as a research method is suitable, when the researcher aims to gain a rich 

understanding of the context of the study and the processes being enacted (Saunders et al., 

2009). Furthermore, the method is thought to be particularly useful when answering the “why” 

and “how” of a specific context (Eisenhardt, 1989) , for example concerning the emerging 

process of real-life phenomena (Yin, 2003). Lastly, studies with multiple cases are powerful 

vehicles to create theory because they permit replication and extension among individual cases. 

Consequently, a multiple case study approach serves as an appropriate strategy as this study 

aims to a) gain deep understanding of the agile innovation ecosystem of the Chinese mobile 

phone industry; b) be of exploratory nature; and c) generate theory. The authors have chosen a 

holistic multiple case study design based on Yin (2003) because multiple cases allow for cross-

case analysis and thereby provide a strong foundation for theory-building (Eisenhardt, 1989). 

The authors chose to combine the use of GT and multiple case studies due to the theoretical fit 

to collect the most appropriate research data. Case studies are being criticized in their analysis 

regarding the vast amount of qualitative data without the existence of a standard analysis 

approach. With the combined use of the GT, a systemic procedure is guaranteed as GT 

effectively closes this gap. 

4.5 Research Choice 

The authors’ research choice fell on a multiple methods approach. Adopting this approach as 

outlined by Saunders et al. (2009), this research choice entails the distinction between a multi-

method and mixed-methods approach depending on the data collection and procedures a 

researcher follows. The authors follow the multi-method approach and thereby restrict 

themselves to a qualitative world view. By following this approach, the researchers further 

decide to collect non-numerical data and conduct qualitative data analysis procedures. This 

multi-method qualitative study allows the authors to account for triangulation. This 

triangulation is applied through not only using existing literature but also relying on observation 
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during the in-depth interviews aiming to corroborate the authors’ findings. By doing this, the 

validity of the latent constructs was tested. 

4.6 Time Horizon 

The authors intend to find out how the Chinese mobile phone industry makes use of an agile 

innovation ecosystem to expand to new markets. By doing so, the authors decide to study the 

current dynamics at a certain point in time. Thus, a cross-sectional study appears most suitable 

to study this ecosystem at one specific point in time as opposed to a longitudinal study, which 

would study its change or development over time (Saunders et al., 2009). 

4.7 Research Techniques and Procedures 

This subchapter describes the authors’ chosen techniques and procedures to collect and analyse 

the qualitative data. In this step, the authors outline the process of selecting interview partners 

and briefly introduce their company profiles and industry context. 

4.7.1 Selection of Interviews 

The purpose of the authors’ efforts to gather data in Shenzhen’s mobile phone industry was 

driven by the fact that the authors aimed to maximize the likelihood to encounter the properties 

of the concept of agile innovation. Obtaining data through such theoretical sampling aimed at 

developing theory further (Corbin & Strauss, 2012).  Thus, the authors conducted a two-step 

approach to examine the topic of interest as described in the following section. 

In general, the pilot and final interviewees were selected and contacted through two channels: 

a) personal referral within of the authors’ own network to contacts of second and third degree, 

and b) social media such as Tencent’s WeChat, Facebook and LinkedIn. In a), the so-called 

snowball sampling method (Corbin & Strauss, 2012) was applied in the case of SZOIL and 

Artop Inno: Swissnex China’s contact referred us to SZOIL, which then directed us towards 

interviewing Artop Inno. Snowball sampling depends on the referral of one case to the next, 

whereas the danger of a homogenous population appears (Saunders et al., 2009). However, due 

to the difficulty to break into the industry as a researcher, this method was deemed as the most 

appropriate to examine the agile innovation ecosystem of the industry. This snowball sampling 

method has been applied earlier by further researchers in the field. 
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An overview of all interview partners for both pilot and final interviews can be seen in Table 4 

in Appendix C. All interviewees received a research proposal before the interview to grasp the 

scope of the subject. 

4.7.2 Case Companies 

OnePlus 

Founded in 2013 as a start-up, the Chinese smartphone designer and manufacturer OnePlus 

operates independently yet belonging to OPPO Electronics which is part of BKK Electronics - 

a Shenzhen-based electronics conglomerate (Natanson, 2016; OnePlus, 2017). 900 employees 

work to “bring technology back to the community by building an open and collaborative 

platform” (OnePlus, 2017). Moreover, the Chinese company pioneered its market introduction 

from a marketing perspective by targeting 30 countries by an invite-only purchase strategy. The 

company seeks to be recognized as a global brand rather than a Chinese brand, since the 

attribute of being Chinese origin is falsely perceived to offer inferior product quality. OnePlus 

aims to achieve a global brand image by focusing on superior product design and quality. It is 

to note, that OnePlus’ founder, Pete Lau, does not find that a commoditization wave in the 

smartphone hardware industry is present (Rai, 2015). 

Meizu 

Meizu is a Chinese smartphone designer and producer headquartered in Zhuhai, China. Starting 

in 2003 by manufacturing MP3 players, the company switched production towards smartphones 

in 2008 and sold over 25 million devices in 2016 ranking 11 amongst all global smartphone 

producers (Meizu Telecom Equipment Co. Ltd., 2017; Sin, 2016). Meizu distributes phones not 

only in China but also Southeast Asia and Europe, where it experiences vast popularity in the 

Ukraine. Overall, Meizu employs 4000 people and operates 2000 stores internationally. A 

strong user-centric approach coupled with the company’s recognition of the current hardware 

to software shift in the industry steers its strategic focus towards software and operating system 

development aiming to become a reputable global brand (Sin, 2016). 
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Hao Nian Hua 

Hao Nian Hua controls both Good Life Technology Co. Ltd. [GLT] and Goodyear-Mold Co. 

Ltd. and employs 80 people providing product development and manufacturing for large 

international technology brands.  

GLT was established in 2016 in Dong Guan City, China and offers precision optical lines 

technology such as UV technology services for industrial products used in mobile phone 

manufacturing of domestic and international telecommunication products. GLT’s laboratories 

are equipped for processes involving silk-screen printing, vacuum coating, plastic injecting and 

hot pressing of products. This equipment allows GLT to serve a variety of industries within the 

telecom, banking and jewelry sector (Good Life Technology Co. Ltd., 2017). Goodyear-Mold 

Co. Ltd. is specialized in research, product design and development within the precision mold 

industry. They provide its expertise mainly to the electronic device, home appliances, 

automotive and medical industry. The company based in Shenzhen and founded in 2008 

develops and manufactures industrial products for both domestic and international brands. In 

detail, mold flow design and analysis, in-house 2D and 3D design, engineering and mass 

production for a diverse set of industries lies at the core of the company’s operations (Goodyear-

Mold Co. Ltd., 2017). 

Sintave Technology Group 

Sintave Technology Group Co. Ltd. [Sintave] is headquartered in Shenzhen, China, and 

employs 3600 people of which 400 are experienced engineers who manufacture 

telecommunications equipment. This manufacturing process includes the research, 

development, production and sales of mobile phones. Sintave holds 43 patents which defines 

its core focus on innovation. Founded in 2002 and titled as Shenzhen’s Mobile Information 

Terminal Engineering Research Center, the company cooperates with not only international 

suppliers such as Mediatek [MTK], Samsung, or Infineon but also domestic mobile phone 

brands like Coolpad, ZTE or Lenovo. After planning, development, testing and trial production, 

the ready-for-sale phone is assembled in factories in Dong Guan and eventually shipped 

internationally (Sintave Technology Group Co. Ltd., 2017). 
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Artop Inno 

Artop Inno, established in 2008 is a Shenzhen-based service platform for design innovation and 

the complete industry chain. The wholly owned subsidiary belongs to Artop Group (founded in 

1999), while operating independently to deliver innovative high-tech product development 

incorporating state-of-the-art chip technology and design trends. Artop Inno’s core focus on 

innovation design is coupled to industry chain services allowing the firm to deliver mass-

produced products to their domestic and international customers. Artop Inno’s areas of 

expertise consist of handheld terminal products, smart hardware, industry products, household 

electrical appliances, medical products, cultural as well as technological products. Over 1000 

employees from cross-field backgrounds in research, design, hardware, software and electrical 

engineering promote high profit margin products through the company’s unique added value to 

science and technology as well as the overall industry (Artop Innovation Inc, 2017)  

Shenzhen Open Innovation Lab 

The SZOIL is a cooperation, communication and R&D platform and space to connect digital 

intelligent hardware and manufacturing. Built around the pillars of open innovation and the 

present manufacturing ecosystem in Shenzhen, SZOIL actively researches and acts as to 

connect this ecosystem with hardware startups. By doing this, it aims to advance Shenzhen in 

its international standing in terms of intelligent hardware. Established in 2010, its founder 

David Li together with his extended team of ten actors in the field, oversees the dynamics of 

the maker movement and the constant transformation of innovation in the sphere. At the core 

of SZOIL’s mission lies the creation of an intelligent hardware Silicon Valley characterized by 

the utilization of open source methods within Shenzhen’s production ecosystem (Shenzhen 

Open Innovation Lab, 2017). 

4.7.3 Shenzhen – An Immersion Experience 

Shenzhen serves as a highly interesting case for this particular study due to the concentration 

of Chinese mobile phone companies in this city. Shenzhen is located on the boarder of Hong 

Kong and mainland China (Keane & Zhao, 2012). The city, a manufacturing hub in the South 

of China is known for its entrepreneurial spirit and referred to as the “Silicon Valley for 

hardware” (Lindtner et al., 2015). Shenzhen became the first of China’s Special Economic 

Zones [SEZ] in 1979, created by the Chinese government to bring foreign investment into 
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China. The city gained increased autonomy from the political culture in Beijing while 

Shenzhen’s growth was triggered by businessmen and investors from Hong Kong (Keane & 

Zhao, 2012).  Outsourcing activities of foreign technology companies mobilized the growth of 

Shenzhen to a metropolis of over 10 million inhabitants (Lindtner et al., 2015) and resulted in 

a gradual upgrading of technological and organization skills within mobile phone companies 

(Luethje et al., 2013 in Lindtner et al., 2015). As a result, Shenzhen developed a close-knit net 

of manufacturers, supplying predominantly large brands. Derived by this development, 

entrepreneurs in Shenzhen saw the opportunity to create their own business opportunities which 

gave rise to the Shanzhai phenomenon. Currently, Guangdong province headquarters most 

major Chinese mobile phone firms such as Huawei, ZTE, Gionee, Oppo, Vivo, Meizu or 

OnePlus, whereas Beijing ranks second hosting Xiaomi and Leshi. 

4.7.4 Shanzhai 

The word “Shanzhai” (Chinese: ��) means “mountain village”  and used to describe illegal 

products produced in remote mountain villages without concern for the law (Rong et al., 2011). 

In the context of the Chinese mobile phone industry it refers to a practice of innovative business 

imitation in the industrial VC of small firms (Liu et al., 2015). As such, Shanzhai mobile phones 

can be defined as “a primitive indigenous innovation product supported by a group of VC 

suppliers that provide a good-enough product at a reasonable price in a rapid time frame to fulfil 

the needs of target customers” (Jin-Li et al., 2011, p.54).  

The history of Shanzhai mobile phones dates back to 2001 (Hu, 2009 in Liu et al., 2015), when 

numerous counterfeit products which copied international mainstream mobile phones were sold 

in Southern China. Further contributing to the development of Shanzhai phones was MTK. This 

Taiwanese electronic chip producer started in 2003 to supply legitimate and good-quality 

multifunctional chipsets to Shanzhai firms allowing them to independently manufacture their 

own mobile phones (Liu et al., 2015). Commercial success flourished after the Chinese 

government removed the license policy to build mobile phones in 2007 (Steinbock & 

Lowenstein, 2001 in Jin-Li et al., 2011). Typical for Shanzhai is the strong industrial cluster, 

including the geographical congregation and firm linkages between different modes of network 

(Zhu & Shi, 2010). 
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4.7.5 Mobile Phone Industry 

The decades-long hegemony of international brands in China’s mobile phone industry shifted 

significantly in 2012 towards domestic players (Bengtsson & Wang, 2016; Chen & Wen, 2016). 

In fact, in 2016 the market was spearheaded by Huawei Technologies Co. Ltd. with a market 

share of 17.8 percent followed by Xiaomi Technology Co. Ltd. (13.4 percent) and Apple 

Computer China (11.3 percent). Both Figure 4 and Figure 5 in Appendix A contrast the shifting 

market shares from international to domestic market players in 2012 and 2016. For this study 

both Meizu with 4.7 percent and OnePlus (part of Guangdong OPPO Mobile Communications 

Electronics) occupying 9.0 percent of the Chinese mobile phone market in 2016 are of special 

interest. Remarkably, in 2012 their market share was only at 0.2 and 0.9 percent respectively. 

The rise of smartphones sales of these domestic brands, however, triggered the decline of 

Shanzhai phones as described below. This trend is coupled with the lack of indigenous, radical 

innovation (Euromonitor International, 2016). Differentiating one’s product in this 

homogenized market challenges domestic brands. 

The market is operated by three state-owned network providers, namely China Mobile, China 

Unicom and China Telecom, whereas their influence shifts in parallel with telecommunication 

reforms (Zhang & Liang, 2011). The state also influenced the development of the indigenous 

TD-SCDMA (Time Division-Synchronous Code Division Multiple Access) international 

industrial standard beneficial for 3G phones in 2008, which evoked increased domestic 

technology innovation pressures and an inevitable growing number of hardware imports. 

Remarkably, the open-source, foreign-provided Android operating system still dominates the 

mobile phone industry (Chen & Wen, 2016) with an 87 percent share of the market 

(Euromonitor International, 2016). Following the development in the smartphone industry, the 

availability of modularized technologies such as the open-source Android system also enables 

Shanzhai firms to advance with industry leaders (Liu et al., 2015). 

4.8 Conducting Interviews and Data Collection 

This subchapter outlines the procedure when interviewing the case companies and collecting 

and curating data. 

Initial theoretical sampling was chosen, since the authors’ goal is to study the uncharted area 

of the agile innovation ecosystem in the Chinese mobile phone industry. Theoretical sampling, 



 

	

44 

in fact, generates as many categories as possible. In other words, similar to a fisherman casting 

a net in the wide ocean to collect as many fish as possible, the authors conducted five pilot 

interviews with industry experts and Chinese mobile phone firms in which as many categories 

on the topic as possible were generated. By doing this, the authors’ sampling became more 

specific and it was possible to densify the categories of interest over time (Corbin & Strauss, 

2012). The set of broad questions posed towards the pilot interviewees can be found in Table 5 

and 6 in Appendix D. The semi-structured pilot interviews lasted between 30 and 45 minutes 

each and were conducted via either Tencent’s WeChat or Skype in English language. 

Throughout the pilot interviews a flexible approach was taken by the investigators to densify 

the categories. The pilot interviews were instrumental in guiding the researchers in their efforts 

to grasp the extent of their research question. 

As suggested by Corbin & Strauss (1998), the following three considerations were taken into 

account by the authors in consequence of this initial phase: 

1) The authors chose to conduct a field study in Shenzhen to conduct final interviews with 

local mobile phone firms, their suppliers and industry experts. The decision on the 

location and group of examinees were guided by the research question. 

2) The type of data to be collected during the final interviews was determined to be face-

to-face through in-depth interviews, observations, memos and additional documentation 

such as pictures and brochures. The authors decided that such types of data bear the 

greatest potential to capture the scope of their analysis. 

3) The time span when the pilot interviews were conducted was between May and June 

2017, whereas the final interviews lasted for five days in end June 2017 during the 

authors’ field trip to the Shenzhen SEZ in China. This period served the purpose to 

portray a cross-sectional study. 

The respective transcripts of the pilot interviews are attached in Appendix E, whereas a 

summary of all preliminary key statements can be found in Appendix F. These first guiding 

conceptions served the authors as a point of departure for the final interviews which would be 

conducted on the field. The ideas emerging from the pilot interviews would later give way to 

concepts evolving from the data of the final interviews (Corbin & Strauss, 2012). 
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During the final interviews, discriminate sampling was applied and interview partners were 

chosen selectively to maximize the likelihood to saturate categories which the authors identified 

in the first step (Corbin & Strauss, 2012). The authors strived for theoretical saturation to 

develop a dense and precise understanding of the topic. In fact, triangulation through collecting 

different types of data as mentioned above enabled the authors to increase the validity of 

constructs which evolved throughout the data collection process. Reverting to the analogy of 

the fisherman, this means that he casts out the net once again. This time, however, he is only 

interested in catching fish with for example green fins to examine them further and how they 

interact in their environment. For the final interviews, this meant that six individuals agreed to 

be interviewed (see Table 4 in Appendix C). They were either employed by a Chinese mobile 

phone firm, acted as their supplier or were local technology R&D experts. For each of these 

three categories, the authors interviewed two individuals. 

The set of questions posed towards the final interviewees can be found in Appendix G and 

transcripts in Appendix H. The semi-structured final interviews lasted between 30 and 60 

minutes each and were conducted face-to-face in which both researchers were present. The 

interviews were conducted in English except for two cases: Hao Nian Hua and Artop Inno. In 

these cases the companies provided a firm-internal Chinese translator. The overall structure of 

the interviews was as follows: 

a) The interviewee was informed at the beginning of the interview on the purpose of the 

interview and was asked for his consent to record it in audio format. 

b) After a thorough introduction of both the interviewers and interviewees, the interviewee 

was firstly asked to identify his role within the company. 

c) Then, both interviewers alternatively asked the main questions and occasionally posed 

clarifying questions throughout this main part of the interview. The interviewers’ 

intention was to prompt the interviewee towards a more in-depth elaboration of a certain 

topic or guide him towards the pre-defined scope of the questions. This flexibility was 

provided by the chosen semi-structured nature of the interviews. 

All final interviews were held on site each of the firms’ premises in Shenzhen, except the 

interview with Meizu, which was conducted at a public space in the city. 
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Prior to the on-site visits and interviews, the authors collected background information on each 

respective firm either through the company’s website, online articles or recommended links 

suggested by the points of contact. 

Hao Nian Hua’s on-site visit was coupled with a tour of their moulding factory, assembly line 

and laboratory. Further two company visits at SZOIL and Artop Inno included an investigation 

into their technology research laboratory. 

After the on-site visits, both researchers discussed their observational field notes and memos 

which were gathered to supplement the interviews. The following analysis is explained in the 

following subchapter. 

4.9 Data Analysis 

Using the analogy of the fisherman’s net in the ocean, the data analysis now helps him to 

identify the specific character of the green-finned fish and how the fish interacts in his 

environment. The fisherman does this to identify the different nuances of the ocean. Knowing 

about these nuances will help him to cast his net to catch as many green-finned fish as possible. 

At the beginning of the analysis the authors transcribed the final interviews and curated the data 

using Microsoft Excel. The data curation process consisted of three tasks: First, the data was 

prepared in the sense that memos were completed for all interviews. Then, the authors 

individually selected concept-free sentences of all transcribed interviews and attributed the 

timeline of each selected sentence within an interview, which would turn into codes at a later 

stage. This helps the authors to put perspective on the data. The third task of the curation process 

was to label the memos and sentences depending on their owner i.e. interviewee6, sequential 

interview question number (Q1-Q18) and sequence of selected sentence within the respective 

question (1-19). A maximum of 18 questions were posed towards the interviewees, whereas a 

maximum of 19 selected sentences for each question were identified. The last part of the code 

is the initial of each researcher’s first name to identify which code had been analysed by which 

																																																								
6 Interviewees were codified using their first name’s initial to identify the code snippet. For 

example, W: William Du (Artop Inno), J: Jack Miller (Sintave), S: Szymon Kopec (OnePlus); 

D: David Li (SZOIL), A: Alexander McGregor (Meizu), G: Gary Suen (Hao Nian Hua). 
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researcher throughout the coding procedure. For example, the snippet W-Q7-4-HS indicates 

that both researchers Hannah and Susanne analysed the forth code found in interview question 

seven posed towards William Du. Memos were labelled in a similar fashion: The first letter of 

the label identified the interviewee (as described above), the second letter is an M which stands 

for “memo”, and the final number (1-12) represents the sequence of the memo within on 

interview. A maximum of 12 memos for each interview were identified. For example, the 

snippet GM3-HS indicates that both researchers Hannah and Susanne analysed the third memo 

identified in the interview with Gary Suen. 

Combining all interview sentences and memos from the six final interviews, the authors 

collected 556 interview sentences from the transcripts which served them to scrutinize the 

nature of the research question. 

After the researchers curated the collected data they analysed it using the GT suited for 

qualitative data analysis (Corbin & Strauss, 2012). Three encompassing stages were taken to 

apply this method: open coding, axial coding, and selective coding. 

In coding stage 1, open coding, the authors sought for evidence and examples relating to the 

broad spectrum of all sentences regarding innovation to free code them. The authors 

consciously refrained from choosing sentences which include concepts: Concepts would not 

liberate the ideas or experiences behind the interviewee’s words and hence they could not be 

improved. The chosen naming of the codes has been outlined above. The goal of this first stage 

was to generate categories by analysing their respective properties for each selected sentence. 

All possible meanings of a sentence were evaluated by each researcher individually as shown 

in Table 1. Each line received its individual qualifier on the content’s condition, action or 

consequence i.e. a code (Corbin & Strauss, 2012). The generation and description of such codes 

is key to develop the phenomenon of interest. By adopting this technique, the authors analysed 

the data from three aspects: the raw data, the engagement between the authors and the data i.e. 

how the data speaks to the researcher, and the interaction with the interview partner (Corbin & 

Strauss, 2012). 
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Table 1: Example of Open Code Snippets 

Stage 1 

Time Open 
Code Interview Sentence Code 

Hannah Description Hannah Code 
Susanne Description Susanne 

03:43 S-Q4-5 Competitors vary on 
different markets. 

S-Q4-5-H targeted market 
environment towards 
consumer 

S-Q4-5-S firms steal business 
from each other on 
different markets 

15:16 S-Q9-3 I think this market is 
changing too rapidly to 
plan anything after 3 
years. 

S-Q9-3-H fast market changes 
make it difficult to 
plan in advance 

S-Q9-3-S overwhelmed to 
follow fast change 

15:16 S-Q9-5 But in terms of real goal 
planning, below 3 years, 
definitely. 

S-Q9-5-H goals are short-term S-Q9-5-S short-term planning 
horizon 

17:27 W-Q7-4 We have to connect 
some projects depending 
on the customers' 
requirements. 

W-Q7-4-
H 

strong customer focus W-Q7-4-
S 

being flexible and 
knowledgeable about 
other projects 
important 

32:30 W-Q15-
2 

We have customers 
from different sectors. 

W-Q15-
2-H 

company supplies 
various stakeholders 

W-Q15-2-
S 

adaptability of firm is 
important to make 
business 

15:45 D-Q5-6 Otherwise if technology 
still delivers value, Intel 
would not have to fire 
50000 people last year. 

D-Q5-6-
H 

technology needs to 
create value to make 
profit 

D-Q5-6-S technology does not 
have enough steam to 
generate more 
business 

Source: Authors’ own illustration 

In coding stage 2, axial coding, the authors combine their individual descriptions of each line 

of code and matched these individually constructed categories (H and S) into a higher-level 

code (HS). This combination, or sometimes even a new, improved category, helped the 

researchers to find out which picture was emerging for each line of code. In this second stage, 

the categories were further refined (see Table 2). The initial descriptions of both researchers 

were compared, screened for mutuality and through discussion either the more precise or a 

newly developed description was chosen to advance into the next stage of refinement. By 

design, axial coding allows the researchers to systematically develop and link categories to their 

subcategories (Corbin & Strauss, 2012). Higher-level codes are refined in their ability to 

contribute to the emerging theoretical construction of the agile innovation ecosystem in China. 
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Table 2: Examples of Axial Code Snippets 

Stage 2 
Code H/S Combination H/S 

S-Q4-5-HS competitors change according to targeted consumer 
S-Q9-3-HS fast market changes make it difficult to plan in advance 
W-Q4-1-HS company has knowledge in several fields of industry 
W-Q15-2-HS adaptability of firm is important to make business 
D-Q5-6-HS technology only does not have enough steam to generate profits 

Source: Authors’ own illustration 

Coding stage 3, or selective coding, consists of three sub-stages: 3A, 3B and 3C. In stage 3A, 

each code snippet was attributed with a phrase, whereby the most concise phrase was designed 

to describe the nature of the code. For example, in stage 3A the authors created 31 phrases to 

identify a first pattern of codes. An exhaustive overview of the emerging phrases is displayed 

in Figure 7 in Appendix B. This process was repeated in stage 3B and narrowed down to seven 

categories. In the final stage 3C, these seven categories culminate in final four groups: 

innovation ecosystem, internal firm capabilities, idea creation loop and market access initiatives 

defining the authors’ empirical framework. Figure 8 in Appendix B illustrates the empirical 

emergence of the four final categories. The third stage concludes the data analysis process 

through applying selective coding in which categories of the previous stages are integrated and 

refined (Corbin & Strauss, 2012). The authors task was to extract and name the emerging core 

categories successively and thereby grouped the sub-categories (see Table 3). Interrelationships 

of the codes were identified through thorough discussions between both researchers and thereby 

reviewed for internal logic and consistency of the data analysis process. The authors repeated 

this process until theoretical saturation was achieved (Corbin & Strauss, 2012). 

Table 3: Examples of Selective Code Snippets 

Stage 3 
3A Categories 3B Categories 3C Categories 

opportunity-seeking behavior Innovation Ecosystem Anticipation 
reliance on idea creation Idea Creation Loop Idea Creation Loop 
ineffective protection mechanisms Innovation Ecosystem Government Influence 
resource availability Innovation Ecosystem Technology Momentum 
bounded capabilities Internal Firm Capabilities Wedded Net 
conservative market interaction Innovation Ecosystem Government Influence 
inclusive process Internal Firm Capabilities Fluid Firm Behavior 

Source: Authors’ own illustration 
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4.10 Cross-Case Analysis 

Cross-case analysis reminds the researchers “[…] to go beyond initial impressions, especially 

through the use of structured and diverse lenses on the data” (Eisenhardt, 1989, p.541). By 

adopting this searching tactic, the authors pair this tactic with within-case analysis. This 

approach serves the authors to circumvent the danger of engaging in information biases or 

leaping to premature conclusions (Eisenhardt, 1989). This combination of both within- and 

cross-case analysis techniques allows the authors to build the base for the empirical model. 

4.11 Limitations 

The limitations of this study stem from a standpoint of a) sampling and b) data analysis:  

a) The nature of the Shenzhen SEZ visa only allows foreigners to remain in the city for 

five days. Therefore, the data for the final interviews, as opposed to the pilot interviews, 

had to be gathered during this rather short period. Consequently, the data collection 

process may not include the entirety of important information. Furthermore, the authors 

experienced the rather difficult process of receiving information on R&D activities or 

innovation efforts from Chinese mobile phone firms. Other researchers agree, that the 

firms’ conservative knowledge sharing has impaired the research maturity in this field 

significantly. 

b) Constructing theory using the GT methodology requires a researcher’s undivided 

assertion to defend all categories and sub-categories identified in the data analysis 

process. However, many categories underlie the researchers’ subjective rationale and 

are prone to include preconceptions. Having in mind that both researchers have a similar 

bounded rationality, the risk of bias exists, thus limits the validity of this study. 
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5 Case Study  

This chapter narrates the authors’ empirical experience in the form of a case story with the 

purpose of analyzing the innovation ecosystem in which the mobile phone industry in China is 

embedded in. The case story consists of four main parts: the innovation ecosystem, the internal 

firm capabilities, the idea creation loop and market expansion initiatives. The explanation of 

the emerging empirical framework is introduced in the next chapter to consequently answer the 

research question. To understand the ecosystem of the mobile phone industry in Shenzhen 

presented in this chapter, the authors use an analogy of a tree to illustrate the case study. A 

deeply enrooted tree is influenced by weather conditions such as sun, rain and wind. To grow 

and prosper, the tree needs water, fertilizing treatment and gardening. To extract nutrients and 

flourish, the tree needs to be firmly enrooted in the soil. 

5.1  Innovation Ecosystem 

The first part of the authors experience describes the innovation ecosystem which can be 

described through the industry’s technology momentum, its anticipation for a technology 

breakthrough as well as the governmental influence on firms. These three factors are embedded 

in the innovation ecosystem in Shenzhen. These factors are conducive characteristics for firms 

to innovate and make the mobile phone industry in Shenzhen unique. Referring the first part of 

this case study to the used analogy of the innovation tree, the innovation ecosystem represents 

the sun, clouds, rain, thunder and wind. Altogether, they influence and challenge the tree in 

positively or negatively ways throughout the seasons. Sunshine and rain are vital for the tree to 

survive and grow – similar to the conducive environment in Shenzhen with the maturity of 

technology and the technology-based competition. Thunder and wind challenge and bend the 

tree such as risk volatility, perforated legal enforcement and conservative market interaction 

challenge the firms.  

5.1.1 Technology Momentum 

In the first part of describing the innovation ecosystem the authors shed light on the technology 

momentum. ‘Momentum’ describes the ecosystem around the technology used in the mobile 

phone industry; a state at which the technology is mature, basic resources are widely available 

to all firms in the industry and competition around the technology is fierce hence profit margins 

low. Such competitive pricing pressures and constant risk volatility challenge the firms. The 
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authors define that these forces combined create an innovation environment of technology 

momentum as empirically substantiated in this section. 

Maturity of Technology 

The findings show an overall maturity of technology within the hardware industry for Chinese 

mobile phone companies. This development is influenced by the rise of the internet, the industry 

maturity and the competition for basic hardware components amongst firms excluding and 

Samsung. It becomes evident, that technology leaders are Apple and Samsung, whereas the 

commercial Chinese market is dominated by Huawei, and smaller players like Xiaomi, Vivo, 

Oppo (including OnePlus) and Meizu. As Szymon from OnePlus states: “We have IPhone and 

Samsung, they are leaders for many years, so it is super hard for newcomers to come there and 

mix it.” (Szymon Kopec, 22:53-23:02). The interviewees described the overall product 

technology within the industry as advanced. Simultaneously, certain technical components and 

patents are only accessible to technology leaders. Therefore, technology specifications are not 

used anymore to differentiate one’s product as the hardware is of similar quality in the domestic 

market. In that sense, the authors found that all firms source chips from the same supplier. This 

makes technical components for firms comparable as described by Alexander: “We [all mobile 

phone firms except Apple and Samsung] all go to the same chip manufacturers. There is two 

chip manufacturers basically. There is Qualcomm and MediaTek. That’s your choice between 

two. Cameras is usually Sony. It is one or two camera suppliers. Audio again is one or two. So, 

everyone really has the same components nowadays” (Alexander McGregor, 08:47-09:10). 

Overall, the findings indicate a commoditization trend of hardware components within the 

industry. 

Resource Availability 

The findings of this study suggest, that technical resources impact the development of mobile 

phones. The authors found that the overall quality gap of hardware components decreases 

gradually between international technology leaders and domestic firms. In general terms, this 

means, that all firms have increasingly access to the same quality of hardware components. The 

interviewees confirmed, that nowadays high technology components are available for all firms. 

However, besides the easy access to hardware, also software was found to be easily accessible 

in Shenzhen. Alexander from Meizu emphasizes that “People that do the software, our 

operating system is in Shenzhen because that's where all the resources are. And obviously the 
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second part is manufacturing. So, we manufacture prototypes, our own devices in our own 

factory. Once the product is ready to scale, it goes to Foxconn which is the contract 

manufacturer for all the smartphone companies” (Alexander McGregor, 04:08-04:32). Also, 

William of Artop Inno indicates the resource availability in Shenzhen by stating: “For example, 

in Huaqiangbei7 you can find all the components there because it has the industry there, so that 

is a very good example if you design a product here. And with the environment we already have 

the manufacturer, the mass production” (William Du, 07:33-07:57). 

Technology-Based Competition 

Technology-based competition plays a significant role in the mobile phone industry as the 

authors identified the highest number of patterns in this category amongst all interview answers. 

Decisions on technology integration affect a company's scale and scope. Further, it is important 

for internationalization as Chinese mobile phone companies increasingly grow their share in 

the global mobile phone market. All interviewees confirmed that technology competition 

impacts their business practice. This study suggests, that technology-based competition is 

crucial to distinguish product features, a quick adaptation of technology trends within the 

industry and a certain exclusiveness of superior technology: 

First, despite similar access to basic technical components, firms compete on minor technical 

differences to appeal to customers. The authors found that the market-winning product is the 

best one in terms of technology specification or advertising and is favored by the consumer. 

Therefore, companies constantly pursue to enhance the product and technology to keep up with 

industry trends. In this regard, Szymon from OnePlus emphasizes that “Chinese approach to 

this is totally different than in Europe. Here people believe that the best product wins” (Szymon 

Kopec, 28:39-28:46). However, understanding the technology behind the product and 

improving product parts requires both financial and monetary resources from the companies.  

Second, the diffusion rate of technical novelties within the market occurs at a rather fast pace 

as indicated by Szymon: “Half a year later, everyone has it if it is good (like the camera)” 

(Szymon Kopec, 29:50-29:56). Therefore, companies seek to create new technology 

specifications to advance into higher price segments. Alexander from Meizu emphasizes that 

																																																								
7 Huaqiangbei is a market for mobile phone hardware components in Shenzhen. 
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“They [leadership of Meizu] think in the long run, like Apple, they can go to the premium, they 

can climb the price segment if they keep focusing on technology.” (Alexander, 06:41-06:50) 

Third, the exclusiveness of superior technology for Apple and Samsung was pointed out by 

several interviewees. The data shows, that some technology is exclusive to global industry 

leaders and unattainable for domestic firms. Apple and Samsung are perceived to have the best 

technology on the market and, thus set market trends which are consequently imitated by 

Chinese firms. Szymon addresses this point as follows: “Even though we are a very small 

company, we don’t have access to this high technology that Samsung or Apple has we are able 

to do things faster than them. Mainly because we are quite agile and we work in Shenzhen” 

(Szymon Kopec, 04:20-04:35). In general, large, trend-setting firms can experiment freely 

without much risk. Alexander explains that “Apple can remove the headphone jack – just 

because they are Apple, right? And everyone is pissed off, but will accept it” (Alexander 

McGregor, 19:55-20:02).  All other companies within the industry fight hard to access the best 

hardware components, however they lag behind the top firms. Their technology know-how and 

components are of superior quality and Chinese firms source technologically novel ideas from 

them. Jack of Sintave Technologies estimates that only “Forty percent of technology is 

available. Not everybody has access to the same technology” (Jack Miller, 33:38-33:49). 

Szymon from OnePlus gives one example: “OnePlus 5 really wanted to have this infinity 

display that Samsung Galaxy has, but we don’t have access to this technology. To do like a 

prototype, obviously, we can. But to do the mass production in reasonable price with approach 

to quality and to not break the phone, it is super difficult for us” (Szymon Kopec, 13:58-14:27). 

Along with this exclusiveness, the authors found that most industry players share facilities with 

other companies. Only high-end firms can afford their own manufacturing facilities for 

producing their own components. Consequently, global industry leaders sell some of their 

superior hardware components and patents to Chinese firms which strive to make the best out 

of the available technology. 

Risk Volatility 

The interviews revealed that risk volatility is inherent in Shenzhen’s mobile phone industry. 

The constant change of risk intensity is found to affect three distinct areas of a firm: product 

development, financial resources, and governmental decisions: 
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High failure rates in terms of commercialization create uncertainty for new product 

development. As such, it is difficult for companies to predict the impact of product alterations. 

On this subject, Gary of Hao Nian Hua mentions that “Out of ten products maybe one is very 

popular, I would say” (Gary Suen, 12:24-12:29). Due to this involved risk, few companies 

change their products i.e. business segment. The financial risk transforms and shapes firms 

constantly. The interviewees confirmed, that it is a tough business to stay in due to low profit 

margins. Alexander emphasizes this vulnerability by indicating “Companies that do not have 

the brand or the cash – not so much money. We cannot afford to take a hit in sales” (Alexander 

McGregor, 20:06-20:16). Notably, risk always plays an important role in decision-making. 

Furthermore, manufacturers were found to experience volatile risk regarding their financial 

resources. Market volatility is a pressing issue amongst suppliers. Jack emphasizes its influence 

within international export markets as follows: “Last year they [division of Sintave] died 

already. They had nearly 30 people in their team. All go back home, could not survive because 

the Indian market was very bad last year” (Jack Miller, 45:24-45:39). More importantly, high 

financial and existential vulnerability is present when doing business in unknown geographic 

markets. Customers of new markets, such as India or Africa, are perceived as a risk factor for 

the company. Jack highlights this point by giving an example from the supplier side: His 

business faced difficulties within their exports with a “big shipment from India and they didn’t 

ship their goods, they didn’t take their goods. Last year nearly four to five brands, 1.5 million 

smartphones. They did not take their goods. Even Shenzhen local government asked their boss 

to come, pay to the supplier” (Jack Miller, 46:12-46:33). 

Besides product development and financial uncertainties, companies are influenced by 

unpredictable government decisions. Shenzhen offers an attractive market environment. 

However, rapid changes on the city-level have had an impact on companies’ perception of risk. 

Financial incentives provided by the local government force especially suppliers to change their 

location of manufacturing to maintain a competitive market position. To showcase this 

volatility due to government decision, Jack states that “the government is giving incentives 

there to build up the local factory. One place that is famous is Zunyi in Guizhou province. What 

we used to do: when the government is giving some facilities like that, we will get some land 

there. Because I don’t know when I will have to move” (Jack Miller, 13:52-14:11). 
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Competitive Pricing 

The authors found that the mobile phone market is characterized by competitive pricing 

pressure affecting the innovation ecosystem. Cost reductions are prevalent in Shenzhen’s 

industry and influence production significantly. Competition has gradually become more 

intense as the market saturates and low profitability pressures firms in the fight for sales. Jack 

demonstrates this development: “If I made a smartphone now the industry is like this: fierce 

competition, fierce competition. This is made by the customer, this is made by the supplier as 

well” (Jack Miller, 39:53-40:06). 

As a result, firms follow cost-saving strategies to hold against the demands from customers and 

suppliers. The authors found that increased quantity in the mobile phone production decreases 

its price. As Alexander of Meizu notes: “It is a scale business - you need to have big scale in 

order to compete in the supplier base” (Alexander McGregor, 09:18-09:25). Apparently, low 

prices conflict with an unchanged quality level for the consumer. Companies were identified to 

develop strategies against this price pressure such as in the case of OnePlus: Their position in 

the price segment between high-range and low-cost smartphones is beneficial for the company. 

Szymon elaborates: “We needed to find our niche I would say to be profitable. If you compare 

the market of smartphones: there is high-end in terms of just pricing. The high-end phone starts 

from USD 750 or something like that, USD 700 let’s say. And then there is nothing. Then there 

are we with high-end specs, but a little bit lower price, like significantly lower I would say. And 

then, in little bit lower price than our are phones with mediocre specs or low specs. So, we are 

sort of in our niche – price-wise we have no competition in our price level” (Szymon Kopec, 

12:41-13:21). 

5.1.2 Anticipation 

The authors observed that anticipation for an industry breakthrough is prevalent within the 

industry caused by the conducive environment for new product creation in Shenzhen. 

Additionally, both the firms’ orientation towards profit and status lead to a sense of anticipation 

of future benefits within the industry. It seems as if the companies are tensed up or hold their 

breath while waiting for something novel to appear. This condition resembles the situation 

when a sprinter stands at the starting line waiting for the race to begin. 
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Conducive Environment 

During the interviews, the authors found that the environment in Shenzhen has a positive 

influence on product development. This conducive environment manifests itself within the 

infrastructure, product development time and product design: 

Shenzhen is globally unique due to the area’s long-termed focus on the development of the ICT 

industry. Beneficial for the city’s development is its unique infrastructure such as its geographic 

proximity to Hong Kong and hardware suppliers. William underlines the former aspect by 

saying: “Even export has been a lot of the advantages. Like it is connected to Hong Kong with 

the airport and hubs for transportation” (William Du, 07:56-08:09). Szymon highlights the latter 

aspect. The city concentrates manufacturing and other functions of the phone industry in one 

place. Szymon mentions: “For hardware it is super easy for us. We have some idea and we can 

do some sort of device. We have an idea of a device and can do a first batch of device it just in 

one day. In other countries - even in other cities here in China this is impossible” (Szymon 

Kopec, 03:03-03:22). As such, both aspects of its unique infrastructure make Shenzhen a stellar 

example for other cities which also seek to develop economically. 

Shenzhen offers advantages regarding the development time of a new product stemming from 

this invaluable infrastructure. The interviewees agreed unanimously, that Shenzhen is the 

fastest place when producing mobile phones. The time between design and manufacturing is 

relatively short, which allows for a quick product creation in the city. For example, OnePlus 

notes: “I would say the biggest advantage is how the environment here works with all the 

partners and the cooperation with factories. The supply chain and everything is so close. If we 

were about to do it in other countries or cities, it would make the whole process of making a 

phone way longer” (Szymon Kopec, 03:43-04:07). 

Aside from manufacturing, the location in Shenzhen is important for new product design as the 

authors experienced first-hand. In case a company designs successfully, competitors adopt 

towards this company’s design. William perceives the city’s environment as conducive for 

product design: “We [Artop Inno] are located in Shenzhen. Our main advantage is we can put 

the real design to mass production and to the manufacturers. We have different branches across 

the Mainland. That’s why we have to be here. Even most of their work is here in Shenzhen. We 

have the most advanced design and manufacturing here. Manufacturers are based in different 

cities” (William Du, 29:32-30:05). 
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Profit Orientation 

The study suggests, that strong profit orientation contributes to a firm’s anticipation of novelty. 

Profit orientation is found to lead to a) the industry’s division between small and large industry 

players, b) the decision-making processes of businesses and c) the creation of new business 

models: 

To begin with, the interviewees shared that only top-brands such as Apple and Samsung are 

capable to achieve a high profitability with their products. Most small mobile phone companies 

cannot offer financial incentives to vendors to boost sales as they need to be of a certain size 

first. In this sense, distribution channels play an important role as they are crucial for product 

sales. Alexander mentions the example of Huawei: “The distribution is really important. 

Huawei is best at their distribution. They go to the telephone companies and they basically 

discard and subsidize the hardware in exchange for their distribution. So, you can find Huawei 

all over Europe because they’ve got this enterprise private business to subsidize the smartphone 

business” (Alexander McGregor, 23:14-23:41). Further, large enterprises can afford to carry a 

loss or no profit with their smartphone segment in foreign markets over a substantial amount of 

time. Their motivation seems of a strategic nature. Szymon elaborates that “Some companies 

like Sony only do smartphones to show off and not to miss the opportunity to be on this market. 

But you might see the incomes from companies like HTC or Sony. Most of the players are 

losing money on the smartphone branch, they are earning somewhere different” (Szymon 

Kopec, 11:28-11:47). Overall, it is challenging for firms to generate profits in the smartphone 

business due to small profit margins. Jack notes that smartphone production is costly for phone 

manufacturers and generates rather low profits: “If I want to make a good smartphone, the 

smartphone price will be like USD 80 to USD 100 for a mid/high range phone. If one ODM 

customer orders 5’000 to 10’000 this amount is used. How much profit that will be? From one 

phone, hardly now USD 1 profit” (Jack Miller, 40:06-40:28). Jack adds, that profit margins are 

higher for feature phones as their production is rather cheap. 

Moreover, the authors observed that decision-making process is generally profit-driven. Thus, 

businesses allocate additional resources when they foresee market potential. Alexander 

exemplifies the growth development of Meizu: “The company bulked up, added more people 

and resources” (Alexander McGregor, 15:09-15:13). Remarkably, the authors found that solely 

striving for financial return may lead to inner-company problems as emphasized by Jack: 
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“Especially the bosses force too much. OEM companies some small or mid-level panicked 

inside, very much panicked. Cause’ the boss only knows about money, he doesn’t care about 

any other thing” (Jack Miller, 18:15-18:30). Another observation showed that not all firms 

pursue short term profit-seeking. Instead, long-term strategic concerns determine the market 

entry of a firm. In Hao Nian Hua’s case, the market introduction of the technology happened at 

a strategic point in time to leverage profits and expansion plans. Gary explains that “You see 

our technology. We never hurry to push on the market. We have this [technology] already for 

ten years and now we are expanding” (Gary Suen, 16:43-16:54). 

Finally, profit-seeking behavior is evident in the industry’s business models which is in line 

with the findings about the competitive pricing within the industry. In the smartphone industry, 

the most promising method to generate revenue for David is “The only potential new business 

model is the subscription: you build something for USD 5. You sell it to someone for USD 10 

and have them pay some dollars every month” (David Li, 29:47-29:58). Another method to 

increase profit is to cut costs by sharing production facilities and labor with industry partners. 

This method is frequently adopted in the industry. 

Status-Seeking  

Status-seeking behavior of industry participants may explain decisions and interactions 

throughout the industry. Such behavior strengthens the argument for firms’ anticipation of 

future benefits stemming from such type of behavior. 

First of all, monetary motivations and reputation dominate informal power relations within the 

mobile phone industry. Both aspects are outlined by David, who expresses them by sharing his 

experience with industry partners: “They will say: That sounds cute, when can I see some cash? 

When can I see my name?” (David Li, 36:26-36:32). In terms of reputation, some employees 

may rank their company as highly recognized in the market and are proud of their products. 

Gary conveys this sentiment by stating “Also, you see, we are very much in front of the market” 

(Gary Suen, 24:29-24:33). However, in the case of Hao Nian Hua the authors perceived that 

the employees are overly confident about the firm’s products. This observation illustrates the 

importance of status and company image within the industry. 

Another aspect of reputation-seeking efforts can be described that highly reputable contacts are 

regarded an asset for companies and especially suppliers show pride to work with well-known 
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brands. Comparably, companies evidently care about their image amongst their customers and 

business partners. At OnePlus, Szymon explains, they “[…] call this word ‘Wenfen’. This is 

Chinese word. There is no like English word for it. But this like a role in our company that we 

really want to be fair for our partners, fair for our users” (Szymon Kopec, 15:45-15:57). 

5.1.3 Government Influence 

The third part describing the innovation ecosystem lies in the governmental influence for 

mobile phone firms. On the one hand, the results show a prevailing perforated legal 

enforcement and ineffective protection mechanisms, leading to conservative market 

interactions between market players. On the other hand, the data suggests a growing legal 

reliance for product protection in line with a firm’s reliance on conditional government support. 

Perforated Legal Enforcement 

The data implies that legal enforcement of IPR protection by the government is lacking and 

perforated. The authors find that mobile phone companies are affected by ineffective protection 

mechanisms. In this sense, firms express uncertainty and helplessness to protect their own 

business. For example, Gary argues that “It is difficult to protect you, because other people 

could do the same thing” (Gary Suen, 02:16-02:21). Besides, IPR may harm small firms, which 

mostly do not possess patents. In fact, in case large firms decide to sue them, small firms are 

likely to exit the market. Generally, the authors observed that the trust level between industry 

players appears to be very low. Furthermore, industry players adopt the assumption, that 

copying harms the one person who invests in R&D initially, but that this is eventually for the 

good of all other industry players and therefore acceptable. The findings also show, that some 

companies are critical towards the efficacy of patents. In line with this, firms are uncertain and 

thus neglect patents due to their minor importance in the domestic market as outlined in the 

following two examples: 

One example is Hao Nian Hua. They believe that “Patents is quite important, but not so 

absolutely vital where it could protect us” (Gary Suen, 01:45-01:55). In consonance with the 

critical role of patents, the government was not perceived playing a significant role by them. 

The data gives evidence of an unacceptance of local authorities such as the local mayor, which 

explains a lack of policy enforcement. 
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Another example resulting from perforated legal enforcement is that the protection of IPR is of 

minor relevance for some companies such as OnePlus. Notably, they are not worried about their 

hardware being copied: “Our most unique hardware solution is our desk charge, but we never 

bother to patent anything” (Szymon Kopec, 02:20-02:27). 

Moreover, the authors find that patenting depends on a product’s price. Patents for inferior 

products are deemed unnecessary as opposed to high-value products which require patenting. 

Lastly, Western and Eastern countries differ in their degree of law efficacy. The interviewees 

consistently refer to a perforated law enforcement in China. Hence, protection of IPR seems to 

be an obstacle for Chinese companies to overcome when internationalizing. In fact, Szymon 

reveals “Many Chinese companies have this problem and they can’t sell their product in every 

market because there are IPR issues” (Szymon Kopec, 01:11-01:18). 

Conservative Market Interaction 

Conservative market interaction due to an insecure legal enforcement system is evident across 

all interviews: some companies, such as Meizu, are only domestically oriented with China as 

their main market. Alexander explains that “We sell 30 million devices a year, well over 90 

percent we sell in China” (Alexander McGregor, 20:47-20:53). Some companies within the 

domestic industry do not like to share their knowledge, information or product design. They 

pursue a rather closed information system. However, such companies are perceived to create 

extra costs by seeking individual benefit. In this aspect, Jack notes that “In China you cannot 

expect that [knowledge sharing], too close cannot. But some companies they have some 

regulations. Every year 20 or 30 companies. This is because they do not share the information. 

They should - I really don’t know why sometimes Chinese people are so heard-headed. If they 

share, it is no problem, absolutely no problem. But they don’t. They think that they can do on 

their own and they die later” (Jack Miller, 25:25-25:58). 

Growing Legal Reliance 

Another factor which influences the development of Shenzhen’s mobile phone industry is the 

growing reliance of companies on the government’s ability to provide legal enforcement. This 

factor is noticeable since industry players acknowledge the evidence for success of patents and 

their importance for a firm’s internationalization process. Mobile phone firms and their 

suppliers internationalize gradually, thus, patents grow in relevance. 
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IPR is an issue between companies seeking to innovate. The interviewees acknowledged the 

importance of patents to protect something new when expanding business as underlined by 

Jack: “When you do something big, when you take a corner to do different things, patents must 

be important, because here within one night, it will be copied” (Jack Miller, 58:55-59:08). The 

authors also found evidence that companies have experienced the successful use of patents and 

their efficacy. For example, new corporate relationships are defined by the mutual use of one 

firm’s patents in the Chinese market. 

Moreover, it appears that firms which operate within the local Chinese market only, IPR is not 

an issue. Conversely, this is not the case for firms operating internationally. Alexander 

emphasizes this circumstance as follows: “It is not an issue in China because the legal system 

is so different here: I don’t think we have any legal forms in China. Just the structure of the 

legal system here is so different” (Alexander McGregor, 27:38-27:58). Interestingly, Gary 

underlines the significance of patents when doing business in an international environment: 

“Patent are protection for us to enter the market“ (Gary Suen, 29:27-29:31). On top of this, IPR 

is given higher priority when working with international customers. As an example, hardware 

suppliers offer legal services tailored to their customer's needs and requirements to protect 

individual product specifications. Supplementary, the authors identified that internationally 

operating companies require IPR protection coupled with a strong legal support for their 

products. Meizu, in fact, experienced this significance of their recently established legal team 

as Alexander points out: “The company realized that if we expand we need to have a seriously 

competent legal team in place because we would just run into all sorts of legal issues, both 

hardware and software” (Alexander McGregor, 26:31-26:44). 

Continuous Government Reliance 

It is not only the growing relevance of IPR enforcement by the government but also the 

continuous reliance of firms on governmental cooperation which describes the innovation 

ecosystem. In fact, “Without government support there would be a lot of difficulties”, says Gary 

as a supplier in the industry (Gary Suen, 00:50-00:55). Three factors highlight this continuous 

dependency of firms on the government’s goodwill: 

a) Each province occupies an industrial development focus manifested by the local government. 

Accordingly, the government may conduct which firms get promoted or marginalized over time 

to shift the industrial development focus. For example, in Guangdong province including 
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Shenzhen, research, internationalization of domestic firms and attraction of new industries are 

currently highly sought-after and incentivized by the government. In contrast, foreign firms and 

manufacturing tend to get pushed out of the province and are urged to change production 

facilities frequently towards remote areas with no sea-access. David elaborates that “The 

Shenzhen government right now has been secretly transforming the city: So, this policy about 

squeezing out all the industry they don't like and so leave the space for some they would like to 

come in” (David Li, 03:42-03:58). 

b) The government influences the migration flow of workers from China’s rural to urban areas 

and vice versa. The mobile phone firm or supplier have to adjust their location not only to the 

availability of resources but also the effective wage level which evidently depends on the local 

availability of resources. Low profit margins and cost-consciousness within the industry urge 

firms to comply according to the government’s decisions. 

c) The same political party remains in office. This leads to stability in the market environment 

as David implies: “The political system here is interesting and it makes it very different from 

the Western, to look at it from the Western perspective. So, it is always the good part of not 

having election is that make sure one party is always in control” (David Li, 07:33-07:59). 

Accordingly, a firm within the industry continuously relies on a beneficial mutual relationship.  

In summary, firms in the mobile phone industry rely on continuous governmental support: 

Business location, access to resources and the one-party system influence the firm’s efforts to 

develop and advance within the innovation ecosystem. 

Conditional Government Support 

The government support for firms, however, is tied to conditions such as showing 

innovativeness. If a firm fulfils certain conditions, it receives support in terms of the location 

of production and finances. For example, this support materializes in the form of real estate, tax 

returns or infrastructure provision by the government for such firms. In addition, the 

government incentivizes firms in a reputational and financial manner once they show 

innovativeness through the number of developed patents. Gary explains that his firm is to 

receive a high-tech status which is tied to monetary compensation: “We supply all this [patents] 

to the evaluation group, audit group and then they will check” (Gary Suen, 01:34-01:42). In 

return, his company is to receive material support. 
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Nevertheless, David mentions that firms prefer to act independently and undisturbed by any 

governmental interference when pursuing activities to innovate: “We do our things, as long as 

the government stays out of the way we are good” (David Li, 04:30-04:35). To qualify for 

certain benefits, however, the firm needs to adhere to certain governmental impositions which 

embodies the conditionality of the relationship between firms and the government evident in 

the innovation ecosystem. 

5.2 Internal Firm Capabilities 

Asides the innovation ecosystem in which firms operate, this second part of the empirical 

analysis deals with the industry’s firm-internal capabilities for the firm to become an innovator. 

These intertwined choices manifest in two operational ways executed by the firm: the fluid firm 

behavior and its wedded net of corporate relationships. Coming back to the innovation tree 

analogy internal firm capabilities refer to the way the tree is treated and preserved. This includes 

a good and stable soil, the watering, the gardening and the fertilizing to support the tree’s 

growth. In that sense, the good soil is the wedded net the company operates in. It gives the firm 

stability and creates trust. Furthermore, internal firm decisions resemble the gardening process: 

someone needs to care about the tree to grow. Similarly, a company needs to decide on strategic 

choices and task separation when navigating within the mobile phone industry. Lastly, the fluid 

firm behavior is the fertilizer which is not always present but given to the tree if required. 

Likewise, the agility to adapt or the market adaptation are choices that a firm makes when 

needed. 

5.2.1 Fluid Firm Behavior  

The ubiquity of a firm’s fluid behavior summarizes its traits to navigate within the ecosystem 

in terms of agility, inclusive processes, customer-centric focus and task separation. 

Agility to Adapt 

Agility of mobile phone firms to adjust to the rapidly transforming environment determines 

their ability to advance and create ideas. This adjustment process caters towards several 

transformational mechanisms within the industry: 

One such mechanism is the current industry shift from hardware to software driven by new 

technology functions. As companies desire to grow from a mere manufacturing role towards 
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evolving into a brand phone company, this shift not only requires the firm to have an inter-

disciplinary understanding of the telecommunications technology but also a clear vision on the 

necessary functionality requested by its users. Fundamental technological and business-model 

knowledge across both hardware and software seems essential for mobile phone firms to keep 

pace with the fast-changing market. Alexander of Meizu specifies, that “Customers don’t care 

about specs now because all the specs are the same. The direction of our company and I think 

all the companies is software and you see this from Apple and Samsung: You got the Siri, the 

big speed, the voice assistant, the apps, you got the app stores. So, software is the differentiation 

now” (Alexander McGregor, 11:17-11:44). A rapid adaptation of firm-internal knowledge, 

however, eases a firm’s efforts to comply to the shift in the industry. To do so requires flexibility 

and knowledge-flow across the firm’s ongoing projects and interactions with multiple 

stakeholders. Mobile phone firms coerce their suppliers to react flexibly towards their 

component requests. 

Arising thereby is another mechanism affecting a firm’s internal capabilities. More specifically, 

it is mobile phone applications that change the source of revenues of such firms. Applications 

change the business model of mobile phone companies at its core as opposed to mere 

differentiation based on hardware components. In fact, technology advancements alone do not 

evoke enough steam to generate growing profits within the rapidly changing market. The way 

how business is generated within the industry changes quickly. Put differently, the authors 

found that Chinese mobile phone firms need to excel in both providing the latest technology 

features while simultaneously adjusting the way on how they increase prices or quantities sold. 

A further industry mechanism which requires a firm’s agility to adapt covers the firm’s reaction 

towards governmental policies. As mentioned in the previous subchapter, risk volatility exists 

in the innovation ecosystem. Unpredictability and high frequency of new telecommunication 

policy introductions make it of utmost importance for a firm to remain flexible and quick in 

terms of production or operational location change. Demonstrating such behavior towards 

governmental policies rewards firms with primarily financial benefits. 

Overall, the interplay of these three mechanisms comes at the expense of long-term planning 

for Chinese firms in the mobile phone industry. In this aspect, Szymon notes that “I think this 

market is changing too rapidly to plan anything after three years because it can change like 180 

degrees” (Szymon Kopec, 16:19-16:27). The rapidness coupled with the varying degree of 
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change and intensity of the industry transformation both curtail the mobile phone firms’ ability 

to plan for the long-term. This instability leads to inconsistent and incoherent firm strategies of 

mobile phone businesses. In other words, this short-term planning horizon (under three years) 

puts the firm under constant transformation pressures in terms of scale and scope. 

Inclusive Process 

It is not only a firm’s agile approach towards the industry’s constant changes which determines 

its capability to navigate through the Chinese innovation ecosystem. This navigation process 

blends in new collaborations from stakeholders from outside and inside the firm. As Gary 

mentions: “We select the matching partner. We are not selecting the biggest one. So, we are 

developing together, like boxing” (Gary Suen, 09:57-10:08). 

On one side, the interviewee seeks new collaborations through industry networks in which his 

firm is embedded. The inclusive approach of the firm towards incorporating new ideas from 

other industry players prospers the entire idea flow within the industry and is important for 

doing business. The interviewers observed that Artop Inno works together with students in his 

office to source ideas. Similarly, the interviewers experienced that SZOIL seeks new 

collaborations with various organizations and academic institutions for knowledge exchange. 

On the other side, this inclusive work style across firms applies also to the firm-internal 

approach towards sourcing new ideas. A flat hierarchy emphasizes teamwork and trust in 

employees for product development. Szymon from OnePlus mentions that “It never happens 

that some sort of leading person says like we do this, it is always up to discussion what we do” 

(Szymon Kopec, 17:28-17:36). 

Customer-Centric Focus 

The decision if a mobile phone feature or application gets developed, however, lies ultimately 

with the user of the phone: 

First, technology functions do not impose certain functions on the user like it used to do in 

earlier technology development stages. In fact, the opposite seems to hold true nowadays and 

it is rather the user who defines the functions of a device. David summarizes that “The 

technology does not deliver anymore; the demand shall return. Right now, it is not about the 

people who can make the technology, it’s people who can take the technology and make it 



 

	

67 

useful for people” (David Li, 17:26-17:53). That is, nowadays it is the users rather than the 

mere functions who determine which technology gets integrated in a mobile phone. A phone’s 

usefulness to the customer lies at the core of the firm’s innovation efforts. For example, forcing 

an application onto a user would turn out to be ineffective if the application is of inferior utility 

to him or her. 

Second, knowing the user’s disposable income and willingness to pay is crucial to a company’s 

survival. Therefore, thoroughly adapting to the users’ needs is key. For suppliers, this means 

that adding services or expertise to their product mix in terms of design, services or IPR gains 

in importance. This additional potential to extract value by providing holistic services within 

the VC is of growing significance for industry players. By doing this, customer loyalty seems 

to outweigh cost considerations within the domestic and international supplier network. 

Finally, the users’ satisfaction paired with the perceived usefulness and design of the feature 

epitomizes the ultimate strategic guideline for China’s mobile phone firms to advance with any 

innovative feature. Or else, transparency in terms of value for money decides on the ultimate 

success of a mobile phone model as elaborated by Szymon of OnePlus: “Our users see that our 

phone is more expensive than it used to be. But they see, okay, straight this is advanced and 

you see this is more expensive. Like in terms of supply for us so that outcome is more expensive, 

but we believe we are not wasting your money on unnecessary things so this is a fair price for 

a very good product” (Szymon Kopec, 24:42-25:00). 

Overall, the customer-centric focus of firms to create new features evolves around market pull 

forces, adaptation of value offerings towards the customer’s needs and its resulting usefulness 

towards the user. 

Task Separation 

Operational tasks and strategic choices of the Chinese mobile phone industry are both 

embedded in a centralized business leadership: 

In fact, the leadership of Meizu and its suppliers enjoy strong authority and strict hierarchy 

within the firm. Alexander emphasizes this as “Everything evolves around the founder and his 

leadership team” (Alexander McGregor, 16:22-16:26). Jack confirms this authoritarian 

leadership by highlighting that “Whatever I say, they [the employees] will do” (Jack Miller, 



 

	

68 

40:50-40:52). Final votes on outsourcing, the development and collaborations of the firm are 

exclusively assigned to the firm’s executives. Moreover, the leaders’ judgement on the 

company’s market position is not questioned by his employees as noted by Gary: “As our [Hao 

Nian Hua’s] big boss always tells us internally, we do not see our competitors” (Gary Suen, 

24:21-24:27). Consequently, the leader is held fully accountable for any outcome of his or her 

decisions. Notably, hierarchy is accompanied not only by clear responsibilities but also strict 

task separation amongst a firm’s leaders in which each leader is exclusively responsible for a 

certain task. 

In a similar fashion, trust amongst employees is propelled by their obedience towards the 

company’s executives. It is important to note that Chinese leaders highly depend on this 

behavioral pattern as Jack pinpoints: “Chinese [leaders] rely on their own people too much.” 

(Jack Miller, 29:54-29:57). 

In contrast, the Chinese mobile phone firm OnePlus, which primarily targets the non-Chinese 

consumer markets, values ideas from Western non-management employees and incorporates 

them into the decision process of operational tasks. It stands in direct contrast to traditional 

Chinese firms such as Meizu. Task separation seems different from firms which operate only 

in the Chinese market and in the international market: A non-hierarchical, rather flat structure 

where one’s opinion is highly valued highlights the inclusive work in terms of product 

development at OnePlus. 

Moreover, it seems that Chinese suppliers cater to foreign companies by pointing out the 

distinct strategic tasks such as done by William: “We build their prototype and do the 

manufacturing and export it back to America. They say they have the idea but they don't know 

how to manufacture it” (William Du, 30:25-30:38). In this sense, foreign stakeholders are 

primarily valued for their idea creation, however lack to combine this knowledge with the 

execution of manufacturing thus materializing their ideas. In consequence, Chinese firms in the 

mobile phone industry wisely choose their focal tasks within the product development process. 

In sum, it is evident that non-hierarchical leadership in Chinese firms develops which could 

challenge the traditionally observed obedience of employees in Chinese firms. The firm-

internal decision-making process and strategic choice of operational tasks contributes to the 

flexibility required by firms to navigate in the ecosystem. 
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5.2.2 Wedded Net 

Seemingly, bounded capabilities, relationship-based cooperation and resource dependency 

intertwine in a wedded net of interaction nodes. Such boundedness and close ties throughout a 

net of relationships over an extensive period resembles the characteristics of wedlock. 

Bounded Capabilities 

Chinese mobile phone firms operate and develop according to their bounded capabilities. The 

findings show, that these capabilities are tied to the owner’s background. “Our [Meizu’s] 

founder, our leader, our team they are all engineers themselves, so they love the technology”, 

says Alexander (Alexander McGregor, 06:32-06:41). Moreover, both geographic regional 

specificities in terms of technology and path-dependent Chinese expertise in manufacturing 

anchors mobile phone firms in their capabilities. Therefore, it is up to the individual founders’ 

skill to develop and grow the business. 

Relationship-Based Cooperation 

Relationship-based cooperation within the Chinese ecosystem ranks as the second most 

identified pattern by the authors. 35 codes were identified in this category during the analysis 

process. This indicates, that cooperative relationships play a significant role when describing 

ecosystem dynamics. The authors observed, that both personal relationships and an intact 

industry network are of major essence for firms to advance in this business. 

Successful relationships were found to be a) long-term, b) cooperative, c) interdisciplinary, d) 

geographically concentrated, and e) conducive for a firm’s internationalization aspirations. 

a) Long-term horizontal and vertical relationships within the industry need to be fostered 

continuously. It is difficult and complex to ignite loyal partnerships. Thus, it is key to maintain 

them once they are established. These connections usually depend on either the company fit or 

key executives’ personal preferences. Most importantly, these long-term connections are vital 

for a firm’s survival. 

b) More specifically, stakeholders in the industry are aware that collaboration is vital to be 

financially and strategically persistent. Particularly the power relations between small and 

established players leads to niche development and justified legacy. It is certainly worth 
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mentioning, that collaborations can lead up to the sharing of facilities and resources, as long as 

customers or market segments of the firms do not overlap. Interestingly, the bounded capability 

of a firm i.e. the founder’s heritage plays an important role in collaborations too. For example, 

Jack points out that “My bosses, he is from Shandong and the others there are three. One is 

from Hunan. Another is from Hubei. Totally three, so Hunan and Hubei is very far. The supplier 

we have here - all of them are from these three places” (Jack Miller, 28:32-28:58). 

c) Collaborations across disciplines such as hardware suppliers and software developers are 

common. These firms acknowledge that they need to source expertise of each other to advance. 

“Advertising is big, it is our [Meizu’s] fastest growing segment of our revenue. So basically, 

we are going to companies and buy apps and say: You know, we sell the hardware, can you sell 

us your software? You can either put it in our app store, or you can run advertisement on our 

OS. For us, our guys, our founder’s guy love it because the profit margin for software is 

astronomical compared to hardware” (Alexander McGregor, 12:05-12:35). 

d) Comparably, geographic concentration of the industry in Guangdong, conditioned through 

government policy, means that Shenzhen offers a unique network. This network of brands and 

suppliers is highly concentrated in the city, where competition does not harm a firm as long as 

customer segments are exclusive. Instead, the environment stimulates collaboration through 

sharing of resources: “Everyone who is selling cellphones is my competitors, but Shenzhen 

people do not look at it this way: As long as you don't sell in my market you are not my 

competitor we can talk about anyway we can cooperate” David mentions (David Li, 13:47-

13:58). Szymon confirms David’s assessment by highlighting “I would say the biggest 

advantage is how the environment here works with all the partners that we cooperate with or 

the factories or supply chain they are so close to here” (Szymon Kopec, 03:45-03:59). 

e) Companies make use of this network to evaluate on new market entrances. Evidently, foreign 

markets vary in terms of technological, customer needs and ways of market entry. Strong 

collaborations between operators in the case of mobile phone brands and international brands 

in the case of component suppliers, are particularly essential to develop and expand. 

In short, people connections and collaborations penetrate the business ecosystem in the 

Guangdong area and are vital for firms to be ahead of their competitors. 
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Resource Dependency 

Having established the nature of cooperation within the industry, the authors found that certain 

dependencies attribute to such cooperation within the ecosystem. These dependencies affect 

either the access to human resources or assets within the supplier network. 

On the one hand, suppliers require high qualifications of engineers to succeed in advanced 

stages of R&D. Regular training for highly skilled employees ensures a company’s efforts to 

keep up with industrial developments. The researchers observed, that R&D and assembly of 

hardware components require highly skilled, tertiary educated employees at various stages of 

the product development process. In other words, access to highly skilled labor for progressing 

in the development of mobile phones determines a firm’s likelihood to innovate. Working and 

building up on already existing knowledge amplifies this likelihood. As David describes it: 

“Innovation does not have to be completely new. Innovation is about improving what is already 

there” (David Li, 35:51-36:00). 

On the other hand, the size of a company defines its ability to overcome supply shortages. The 

modularity of the supply chain makes especially small companies financially vulnerable 

towards a halt in production. Large brands i.e. Apple and Samsung dictate industry standards. 

They circumcise the small suppliers’ leeway to source or copy components arbitrarily: “Chinese 

innovation is like this, that they will take some big brand as their hate and they will go according 

to all of their ideas, all of the specifications we say either comes from Samsung shape or 

Samsung specification or like IPhone specifications” Jack mentions (Jack Miller, 08:12-08:34). 

In sum, companies concentrate in the Shenzhen area due to the facilitated access to suitable 

human resources and immediate availability of assets. Gary proclaims that “The whole system, 

the supportive system for our R&D and manufacturing there is more talent here [Shenzhen], 

more related production products around here” (Gary Suen, 06:08-06:21). Nevertheless, the 

ecosystem of the mobile phone industry in this location is in flux as Jack notes: “Shenzhen like 

ten years before the factories and others had in Shenzhen the facilities had in Shenzhen” (Jack 

Miller, 19:47-19:53). 
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5.3 Idea Creation Loop 

The third part of the empirical analysis culminates in the concept of the idea creation loop. Both 

the previously outlined innovation ecosystem and the firm’s internal capabilities cement the 

idea creation loop. In this loop, new knowledge on products and processes circulates, whereby 

the loop accelerates through characteristics found in the industry as described in this subchapter. 

Referring the idea creation process to the innovation tree analogy, the idea creation loop 

represents the roots of the tree. As such, the process of idea creation and iteration is embedded 

in a complex, invisible and deeply rooted system like roots of a tree. The unseen and entangled 

characteristics of the roots are highly important for the tree’s survival. Relating this analogy to 

mobile phone companies, it shows that both the knowledge creation process and the knowledge 

iteration are the invisible but most important factors for a firm to advance. They allow the tree 

to absorb the knowledge created by the firms’ internal capabilities. In fact, the innovation 

process just like a tree’s roots are hard to copy as they are invisible and rooted within the soil. 

Only the innovation product itself, in this case the treetop, is visible from outside the firm. 

Ambition 

One characteristic found in Chinese mobile phone firms, which accelerates the idea creation 

loop is that firms and their suppliers exhibit strong ambitions to create and learn from others, 

while simultaneously competing in the race for a superior mobile phone. These ambitions are 

inherent in the companies’ leadership strive for advancing their businesses further. For example, 

Gary mentions that “Our [Hao Nian Hua] big boss has interest only on the most difficult ones 

[breakthrough, business area, process]” (Gary Suen, 22:38-22:43). 

By pursuing such interests, even small firms aspire to follow established brands which set new 

technology standards and pioneer in internationalization. Learning from global technology 

leaders on how to operate under uncertain circumstances or new market conditions is actively 

pursued by smaller mobile phone firms: “We have big hope for the international market: So all 

the well-known brand or the good industries we go there” (Gary Suen, 25:47-25:57).  It is to 

note, that precisely this method is used by some small firms to learn and branch out differently 

rather than only imitate the global technology leaders: “There is many companies that don’t do 

some things because some other competitor did it before. And we believe it [to imitate] does 

not really make sense. So, what we focus on is providing value for users. So, if we think like 

IPhone has this great solution with dual camera [...] So many companies agree with, they don’t 
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do it because somebody did it before” (Szymon 19:47-20:12). Learning is done through closely 

observing industry trends and best-practice mostly done by Apple and Samsung, whereas 

smaller Chinese brands adapt individually to the mainstream improvements. 

As such, mobile phone firms and their suppliers change their business scale and scope 

permanently by ambitiously seeking challenges and learning from global technology leaders. 

The authors note, that in general an optimistic attitude towards the constant industry 

development was prevalent throughout all interviews. Moreover, showing initiative, motivation 

and a drive for personal development were found consistent amongst all interviewees. 

Implicit Tacit Knowledge 

The historic governmental policy focus on the Guangdong province has led to the creation of a 

remarkable business environment in the mobile phone industry: 

Over the past two decades, low skilled manufacturing workers employed within the technology 

sectors absorbed technical knowledge from their immediate work environment. For example, 

according to Alexander, Meizu’s founder took advantage of the country’s gradually economic 

opening-up: “The company started very scrappy. So, the guy, the founder worked in a factory 

making MP3 players and said: I can do this myself. I don’t need to work for someone. He 

quickly used forums and what not to sell MP3 players and made a lot of money” (Alexander 

McGregor, 14:40-14:57). Remarkably, learning about processes and components linked to the 

right balance between hardware and software expertise has led to the richness of today’s 

technology entrepreneurs within the industry. Most importantly, the trial-and-error approach 

and hands-on mentality of the local workers contributed to the current ecosystem. On this latter 

aspect, William points out that “Most of designers have the ideas of the concepts, but they act 

here in Shenzhen it is the best place to make your design concept into a real product. People 

here, how to say, for us we actually do the work, not only thinking” (William Du, 08:20-08:40). 

This similar local career background of today’s managers within the industry involves 

undisclosed business knowledge and personal connections. The authors observed, that 

awareness and knowledge about such personal links amongst firms is an important asset within 

the industry. 
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Overall, the region’s concentrated accumulation of technological knowledge and relational 

interconnectedness exemplifies the implicit tacit knowledge inherent in the Guangdong area. 

Knowledge Creation Process 

Based on their ambitiousness and implicit knowledge, regional firms pursue multiple ways on 

how new knowledge and ideas are created. Notably, the government learns about knowledge 

creation only by observation, whereby it refrains from interfering in the process itself. David 

coins the inferior role of the government in knowledge creation as “When we experiment 

successfully, the government will do is the they will put you in front of center of stage, so 

everyone knows who to copy” (David Li, 07:04-07:10). 

All interviewees complimented the importance and positive traits of sharing, sourcing and co-

creating ideas openly together with industry partners, suppliers, academic partners as well as 

users. For example, the authors observed that active inspiration-seeking is common practice 

within the ecosystem. William of Artop Inno explains that “Just to give example: We currently 

guide the students from Shenzhen University to teach them how to and guide them how to do 

critic thinking things, how can we help these students to do some competition counselling, to 

get the kick-start during their student period. We guide them and the engineers” (William Du, 

37:28-37:57). He further shares that “Some of our suppliers, how to say, rapidly let us know 

what is their updated technical information” (William Du, 14:04-14:16). Furthermore, David 

points out the local advantage of this collaborative approach towards sharing ideas: “When you 

have 100000 people thinking short-term, rapid iteration, and that’s where the underlying 

innovation come from. Because 10000 people thinking about iterations and with that, in the 

back of the ideas is that with every iteration you come up, it’s becoming more less a public 

property of 100000 people and that’s why and when you move really fast” (David Li, 14:58-

15:30).  

However, it is to note that knowledge sharing and subsequent copying are two sides of the same 

coin. As outlined above, the positive attitude towards openly communicating ideas dominates 

the industry. Interestingly, getting copied by others is not perceived as a negative event within 

the industry: “Here [China] the environment is way different, because everybody innovates, 

everybody copies everyone. So, nobody bothers and everybody is okay with it” Szymon says 

(Szymon Kopec, 29:36-29:43). He also shares his experience on co-creation of ideas with 

business partners: “So in Shenzhen, or in the area, or even from partners around, they come 
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here really often because there is a lot of companies with headquarters in Shenzhen or at least 

like R&D centers [...] we are able to speak quite freely with them because we work in quite 

agile environment [...], we can speak freely about any ideas that they have, also that process of 

accepting some new ideas from them or ours. This cooperation is way more swift” (Szymon 

Kopec, 05:55-06:42). In fact, firms are aware that mere copying is useless if a company seeks 

to progress in the long-term. To achieve a higher level of knowledge progression or innovation, 

however, it is not an engineer or a programmer who is needed. Rather, it has to come from 

someone with an in-depth knowledge and novel approach to the business itself. 

Overall, knowledge and ideas amongst mobile phone firms and their suppliers should be created 

in a collaborative and open manner. The subsequent event of being copied in the local market 

does not disturb the stakeholders since it is industry practice and only superior business model 

knowledge advances firms to become innovators. 

Knowledge Iteration 

Without the continuous iteration of knowledge between developers and users, there would be 

no space for the product to adapt towards the user’s preferences. Therefore, feedback is actively 

sourced, processed and integrated gradually into mobile phones. Most importantly, the rigorous 

testing and iterative engineering process always build upon existing knowledge and products. 

The product feedback is usually sourced from either firm-internal distribution channels such as 

sales or firm-external users who willingly share their opinion on Chinese social media. 

Surprisingly, social media serves as a communication tool even between top management of a 

mobile phone firm and its customers: it helps managers to stay informed. This closeness to the 

customers allows mobile phone companies to experiment to a certain extent as Szymon explains: 

“We [OnePlus] have our puff and we see what works and what doesn’t, what our users like and 

what they don’t. So, we are trying to improve on the things that they found more urgent” 

(Szymon Kopec, 18:25-18:36). As David phrases, “This [Shenzhen] is like one company with 

100’000 creatives who is experimenting, testing every single idea on the market” (David Li, 

15:27-15:39). The significance of customer feedback and the companies’ open approach 

towards its integration was also observed by the authors during their on-site visits to the firms. 
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Reliance on Capabilities and Idea Creation 

Chinese mobile phone firms and their suppliers enjoy their current degree of independence 

regarding legal interference when operating in the domestic market. Essentially, firms do not 

rely on protection of their knowledge through legal instruments such as patents. Instead, they 

rely on their own capabilities in terms of experience and business relationships to protect their 

assets. More specifically, the awareness and correct placement of a firm’s own capabilities play 

an important role for a firm to remain within the industry. For example, firms are found to rely 

on their own strengths to a) find a niche price segment within the domestic and international 

markets, b) confidently offer a mobile phone of superior usefulness compared to their 

competitors’ offerings, and c) survive by building on their own assets such as facilities, 

experienced and creative employees and managers. 

Apparently, mobile phone firms and suppliers prefer to rely on their own capabilities as opposed 

to legal protection of their business. Only if domestic companies interact with foreign 

stakeholders, they consult IPR services or certification authorities. Put differently, if business 

partners remain Chinese, companies do not have the urge to apply for patents or seek legal 

consultation. 

Upgrade of Capabilities 

Besides firms relying on their ambition to create and build on accumulated knowledge it is to 

analyze the underlying development of their capabilities over time. These capabilities are found 

to underlie the major industry transformation: The industry shift from hardware to software 

triggers firms to differentiate themselves on a business model-driven rather than technology-

driven innovation ecosystem. In this new ecosystem logic branding, marketing and R&D play 

a key role as opposed to hardware components. 

The recent regional shift from a hardware- to software-driven smartphone development 

increasingly demands mobile phone firms’ attention towards a new set of capabilities. As 

stressed previously, the commoditization effect of hardware steers the mobile phone firms’ 

attention towards software as substantiated by Alexander: “All the companies are appreciating 

software to kind of differentiate and get more out of the hardware so, I think, software is kind 

of the main focus” (Alexander McGregor, 11:43-11:54). This shift is crucial to the entire 

industry based in the Guangdong area. 
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David illustrates the shift from technology to business model-driven innovation by supporting 

this illustration with the analogy of another smart device: “Most people still asking the same 

question is the: So, you build a smart watch: what's your technology?” (David Li, 24:19-24:27). 

Instead, one should ask the state-of-the-art question on the applied business model as he 

continues: “It doesn’t matter where you stand in the world right now, as soon as you can bring 

together three people making a smart watch. I can almost guarantee, you can already buy them 

in Shenzhen. They will be happy for you to high label and brand it and market as your own” 

(David Li, 24:27-24:48). A strong brand, however, takes a long time to develop and many 

Chinese firms are still unfortified in their branding efforts. Nevertheless, both mobile phone 

firms and even suppliers find this activity increasingly important. Alexander confirms that not 

only the technology and its patents but even more the business model around it is the key 

success factor for Chinese mobile phone firms to survive: “Well, obviously, the volume, the 

sales would suggest that the other guys got it right because they have got celebrity endorsements 

and all that kind of thing, heavy marketing” (Alexander McGregor, 06:21-06:28). He notes, 

that a mere technology focus of his employer Meizu may put the firm’s long-term survival at 

stake. In fact, both branding and advertising are increasingly targeted by the big players which 

spearhead the industry. In addition to key business-model related activities, the interviewees 

find design and in-house R&D as the key differentiation factors to advance their businesses 

further. Especially Shenzhen is advancing in both areas to become an important hub for R&D 

centers in the mobile phone industry. The dominant challenge for the local industry is to attract 

resources necessary for business-model innovation contrasting the mere technology-focus of 

prior decades within the urban ecosystem. 

5.4 Market Expansion Initiatives 

The last part of the case story lies in the firms’ market expansion initiatives. These include the 

strategic choices a firm makes as well as the market adaptation when targeting new markets. 

Market expansion initiatives are an important vehicle for a firm to expand and grow. The 

authors observed that companies need to determine strategically on how and where to operate 

to advance into becoming an innovator. Additionally, the results show that Chinese mobile 

phone firms follow market adaptation strategies on improving the locational understanding of 

the existing and new market to expand. Reverting these dynamics to the innovation tree 

analogy, the market expansion initiatives represent the leaves of the innovation tree: they 
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illustrate the visible result of the innovation process. As such, the market expansion of a firm 

is a result of the innovation ecosystem, the internal firm capabilities and the idea creation loop. 

Strategic Choices 

Active choices on how to operate and cooperate distinguish firms in their aspirations to advance 

and become innovators. Doing so requires firms to grow not only in the domestic but also in 

international mobile phone market. William shares his aspirations as Chief Technology Officer: 

“The next step is to make it [the business] international. Since 2012 we begin to export to 

different countries” (William Du, 22:46-22:58). The decision on the location and its linked 

collaborations to set up the business defines the overarching strategy of a mobile phone firm to 

enhance its business. 

In other words, the strategically important question on where to operate depends on a firm’s 

choice of business partners. Both export and import trade emphasize on partnerships with local 

brands and access to locally bounded knowledge on users and sales channels. Jack supports the 

commercial importance of such local business partnerships: “We have one whole unit, like we 

have here 45 lines altogether for assembly and 10 lines are occupied by Coolpad” (Jack Miller, 

06:39-06:54). 

Three factors are found to partially influence this firm decision on where to expand as a Chinese 

firm. First, the production quantity is found to determine a firm’s choice on how to navigate 

strategically within the industry. Certain suppliers require a minimum amount of goods to be 

manufactured. As David Li from SZOIL mentions: “The difficult part is not to build a phone, 

the difficult part is to find someone who is willing to help them build just 20 phones.” (David 

Li, 27:15-27:24) As a result, mobile phone firms and suppliers alike sustain in-house 

prototyping facilities to evaluate the feasibility of producing certain quantities and technology 

specifications at the highest profitable margin. Second, corporate relationships are chosen by 

their operational intent. As such, hardware supplier firms complement software applications 

development firms and vice versa. Third, companies choose distinct ways to appeal to 

consumers i.e. through branding. Similarly, suppliers seek for a unique and difficult to imitate 

selling proposition to Chinese and international brands. 
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The three factors including the production quantity, pursuit for complementary expertise and 

branding approaches require a firm to exercise strategic choices when expanding provided 

strong local relationships are present. 

Market Adaptation 

Chinese mobile phone brands increasingly strengthen their position in the domestic market. 

This growth propels them to seek further opportunities outside the country and in new segments. 

More specifically, they see the business potential and proactively target both India and Africa 

through resource allocation. Jack finds that “Africa is really doing good now. Africa’s economy 

is coming up. I must say, I never touched African market before” (Jack Miller, 47:33-47:42). It 

is always the domestic user dictating whether a mobile phone firm successfully enters the newly 

targeted country and if so, which disposition the firm occupies within the local industry. In such 

a case, the firm’s ability to adapt to foreign markets and trends, particularly India, is crucial. 

Having in mind the vast geographic expansion efforts of most Chinese mobile phone firms, 

global sales of the same products is found inevitable and evolving. 

On the one hand, these firms favor close and similar economies in their choice to 

internationalize. Disposable income, market size and the timing of market entrance are of 

strategic importance to the firm’s successful market entry. Alexander notes that “We [Meizu] 

are good in some countries, but the economy and price points fit our business model. So, in 

Russia we are very big, Southern Europe we are very big. Just because of the Gross Domestic 

Product [GDP] and pricing fits perfectly” (Alexander McGregor, 21:52-22:06). Whereas the 

former two aspects are important in terms of immediate price sensibility and production 

adaption, the latter aspect may only be visible some years after the initial point of entry as 

pointed out by Szymon: “But for India many brands before us did not really care, it was sort of 

a still very Emerging Market even very poor and the smartphone penetration was very small 

like ten percent maybe three or four years ago. But we cared and this is why we are leading 

there” (Szymon Kopec, 23:03-23:21). 

On the other hand, firms are found to adapt to new markets in three ways: a) Hardware 

adaptations due to network restrictions and technology specifications. b) Comparatively less 

challenging software adjustments to accommodate for the different utility modes for 

applications; “The whole hardware approach to making the camera better in OnePlus 5 is also 

because of this adaptation to the market, but obviously, the software is easier to do. Maybe not 
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easier but more you can iterate faster” says Szymon (Szymon Kopec, 26:48-27:00). He further 

explains that “For example in India, there is something like Paytm which is sort of like Wechat 

Payments. And so for OnePlus 5 we started with a cooperation with them and now we have like 

a quick payment with Paytm. So this is like feature-wise that we are trying to adapt to something 

new to come” (Szymon Kopec, 25:22-25:38). c) The idiosyncratic online and offline 

distribution channels and trends in each country. 

The most prevalent prerequisite for firms, however, constitutes the firm size and resource 

availability at the point of a new market entry. These endowments and a tailored sales strategy 

determine the endurance of a firm to remain in the market. Flexibility and forward-looking 

market focus are essential to keep these endowments at bay and expand business further once 

market acceptance prevails.  
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6 Empirical Framework  

Based on the previous case analysis, the empirical framework consists of three chronological 

steps embedded in the local market and government environment. The framework displays the 

dynamics at work in the innovation ecosystem of the Chinese mobile phone industry. The 

dynamics emerge over time with the expansion of step one, two and three for Chinese mobile 

phone firms. By following these steps, Chinese mobile phone brands push foreign global 

technology leaders out of the market and attempt to overtake their position over time as global 

market leaders. More specifically, the gradual progression of the three steps of hardware 

engineering, the process of idea creation and BMI is tied to increasing profit margins and market 

share for Chinese firms. The following subchapters explain the environment and three steps 

within the Chinese innovation ecosystem. 

6.1 Market and Government Environment 

The authors find that the mobile phone industry in Shenzhen can be characterized by a 

technology momentum coupled with an anticipation of firms for new knowledge creation. 

Further, the government influences firms which operate in the ecosystem. 

The first environmental characteristic, the technology momentum, describes the current state 

of technology level within the mobile phone industry in Shenzhen. This momentum is created 

through the maturity of technology implemented in the mobile phone production: Basic 

technology components are a commodity within the industry and are widely available within 

the ecosystem. International competitors, however, challenge Chinese firms widely through 

their access to superior technology components. Chinese firms, however, seek to implement 

the latest technology to achieve a competitive advantage in the market. While they seek to do 

this, they face several risks in terms of finances, product development and governmental 

decisions. The evolving fierce competition results in pricing pressures which influence 

businesses profoundly. 

The second identified environmental trait is the growing anticipation within the industry 

towards new developments. This anticipation comes to life through the conducive environment 

in Shenzhen. This knowledge-rich environment in which firms operate is facilitated by the 

city’s unique infrastructure, product development time and product design. Moreover, the 

severe profit orientation amongst all market players affects the industry’s competitive forces. 
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The third environmental trait lies in the government influence on firms as the technology 

momentum and the anticipation fail to exhaustively cover the volatile environment in which 

mobile phone firms operate. This influence is evident in the currently existing perforated legal 

enforcement of IPR protection. Such ineffective protection mechanisms affect the dynamics of 

the mobile phone market. In consequence, some players behave in a conservative manner when 

sharing knowledge or interacting with other market players. However, the growing legal 

reliance of firms on the government’s IPR enforcement parallels the shift in the industry 

towards new global markets, in which patents play a more important role than in the domestic 

market. Similarly, the authors found evidence for a conditional relationship between the 

Chinese government and the firms’ continuous reliance on it. In short, certain financial and 

non-financial benefits are granted to innovative firms by the government: access to both 

infrastructure and resources as well as the provision of political stability. 

6.2 Step One: Engineering 

After having examined the market and government environment, the first step of the ecosystem 

dynamics is that industry participants currently depend on importing radical technology 

innovation from global technology leaders. Simultaneously, they need to develop several 

internal firm capabilities to navigate successfully in this environment by developing both a 

wedded net of relationships and a fluid firm behavior towards market adaptation: 

First, the market forces and government environment form the firms’ technology imitation 

efforts: Chinese firms rely on radical hardware and software innovation from foreign global 

technology to start growing in the market. They import knowledge and technology from Apple 

and Samsung – the industry’s global technology leaders. New knowledge is still sourced from 

foreign firms which originate technology and have access to superior hardware components. 

Their Chinese counterparts import some of their hardware components, however they rely 

mainly on imitation of the new radical technology and use widely available hardware to do so. 

Put simply, Chinese firms free-ride on the radical technology innovation of foreign technology 

leaders to develop their products. 

Second, Chinese firms need to showcase their capability to react in a fluid manner towards 

changes in its environment. The firms’ ability to adapt easily and swiftly towards the rapidly 

transforming environment in Shenzhen plays a vital role. This adaptation process blends in new 

collaborations from both outside and inside the firm. An increasing customer-centric focus is 
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prevalent throughout the entire industry: firms which adapt new phone features evolve around 

market-pull forces. Adaptation towards the customer’s needs and its resulting usefulness 

towards the user is central to the firms’ engineering efforts: Firms rapidly adapt software and 

hardware features to the customer and thereby create a competitive advantage within the 

industry. 

Finally, to source ideas for engineering successfully, a firm needs to decide whether to enter in 

a wedded net of corporate relationships with the aim of navigating in the transforming industry 

environment. This wedded net is characterized by its boundedness and close ties over an 

extensive period – characteristics resembling wedlock. To be more specific, a firm’s corporate 

relationships are bounded to their founder’s personal and career background. In line with the 

firms’ leaders and government relationships, it became obvious that the success of such 

corporate relationships depends on unique characteristics: These are long-term, cooperative, 

interdisciplinary, geographically concentrated and facilitate a firm’s aspiration to 

internationalize. Most importantly, the authors found that firms primarily depend on a 

location’s facilitated access to suitable human resources and assets. The authors find that these 

intertwined interaction nodes concentrate in the city of Shenzhen. Interestingly, the authors also 

found proof that in anticipation of a beneficial outcome, firms pursue status-seeking behavior 

when they enter a corporate relationship. 

6.3 Step Two: Idea Creation Process 

In a second step, the process of Chinese firms to create their own new ideas and knowledge is 

found to be influenced by several overarching traits of the firms. 

To come up with new ideas and knowledge about hardware, software and business models, 

mobile phone firms and their suppliers change their business scale and scope permanently. 

During this process, they ambitiously seek both challenges and learnings from industry leaders’ 

experiences.  

Over the years, firms in the Guangdong area accumulated a vast amount of technological 

knowledge and relational interconnectedness. This concentration exemplifies the implicit tacit 

knowledge inherent in the local firm’s efforts to create new knowledge. These efforts to 

generate new ideas are found to happen in an open and collaborative manner with other 

stakeholders within the industry. Similarly, the firms actively source, process and integrate 
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feedback gradually into mobile phones as part of the knowledge iteration between all 

stakeholders. To protect their ideas from being copied, however, mobile phone firms and their 

suppliers prefer to rely on their own capabilities as opposed to legally protect their business. It 

is to note, that this only applies for firms operating in the domestic market. In this case, a strong 

focus on a firm’s own capabilities such as experience or business relationships is key as opposed 

to patents which only play a role to the firm once it internationalizes. 

6.4 Step Three: Business Model Innovation 

In a third step, firms seek to upgrade their capabilities and expand to new markets by adopting 

new business models within the innovation ecosystem. The industry underlies a transformation 

in which firms shift their platform of competition from hardware to software. This triggers firms 

to differentiate themselves through a business-model rather than technology-driven innovation 

approach, since base technology experiences commodification. In a new environment in which 

the interplay of both hardware and software are key to excel as a firm, new business models 

around branding, marketing and R&D play a crucial role for firms to be innovative.  

The findings imply, that to increase profitability in this new environment, domestic market 

players need to develop such new business models by deciding strategically on where to expand 

and how to adapt. 

Strategic choices on where to expand refer to a Chinese firm’s decision-making regarding its 

production quantity, pursuit for complementary expertise from others and branding approaches 

to advance internationally. Such decisions have to be taken separately for operating 

domestically or internationally. Moreover, firms need to wisely choose their focal tasks within 

the product development process in order to capitalize on their strengths. Supporting the 

strategic choices, a company’s ability to adapt to foreign markets and trends in an agile way 

determines its success when expanding internationally. The authors further found, that market 

adaptation is key for firms to successfully enter new markets. To achieve success, a firm needs 

to be of a certain size to cope with the new demand and firm resources need to be available 

when a new market entry is in planning. These endowments and a tailored sales strategy 

determine the resistance of a firm to succeed in the new market. Especially similar markets such 

as India and Africa were found to be targeted by Chinese mobile phone companies since similar 

business models can be implemented there. 
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6.5 Empirical Model 

The empiricism of the case story shows that embedded in the market and government 

environment Chinese mobile phone brands need to undertake three steps to push foreign global 

technology leaders gradually out of the market and overtake their domestic market position. 

Over time, the three steps of hardware engineering, the process of idea creation and BMI 

generate increasing profit margins and help Chinese firms to gain market share by expanding 

their business. Figure 4 illustrates the empirical model. 

 

Source: Authors’ own illustration 

The dynamics which enable Chinese firms to overcome the global incumbents are embedded 

in the industry’s market and government environment. The mobile phone market and 

Figure 4: Empirical Model 
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government environment in Shenzhen appear to be in a state of technology momentum, 

resulting in an anticipation for a breakthrough in new product development. This can be 

explained with the advanced maturity and wide availability of technology in the conducive 

environment in Shenzhen. Further, the government influences the firms which rely on its 

monetary and infrastructural government support. However, the government does not interfere 

in the firms’ innovation process itself.  

To navigate successfully in this uncertain environment, Chinese firms need to follow three steps 

to expand their business and gradually push foreign brands out of the market. 

In a first step of the innovation ecosystem dynamics, mobile phone firms and their suppliers 

develop distinct internal firm capabilities to circumvent the lack of legal enforcement of IPR 

protection and advance towards becoming an innovator. In their pursuit to engineer the most 

advanced products, firms choose to operate in a fluid manner. In other words, the ability to 

adapt rapidly using inclusive processes and a customer-centric focus is crucial for firms. 

Furthermore, relationship-based competition, resource dependency and bounded capabilities of 

the firm owners influence the essential wedded net in which firms are embedded in. Most 

importantly, the import and imitation of global technology leaders’ hardware and software 

enables firms to progress in the environment. Put simply, free-riding on foreign radical 

technology innovation allows domestic firms to leapfrog the initial phase and investment on 

idea creation. 

In a second step, both the overall environment and the firm’s engineering efforts lead to the 

idea creation loop in which Chinese firms circulate new knowledge on products and processes. 

The loop is accelerated by characteristics such as the firm’s ambition to create new knowledge, 

its implicit tacit knowledge and its ability to iterate knowledge in the creation processes. 

Collaborating openly with other local firms in their wedded net supports firms in their efforts 

to improve mobile phones. As long as Chinese firms operate only within their local market, 

they rely on their own internal firm capabilities to protect their newly generated knowledge as 

opposed to legally protect it under the current patent regime. 

The third and most advanced step of the ecosystem dynamics lies in the firms’ ability to 

implement new business models which center around branding, marketing and R&D and 

thereby expand to new markets. By taking strategic choices, firms seek to improve their 
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locational understanding of the existing and new market. The similarity of new markets to their 

own market promotes the successful market entry of Chinese firms. 

Over time, Chinese firms expand the inner three layers of engineering, idea creation process 

and BMI due to the growing domestic market. Engineering lies at the core of this development 

since technology is easier to imitate technology than intangible business models. They only 

emerge at a mature stage of a Chinese mobile phone firm as size and experience play a crucial 

role in the industry. 
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7 Discussion 

This chapter discusses the essence of both the theoretical and the empirical model before 

synthesizing both models. The synthesis shows how both models relate and differ from each 

other. The identified differences between the theory and empiricism spark the core of this study 

and thereby aim to answer the research question and its sub-questions. 

7.1 Recapitulation of the Theoretical and Empirical Model 

In the theoretical model, the firms’ innovation ecosystem is impacted by two factors: the 

government influence in terms of targeted policy interventions and the market restructuring as 

the underlying industry development. Firms need to navigate through the ecosystem by 

developing internal dynamic capabilities and form cooperative, competitive or coopetitive 

relationships with business partners. As a result, both the form and degree of relationships 

coupled with a firm’s internal dynamic capabilities influence the firms’ ability to innovate 

radically. Further, the need for patents gradually increases with an improved innovation 

performance within the local market. Ultimately, firms develop the individual capability to 

expand into new sophisticated markets and climb up the GVC by advancing their innovation 

performance through both incremental and radical innovation. 

In the empirical model, the technology momentum and a resulting anticipation of the market 

for innovation to occur are the underlying factors influencing the innovation ecosystem in 

which mobile phone firms and their suppliers operate. Further, the model indicates that 

uncertainty on government policies impacts the firms in the domestic market. To navigate 

successfully in this uncertain environment, Chinese firms need to follow three steps to expand 

their business and then gradually push foreign brands out of the market: In a first step, mobile 

phone firms and their suppliers develop distinct internal firm capabilities to circumvent the lack 

of legal enforcement of IPR protection and advance towards becoming innovators. They take 

advantage of technology originated by foreign technology leaders and make use of their 

engineering IPR. In a second step, both the overall uncertain environment and the firm’s efforts 

of taking advantage of foreign technology lead to the idea creation loop in which Chinese firms 

circulate new knowledge on products and processes. Ambition and accumulated tacit 

knowledge are key in this step. The third and most advanced step of the ecosystem dynamics 

lies in the firms’ efforts to implement new business models on software and hardware, which 
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centres around branding, marketing and R&D to successfully expand to new markets. By 

following the three steps of engineering, idea creation process and BMI, Chinese firms expand 

and overtake foreign competitors in the pursuit of gaining market share in the Chinese and 

international market. 

7.2 Synthesis and Findings 

To navigate successfully in this uncertain environment, the empirical data shows that Chinese 

firms follow three steps to expand their business and gradually push foreign brands out of the 

market: the upgrade of internal processes, the progression of the idea creation process, and the 

refinement of BMI. The novelty of this study lies in highlighting these dynamics within the 

Chinese mobile phone industry. The theoretical model, in contrast, is merely a static picture of 

the industry. As a result, it fails to address the dynamics on how Chinese mobile companies 

recently make use of agile innovation to advance their capabilities and access new markets. 

Unlike the theoretical model, the empirical model shows these ecosystem interactions in the 

industry which have not been captured by the literature up to this point. 

Chinese mobile phone brands import knowledge and technology from the foreign technology 

leaders Apple and Samsung. By using their technology patented outside of China, they do not 

encounter legal consequences due to the weak legal enforcement in the local market. Patents in 

this regard, embody the state of innovation under the patent regime. In consequence, domestic 

brands freeride on foreign technology and adapt it to inferior hardware of lower quality. 

In a first step, local brands upgrade their engineering and internal capabilities to enhance the 

quality of their products for the local market. In a second step, Chinese mobile phone brands 

adjust their idea creation process through forms of iteration and their ambition to learn and 

progress. This unique adjustment of the idea creation process embedded in the ecosystem 

enables these brands to grow. In a last step, the data reveals the significance of BMI. Business 

models focusing on a firm’s ability to adapt to foreign markets and trends in an agile way 

determines its success when expanding internationally. While doing this, a strong customer-

focus is key to decide on where and how to strategically enter a new market. This allows 

Chinese mobile phone companies to extract larger profit margins and grow. 

Overall, local brands initiate an outward push of foreign brands by originating this push through 

step one of the innovation ecosystem dynamics. The sequential steps are consequently 
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responsible for Chinese firms to gradually overtake global technology leaders: They initially 

provide the technology know-how for Chinese firms, however international brands submerge 

in the growing prevalence of BMI in the Chinese innovation ecosystem. Resulting from this 

development, the market gap between domestic Chinese firms and international technology 

leaders narrows down and will vanish over time. 

The authors further reveal three key findings which the literature on the agile innovation 

ecosystem of Chinese mobile phone firms fails to address. 

The first finding of this research deals with the advancement of Chinese mobile phone 

companies through an upgrade of their internal capabilities: 

The authors find that firms counterbalance the uncertainty stemming from both the 

unpredictable government policies and the industry shift through relying on their firm-own 

capabilities. They need to develop these to advance and defend their strategic position within 

the industry. For example, the authors found several firm-internal capabilities evident in the 

ecosystem which help firms to progress into new markets through innovating successfully:  The 

founder’s boundedness and close personal ties in a net of long-term relationships are factors on 

which firms rely on to improve their innovation performance and thereby advance into new 

markets. This wedded net of personal relationships and its effect on a firm’s idea creation 

capabilities has not been emphasized in the literature. Furthermore, firms rely on their own 

capability to adapt easily and swiftly within the transforming ecosystem in Shenzhen and adjust 

in a fluid and agile manner. More specifically, the firms’ pursuit of an inclusive innovation 

processes, a customer-centric focus and the firms’ task separation contribute to the firms’ 

innovation performance. The close interplay of both the wedded net of relationships and the 

fluid firm behavior on the firms’ capability to improve their innovation performance has not 

been addressed by the current body of literature. 

At a more advanced stage, the authors found evidence that these internal capabilities need to be 

established fully for a firm to leverage their domestic market knowledge and expand into 

international markets. For example, the Indian and African market are primarily targeted by 

firms in the ecosystem due to the similarity of these markets to their home market: The firm-

internal capabilities which serve Chinese firms to shield themselves against domestic 

competitors also play a key role when entering these developing regions. Creating similar 

capabilities is substantial for the Chinese firms to succeed in the foreign market. 
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Finding 1: The firms’ capability to improve their innovation performance depends on their 

establishment of a wedded net of relationships and fluid firm behavior. This helps them to 

expand to new markets. 

The second finding of this study addresses the idea creation process and the BMI. Both aspects 

are integrated in the second and third step of the empirical model describing the way how 

Chinese mobile phone companies navigate within the agile innovation ecosystem.  

This study supports the literature stream which finds that Chinese firms in the ecosystem 

innovate rather incrementally than radically. Most literature, in contrast, strongly indicates that 

it is predominantly radical innovation which allows Chinese firms to expand their business. The 

authors found that these firms cannot afford to innovate radically, despite being aware that 

radical technology innovation is necessary, however only implemented by foreign technology 

leaders. Put simply, highest quality of technology hardware is exclusively accessible to only 

foreign technology leaders, namely Apple and Samsung. Local Chinese brands cannot 

introduce new radical technological innovation to the market without pocketing heavy financial 

losses or substantially threaten their market participation. Hence, radical technological 

innovation is found to be too risky by local brands. The study further reveals that businesses of 

hardware and software alike can indeed enter the increasingly digitized mobile phone market 

easily. However, the fierce competition and low profit margins within this market push most 

firms out again. Instead of competing on a merely software or hardware basis, it is important 

that mobile phone firms have a strong strategic position within both areas. Nevertheless, the 

authors found that a firm does not only require advanced engineering skills to innovate 

radically: radical innovation necessitates employees with skills around business processes like 

idea creation, building strong relationships and know-how to develop firm-internal behavior to 

adapt to a changing environment. As recently identified in the literature, customer’s preferences 

increasingly weigh in a company’s innovation efforts. The authors’ study supports this view 

through revealing that companies in the mobile phone industry seek to incrementally innovate 

around the customer. In short, such incremental changes are increasingly pulled from the 

market, as opposed to the previous decades in which mobile phone hardware pushed new 

technology upon the customer i.e. the relationship between market and technology has been 

reversed. Through customer feedback such incremental changes can be integrated and 

introduced to the market rapidly. Surprisingly, radical innovation in terms of BMI rather than 

technology innovation fits the rationale of Chinese mobile phone brands best. Recent academic 
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discourse lies at the verge of adopting BMI as the underlying explanation for Chinese brands’ 

growing local and international success. The authors support this novel stream of explanation. 

The key role of the customer-centric approach coupled with the growing prevalence of 

incremental BMI in the digitizing mobile phone industry has been widely neglected in the 

literature. Thereby, the authors find that the technology-centric literature on radical innovation 

within the industry seems to be misleading to explain the current ecosystem dynamics. 

Finding 2: Due to their restricted access to superior technology, Chinese mobile phone firms 

rely on incremental BMI and a customer-centric focus to compete with global technology 

leaders. 

The last finding deals with the role of patents. The authors find that the formalization of 

innovative ideas through patents plays a more important role once either the mobile phone firms 

or their suppliers internationalize. In the literature, the emphasis of patents lies on both domestic 

and international operations of Chinese firms. However, the data clearly shows that firms resort 

to patents primarily to protect their intellectual property once they expand to foreign markets. 

In short, firms regard patents as unnecessary if they operate locally. If firms remain their 

operations only in the local market, they tend to rely on their firm own capabilities in terms of 

idea creation, their fluid behavior to adapt to their environment and their net of relationships in 

which they are embedded in. This behavior protects them to get pushed out of the market. 

Finding 3: Formalized IPR protection grows in importance when firms internationalize, but is 

only of minor importance when firms remain in the domestic Chinese market. 

7.3 Answer of Research Question 

The findings of this study support the empirical model and the dynamics that the model portrays. 

A recapitulation of the research question and its sub-questions seems adequate: 

How does the Chinese mobile phone industry make use of an agile innovation ecosystem to 

expand to new markets? 

What are the factors affecting the Chinese agile innovation ecosystem? Which dynamics are at 

play in the agile innovation ecosystem in which Chinese mobile phone firm operate? What role 

does IPR protection play when expanding to new markets? 
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The authors find that the agile innovation ecosystem is affected by the uncertainty on new 

government policies whereas the market underlies an atmosphere of technology momentum 

and anticipation for innovation to occur. Firms experience a technology inflow by initially 

freeriding on patents of foreign technology leaders. These factors require an agile behavior of 

the mobile phone industry firms to navigate in this innovation ecosystem. They make use of it 

by following three steps: First, firms advance their internal capabilities towards the engineering 

process: The close interplay of both the wedded net of relationships and the fluid firm behavior 

support the improvement of the firms’ innovation performance during both the hardware and 

software engineering process. Second, firms enhance their idea creation process and third, they 

apply innovative business models to grow and expand to new markets. During this entire 

process, technology patents of global technology leaders serve as an initial inspiration and point 

of reference for Chinese mobile phone companies to develop their own technologies. As these 

firms go through and mature during this process, they will eventually overtake international 

brands in this agile innovation ecosystem. 

7.4 Implications for Academia and the Industry  

In terms of academic implications, the authors’ work extends the existing body of literature 

around the topic of agile innovation in the Chinese mobile phone industry. It also validates 

findings of previous studies and extends the academic explanation for the advancement of 

Chinese mobile phone companies, their stance in competing with global technology leaders and 

the role of formalized IPR protection for mobile phone firms operating in both the domestic 

and international market. More general, the authors develop a novel illustration of this industry-

specific innovation ecosystem in China. The identified dynamic within this ecosystem is the 

first of its kind in academic literature. It would be interesting to academically display innovation 

ecosystems and their dynamics in related contexts such as the personal computer or drone 

industry. 

This study also has several implications for the mobile phone industry: The authors recommend 

domestic industry players to develop their internal capabilities towards a fluid and inclusive 

behavior when encountering changes in the innovation ecosystem. Using the firm’s 

boundedness and close ties throughout a net of relationships to navigate in this system is key 

for firms to advance their innovative activities in this competitive industry. Another implication 

is that patents become increasingly relevant for firms which operate in international markets. 



 

	

94 

Finally, the authors stress that BMI for firms in China becomes more important. This highlights 

the role of employees with a business education background involved in the innovation process.  

Thus, firms are advised to adapt their internal capabilities, improve their knowledge creation 

process and implement this through business models before internationalizing operations. 

These implications support the relevance of the developed empirical model which gives 

Chinese mobile phone companies guidance on how navigate in the ecosystem to expand 

domestically and abroad. Furthermore, it gives firms the opportunity to position themselves in 

the ecosystem and strategize based on their status quo. Likewise, the model also helps global 

mobile technology leaders to evaluate their competitive stance to prepare themselves against 

growing competition coming from China. 
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8 Conclusion  

This study has shown that the existing theoretical understanding of the Chinese mobile phone 

industry dynamics has not captured the more complex reality on the ground of the domestic 

firms’ ambitions to expand. The authors used Grounded Theory to map the Chinese agile 

innovation ecosystem and devised an in-depth case study to produce an empirically grounded 

model that depicts the ecosystem’s elements and dynamics. 

The model presents a first attempt to conceptualize the agile innovation process in its entirety. 

To the authors’ knowledge, no other academic work contributes such an empirically backed 

model of the agile innovation ecosystem. While this undertaking at the example of the Chinese 

mobile phone industry extends the body on the agile innovation literature, it may also serve as 

a point of reference for organizations operating in similarly agile industry ecosystems while 

seeking to expand to new markets. 

This conceptualization supported the efforts to find out how the firms in the Chinese mobile 

phone industry make use of agile innovation to new markets. Firms follow three steps to do so: 

They start by advancing their internal capabilities towards the engineering process: The close 

interplay of both the wedded net of relationships and the fluid firm behavior support the 

improvement of the firms’ innovation performance during both the hardware and software 

engineering process. Then, firms enhance their idea creation process. Finally, they apply 

innovative business models to grow and expand to new markets. As firms mature during this 

process, they will overtake international brands in this innovation ecosystem and advance their 

strategic stance in international markets. 

Despite the thorough empirical investigation in Shenzhen, the results of this study need to be 

taken with a grain of salt. The authors recognize that this study makes industry-wide 

conclusions based on five pilot and six final interviews. The authors’ objective was to gain a 

deep understanding of the dynamics under investigation rather than generalizing (Corbin & 

Strauss, 2012). It is to note, that academic research in this field is constrained due to the difficult 

access to industry players and their willingness to share information on their innovation and 

development activities. The authors attempted to be reflective and self-critical throughout the 

writing process. However, it is also acknowledged, that using GT is a rather subjective type of 

research method (Corbin & Strauss, 2012). Further, the authors conducted the interviews after 
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they had engaged in a comprehensive literature review about the topic of agile innovation in 

the Chinese mobile phone industry. Hence, the authors acknowledge, that the prior theoretical 

knowledge has impacted the direction of the research (Charmaz, 2008). 

The authors suggest the following areas for further research: A quantitative study on the subject 

would attempt to uncover positive and negative correlations between the factors affecting the 

agile innovation ecosystem. To unveil causation of dynamics, however, a more sophisticated 

approach would be necessary. Furthermore, a broader set of stakeholders should be taken into 

consideration to map the entire innovation ecosystem more thoroughly. For example, 

government officials, local consumers or foreign firms would be worth investigating. 

Moreover, the study captures a unique point in time. As a result, a longitudinal study on how 

dynamics evolve over time would be of interest. To conclude, a replication of this research with 

a larger sample size is likely to result in a higher validity and reliability of the observed 

constructs. 
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Appendix A: Industry Market-Share Comparison Mobile Phone 

Industry 
 

Figure 5: A Market-Share Comparison of Leading Smartphone Brands in China 2012 

 
Source:  Euromonitor International (2016); dark grey color: Chinese mobile phone brands, grey 

color: international mobile phone brands, light grey color: others 
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Figure 6: A Market-Share Comparison of Leading Smartphone Brands in China 2016 

 
Source: Euromonitor International (2016); dark grey color: Chinese mobile phone brands, grey 

color: international mobile phone brands, light grey color: others   
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Appendix B: Data Analysis 
 

Figure 7: Empirical Analysis; Selective Coding Stage 3A 

 
Source: Authors’ own illustration; x-axis = number of identified codes in research sample,  

y-axis = sub-pattern of codes in selective coding stage 3A 
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Figure 8: Empirical Analysis; Selective Coding Stage 3C 

 
Authors’ own illustration; Number of identified codes in research sample in selective coding 

stage 3C 
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Appendix C: Overview Interview Partners 
Table 4: Overview of Interview Partners 

Firm Firm Type 
Pilot or 
Final 

Interview 

No. of 
Staff 

Est. in 
China 
(Year) 

Contact Name, Position 

Swissnex China Foreign affairs, 
academia 

Pilot  25 2007 Lijun Zhang, Innovation and Technology Project Leader 

OnePlus Chinese mobile 
phone brand 

Pilot 900 2013 Juha Rytkonen, Head of Business Development 

Shenzhen Open 
Innovation Lab 

Accelerator, 
incubator 

Pilot/Final  11 2015 David Li, Founder & Executive Director 

University of 
Michigan 

Research 
institution 

Pilot 11 2015 Silvia Lindtner, Assistant Professor University of Michigan 

Meizu Chinese mobile 
phone brand 

Pilot 4000 2003 Claire Yajing Xie, Strategy Analyst 

OnePlus Chinese mobile 
phone brand 

Final 900 2013 Szymon Kopec, Software Product Manager 

Hao Nian Hua Component 
manufacturer 

Final 80 2008 Gary Suen, Vice General Manager  

Artop Inno Design and 
manufacturer of 
mobile phones 

Final 1000 2008 William Du, Chief Technology Officer 

Meizu Chinese mobile 
phone brand 

Final 4000 2003 Alexander MacGregor, International Marketing Executive Manager 

Sintave Technology 
Group Co., Ltd. 

Manufacturer of 
mobile 
equipment 

Final 3600 2002 Jack Miller, Managing Director 

Source: Authors’ own illustration
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Appendix D: Interview Guides – Pilot Interviews 
 

Table 5: Pilot Interview Questions for Mobile Phone Companies 

Topic Pilot Interview Questions for Mobile Phone Companies 

Intro Could you briefly describe your role in [Company Name]? 

Tech Innovation How does your company deal with technology innovation 

(departments/teams/team size/team member profiles/steps)? 

Innovation Team How is the decision-making process within innovation team? 

Product 

Development 

Launch-Test-Improvement Cycle: What role does customer/market 

feedback play? 

Innovation 

Environment/Agility 

Do you think there has been increasing innovation pressures i.e. 

speed to innovate, in recent years? If so, how does your company 

feel this pressure? 

Network How does the supplier structure/ecosystem/environment of the 

innovation team interact with them? (How many levels of contacts 

between them) 

Innovation 

Environment/Agility 

What do you think facilitates/constrains technology innovation 

speed? 

Source: Authors’ own illustration 

 

Table 6: Pilot Interview Questions for Industry Experts 

Topic Pilot Interview Questions for Industry Experts 

Intro What is your role at [Institution name]? What is your research 

expertise? 

Tech Innovation in 

China 

What is your opinion on technology innovation in China? 

Chinese Mobile 

Phone Industry 

How would you describe the mobile phone industry in China 

(dynamics/trends)?  

Who are the dominant key players and why do you think they 

dominate the market? 
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Innovation 

Environment/Agility 

Which role do you think innovation plays in Chinese mobile phone 

companies? And How do Chinese mobile phone companies 

innovate? 

Do you think there has been a trend towards increasing innovation 

pressures i.e. speed to innovate, in recent years? 

Source: Authors’ own illustration 

Appendix E: Pilot Interviews Transcripts 
 

Swissnex China 

Name: Lijun Zhang 

Position: Innovation and Technology Project Leader 

Audio File ID: Swissnex China – Lijun Zhang.m4a 
Topic Pilot Interview Questions for Industry Experts 
Intro 1. What is your role at Swissnex? What is your research expertise? 

- Project Leader Innovation and Technology in China  
- Swissnex is helping Swiss technology startups to enter the Chinese 

market, Swissnex organizes workshops with university and business 
experts on many tech topics e.g. Fintech is popular at the moment, 
Swissnex helps Switzerland understand China [CN] and spot investment 
opportunities 

Tech Innovation in China 2. What is your opinion on technology innovation in China? 
- technology innovation in CN is buzzword 
- pattern of innovation in CN is different from the West 
- 2 voices: China copying vs. China innovating 
- The western innovation model differs from the Chinese one: China’s tech 

industry is growing and developing fast to become a leader. In China, it 
is incremental innovation that counts. Chinese firms “make more with 
less”. In contrast, in the US it is radical innovation. 

- Global Innovation Index: climbing up value chain of innovation 
- Innovation efficiency ratio: strong in transferring input to output with 

limited resources 
- process innovation 
- Technology foundation in CN not as good as in the West; technology in 

CN is inferior to Western companies.  
- Guangzhou/Shenzhen:  

o People are willing to take more risk, despite limited input is 
available.  

o In CN firms, staff may not be well educated (Shanzhai) and 
firms use cheaper components.  

o However, Chinese firms are good in “thinking for themselves” 
as opposed to academic education e.g. in Shenzhen this is the 
case: People may not be engineers (or have PhD), but they 
understand the supply chain i.e. how to create a smartphone.. 
Therefore they can quickly source components overnight and 
add more functions.  

o These added functions are not of a disruptive nature, but they are 
very useful. The added functions may have limited use/demand 
within the market. 
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- 3 types of innovation: 
o process innovation: mainly in manufacturing (South of CN) 

where they increase efficiency by sourcing most advantageous 
material and processes 

o service/business model innovation: Example of 1) gaming 
industry (industrious innovation): Games are for free, but in-
game buying of virtual tools leads to gamers addiction → intl 
firms copy this business model 2) WeChat is not Whatsapp’s 
copycat: WeChat offers variety of free services. CN is having a 
leading role in business model and service innovation 

o technology innovation: there exist progress, but it’s not as strong 
as in West. Funding mainly goes to SOE’s research labs 
(however not much outcome seen), China is Number 2 spender 
of R&D: 2,1% of GDP on R&D (US is Number 1). CN will 
surpass US by 2020. 

- strong start-up scene in Beijing and Shenzhen 
Chinese Mobile Phone 
Industry 

3. How would you describe the mobile phone industry in China 
(dynamics/trends)?  

- It is moving fast domestic market with many local brands 
- domestic brands not famous but produce cheap smartphones <1000CNY 
- >800m smartphone users in CN that all use media and high circulation 

pace of smartphones 
- even people in villages can catch up 
- Rankings: #1 Iphone, #2 Samsung are used by mainstream. 
- Huawei, Lenovo, Xiaomi are for young and middle class 
- Yijia (OnePlus) you get value for money 
- mainstream market dominated by intl brands but domestic brands are 

catching up 
- majority of CN brands is unknown to public 
- Shanzhai in South China (Dongguan): cheap phone with many functions, 

quality low 
- french engineers: design exchanged for share in company, smartphone 

now sold in France ranking #3 in France, manufactured in Shenzhen 
- international brands take advantage of manufacturing in CN 

4. Who are the dominant key players and why do you think they dominate the 
market? 

- This depends on customer segment 
- mainstream/middle class: Iphone 
- Huawei P10 very popular at the moment (seen on WeChat Moments) 
- Xiaomi’s glory is fading 
- customers change to different brands 
- Samsung used to be popular 10 years ago, but now negative news and 

political reasons between CN and Korea 
Innovation 
Environment/Agility 

5. Which role do you think innovation plays in Chinese mobile phone 
companies? And How do Chinese mobile phone companies innovate? 

- every 1-3 months companies innovate 
- technology important e.g. fingerscan is standard now, customer is picky 
- software keeps changing: Apps integrated in phone changes 
- most popular apps are integrated in phone when you buy it 
- leave home without wallet but never without phone (like a personal 

assistant) 
6. Do you think there has been a trend towards increasing innovation 

pressures i.e. speed to innovate, in recent years? 
- companies need to stay innovative 
- manufacturers do not want to lose their position to integrate more 

advanced technology 
- dakuda: use camera to scan document 
- in future more tech will be integrated 
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- supply chain management and sourcing: improvement and increase in 
efficiency and material will come 

 

OnePlus 

Name: Juha Rytkonen 

Position: Head of Business Development 

Audio File ID: OnePlus – Juha Rytkonen.m4a 
Topic Pilot Interview Questions for Mobile Phone Companies 

Intro 1. Could you briefly describe your role in OnePlus? 
- Head of Business development globally at Oneplus  
- Taking care of sales and distribution channels, expanding the brand and 

alliances 
Tech Innovation 2. How does your company deal with technology innovation 

(departments/teams/team size/team member profiles/steps)? 
- Philosophy: innovation is not only performance driven but innovation is 

only being done if it makes sense to consumer   
- “No innovation only for the sake of innovation” 
- Development without looking at backward data but rather looking at 

future potential; quite a practical approach towards the innovation process 
- 700 employees within the company, 450 of them are engineers 

Innovation Team 3. How is the decision-making process within innovation team? 
- There is always a strong leader in the team who is making the big 

decisions  
- Teamwork in China is always influenced by the big leader in the back  
- Management style can be compared to 1990ies style in the Western world 
- Philosophy: “Managing things with fear” 
- Due to rapid growth of companies, the company culture can struggle in 

keeping up with the rapid development of the company  
- OnePlus: from the beginning the company was made for the Western 

Market with a big Western Team (one of the co-founders is from 
Sweden); the product site is 90%  

- Expansion: #1 is India, then Europe and then the US  
Product Development 4. Launch-Test-Improvement Cycle: What role does customer/market 

feedback play? 
- Strong point of OnePlus  
- Fans of the products  
- Start of the company is by receiving an invitation to buy the product  
- Ambitions were 30 000 phones within the first year but turned to 1.5 mio 

phones within the first year  
- Community build around the software: very active work with the fans to 

do closed Beta-testing, open Beta-testing; listening to consumer feedback 
- Net Promoter Score (how many people would recommend the phone) is 

highest within the industry  
- “We don’t do innovation only on the sake of the innovation. There needs 

to be a consumer saying that it makes sense, I would like that” (min 16.30-
16.40). 

- when new features come out consumers can give feedback if it is good or 
bad and then software will be adjusted according to the feedback 

Innovation 

Environment/Agility 

5. Do you think there has been increasing innovation pressures i.e. speed to 
innovate, in recent years? If so, how does your company feel this 
pressure? 

- In general: government drives innovation; lot of funding for tech 
companies  
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- Pressure on Chinese market focus and increasing competitive market; 
China as the most competitive market drives innovation towards more 
innovative products but also the business model  

- ZTE, Vivo, Huawei, Oppo, OnePlus being able to change the structure of 
the market – Chinese companies have taken the lead over Samsung and 
Apple 

- IOT in China has a lot of potential, especially Huawei is changing the 
way how things are done  

- China is a very “mobile” and online country → future of how things are 
being done (e.g. Tencent and mobile phone payments)  

Network 6. How does the supplier structure/ecosystem/environment of the 
innovation team interact with them? (How many levels of contacts 
between them) 

- Supply Chain is highly important  
- Lot of new innovation comes from suppliers that not everyone has access 

to  
- Only strong companies have access to components which are highly 

innovative 
Innovation 

Environment/Agility 

7. What do you think facilitates/constrains technology innovation speed? 
- Bigger technology trends like AI and VR are driving innovation and how 

they are used 
- Trends drive increasing need for companies to introduce the assistance 

and ways to explore technologies of the future 
- Some innovations also go away e.g. bigger screens and better resolution 
- Biggest trend: Augmented Reality and AI is pushing for the future 

Additional Question 8. How does OnePlus deal with the political environment 
(restrictions/opportunities)? 

- Country is being changed towards innovation and more opportunities are 
given and pushed by the government side due to 5-year plan  

- Companies do not need to handle policies as such  
- Another trend is towards entrepreneurship: more young people admire 

“Doers” and entrepreneurs than people only pursuing to work for the 
government  

- Small start-ups are being bought by the big players e.g. Tencent/Alibaba 
and then put into the bigger picture 

- Chinese companies are buying everyone else and get market share but 
also innovation: it is driving innovation  

- “By the end of the day it is the competition. It is the competition inside 
the country that make you do things that then are extremely giving you 
kind of a competitive advantage if you then happen to be a company that 
will reach out outside China” (22:37-22.56). 

- Oppo is a good example of being successful by taking over market share 
in China and taking those learnings over to India and South-East Asia; in 
those countries companies were not prepared for such a competition; 
India is the market with the highest competition/ fight for market share 
right now  
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Shenzhen Open Innovation Lab 

Name: David Li 

Position: Founder & Executive Director 

Audio File ID: SZOIL – David Li - Pilot.m4a 
Topic Pilot Interview Questions for Industry Experts 
Intro 1. What is your role at SZOIL? What is your research expertise? 

- role as executive director of SZOIL 
- Shenzhen as an open innovation lab 
- SZOIL is a Lab of partners 
- “Shenzhen is very unique.” 
- 80% of global mobile is developed in one city  
- global mobile users are 4-5bn 
- one city on earth is producing 87% of global mobile phones 
- not just top down approach in SZ(e.g. Apple) 
- it is everyone coming up with the ideas 
- cooperative/layered ecosystem: “you can come in and grab partners from 

all sectors to take your idea to production”. This is foundation of agile 
production. 

- past few years: in early 2000 only the big companies (10-15 globally such 
as Nokia, Siemens, Philips, Alcatel, Japanese brands such as Panasonic, 
etc) could decide which mobile phone gets to the market 

- Shenzhen made the shanzhai phone. Shanzhai phone is expected to grow 
this low number of companies to above 10000 to decide which mobile 
phone will go to market 

- for every niche there is a phone (e.g. farmers in China, villagers in Africa, 
small city in Indonesia) This is how the agile system is building up. 

- agile system: open, cooperative and sharing  
- globally maker movement is expanding this number (pushing number to 

millions) 
- Shenzhen ecosystem vs global maker movement intersection has not been 

smooth due to misunderstanding what manufacturing and startup is. This 
is why we established the SZOIL 

- 2015: establishment of Shenzhen Open Innovation Lab as Joint Venture: 
industrial design innovation and Intel maker platform 

- understanding global startup and Shenzhen ecosystem 
- Hack matters thinktank: look what bottom-up innovation/agile 

production how they will interact (research from the SOIL) 
- Before it was a niche but now it is an emerging research topic 
- not like dominant narrative on how innovation looks like: Agile 

innovation is bottom up, cooperative, incremental, rapid, iterative → 
agile system providing accomplishment  of Shenzhen 

 
Tech Innovation in China 2. What is your opinion on technology innovation in China? 

- Development of mobile phone is one of a unique products 
- product has unique value proposition 
- When people adapted products it took a while 
- In regards to phones the adaptation is very unique  
- “How much does it cost” is the question asked by all people in developing 

countries → creates an interesting area to cut into this  
- China can push this (which is ignored by the global brands); small 

attention was paid to developing markets by Western phone companies. 
They focused on European and North American market.  

- Different rule of innovation: It is not about how good is your phone, rather 
it is about how cheap it is 

- the industry is coming to scale  which propels companies 
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- Tech has become a commodity 
- traditional approach of Qualcomm deal with mobile phone developers: 

Development board; get vendors and get engineers to size it down to size 
of mobile phone  

- Qualcomm and Media Tech (MTK) 
- new approach (Shanzhai): not design for global market, but very localized 

(design for Indonesia, Africa etc.) no need to hire large engineer team, 
components can be bought in open market → the ecosystem: new tech 
solution house 

Chinese Mobile Phone 
Industry 

3. How would you describe the mobile phone industry in China 
(dynamics/trends)?  

- Design phone to go to certain areas  
- But no company can afford to spend too much money on engineers; it is 

about Business model innovation! 
- Buying components for the market is how to innovate Business model 
- MTK’s Technical solution house (production ready via 10 key design): 

change size and build according to what you want: They are doing all 
variations 

- “Innovation doesn’t go from 0 to 100 overnight from one person.(…) 
Steven Jobs was a latecomer in terms of the game of the PC. Traditionally, 
market selected one winner takes it all. But with this global market it is 
not. As long as you make the phone they can afford, you have billions of 
users ready. It is no longer commodification of technology. “The 
engineers no longer drive the development.” 

- since market for mobile phones is so big, it propels companies like MTK 
to become one of the cutting edge technology: steals commodities. It is 
still commodities. 

- “We are entering the era where technology is a commodity. Technology 
is no longer a competitive advantage, it is a commodity. It depends how 
you leverage and use it.” 

4. Who are the dominant key players and why do you think they dominate 
the market? 

- First layer: MTK; Qualcomm; Samsung produce the basic chips which 
are the foundation 

- Second layer: 10 000+ solution house 
- last layer is the new brands: example Xiaomi, Meizu 
- This changes very fast: 
- Vivo and Oppo are now #4 and #5 in global sales in phones (just within 

2 years) 
- In and out of brands – this is characteristic for the Chinese ecosystem: 

intro a new brand, but Vivo and Oppo also diversify. Example OnePlus 
of dominant player: wholly owned subsidiary of Oppo  

- Development becomes very easy: Huawei can enter the game. Vivo and 
Oppo can catch up: Tech is about commodities  

- It is not interesting to ask who is the dominant player: brands come and 
go fast 

- One big part of this is making it agile by making the technology a 
commodity. 

Innovation 
Environment/Agility 

5. Which role do you think innovation plays in Chinese mobile phone 
companies? And How do Chinese mobile phone companies innovate? 

- Look at the word “innovation” 
- People mistake innovation with the technical breakthrough of innovation 

- however it has become a commodity now 
- Technology is still going fast but it doesn’t change the fact that it is a 

commodity  
- therefore, there is a shift of technology innovation towards business 

model innovation: technology to branding technology to niche market 
and technology insights are key. We are allowed to create a very vertical 
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niche of mobile phones. It is important to create a niche for a mobile 
phone 

- Bottom-up: start with looking at market (marketing, sales, design 
thinking, branding, etc.) this is where Chinese innovation is happening. It 
is not engineering one needs to look at first. 

- 43% of the market belongs to Apple and Samsung. 
- Huge diversification of market 
- It is not: can I make the phone and do I have the best technologies? → It 

is not a technology object but we are way past that point 
- traditional understanding of innovation is technology. However, we have 

to start recognizing innovations in a different sense: If I need to do mobile 
phone, its is not engineering i have to think of first. Rather, it is where is 
my market/who do I serve → Design thinking, branding, marketing 
(things taught in MBA programs) → that skill set is the dominant area of 
innovations 

- E.g. Steve Jobs who is not an engineer who is successful 
- Not one person who is leading the industry who is leading the change of 

industry AND is an engineer 
- Public view needs to change on that 
- TNCO - “Transmissions” is brand. is #1 mobile phone company in Africa 

(50 mio units/year). Although gigantic, nobody talks about it and how 
they can become the biggest company in africa 

- Innovation: deliver the need to customer 
- Mobile phone is all about business model innovation, it is not technology. 

The ecosystem will take care of the technology.  
 

6. Do you think there has been a trend towards increasing innovation 
pressures i.e. speed to innovate, in recent years? 

- They cannot get any faster: Now, average to get phone to the market is 1 
month 

- innovation is when people did not know they needed a feature before. 
This is the innovation narrative. 

- Even with iphone: took quite some years for consumers to accept smart 
phones 

- Innovation happen everywhere but are very niche and localized  
- Chinese ecosystem: if one innovation works it will spread around the 

entire ecosystem over night → that’s where the “open” makes sense 
- Apple now is lacking behind in adapting new technologies (e.g. dual 

camera was in China 2 years before Apple introduced it, Huawei adopted 
the touchscreen first) 

- feature experimented and validated technology in China before it goes 
anywhere else 

- not true, localized need is fulfilled by open system. 
- Example: In Africa you can get an Android phone that lasts for a week 

(big battery is made for Africa). huge battery will never be in 
Chinese/European market, because the market niche is the thinner the 
phone the better (attached to battery patch) 

- Speed of innovation is now even accelerating, but not  in terms of its form 
of feature, more in terms of how specifications fulfil the need of people  

- We still think mobile phone innovation in terms of technology and not 
business model innovation.  

- Today for every internet innovation nobody gets excited about new 
website: entire internet platform is commoditized → technology is not 
relevant/visible for the end user. internet is all business model innovation. 

 
Additional Question 7. How do Chinese mobile phone companies innovate? 

- Cooperative innovation:  
- Layer 1: tech providers, Hi-tech but commodity (e.g. Qualcomm) 
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- Layer 2: on top of that huge amount of OEM/ODM manufacturers as 
service 

- all do innovation in their area (production etc.) only materials, methods 
differ 

- Layer 3: how do you cooperate/how does everyone come in and leverage 
system: /Chinese vs US/DK -> national boundaries disappear 

- they need to leverage manufacturing as a service 
- How do you cooperate and leverage the system?  
- Chinese vs. other countries: national boundaries disappears/has been 

broken 
- Vico is #2 in France: JV China and France  
- How come there is no business study case? Only 6 years old but took 

Apple’s position in French market 
- Not about technological advancement (better than Apple for instance) but 

by being French (design) as a phone. important way to look at how global 
players recognize commoditization of technologies 

- Manufacturing service and leverage that and going into new opportunities  
- India: Samsung and Apple are only 12% market share and is shrinking 
- India has hundreds of  phone brands (operated in special regions) and 

Chinese companies are taking over the market in JV mode 
- National boundaries of innovation: agile ecosystem is 

flexible/cooperative. You can just come in and leverage the Chinese 
model of Innovation.  

- Whoever owns the brand and creates added value is where the new 
innovation is happening. 

- Success of Vico shows it: ripping the success of local companies. Vico 
success did not trigger wave of localized European brands coming up in 
France. 

 

University of Michigan 

Name: Silvia Lindtner 

Position: Head of Business Development 

Audio File ID: Univ Michigan – Silvia Lindtner.m4a 
Topic Pilot Interview Questions for Industry Experts 
Intro 1. What is your role at University of Michigan? What is your research 

expertise? 
- 6:55 Main affiliation: Assistant Professor at School of Information the 

University of Michigan 
- Began doing research in 2007 for dissertation in China; 2009 and 2010 as 

a PhD student (ethnographer)  in the creative industry, arts, design and 
entrepreneurship. This is when met with David Li of SZOIL. Through 
ethnographic engagement started to begin partnerships and collaborations 
with different people, one of whom is David Li. Together with Ana 
Greenspan at NYU Shanghai we started a research collective called 
Hacked Matter.  

- The three of us have been doing workshops, conferences and research 
together around topic of making open innovation, manufacturing and 
what it means from a China perspective.  

- Typically the framing is “the West teaches other regions how to do these 
things”. Our perspective was more what China has to offer. This was the 
premise of Hacked Matter. 

- my relationship to SZOIL: I am not directly affiliated with it, but Hacked 
Matter as an institution is a partner of the open innovation lab. This means 
that I continue my collaborations with David and continue to do research 
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together. I travel to Shenzhen for field work during the summers and 
winter for some months at a time.  

- My approach to this is a scholarly research perspective. This overlaps 
with questions of design and making. I have a background in Design from 
college in Austria. I use methods from design and making. My approach 
is long-term ethnographic research that engages both with the practices 
on the ground to study “Why making? Why making right now? Why 
China? Why manufacturing and making?” I also look at policy and how 
policy shifts are embedded in this. Typically ethnographic research. 

Tech Innovation in China 2. What is your opinion on technology innovation in China? 
- 10:37 one of the things I’ve been working on over the last few years is to 

broker between China and Western scholarship/practitioners in the tech 
and design communities to sort of challenge and intervene in how people 
outside of China typically conceive tech innovation. my perspective on 
this is by engaging with technology production and production culture in 
China we can learn about innovation.  

- We can open up innovation towards other types of meanings rather than 
just preconceived notions that have become very dominant. By that I 
mean, when we think of technical innovation we typically think about 
particular regions like the Silicon Valley or Berlin, or start-up culture, 
Apple Iphones. These kind of images come to mind often when you ask 
anyone when you ask “What is tech innovation?” Some would name 
some sort of tech firm. When it comes to the question on what tech 
innovation is in China: China is sort of the other side on what enables tech 
innovation is in the West to happen in first place. Without manufacturing 
and that kind of expertise in production in China, we would not have tech 
innovation in the West either.  

- It is kind of the mirror image in some ways what enables innovation 
practices in one place also hinders innovation in another place (innovation 
in manufacturing, engineering and so on). this symbiosis that has always 
been there since the history of outsourcing, there has always been a 
symbiosis between Western tech companies and Chinese manufacturing 
and innovation in that space. 

- Now it begins to shift: China itself is re-positioning.  the Chinese 
government has long been aspiring, basically since China joined WTO in 
2001, to build a creative industry to move from made in China to created 
in China. so tech innovation has also become part of the political 
discourse. china has become sort of a nation-building project where 
Chinese politicians position tech innovation as crucial for China to 
position itself as a global leading economy. China produces and also 
innovates and creates. 

- tech innovation has become more complicated: it is embedded in political 
aspirations to reposition China and it is part of a geopolitical power game. 
it is not just China, but also European Union talks about innovation. 
innovation is the term of today’s world where nation states compete for 
leadership. it is a very empty but also powerful term. it brings different 
aspirations together under one frame.  

- I have been really interested in innovation practices that happen in 
Shenzhen that are not typically thought of as innovation or they do not 
look like Western innovation or might have and uncommon approach to 
innovation. There, I particularly look at Shanzhai culture and this kind of 
enlisted forms of experimentation that are happening. 

Chinese Mobile Phone 
Industry 

3. How would you describe the mobile phone industry in China 
(dynamics/trends)?  

- 14:56 Mobile phone industry had its peak in 2008, which was when 
Shanzhai, mobile phone production culture was at its peak. By that I 
mean, the kinds of experimentations around smart phone development, 
building on the infrastructure of the Iphone etc. building on this know-
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how and expertise and making it available to a much broader market. That 
was the peak of Shanzhai mobile phone production in 2008.  

- This began with IPhone copy cats, derivatives, unique smartphones and 
feature phone creations that were designed for niche markets that 
companies such as Apple, Nokia did not think of nor target. Smartphone 
or feature phone production at that time was aimed at getting migrant 
workers who could not afford a cool smartphone, they could afford a 
feature phone. Expand it from there to other markets to Africa or India 
and so on. What we see happening today in Shenzhen is what came out 
of earlier experimental, kind of prototyping, building on existing sort of 
mobile phones platforms that came out and were developed by brands 
like Apple and Nokia.  

- As it evolved out of these kinds of knowledge, is like a baby industry 
which is now catering to all kinds of markets both inside of China and all 
over the world. Over 90% of all of our electronic products come out of 
Shenzhen (designed and made there). this is not just smartphones, but 
smartphones are a big part of this. Smartphones are the more well-known 
part of it.  

- All sorts of new brands you see, are now Chinese ones. That did not come 
of that sort of design studio, separated from the manufacturer. But really 
the factories that built their own brands. one of the first examples of that 
is HTC. this was basically a contract manufacturer that turned into an own 
designed brand.  

- Other companies like Xiaomi and Oppo are basically doing the same 
thing: but they are designing for markets in the West and outside of China. 

4. Who are the dominant key players and why do you think they dominate 
the market? 

- 18:11 There are multiple players in the smartphone industry. there are still 
the familiar players (e.g. Apple; Foxconn). What enabled the mass 
Shanzhai production was all other kinds of players. How Shanzhai works 
in the feature phone production is that it is a multitude of players. For the 
longest time, there were not only one or two players how we typically 
think about it in the West.  

- There were all sorts of entrepreneurial activities: People working in 
manufacturing who gained knowledge in engineering and design and 
building factories, who were realizing that there is a gap in the global 
economy of electronic production. Apple and Nokia worked with 
Foxconn they produced on a mass scale millions of devices. 

- However, what about all customers who don’t want millions of devices 
but want thousands or hundreds of thousands of devices and keep it 
towards them. this idea emerged around 2006-2008 (peak) where people 
began setting up their own factories and there were thousands of different 
factories including design solution houses, assemblies, vendors, 
component producers.  

- Thousands of small/large/multi- scale entities began working together. 
Foxconn is a contract manufacturer that integrates production in its own 
company. What led to the mass, Shanzhai type production was a 
multitude of companies that worked together. It was not just one company 
that made one phone. 50 companies together were involved in making 
one phone. that’s why the question of key players is somewhat tricky 
because there are so many different players that are feeding into that 
system.  

- What has changed over the last years is that brands have emerged (Oppo, 
Xiaomi, Vico). These Chinese phone brands are now considered key 
players. Xiaomi for example put a lot of work into branding themselves. 
Now they are seen as the key player in this space.  

- Even though these are the more visible players, all other entrepreneurial 
activities and actors are important for the system to run smoothly. Even 
if they are not visible, they are also key players.  
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- Another key player is the government. Shenzhen, when it comes to 
economic development, is tied to government policy and planning. 
Historically, Shenzhen was a plan and experiment by Deng Xiaoping 
when China opened up. Therefore, therefore it was always the kind of 
land of ability - it was still under control of the Beijing government in 
some ways. there is this constant stance happening in Shenzhen between 
experimentation and informal practices and official intervention and 
planning. this is true for any kind of business in China, that government 
is always a key player. 

Innovation 
Environment/Agility 

5. Which role do you think innovation plays in Chinese mobile phone 
companies? And How do Chinese mobile phone companies innovate? 

- 23:15 One thing I have become interested for my research over the last 
few years is similar to your question. I was for the first time in Shenzhen 
in 2012 and went to Huaqiangbei electronic market and found funny 
looking phones (Hello Kitty or car shape). They were all functioning 
phones. Who makes these phones and why are they made and why are 
there so many of them?  

- Let’s say you go to the electronic market this month. Three months later 
you won’t find the same things, you probably even can’t get it again. That 
is how quickly the market are changing.  

- I was curious on the scale and speed is really interesting so what goes into 
this kind of innovation. I spend a lot of time with people who are dealing 
with Shanzhai products that do not necessarily have a big brand and are 
designed for these niche markets. I found that, what goes into this 
producing is kind of open/sharing culture applied to manufacturing. this 
means, there is different entities and actors that make up the Shenzhen 
manufacturing culture and the system. How they work together is that 
they openly share what the resources and components that are going into 
a particular commodity.  

- Take one of these Shanzhai phones, open it up, and there is a PCB (printed 
circuit board) inside. You won’t just find this phone with the board inside, 
you will also find the companies that make these boards. These are called 
reference boards or Gongban in Chinese. Gongban (public board): 
companies or distribution houses release these boards openly and for free. 
You can get a board, look at how it is made and say you want exactly that 
board for your own phone. Instead of Hello Kitty shell you can get your 
own shell. You get a unique phone even though it doesn’t exist yet.  

- If you like a small modification instead of 1 camera you want 2 cameras, 
or if you want instead of 1 SIM card slot you want 2 slots. This is a fairly 
easy add-on and the company would produce that for you and you have a 
new phone.  

- This was mechanism of Shanzhai and the Shenzhen ecosystem what led 
to to fairly quick and rapid cycle of production of similar phones, which 
had incremental differences. 

- small changes for small batch production tested out the product on the 
market. if you send out 3000 pieces and see that people buy it, then if 
people buy you send more or if not then you modify it and try again: 
experimentation. what is underneath this is the open/sharing model that 
enables the agent to build on something that is already made. Even if you 
never made a phone (WSJ article) 

- and what has happened over the last 10 years is that companies buy all 
around the world (such as Walmart) no name brands: quick, rapid 
iteration, micro-scale innovation - That characterizes innovation in the 
cell phone business today. This experimentation that was possible there, 
led to the emergence of new brands designed for new markets (Oppo, 
phones for Africa, Techno Mobile popular in Africa). 

- these phones or designs are specifically for niche markets. Techno Mobile 
phones for example comes with an advertisement that advertises the 
camera of that phone. When you look at ad: black women captures dark 
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skin subjects in low light conditions. No iphone does that well, they are 
all discriminatory. Techno Mobile phone is a featured phone in that sense. 

6. Do you think there has been a trend towards increasing innovation 
pressures i.e. speed to innovate, in recent years? 

- 29:26 Speed is an interesting topic 
- Notion of Shenzhen speed: term was coined in 1980 when Shenzhen was 

declared experiment with Deng Xiaoping and was allowed to develop in 
capitalist manner (people were for the first time in China allowed to 
become entrepreneurs) 

- Capitalism works through speed (close to HK and open to foreign 
investment) family lineatures: family members who worked in HK 
supported family on mainland. Taiwanese /other Asian regions invested. 

- Chinese government put SEZ next to HK due to financial resources there 
- Shenzhen speed was coined when DXP came back to visit Shenzhen: 

“this is Shenzhen speed, this is what you can do here”. Shenzhen speed 
often used when describing SZ today. It shows how much SZ is embedded 
in the global capitalist market. Demand is popping up from consumers all 
over the world. corporations are trying to feed this demand as desire for 
electronic commodities. 

- Shenzhen’s informal, illicit experimentation has become agile and 
flexible in adapting to these kinds of market demands.  

- Speed, this attitude of experimentation, is very important to any 
company that wants to intervene in the market of open hardware 
industry (speed + bringing product to market quicker as competitive 
advantage) → this is why start-ups come to Shenzhen because it 
concentrates spirit of speed and this is something they can learn from 
Shenzhen. 

 

Meizu 

Name: Claire Yajing Xie 

Position: Strategy Analyst 

Audio File ID: Meizu – Claire Yajing Xie.m4a 
Topic Pilot Interview Questions for Mobile Phone Companies 
Intro 1. Could you briefly describe your role in Meizu? 

- Meizu is divided in 2 parts: software and hardware 
- Claire’s role is strategic analyst in the software development 
- Helping the multimedia team (innovation products) and evaluate if it is a 

good business field to enter (e.g. channels to enter the field; already 
existing products; improvement to become more competitive) 

- Claire describes her role as a product manager (deciding the strategy for 
the product) 

- After 2015 increasing development (most people did not have a smart 
phone before 2015) → challenge: how do persuade people to buy a new 
product? 

- Now upgrades and competition on software part (not anymore on 
hardware part) 

- Trend in Chinese market: innovation in software is copying according to 
Claire 

- Example: payment with QR code as an emerging trend (competing with 
banks) 

- Companies are getting more into services in general (making money by 
in-app purchases) 

Tech Innovation 2. How does your company deal with technology innovation 
(departments/teams/team size/team member profiles/steps)? 
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- Hardware: the services are more complicated  
- Example camera: very important that camera is good 
- Very technical side of mobile phone production 
- Meizu wants to include services that already existing apps have (e.g. dog 

filter of Snapchat) → e.g by buying from other companies  
- Software is easier to innovate; what can be copied from other apps  
- “What kind of product features we can copy, we can take to develop our 

own products. Because the software like app, things just happen like there 
is one pioneer, one star in the market and other companies just figure out 
if they take a copy from it or what they can learn from it. They just find 
out the potential features.” (min 8.50-9.31) 

Innovation Team 3. How is the decision-making process within innovation team? 
- In-house decision usually made regarding the products 
- Strategy analysts and in-house consultants help making decisions 
- “It is kind of the Chinese Way. So the Decisions are made by the Vice 

President. In the whole company, we have like 3-4 Vice Presidents and 
our Vice President he is fully in charge of the software system. So 
basically, he himself says yes or no concerning the decision for the 
software system.” (min. 16.35-17.09) 

- Head of the software team has a strong connection to the Vice President 
Product Development 4. Launch-Test-Improvement Cycle: What role does customer/market 

feedback play? 
- Meizu looks at what they can learn from them including consumer 

research (asking about features and if consumer likes → focus groups in 
big cities) 

- Evaluate if enough money and people available to launch innovation/ the 
new product (takes 3 to 6 months)  

- iteration process to improve products  
- easier to do iteration in software than hardware  

Innovation 
Environment/Agility 

5. Do you think there has been increasing innovation pressures i.e. speed to 
innovate, in recent years? If so, how does your company feel this 
pressure? 

- Yes, pressure is strong 
- Pressure hit in 2016: more than 100 products on the market 
- “If you want to survive you have to be really quick.” (min. 13.06-13.09)  
- If it takes 3-4 months for a consumer to learn to operate the product it 

would be a failure 
- Desire to build own apps which consumers can download to phone 
- Building own value is important to compromise regarding the products 

(tradeoff between quality vs. timeliness) can lead to conflicts within 
company  

Network 6. How does the supplier structure/ecosystem/environment of the 
innovation team interact with them? (How many levels of contacts 
between them) 

- Claire says she has no knowledge about it as she works mainly in the 
software area  

- Software is based on Android which is open source, therefore they are not 
a supplier (no communication and finances towards them) 
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Innovation 
Environment/Agility 

7. What do you think facilitates/constrains technology innovation speed? 
- Inner competition within the whole company when developing a new 

function  
- Example: O2O (online to offline) team vs. yellow page team: O20 aims 

that people pay bills on the app as their app and nor in yellow page app 
anymore → Yellow page team does not want it to happen as it effects the 
bonus within team 

- All existing products are not willing to be cancelled due to team resistance 
(innovation can be blocked from within the company) 

- Apps are new competitors when user use other apps than the ones from 
Meizu (Meizu makes less money from their own apps) 

- Innovation pressure when product is not as good as wanted  
- Push notifications in App to bring people back to product 
- “We don’t have a system in place to check whether there should be a 

technology innovation.” (min 23:59 -24.08) 
- Process initiated when there is a need by product manager or Vice 

president (realization when there is a need after consumer research) 

Additional Question 8. Do you see some trends regarding the brands in the Chinese mobile 
phone market? 

- Trends in brands: all companies try to sell devices in higher price segment 
o Brands are an indicator of how much money to spend on the 

product  
o All brands try to make their own brand more valuable (e.g. 

Huawei made a good job – e.g. Scarlett Johansson as a star) 
o “As everyone already has their first smartphone, it is quite 

natural that they turn their eyes to more expensive ones.” (min. 
26.51-27.04) 

o Made in China cellphone means today better quality; country is 
becoming stronger → buy your own countries product  

- Shanzhai 
o Shanzhai phones are declining as Xiaomi and Meizu offer 

phones for less than 1000 rmb  
o When it comes to price, Shanzhai phones do not have a big 

advantage  
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Appendix F: Pilot Interviews Key Statements 

 Innovation Process Ecosystem Industry/Market 
Dynamics 

Drivers of Innovation Blockers of 
Innovation 

Swissnex incremental, 
especially service and 
process innovation 

Shenzhen: people understand supply chain of 
mobile phones (no PhD’s) 

fast domestic market, 
pressure to innovate 

- intl firms try to copy Chinese business models  

SZOIL bottom-up, 
cooperative, 
incremental, rapid, 
iterative 

cooperative/layered/agile/open ecosystem; 
innovation spreads overnight in ecosystem 
- ecosystem takes care of technology 

- dominant player in market 
change rapidly 

- shift tech to business model innovation 
- New innovation skill set: Design thinking, 
branding and marketing 
- engineers no longer drive the development in 
innovation 

- tech has become a 
commodity 

Univ 
Michigan 

quick and rapid cycle 
of production 

- symbiosis West & East 
- tech inno is part of political discourse, 
- Shanzhai: earlier experimental, kind of 
prototyping, building on existing mobile ph. 
platforms 
- shenzhen’s informal, illicit experimentation 
has become agile and flexible in adapting to 
these kinds of market demands 
- Shenzhen concentrates spirit of speed 

- factories built own brands 
- 90% electronics from SZ 
- Capitalism works through 
speed  
- speed + bringing product to 
market quicker as competitive 
advantage 

- multitude of companies work together = 
Shanzhai,  
- Shenzhen: between experimentation and 
informal practices vs. official intervention and 
planning,  
- open/sharing culture applied to manufacturing,  
- no name brands: quick, rapid iteration, micro-
scale innovation 
 

 

OnePlus top-down by 
government 

 - taking learnings from China 
over to India or South East 
Asia 

- consumer-driven innovation  
- government drives innovation (5 year plan) 
- business-model innovation 
- AI and VR 
- It is the domestic competition that make you 
do extreme things 
- innovation comes from suppliers (others hv 
limited access) 

- Only strong 
companies have 
access to components 

Meizu  China is a very “mobile” and online country 
→  shows how things in future will be done 

more towards premium, 
Shanzhai declines (brands are 
cheaper) 

software, services, country is becoming 
stronger → buy your own country’s product 
- software iteration, quickness 
- Trend: innovation in software is copying 
(easier than in hardware) 

- within company 
(culture) 
- trade-off = quality 
vs. timeliness 
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Appendix G: Interview Guides – Final Interviews 
 

Topic Interview Question 

Government 1. How is your company affected by government regulations? How do 

you deal with the government? 

2. Which role does IPR play for your business? 

Modular 

Architecture 

3. Why is your company located in Shenzhen? 

4. Do you extract competitive advantage through the ecosystem? 

Network 5. How important is Open innovation (technology) for developing 

your products? 

6. What is the nature of your networks? Are they closed / what does it 

take to participate in the network? 

Rapid 

Environment 

7. Business Model: how difficult/easy is it to build up a new business 

model and be successful? 

8. Low extension challenge for old technology: Is the latest 

technology available for everyone? 

Organizational 

Learning 

9. Is your company's view on profitability rather short-term or long-

term? (short <3 years; long >3 years) 

10. How does your company support organizational learning? 

11. How does the innovation process work? How do you incorporate 

feedback? 

12. Does your company pursue a rather exploratory (radical 

innovation) or exploitative learning (imitation) strategy for 

innovation? Why? 

Global Value 

Chain 

13. What is your company's competitive advantage? And in the future? 

14. What are the internationalization strategies of your company? 

Which markets are targeted and why? 

15. Which (inter-firm) competencies do you believe are the most 

important when entering new markets? 

16. Are the products being changed for other markets outside your 

home country? 

17. In how far do patents play a role when entering other markets? 
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Appendix H: Final Interviews Transcripts 
 

OnePlus 

Name: Szymon Kopec 

Position: Software Product Manager 

Audio File ID: OnePlus – Szymon Kopec.m4a 
Topic Interview Question, Time on Audio File 

Government 1. How is your company affected by government regulations? How do you deal with 
the government? 

0:22: The government is not influencing the company too much. Obviously what I am 
doing is the Software Product Management, so in this terms the government is not affecting 
us at all. But in terms of the whole company, as far as I know, the government is refunding 
some kind of foreign sales if you sell worldwide you will get some help from the 
government. 

2. Which role does IPR play for your business? 
1:00: No, IPR are not an issue. We are working on our own solutions so we are not affected. 
Many Chinese companies have this problem and they don’t sell their product in every 
market because there are IPR issues. But we never manage something like that cause we 
are working on our own software and hardware solutions. So we never have the issue that 
someone sued us or we did. We never applied for patents or anything. We are not a big 
company like Apple or Samsung which innovate and make the newest solution and use 
patents. What we do is mostly pick a puzzle: like a chipset, screen, camera and put them 
together. We buy from different suppliers and we just put the pieces of the puzzle together 
and it is our phone. And obviously we put a lot of hardware and software work to match it 
all together and to make it work perfectly. Our most unique hardware solution is our desk 
charge but we never bothers to patent anything. For software we do not have any patents. 
For hardware I am not 100% sure but I don’t think so. 

Modular 

Architecture 

3. Why is your company located in Shenzhen? 
2:48: Shenzhen is a huge hub for hardware so for us this is the main reason. For software, 
we do some things in Taiwan, some things in India, mainly here on this floor. But for 
hardware it is super easy for us. We have some idea and we don’t need to. We have an idea 
of a device and do it just in one day. In other countries - even in other cities here in China 
this is impossible. But here everyone is here, every manufacturer in the world, most of 
them at least are here. So all the high-tech and manufacturing companies are here. 

4. Do you extract competitive advantage through the ecosystem? 
3:44: I would say the biggest advantage is how the environment here works with all the 
partners and the cooperation with factories. The supply chain and everything is so close. If 
we would make it in other countries or cities, it would make the whole process of making 
a phone way longer. Thus is why we can make the whole process of a phone within a year 
while our competitor need at least 18-24 months. So, this is the biggest advantage how 
rapid we can move. Even though we are a very small company we can have access to this 
high technology that we Samsung or Apple has. We can do things faster mainly because 
we are quite agile and we work in Shenzhen. Competitors vary on different markets. In 
Europe it would be Samsung and Apple. Apple is our competitor in any market. In China 
the situation is a little different cause local players play a big role here like Xiaomi or 
Huawei. In India and Europe, I would say that Apple and Samsung are our main 
competitors. Any high-end smartphone is our competitor. We always compare our 
specification. Our price is obviously a little bit lower than the one of our competitors 
(around 200 USD less). But in terms of specs like chipsets and screen, camera, we are 
always in the same shelf as any high-tech smartphone from like Sony, Apple, HTC. 

Network 5. How important is Open innovation (technology) for developing your products? 
5:56: In Shenzhen and in the area, actually also from partners around the world they come 
here really often because there are a lot of companies with Headquarter in Shenzhen or at 
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least R&D centers. In terms of these cooperations they come here quite often so we are 
able to speak quite freely cause we work in a quite agile environment. We don’t need a 
specific process and so on. If a company wants to come, some weeks later we can speak 
about any ideas they might have. Also the process of accepting some new ideas from them 
or ours and these cooperations are way more swift. We listen to them and have meetings 
with the CEO every week so we can do it or not do it. So within 2 weeks we are able to 
apply some new innovation from our partners in our products. So it is very agile. 

6. What is the nature of your networks? Are they closed / what does it take to 
participate in the network? 

7.12: We select our partners quite carefully. There are a lot of brands cooperating with a 
lot of partners and we are checking which one fits well and which one doesn’t. The super 
important thing for us is the cultural fit with our partners. We usually don’t cooperate with 
very big brands or partners cause their approach and mindset is different than ours. So we 
usually cooperate with companies that seek huge profit in cooperation with us and can 
adjust to our rules and they have a similar innovative mindset and want to do something 
different. For example, I am managing cooperations with application providers. So usually 
they come and offer money to pre-install an App per devise. We never do that because this 
is not value for the user. What we want to do is create value for user with value for the 
company. Everything what we are doing in Hardware and Software, especially Software is 
only about user value. We never introduce shiny features for the user that user can brag 
about for a while but in the end do not use them. What we do is even if it is minor 
improvement or user experience improvement, like the number of steps to approach some 
function or polishing design details - this is something we are focusing on. Every time 
when there is something that does not provide user value but could look good on a keynote 
and marketing materials, we never do something like that. The pre-installation of Apps we 
are not doing. Obviously we could earn money with that in the short-term but our ultimate 
North Start metric for Software is the net-promoter score - the higher the satisfaction of the 
user, the better we do. So our goal for software development is not earning money or 
providing satisfaction for our partners. So if something is not leading to user satisfaction, 
we dont do it. 

Rapid 

Environment 

7. Business Model: how difficult/easy is it to build up a new business model and be 
successful? 

10:28: Right now to become a player in the smartphone is quite hard because of supplies, 
We are able to establish our brand on the market for the last three years. So our relationship 
with suppliers of screen, chipset or battery is better. So in terms of availability and price 
we can do it quite well. I would say for newcomers to the market, it is extremely difficult 
to join the market. The margins in the market are super low. Some companies like Sony 
only do smartphones to show off and not to miss the opportunity to be on this market but 
you might see the incomes from companies like HTC or Sony. So most of the players, are 
losing money on the smartphone branch. The are earning money somewhere different, for 
example on TVs. So I think there are only a few like Apple and Samsung who are really 
profitable on Smartphones and we are selling for low margins. But because our phone is 
good, we are selling high quantities and we can invest more in the product. But I would 
say this is comparing to other markets (tablets, navigations) they are way more profitable 
and easier to be in the market. We need to find our niche to be profitable. If you compare 
the pricing in the smartphone market. The High-end phone starts from 750 Dollars and 
then there is nothing - then there is OnePlus (lower price and same specs) and lower price 
than us are phones with specs of mediocre specs. So we are in our niche. Price wise we 
have no competition in our price level. This is great especially for our Indian users cause 
they really value the value for money. In this terms we are leaving by far in any specs sheet. 
This is how we manage to survive. 

8. Low extension challenge for old technology: Is the latest technology available for 
everyone? 

13:52: I would not say so. For example for us. OnePlus 5 really wanted to have this infinity 
display that Samsung Galaxy has. But we don’t have access to this technology. To do this 
prototype, obviously we can. But to do the mass production in a reasonable price with an 
approach to quality it is super difficult for us. Even for us, we have a good relationship 
with our suppliers and we are able level it because our cooperation in China is the Supply 
Chain with Oppo. Because of this we can do more than many. But still we are not the first 
batch of the innovation. In some terms, for example charging, we are the leaders on the 
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market. Performance as well. Bus for example the screen thing - we really wanted to have 
it but we could not. 

Organizational 

Learning 

9. Is your company's view on profitability rather short-term or long-term? (short <3 
years; long >3 years) 

15:16: In this terms, then definitely we are short term because our goals are about 1 year. 
So we are working on a goal set from February to February. Obviously we are thinking 
about the longer terms as well about making business. WE call this word "Wenfen" - there 
is no translation for that - but this means that we want to be fair for our partners, fair for 
our users. We believe, that this will gain us long-term profit. But in terms of strategy for 
product what we can do next time, we are thinking about the previous device and then next 
after next. So maybe 1,5 year. I think this market is changing too rapidly to plan anything 
after 3 years. Even change like 100 degree. Obviously having a brand strategy for a long 
period of time and being fair for our users and partners and employees. This would be long 
term and not changing that. But in terms of real goal planning, below 3 years, definitely. 

10. How does your company support organizational learning? 
16:57: So our structure is super flat I would say. There is Pete who is our CEO and he can 
overlook decisions. And he makes the final call on things. But apart from it, every 
employee has a certain vote in discussion, every time. Chinese culture requires a lot of 
meetings and discussions. It never happens that some sort of leading person says what to 
do. It is always up to discussion what we do. So this learning process just works 
simultaneously by working on a project. 

11. How does the innovation process work? How do you incorporate feedback? N/A 
12. Does your company pursue a rather exploratory (radical innovation) or 

exploitative learning (imitation) strategy for innovation? Why? 
18:17: So definitely it is more incremental. With new devices, we are not trying to flip it 
around and try something new. We have our puff and see what our users like and what the 
don’t like. So we are trying to improve on the things that they found more urgent. For 
example we had OnePlus 3 was our previous phone. It was really great but some people 
complained about the camera. So for the OnePlus 5 the main focus was the camera. So we 
made a rather big innovation in terms of the camera cause we have two lenses now (two 
sensors). But overall, if you look at this phone and at the previous phone you can definitely 
see when putting all our phones in the same line, in terms of design, performance, camera 
- in terms of any specs of the phone- we are improving minor or more major depending on 
what is the most vivid and urgent thing to do. But it is not like a revolution in terms of what 
we do. It is more like incremental changes based on our research. In terms of imitation 
from other companies, we believe that it doesn’t make sense. So what we focus on is 
providing value for user. So if we think that the Iphone has a great solution with the dual 
camera, many companies would agree with but not do it because some company has done 
it before. We think, that being innovative just for being innovative is not what we want to 
do. What we want to do is providing value for users. If we think it provides value for the 
user, we will do it. We do not consider too much that somebody did that before. If it is 
good for our user, we will do it. 

Global Value 

Chain 

13. What is your company's competitive advantage? And in the future? 
20:49: I think our biggest competitive advantage since the beginning of our company is 
how close we are to our users. We precisely know what they value about the phone and 
what they want and need. And even sometimes it is not really straight of what they want 
but we do a lot of research and we have a big community of people that share their thoughts 
in forums and we go to India, Europe and the States to speak to users (both current and 
potential). Because of it, we are able to provide most valuable product for them. And this 
is our advantage I think. And the second thing is how we approach products. There are 
many companies on the market that do an OK product and move on to make it for example 
faster. We rather prefer to work more on it and polish it to every details with the technology 
available for us. So we just don’t settle on an OK product. We always pursue to perfection. 
We cannot do many things because of our access to technology but we are doing our best 
to not let go. 

14. What are the internationalization strategies of your company? Which markets are 
targeted and why? 

22:28:The primary markets are India and Europe. It is sort of process related. For OnePlus 
1 we just wanted to do a good phone and see who buys it and it appeared that a lot of Indian 
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people bought it because of value for money and how unexplored this market was. In 
Europe we have this settled-for years. We have Iphone and Samsung they are leaders for 
many years. So it is super hard for newcomers to come and mix it. But for India, many 
brands before us did not really care about India. It is still a very emerging market and very 
poor with a smartphone penetration of maybe 10% like 3 or 4 years ago. But we cared and 
this is why we are leading there. In terms of internationalization of the whole company, we 
have an office in London, New York, India and San Francisco and here in Shenzhen. I 
would say, we really value the global insights of our employees. What differentiates us 
from many Chinese companies. As Expats, we really have a strong voice in the discussions. 
We are not only working on medium level but there are people from the US and Korea that 
are working on the top Management level. 

15. Which (inter-firm) competencies do you believe are the most important when 
entering new markets? 

24:20: We would like to believe it is a great product in a far approach to users. Like a 
transparent approach. Our users see that our phone is more expensive like it used to be but 
they see that in terms of supply for us it is more expensive so the outcome is more 
expensive. But we believe, we are not wasting money on unnecessary things so this is a 
fair price for a very good product. 

16. Are the products being changed for other markets outside your home country? 
25:09: Yes, so we are starting a localization project since OnePlus 3. We want to adapt a 
little bit more to our key markets. For example in India, there is something like PayTM 
which is something like WeChat payments. So for Oneplus 5 we started a cooperation with 
them and have a quick payment with PayTM. So this is like feature wise that we try to 
adapt. So in Europe, in UK we would like to adapt transportation and in Finland as well. 
But this is not only about features but about the general approach to the market. When we 
turn out that India is our primary market, we found out that Selfies are a big thing. So we 
tried to improve the quality and function of selfies. This is based on research of Indian 
users but this is improvement for the whole global product. In Europe, performance is the 
most important thing in a phone and in India is camera. This is also one of the reasons why 
we focus on camera this year because this is one of our biggest markets to satisfy the users. 
The whole hardware approach is because of entering new markets but obviously the 
software approach is easier and you can iterate faster. For hardware you need to wait until 
the next device comes.   

17. In how far do patents play a role when entering other markets? 
27:30: This is hard for me as hardware wise I am not that much into this process. 
Software wise, we never had issues because we worked on out own solutions. We 
work with Android so they have their own solutions themselves. And what we do is 
not copying anyone. In terms of hardware, as far as I know we don’t have this issues 
either. We don’t have our own process like Huawei or Samsung, we just select what 
we like on the market (the top high end we can find on the phone). So we do not have 
any issues. In terms other companies copying our phone, we think that it is not a 
problem for us. The Chinese approach to this is totall different than the one we have 
in Europe. Here people believe that the best product wins. It doesnt matter who copies 
who - it is just the best product wins. This is very Chinese. In the beginning, I had the 
approach to make things different. Like when someone did it, we should never do it. 
But I sort of understood that the user value is the ultimate thing, So obviously it is bad 
if someone put a lot of research work and then you copy it. Because the sort of 
innovative approach will be discouraged because it is so easy if someone develops it 
and another one just copies. But here the environment is way different. Everybody 
innovates and everyone copies everyone so nobody bothers and is ok with that. 
Everyone still needs to innovate because to make the best product, you still need to 
have something new. Half year later, everyone has it (like the camera). The Chinese 
approach is very different than the Global Approach.   
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Audio File ID: Meizu – Alexander MacGregor.m4a 

Topic Interview Question 

Government 1. How is your company affected by government regulations? How do you deal with 
the government? 

0:29 Meizu is connected to the local government. When Meizu got its factory building the 
land got donated by the Zhuhai government because the company has its HQ in Zhuhai. 
The local government in Zhuhai helped the company set up the factory. 

2. Which role does IPR play for your business? 
1:23 It plays a big role. I had a dinner with the Weco chief about a month ago. A big 
problem in Chinese companies is that the hardware takes care of itself - we just get the 
components and put the phone together. The software, however, is very software 
dependent. The phones run on Google Android. If you want to make a phone run on 
Android, you have to comply with Google and their IP. Unfortunately, Meizu had a big 
dispute with Google regarding the way we package and sold the phone. We voted their 
Google Play App Store on every device. We were one of the big official partners like 
Samsung. They objected to this. Another reason we had an issue was we had an investment 
from Alibaba from 2 years ago. Alibaba asked us to install their OS on our phones. Google 
said you can't sell phones with Alibaba Yun OS and Android at the same time. Our legal 
team has been negotiating for over 1 year to solve this dispute. It has to do with Linux 
Kernel that harbours with both Google's Android software and Alibaba's software. Google 
thinks it's their IP. It stopped us selling our phones in any markets for long time. Thankfully 
the legal team resolved this. So IP has a significant part in this. 

Modular 

Architecture 

3. Why is your company located in Shenzhen? 
3:40 Zhuhai was the original location and that's where the HQ is. That was the SEZ and 
the founder worked in SZ. He got a good offer from the government to set up a factory in 
Zhuhai. The bulk of the business is still in SZ. People that do the software, our operating 
system are in Shenzhen because that's where all the resources are. The second part, 
manufacturing: We manufacture and prototype our own devices. Once the product is ready 
to scale, it goes to Foxconn which is the contract manufacturer for all the smartphone 
companies. We have our own manufacturing facilities for prototyping. Scale 
manufacturing though goes to Foxconn just outside of Shenzhen. 

4. Do you extract competitive advantage through the ecosystem? 
5:01 The competitive advantage for Meizu is the product. Our competitors like Oppo, Vivo 
have the focus on marketing. Their first focus is marketing, their second focus is product. 
Meizu is the other way around. We have a lot of patents in innovations particularly in touch 
and cameras. This distinguishes us because we have our focus on technology. We are 
marketing our products and tell customers that Meizu is always first with charging, 
cameras, touch. That's where our focus is on. Wheras our competitors focus on news kicks: 
We need a selfie-phone or a music-phone. These are the 2 differences. The sales volume 
suggests that the other guys are doing it right: they have endorsements, heavy marketing. 
Our founder and leadership team are all engineers themselves so they love the technology. 
They think in the long run they can go to the premium and climb the price segment if we 
focus on technology. Whereas the other guys keep pushing the market and making the 
market competitive. 

Network 5. How important is Open innovation (technology) for developing your products? 
7:14 Open innovation is very important especially in the software. Android is open source, 
so any developments are done by small companies and engineers. To a degree, open is on 
court. When you sell a product a lot especially on the hardware side is required from you. 
We have a lot of patents and try to protect our competitive advantage which is when you 
sell a hardware product. We have invented this patent called Mtouch on the device. 
Basically, we gave up the way of navigating Android where you just tap it once and not 2 
or 3 times. That was proprietary and done in-house. I think open works to a degree, but in 
terms of differentiation you need to have some proprietary still. 

6. What is the nature of your networks? Are they closed / what does it take to 
participate in the network? 

8:44 With suppliers it is an open secret: we all go to the same chip manufacturers. There is 
only 2 of them: Qualcomm and MediaTek. Cameras is usually Sony, there are 1 or 2 
suppliers. Audio is 1 or 2 as well. Everyone really has the same components nowadays. It 
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is not really that supplier base is that kind of open as such. It is a scale business - you need 
to have big scale in order to compete in the supplier base. Everyone uses kind of the same 
components. It is not easy to enter this market. The same people that supply the components 
do this for a long time. Example: glass on the phones is made by 1 company in Guangdong. 
This was back from back in the days when MP3 players were big and they made screens 
for them. All of the companies went to the same supplier. If you go to the manufacturing 
it is very skilled labour. Few companies in the supplier base are highly skilled and have a 
competitive advantage.I think for the foreseeable future it is a closed network. 

Rapid 

Environment 

7. Business Model: how difficult/easy is it to build up a new business model and be 
successful? 

10:48 It is a very good question. Everything is changing their business model from 
hardware to software. It was very much hardware focused. We all have Androids and own 
skin on top like an open system. Noone really cared too much about the OS and it was all 
about hardware and only technological specs mattered. However, customers don't care 
about specs now because all the specs are the same. The direction of Meizu and all other 
companies is software. We this from Samsung, Apple - they got Siri, big speed, voice 
assistance, apps. So software is the differentiation to get more out of the hardware. 
Companies appreciate that software will become the main focus. This is different 
nowadays, since hardware is about putting components together, whereas Software is all 
about in-app purchases. Advertising is our fastest growing segment. We go to companies 
and buy apps. We tell them: we sell the hardware, can you sell us your software and you 
can either put it in our app store or run advertisement on our OS. For us, software is more 
profitable compared to hardware. It is a scalable thing: You need an app store. We struggle 
our OS is not typically that popular at the moment and it has been a lot of effort. The change 
from hardware to software focus happened recently in the last couple of years, especially 
with Siri, voice systems, apps stores. Since emergence of apps such as Uber and food apps 
that has only been three years. Those apps are driving the software development. 

8. Low extension challenge for old technology: Is the latest technology available for 
everyone? 

13:40 Everyone except Apple and Samsung. They manufacture the components 
themselves. They have the best camera, chip so everyone else (also Meizu) buys Samsung 
chips. There is 2 tiers in this industry: Apple and Samsung they have the best materials and 
most advanced product road map. Then the Chinese phone manufacturers are the second 
tier. We get the technology after they have it. That's the way the market is structured. 

Organizational 

Learning 

9. Is your company's view on profitability rather short-term or long-term? (short <3 
years; long >3 years) 

14:39 It used to be short-term because the company started very scrappy. The founder 
working in the MP3 manufactury said I can do this myself and do not need to work for 
someone. He used forums and made a lot of money. Then it got very competitive in the 
industry. Then he basically switched to smartphones. Meizu bulked up and added more 
people and resources. The profitability plateaued. That leads up to the Alibaba investment 
2 years ago. To get to the next scale, you need to have scale. The founder took the Alibaba 
money to get to the next level. Short-term before Alibaba. Once the investments happens, 
Meizu is definitely on a more long-term trajectory. In the last 2 years the company kind of 
breaks even. There is no profitability focus at the moment, it is more building for the long 
term. 

10. How does your company support organizational learning? 
16:18 The hierarchy is top-down. Everything evolves around the founder and his leadership 
team. 2 or 3 guys like the founder, VPs they have 2 functions. It is all top-down from those 
guys and all else is built around. It is difficult to say as a foreigner about people 
development since not much is there. I think the company is pretty good in terms of people 
development for the locals. HR is good at training and encourage one to learn more about 
other parts of the business (marketing/engineers). It is definitely behind developed 
countries. 

11. How does the innovation process work? How do you incorporate feedback? 
17:50 In China it is very simple - it is social media. The company has a big forum and has 
been a big part since day 1. All our VPs are on social media, Weibo. All our customers 
give them feedback. We are more engineering focus, we do our own innovation. Whereas 
other guys listen more to the market than we do. That's the way the culture is. Franchisee, 
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the distribution network we have stores across China. The staff collect feedback and send 
it back to HQ. 

12. Does your company pursue a rather exploratory (radical innovation) or 
exploitative learning (imitation) strategy for innovation? Why? 

19:23 It is definitely incremental. Meizu is doing more radical innovation than other 
companies. Our OS is different from other companies and the Android experience, some 
say good some say bad. We cannot afford to be too radical. Apple and Samsung can remove 
a headphone jack and everyone is pissed off but will accept it. If we do that, we would not 
survive. Companies that do not have the brand or cash cannot afford to take a hit in sales. 

Global Value 

Chain 

13. What is your company's competitive advantage? And in the future? 
20:37 The whole market is so big and evolves so quickly. We sell 30mio devices a year, 
well over 90% we sell in China if you look at other markets like Europe - those markets 
are very stagnant. The fact that Meizu is so big in China in terms of its brand it is very well 
positioned in China and growing 20% a year. That is the key advantage and will keep the 
company running for quite some time. 

14. What are the internationalization strategies of your company? Which markets are 
targeted and why? 

21:31 I think Meizu is a classic Chinese company: It is not like Japanese companies which 
are very good at one thing. We do have our distributors in Europe but I don't think we are 
doing a great job internationally. We are good in some countries, but the economy and 
price points fit our business model e.g. Russia and South Europe. Just because GDP and 
pricing fits perfectly. We do not tackle Northern Europe or the US. We don't have enough 
expertise in the company to do it. 

15. Which (inter-firm) competencies do you believe are the most important when 
entering new markets? 

22:26 The key one is the technology. You need to build the technology into the phones like 
in the US. Right now, we cannot sell any of our devices in the US or North America we 
can't support the networks. In terms of device, they won't be able to get 4G internet because 
we just don't have the technology in the phone. That's an actual choice because we cannot 
compete in the US with Apple or Samsung. That is just a business decision in terms of 
technology. The distribution is really important. Huawei is best at their distribution. The 
phone companies discard and subsidize the hardware and exchange for their distribution. 
You can find Huawei all over Europe because they got this enterprise private business to 
subsidize the smartphone business. Meizu cannot do that and go to a chain of stores in 
Europe and say we give you the hardware for free or subsidize. We cannot do that. That is 
why we don't have a presence in Europe. No-one is really big in Africa - it is not a viable 
market at the moment. We focus more on South Asia now (Malaysia, Indonesia, Thailand, 
Myanmar). These countries are easier for us to work in because they are closer to the home 
market. A lot of Chinese people are actually in these countries, the time zone. India is very 
big and you have to be of a certain size to go to India. Even Apple is not big there. Seems 
everyone is scared of going to India because it is such a huge market. 

16. Are the products being changed for other markets outside your home country? 
25:11 Obviously we do not change the hardware. The price is dependent on the market you 
enter. the business model is the same: we have franchisees in  these countries, so we do not 
own stores. we just talk to the country manager and signs contracts with franchises so they 
can ship hardware from China. Obviously he works with them to run a marketing campaign 
that are tailored towards that specific market. They might not sponsor MMA's, the market 
is more tailored. 

17. In how far do patents play a role when entering other markets? 
26:10 In the US, yes. Fees are huge in US and EU. Our head of legal is only a recent hire 
(2 years ago hired). The company realized that if we expand we need to have a competent 
legal team in place. Issues in both hardware and software. For example, we had a massive 
dispute with Qualcomm: They said we are using Qualcomm design. I think in the whole 
market is it is  still China. South East Asia is not so much an issue. Patents are getting more 
important, especially in Europe or North America. Within China it would not be an issue: 
China is so big and very different and we would not have any legal problems within China 
and its legal structure. 
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Hao Nian Hua 

Name: Gary Suen  

Position: Vice General Manager 

Audio File ID: Hao Nian Hua – Gary Suen Part 1&2.m4a 

Topic Interview Question 

Government 1. How is your company affected by government regulations? How do you deal with 
the government? 

0:50: Government has some supportive policies. Without government support there would 
be a lot of difficulties Part 2 1:01: How many patents and engineers (new patent and new 
technology) will be measured and then you will get the status. We will supply all this to 
the Evaluation Group. The company gets tax loss, better reputation and incentive money. 
One time the company got 3.6 mio. RMB. There are also differences between regional and 
national wide high tech status. 

2. Which role does IPR play for your business? 
1:45: Patents is quite important but not so absolutely vital and it could protect us. We are 
very confident with our patents. There are so many copies - even if you have some normal 
patent. It is difficult to protect you cause other people could do the same thing. But with 
our patent we are so confident that other people could not do it. It is hard to copy - others 
could not do it. We are using different theory to create the mold. The quality is better on 
the market. That is why we are very confident. 

Modular 

Architecture 

3. Why is your company located in Shenzhen? 
4:05: Shenzhen city is very good for R&D companies. The technology is better positioned 
here: good seeds need good soil to develop. 

4. Do you extract competitive advantage through the ecosystem? 
5:05: Shenzhen has become an integrated system of R&D, Manufacturing and Export. 
Shenzhen has a better policy from the government and is also better positioned for export, 
the distance and also the whole supportive system is good for our R&D and manufacturing. 
There is more talent, more related production and process. 

Network 5. How important is Open innovation (technology) for developing your products? 
7:23: There are different levels of R&D: for normal R&D normal engineers can also access 
it and participate. But for the highlighted and higher level only the key technicians and 
engineers could work on it. 

6. What is the nature of your networks? Are they closed / what does it take to 
participate in the network? 

8:31: The key part of the innovation is by ourselve. When it goes to the R&D or test center 
we will outsource the supplier. Selection of supplier is depending on the type of product. 
Actually there is a range of suppliers that offer the same product or service. But we select 
the matching and not the biggest partner. So we develop together. Like boxing. What we 
think is the best for us, maybe not the one with the best capabilities. 

Rapid 

Environment 

7. Business Model: how difficult/easy is it to build up a new business model and be 
successful? 

12:15: So for a new product, there is risk and failure. Also the benefit for the future is 
balancing. Out of 10 products maybe one is popular. There is a new innovation with this 
one product. So the innovation would be function and (working) process. It is very difficult, 
it connects to the breakthrough process. Breakthrough combines different processes. 

8. Low extension challenge for old technology: Is the latest technology available for 
everyone? 

14:40 Our company is much better on innovation that our competitors. We are more cross-
border minded. For example for the mobile phone we combine with optimistic, chemical 
and physical innovation. It is a very complicated physical process and equipment. We take 
cross-border mind from three major areas. 

Organizational 

Learning 

9. Is your company's view on profitability rather short-term or long-term? (short <3 
years; long >3 years) 

16:32: We took a long-term view (3 to 5 decades plan). You see our technology we never 
hurry to push this on the market. We already have this technology for 10 years. And only 
now we are expanding. Next year, the government will start the 5G network advertisement. 
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10. How does your company support organizational learning? 
18:44: Each week we have training for the workers. Also our employees have discussion 
meeting every day working on the project and technology. 

11. How does the innovation process work? How do you incorporate feedback? 
19:46: Before the innovation, we already started the market research on how it is needed 
and how it fits the market. Always we have customers come to us to find our solutions. 
Especially mobile phone companies. 

12. Does your company pursue a rather exploratory (radical innovation) or 
exploitative learning (imitation) strategy for innovation? Why? 

21:55: Mostly the cross-border innovation. So break through the different areas. Our big 
boss has only interest in the really difficult one. We have to see how good we can make. 
Competitors are trying to copy from us. 

Global Value 

Chain 

13. What is your company's competitive advantage? And in the future? 
24:18: We are very confident of our competitive advantage. As our big boss always told 
us internally, we do not see our competitors. No competitor. As you can see we are very 
much in front of the market. We see our competitive advantage through the product. 

14. What are the internationalization strategies of your company? Which markets are 
targeted and why? 

25:20: Our main customer for this technology would be manufaturing (2/3 of the customer) 
but our technogy is worldwide. We have hope for international markets: so all the big 
brands - we will go there. Is is basically B2B business with brand companies. For this 
phone technology, developed countries are better. 

15. Which (inter-firm) competencies do you believe are the most important when 
entering new markets? 

27:10: So it is our technology. Technology combined with product. 
16. Are the products being changed for other markets outside your home country? 

27:43: So technology is a general term what we can do. But we will offer tailor made 
service to our customers we could do the whole range. 

17. In how far do patents play a role when entering other markets? 
29:27: So patent are protection for us when entering the market. But also in technology 
term we are upfront with the technology. It plays an important role when we enter a new 
market. 

 

Sintave Technology Group 

Name: Jack Miller 

Position: Managing Director 

Audio File ID: Sintave Technology – Jack Miller.m4a 

Topic Interview Question 

Government 1. How is your company affected by government regulations? How do you deal with 
the government? 

10:03: Here the things are going two places: Every province has their own government and 
the government has their own scheme to develop the province. In Shenzhen the electronics 
and electrical the two sectors belongs to Shenzhen. So all the factories and others were in 
Shenzhen before. The first time I came here (in 2007) Shenzhen was much more populated 
than now. In Shenzhen there are few natives. Mostly they come from different parts of the 
world due to British colonialism. Shenzhen is a really new city. It was a fishing village. 
All the province people (especially Hunan community and nearby province people) they 
were the much populated people here. Then, the government started to announce that 
people who have factories here should go back to their hometown. The government was 
helping them, even giving them land to set up a factory there. When the government 
announced it, the labour cost would be pretty much the same so workers also would go 
back. In Shenzhen, before the government used to have this impact, if you wanted to export 
your product you have this tax. In Shenzhen, it is not possible now. Because of this, we 
have two factories now: we have one in Dongguan. This building was our factory before. 
This total community park belongs to us. This is Sintave technology park. Because of the 
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labour issue and others we go back to Dongguan because their labour cost is a little lower. 
And later now, in every province the province government gives some land and facilities. 
In Shenzhen now, if we assemble one Feature phone with production cost of 3 or 4 RMB. 
Whether if I make it in my Hubei province there are no cost for me. The government is 
giving me tax return. The government is giving incentives there to build up the local 
factory. One place that is famous is Zunyi in Guizhou province. What we used to do: when 
the government is giving some facilities like that, we will get some land there. Cause I dont 
know when we have to move. We just started the factory in Hubei and next month we are 
going to Guizhou. Otherwise it is very hard to run with the competition. We have relation 
with the government. They are two people. Some will be just private, they dont have any 
relationship with the government. Some have relation with the government. Some brands 
like Oppo and Vivo. They have 5 brands in their brand (Oppo, Vivo, Meizu, OnePlus, 
Jiuni). 60% of them will be backed-up. The government support is two kind: it will be 
included with tax free and they will give you land - even including a building. Then you 
can assemble there. Yearly, they will get some tax from that company and they will survive 
with that. This is just like an incentive process. To get the government involvement is 
different, We are comparing now only a few factories. Now in Shenzhen there are four 
factories who got a government back-up. 

2. Which role does IPR play for your business? 
15:52: (Property rights are according to Chinese policy. You know that Chinese property 
all belongs to the government basically. So here, it can be leasing for 40 years and highest 
80 years.) When it comes to patents, they belong to us. When we develop a new product, 
we do patents in two ways: last year we did a project for the USA. And the patent belongs 
to a Korean guy because he is the patenter. We also have our patents for our Smartphone 
and featured phone. We go like this: our patent belongs to us. So if you use it, you need to 
pay for it. Also some customer also supply us sometimes with patents. So in that case, we 
will share 50% with the customer. We cannot disclose this model - same as Iphone. Only 
the specific customers will get it. Patents are very important. Business insider what I do 
belive is that they have some business secrecy. Usually they dont follow these kind of 
things. It happens because of the bosses. For me, although I am here to do business and I 
travel a lot and talk to different people. Their social skills and many people have plans who 
are trying to do something different. They will try to do something and you cannot change 
people. Especially the bosses they force too much. Some small companies panick inside 
because the boss just wants to know about money and doesn’t care about any other thing. 

Modular 

Architecture 

3. Why is your company located in Shenzhen? 
18:44: In China, different provinces have different kinds of categories for product and 
manufacturing plants. If you go to Shanghai site, it is more for engines and big machines. 
Guangdong province was for consumer electronics and telecommunications. 

4. Do you extract competitive advantage through the ecosystem? 
19:28: It was before but now it is not like that but some other provinces have much more 
facilities than Shenzhen now. 10 years before the facilities and factories were in Shenzhen. 
And that is why we are shipping our factory to many places (like Hubei which is close to 
Beijung or Zunyi). Zunyi is a really small city but the city government attracted all the 
molding companies from Shenzhen. It is 2 hours flight from here. From Shenzhen we can 
ship our goods based on the sea and we can use the Hong Kong port. When we produce in 
Zunyi, we need to fly the goods to HK and then ship it. So it will be a little more costly but 
that part is covered by the government. And all the industry is because of the port I would 
say. The big advantage is the port - there are 3 ports here in Shenzhen and also in HK. If 
the government would not pay for the distance it would be very costly because of the 2 
hours flight from Zunyi to the port. 

Network 5. How important is Open innovation (technology) for developing your products? 
22:47: This is very important. In Denmark they have several operators (3 or 4). What they 
are focusing is first Iphone, Samsung and then HTC. So they will go for brands. Their 
customer segments are 3 types: First level, second level and common level customer. So 
common level customer what they do: we supply to the operator for the common level 
customer. And they will have one assigned cause the operator cannot buy directly. We have 
agreement with Telenor - we are their supplier. Telenor buys from us for Thailand, 
Sngapore - these products are different. They cant sell it in Europe as well. Even in iphone, 
you will see that they make three categories: one for the USa, one for Europe and one for 
Asia/Middle East/Africa. The quality is also different, not only the band. According to the 
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network they make three versions but the quality is different as well. The European and 
US quality is pretty much the same and are the highest quality. Eastern Europe and Latin 
America is also the same quality. Even the chips are being changed in regards to quality. 
25:22: In terms of knowledge sharing, too close is not possible. Some companies have 
some regulations. Every year 20 or 30 companies have issues because they do not share 
the information. They should - I really dont know why sometimes Chinese people are so 
heard-headed. If the share, it is no problem but they dont. They think thy can do on their 
own but they can’t and they die later. Many like this but you cannot. As a foreigner, I enjoy 
some advantages here. I can easily say that I am not working here. Some appreciate very 
well and we share our ideas and product. If they dont have the product that their customer 
wants with specifications. If we open a new mold for a product we cannot. It takes actually 
2 months for a new model. Smartphones are very critical to take out one smartphone from 
the plate and it is costly. Chinese customer are like this and they dont move from their 
conclusion. If they have ordered, they will go for this. If they havent ordered, they will not 
want new things. Many companies share but mostly no. Sharing is not so much convenient 
here. 

6. What is the nature of your networks? Are they closed / what does it take to 
participate in the network? 

27:56: Every company has their own people. Here the frame basis are province people 
basis. How it works is if you have a company in Denmark, you will look for supplier with 
danish people. They maintain it very strict in China. My boss is from Shandong and the 
other one from Hunan and Hubei. The supplier we have here - all of them are from the 
three places. They will always find people and supplier - even our employees - that come 
from where they are from. Social relationships matter a lot. Even if they will lose but they 
will not leave off the people. The internal system is very close. In China you will say one 
thing: you will never see Chinese people making trouble inside the company or for other 
companies. Chinese rely on their own people too much. In Asian countries you will see 
that every firm has 3 or 4 partners. One guy is handeling the government, one guy will 
invest who has the money and will do nothing else, one guy will handle all commercial 
activities (his people and his supply channels) and the other guy will do the marketing. The 
share will be nearly equal. Nobody will interfere and their supply channel is very close. If 
it is not close you cannot do business. It is very difficult for a new entrant to enter. 

Rapid 

Environment 

7. Business Model: how difficult/easy is it to build up a new business model and be 
successful? 

31:46: Now in China I will say that mobile business is very different. Many new companies 
are still coming. Some companies are coming and just supplying to the domestic market as 
it is very big. You use to work for foreign trade and if you move your customer they will 
move with you. Or if you work in a big company and now want to do your own business. 
So it will be tied up with you. I never did diverse markets. Just like a profit share basis. I 
will offer you the product and you will pay me monthly or yearly. You will make your 
product for my factory. You will offer my product to your customer basis. If new 
companies come, they come like a trading company. New factories, almost no. The 
excisting people, they make factories in different places like this. Otherwise pure new is 
very hard. 

8. Low extension challenge for old technology: Is the latest technology available for 
everyone? 

33:39: 40% of technology is available. Not everybody has access to the same technology. 
Actually, we have our SMT lines. Mobile phones are based on many small components. 
They will have 3 or 4 main things. On is the PCB/ the board. We have our own plant for 
this. We have more than 90 PCB machines. We are not only making PCB for us. Our daily 
production is 250000 daily. It is not only for us - we make it for others as well. Very few 
except like JT and Huawei, seven or eight companies have their own but the rest uses other 
companies. Mostly others use our machines. The components like the screen all comes 
from Taiwan. The chips that you are using (the CPU) most of the are using Spectrum or 
MTK for mid range and high-midrange. MTK is from Taiwan but has an office here in 
Shenzhen. 

Organizational 

Learning 

9. Is your company's view on profitability rather short-term or long-term? (short <3 
years; long >3 years) 

Long-term - more than 3 years. 
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10. How does your company support organizational learning? 
36:35: It used to be but actually in this year no. We have some other plans. Like our office 
is here and our factory is in Dongguan. We are planning to change our office from here 
also. This year we have stopped all our things. Because we are planning to go a little more 
in front. This place is a little remote. And we are planning to diversify our smartphone 
office. This office we are in here, it will deal with feature phone only. And for the 
Smartphone we will move to the Technology Park - maybe by the end of next month. But 
for the feature phone it is actually not needed now. 

11. How does the innovation process work? How do you incorporate feedback? 
37:41: Feedback actually is based on customer and operator reply. They have good 
feedback and bad feedback as well. This is not about Chinese manufacturing. They are still 
not that tent, especially for a smartphone. Especially the ODM companies - they really 
have some problems. The feedback we used to get from operators. Our offering system 
depends on feedback also. How we are offering our product. Sometimes we just offer the 
product without any support. Just 1 year we give warranty and if you face any kind of 
problem or any component problem, we will supply the components. Those who are doing 
mobile, they have small repairing unit or small assembly plant so they can do it very easily. 
But feedback is basically based on operators. 

12. Does your company pursue a rather exploratory (radical innovation) or 
exploitative learning (imitation) strategy for innovation? Why? 

39:08: Incremental. Radical innovation are doing those who are doing the brands. But all 
the ODM companies here are still going with the incremental innovation. They actually 
don’t want to move from there. If you ask them to take something new, until they will see 
something that they can earn from there, they will go. If they don’t, they will not move. It 
is very risky. If I made a smartphone the industry is characterized by fierce competition. 
This is made by the customer and as well by the supplier. If I want to make a good 
smartphone it will be 100 USD. From one phone, it will be hardly 1 USD profit. From one 
featured phone (the old phone) I still can have 0.3-0.4 ct profit. One feature phone is like 
6-7 USD. So from 6 USD I can have 0.5 USD profit and from 100 USD I can have 1 USD 
profit. Who will go for this? 

Global Value 

Chain 

13. What is your company's competitive advantage? And in the future? 
41:17: Competitive advantage depends how you offer. And how you take the technological 
and innovative processes. For me, though I am here in Global sales, I will check different 
things. For my company I can say that we still have very good jobs. We are always going 
with the latest technologies. Whatever I say, they will do. At least they will try to do. 
Usually it doesnt happen here. Because of our relation, we can do. And we are doing with 
some big brands. We are supplying to Panasonic and Hundai. So if we have these kinds of 
brands, we can get some ideas from it as well. If you are the customer, he will give me 
your ideas that you want to make a phone like this. All the times I dont need to check who 
is doing what. We will survive because of that and we are still doing very good. Whatever 
we are doing in the last two years, are a very good platform here. For ODM I dont want to 
touch that part because we have some fixed thing for ODM. We're in part are still doing 
very good. And right now, even for the ODM phone they specifications and others we are 
using I think we are using even better than any other competitor here. Very high spec but 
also low spec. It is going better. In the mobile phone industry, if it didnt go in feature they 
will have very few compares. Same like the brand people. Now you will see in China there 
are more than 100 brands, nearly 200 brands for the local market. All the companies started 
with ODM. ODM is not easy to get. So they are trying to survive with their brand. Like 
100 or 200 pieces - they just want to keep their company alive. If they have any way, they 
will do it. Otherwise they are trying to survive. This can happen for the supply chain as 
well.  Last year we had a very big gap for the screen supply. Nearly 26 companies died last 
year. Many. Especially those who do the grey market. Small peple used the factories 
money. Like I have a small company with 2 or 3 customers. I have no money. I have 
customer who goves the order. I ask the factory to make it for me, they will ship the goods 
and I will pay to the factory. It is like this. Even some innovative companies died last year. 
It is going better. Mobile phone industry will be much more gostep in the future. It will be 
fewer players in the market. Because if not fewer players, it will be a very saturated market 
and nasty. This is because of two things: customer and staying inside. We had seven 
division here in our company. They used to handle different markets. One focused on India 
with 30 people. Last year they died and all people had to go back home. Because the Indian 
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market was very bad last year. And many companies They always go for the cheap one. 
What they used to do: they will go for the cheap one and later they wil ask for the 
replacement and warranty. Later you will push on the supplier to do. Last year this 
happened often. Big shipment from India and they didnt take their goods. Even the local 
government asked their boss to come to pay the goods. Some they payed and some did not. 
There are still some products in the local market. Some very big companies died last year. 

14. What are the internationalization strategies of your company? Which markets are 
targeted and why? 

46:58 Internationalization strategies target mostly India. I would say that for me the 
Russian market was a little bit shaky last year. Those who survived the economical crisis 
payed those who could not survive and couldnt pay. Further the European market is very 
good and East Africa. The countries next to Europe, the French colonial countries like 
Ethopia. Africa is really doing good now. I must say, I never touched Africa before. I 
started the African market earlier this year and we are working with Vodafone in Africa in 
seven countries. So one Indian and Pakistani guy is our middle man there. Because they 
cannot buy our product directly -except Telenor. I have a very good relationship with them 
- especially with the Vodafone people in Africa. They are saying that it really booms now 
- especilly East and Central Africa. Also South America and Mexico are really good 
markets. The south american people are the most menand? people for business. One is LC 
and one is TD. South America: they go for TD. Chinese people are always very affordable, 
especially Asian and African continent. So many people do some cheating so the LC 
payment does not come or with a delay. Normally, if the goods arrive in your premise, the 
bank will release the payment. It doesnt happen for 2 or 3 month. The customer has some 
link with the bank. They will give some small money so it is very risky. (...tells story) A 
company like us can sometimes survice. But if it is some small company with not that 
many orders, they will die. What I do is change the fron and back so I will have only 10 
000 RMB loss and then I can sell it to other people. If it is a small company it would be a 
very big amount for them. Many customers are like this, especially in India and Africa so 
it is very risky. The European Market is not like that. We are doing business with Romania 
and also Denmark and we do not have any problems. 

15. Which (inter-firm) competencies do you believe are the most important when 
entering new markets? 

53:57: Entering new markets first we focus on the operator. What I do is to check with the 
operator and if he takes any phones. The I try with the third part vendor. In China, if I want 
to supply, I can supply directly to the operator. In Europe you cannot. If you want to supply 
directly to Orange you need to go viral with any brand like Alcatel or Fly. Later you will 
find like that who will take my brand to the operator. I use LinkedIn very much. It is very 
useful. I usually use it to hunt the people. If I want to go to a new market, I do a huge 
assessment: the customer level, the product level and what kind of products I can launch 
or offer to the operator. Even the countries economical situation. Everything I do. Just to 
be ensured that my money will be safe, that my product is safe. 

16. Are the products being changed for other markets outside your home country? 
55:47: Yes, we offer the product according to the different market. If you offer a new Id, 
it can change the specifications. Some PCB can change, some cannot. Usually for us, what 
you will do is if you open one model, we try to make the PCB like this and with the 
specifications. At least one we can make. If any customer asks for 3+31 I can do with the 
same product. But many companies cannot do like this. Before we used to do for the low-
end that we had product line. But it is very costly. Sometimes some models are not running. 
Then the money is stop over there. Actually, this is changing because of the market 
situation also. Those who have the capabilities and capacities they are changing. So we are 
doing all like this. We have one brand, like for Apple also. Like this phone here this is the 
US. Sometimes it will not work in Hong Kong. Because of the network is totally different. 
I have one phone you can input any network. You can take it all around the world. If Apple 
does it in the US, you cannot take it anywhere they say. But now they make a bridge and 
you can take it anywhere. I have one phone also and I did the same. You cannot find it like 
this. Even so far I know, no company has it like this.   

17. In how far do patents play a role when entering other markets? 
58:07: Yes, I do sometimes. 2 years, 3 years because one product lifetime we take 2 years. 
So we make sure that the technology gets secured. Patents are getting more important. 
What will you do with the common things? When you take a corner? we will do the same 
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things. It depends on the model we are producing. All the models we have a patent. When 
you do something big, when you take a corner to do different things, patents must be 
important. Because within one night, it will be copied. Open system. So it is very critical. 
Like we have a very small model we supplied to Hundai to the USA and Mexico. STK the 
brand. They try to penetrate different markets. They target is just Alcatel in Europe now. 
So we made from them. We have nearly 3 Million pieces ordered from them. Just in the 
haze of one month. Now almost 10 people have that. We didnt make patent cause this is a 
very small one. Usually it is 6 USD so no need to make patent for that. Now 7 people have 
this model. 

 

Artop Inno 

Name: William Du 

Position: Chief Technology Officer 

Audio File ID: Artop Inno – William Du.m4a 

Topic Interview Question 
Government 1. How is your company affected by government regulations? How do you deal with 

the government? 
1:17 As private company we have current corporation relationship with local government, 
because here in SZ the government fully support the industrial economy. Some of the big 
projects (scientific research) is fully government supplemented. That is the main field to 
incorporate with Chinese government. In other regions (Chongqing) we have some projects 
in cooperation with the government and that's why they give us support. 

2. Which role does IPR play for your business? 
2:21 We have a subsidiary which is fully responsible for the implementable IPR. For our 
design (normally have to provide intellectual propertiy service either.) 3:22 For our design 
work we provide the intellectual property service together. We have a subsidy in our office 
and they probide intellectual property trademark. Application for all our customers who 
have this requirement we assist with the IP, not only with the main application. For example 
currently we are helping a customer in the USA to apply for patent since last month. In 
design, it is important that you have to apply for the patent and protect intellectual property. 
For IPR, we suggest to provide protection in the beginning to protect your work. For 
example, in Huaqiangbei you can find all the components there because it has the industry 
there, so that is a very good example. If you design a product, within one month you can 
already have the manufacturer do mass produciton. Even export has been a main advantage 
due to the connectivity to Hong Kong (airport or transportation). Most of designers have 
the ideas of the concept, but they act here in Shenzhen it is the best place to make your 
ideas to a real product. People here actually do the work, not only thinking. 

Modular 
Architecture 

3. Why is your company located in Shenzhen? 
3:22 For our design work we provide the intellectual property service together. We have a 
subsidy in our office and they provide intellectual property trademark. Application for all 
our customers who have this requirement we assist with the IP, not only with the main 
application. For example currently we are helping a customer in the USA to apply for 
patent since last month. In design, it is important that you have to apply for the patent and 
protect intellectual property. For IPR, we suggest to provide protection in the beginning to 
protect your work. For example, in Huaqiangbei you can find all the components there 
because it has the industry there, so that is a very good example. If you design a product, 
within one month you can already have the manufacturer do mass produciton. Even export 
has been a main advantage due to the connectivity to Hong Kong (airport or transportation). 
Most of designers have the ideas of the concept, but they act here in Shenzhen it is the best 
place to make your ideas to a real product. People here actually do the work, not only 
thinking. 

4. Do you extract competitive advantage through the ecosystem? 
9:38 For our company, the design part is the main business. We can develop your type 
from concept to prototype to mass production to the final delivery. All these services we 
can provide, not like other companies maybe they just do the design, but then you have to 
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find the manufactuer yourself to do the mass production. or the logistic company to do the 
shipment. This is our advantage, this is what most of our customers want: they bring us the 
idea and then we put the design, the mass production and for example I will be responsible 
for the export of the work. This is our competitive advantage. There are a lot of design 
companies in China. 

Network 5. How important is Open innovation (technology) for developing your products? 
11:58 Most of our partners share the open innovation. We share the update in technology. 
We share some of the latest techniques. Recently we have done programming project, part 
of the component, currently it does not exist in the market. This customer has designed a 
special robot, because before we have corporated and share something with them. Some of 
our suppliers rapidly let us know what is their updated technical information.Therefore 
other engineers or designers can use latest techniques to design so it has to be connected 
with each other and we share information. 

6. What is the nature of your networks? Are they closed / what does it take to 
participate in the network? 

15:28 Most of our suppliers are in our network for a long time so we trust them. In our 
business we rely on them, they also like us rely on them so it is a rather closed 
partnership. We are also open to new company, even new ones have something new and 
our customers want that. For our partners we hold an open attitude towards them. 

Rapid 
Environment 

7. Business Model: how difficult/easy is it to build up a new business model and 
be successful? 

17:27 There are 3 types of business types: 1) Design: We provide the design to the 
customers.2) Industrial Service: from design to manufactuerer. The price is different if 
you only do the design. This is where the start-up companies come in. 3) We would like 
to share some of the technologies, we would like to invest in these companies because we 
think we share something. even for the design service we have to check and see how we 
can connect the latest design to the production. we have to connect some projects 
depending on the customers' requirements. 

8. Low extension challenge for old technology: Is the latest technology available 
for everyone? 

20:58 It is difffernt for different products. For design, we have to look into the market 
and the quality of the products. Each department focused on one of the work of the 
designs to make the sure the design is according to the customers' requirements. 

Organizational 
Learning 

9. Is your company's view on profitability rather short-term or long-term? (short <3 
years; long >3 years) 

22:10 It is for the long-term development. We established 18 years ago. We have 
established more than 3 branches in China (provinces) We went to different cities in the 
mainland. The next step is to internationalize. Since 2012 we are beginning to export. 

10. How does your company support organizational learning? 
23:42 Our company has a flat management organization. In a project, our engineers 
participate in the break into the advantages and the things we can learn and make and 
improve a better process step-by-step. 

11. How does the innovation process work? How do you incorporate feedback? 
24:40 Most of our customers work in trade department. When engineers finish, it is our 
work to sell this products to our customer. We go through their feedback, if they have some 
problems (mass production) we provide free after-sales service. This month, our customer 
just told us his customer has problem. So we just ship another one product to replace a new 
one for the customer. But most of our products before we put them in the market we test 
them a lot and we get certificates customs for Europe such as CE certificate. Quality 
guarantee means the service is free. 

12. Does your company pursue a rather exploratory (radical innovation) or 
exploitative learning (imitation) strategy for innovation? Why? 

27:22 We do both. But for the customers it depends on their requirements. Most of the 
time the innovation has some risks due to no experience if the product is accepted by the 
market. So most of our work we do it incremental. If they want to provide a new product 
we design that too. 

Global Value 
Chain 

13. What is your company's competitive advantage? And in the future? 
29:19 For us we understand how to optimize the design for US and Europe. We are 
located in Shenzhen, our main advantage is to put the real design to the end of mass 
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production and manufacturers. We do have branchs across the mainland. Here, most of 
the design is happening here in Shenzhen. Manufactueres are based in different cities. 
Event now, we cooperate with customers from the US. They have a very good design, but 
the problem is they cannot find a company that can manufacture for them in the USA. 
That's why they find us. We do their idea. We build their prototype and do the 
manufacturing and export it back to the US. They say they have the idea but they don't 
know how to manufacture it. 

14. What are the internationalization strategies of your company? Which markets 
are targeted and why? 

31:19 Currently most of our customers are from the US, that is the main mobile customer 
(California, New Jersey, Florida, Germany, Sweden, England, Netherland). Other 
customers we have from Australia, Korea or Japan (smartphone) 

15. Which (inter-firm) competencies do you believe are the most important when 
entering new markets? 

32:30 For different markets we need different certificate depending on the customer 
industry. We have customers from different sectors. We have the CE, ISO, ROHS, FCC. 
We have operated with these customers for years in EU, USA, Australia. Here in 
Shenzhen many services companies help you to apply for the certificate. IPR certificates 
you can get here in the city (ecosystem). 

16. Are the products being changed for other markets outside your home country? 
N/A 

17. In how far do patents play a role when entering other markets? 
35:08 It depends on the different projects. For example, if you only have a idea/concept 
you may have a lot of amendments. 

Additional 18. Additional Question: Where does innovation come from? Is it from the supplier 
or Artop Group? 

36:55 The most important function for innovation is engineer himself. Our company has 
changed for more than a decade. The experience of them is part of the innovation. 
Example: we currently guide the students to do some competition and kick-start their 
career. We guide them to do the design and prototype. Innovation is coming from every 
side, not only the engineer (design-thinking). 

 

Shenzhen Open Innovation Lab 

Name: David Li 

Position: Founder & Executive Director 

Audio File ID: Shenzhen Open Innovation Lab – David Li.m4a 

Topic Interview Question 

Government 1. How is your company affected by government regulations? How do you deal with 
the government? 

0:42 The Shenzhen government stays out of the way. Interesting part, in 90's when SEZ is 
successful in Shenzhen. When Shenzhen becomes successful, Shanghai and Beijing 
become one too. This transition is interesting if you look at the news in early 2000's about 
Shenzhen. Most of the articles say "Thank you Shenzhen for your contribution to China, 
but now you can retire, because the real China is coming in". When SZ was started in late 
80's the communist China wanted to experiment with capitalism but they did not want 
experiment somewhere significant. Shenzhen as collection of 15 fishing villages was a 
trial, if it would not work, nobody would have ever heard of it. The experiment was 
successful and Shenzhen opened up. In the early 2000's Shenzhen completed its mission. 
Without government intervention Shenzhen and Shanzhai phone took off - that's the golden 
10 years with little government regulations/interference. Shenzhen was re-discovered in 
early 2000 it was crazy to make the Iphone jumping out the roof and that's when Shenzhen 
became everyone's attention. The SZ government now has been secretly transforming the 
city, so there is this policy squeezing out old industry they don't like and leave the space 
for some they would like to come in. This has been implemented for the past decade. If 
you look at the government, especially with the Western democracy it is kind of interesting: 



 

	

142 

China is supposed to be authoritarian, but nobody listens to what the mayor wants to do. 
He can want whatever he wants. We do our things as long as the government stays out of 
the way we are good. Building roads, industrial parks is good, but nobody wants to hear 
the government's vision. In the West the voice has become case, so everyone is looking to 
the leaders/saviours. In the past few years it got worse (Brexit, Trump). Suddenly everyone 
watches the European elections. Here, the government stays out of the way. They want to 
find someone to come in and save even more. As long as your company in Shenzhen makes 
sufficient amount of money, they like it. They don't care what you do, just pay tax and 
employ people. Another thing is that every visions they want to do to spread money for 
example here at the makerspace. But they don't come in and tell how to the makerspace 
should be run. They don't dare to do a regulation as long as you create successfully. 

2. Which role does IPR play for your business? 
7:04 When we experiment successfully, the government will put us up in center of stage, 
so everyone knows who to copy. Many people copy successfully and say "It is our vision". 
So they backdated the visions. The political system here is interesting and makes it very 
different from the Western perspective. The good part of not having election is that one 
party is always in control. The bad part is nobody when they announce a policy, they have 
to beg people to follow. It is not that they can announce a policy. In the West it becomes a 
policy and then law. And law is enforced by the state. In China, they don't even announce 
policy, they just write a law and then go around begging everyone to follow. When they 
write a law, it is the beginning of the campagin, that's why everyone looks at SZ and says 
that SZ has such a good maker-policy so the government must have figured it out. 
However, they don't know and just wait. The government simply wants to see which one 
works and just promote that one so that everyone else can copy. 

Modular 

Architecture 

3. Why is your company located in Shenzhen? 
9:20 It is due to the infrastructure. Many people come to Shenzhen asking "How can I copy 
this to my city?". I tell them that it is impossible because Shenzhen is 90% of the global 
electronic production. If you have so much, that infrastructure makes SZ complete. If you 
want to copy it, then you need to achieve such level of global electronic production, 
however it does not work. On the other hand, SZ is an open eco-system. It is not a 
traditional notion, because one of the ideas of the 20th century is the means of productions 
(Karl Marx: Who owns the means of production controls the power). Even today we still 
have that conceptual idea.Constantly people come to SZ and all they think about is Chinese 
cities, Chinese factories - they mass produce for China. If you look at back of your phone, 
however, Shenzhen does not produce for Chinese but for global. Again, 90% of electronic 
needs is provided by 15million people in Shenzhen. Second part is the huge means of 
productions that become a service who can afford it. SZ is making this cost lower and 
lower. It is not a high barrier entry. SZ is becoming center of innovaiton, it is not because 
we have 3 superstars here, it is because of the infrastructure here that innovation is coming 
up. Another example: more connected through Internet: many people innovate on internet. 
company internet projects and they all host on Amazon, AWS. Nobody is going to Bezos 
asking what new start-up has he created lately. Bezos: we provide AWS to enable as many 
people as possible. that's the relationship between global innovation and SZ. SZ is going 
to power the Internet of Things. 

4. Do you extract competitive advantage through the ecosystem? 
13:12 Yes, but the competitive advantage is not only fighting amongst each other. You 
compete, but you also cooperate. The big part about Shenzhen is it allows everyone with 
ideas to explore different markets. That competitive advantage is always around by huge 
multinational such as Apple. Everyone who is selling phones is my competitors, but 
Shenzhen people do not look at it this way: As long as you don't sell in my market you are 
not my competitor we can talk about anyway we can cooperate. If you sell in Denmark, we 
can share the entire productions. Two of us combined we can go from 200'000 to 1mio 
units and then the prices drop. That kind of competitive advantage is less important than 
open cooperations. Shenzhen does not as "What is my competitive advantage versus you?" 
It is "How much money can we make together tomorrow?" Some people think it is short-
termed. But if 100'000 people think it is short term, rapid iteration and that's where the 
underlying innovation comes from. Because 10'000 people thinking about iterations and 
with in the back of their ideas is that with every iteration you come up it becomes more 
less a public property of 100'000 people and that's when you move really fast. It is like one 
company where experimenting and testing every single idea on the market. 
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Network 5. How important is Open innovation (technology) for developing your products? 
15:45 Open innovation is going to save technology because we have already moved beyond 
the technical dominance of technology. I mean that it used to be: I can make a device do 
this. I don't care how it looks or accurate its use. Think about initial dots or Windows 95. 
They are terrible but people buy them because they deliver function you must have. 
With/Without computer is a big difference same as with the mobile phone. Even with 
mobile phones, there is not one big technology company (no Intel for mobile phone). 
Underlying mobile phone production is commoditized. The better term to use is the 
commoditization of technology. It's very important for the future. Otherwise if technology 
still delivers value, Intel would not have to fire 50000 people last year. The technology 
does not deliver anymore, the demand does. It is no longer about people who can make the 
technology, it is about those who can take the technology and make it useful for people. 
One example: smart cooking device (steam+oven in same machine). However, it does not 
make you want to go out make you want that machine because now you can build/produce 
it here for few money. It is technically difficult, but with the infrastructure here, it is very 
easy. Who should be creator? The people creating recipes? We are still in this transition 
and acute moment of the industry looking for this engineer coming up with an amazing 
function.In reality, we are awaiting for a chef who comes in and wants to spend time in 
R&D on how can I adapt my cooking to this (ingredient, food). He would be the one 
deserved to have his name on the products. Not an engineer or programmer. Because these 
things are difficult, but again, coming to Shenzhen is making this commodity with up to 
200'000 engineers and 130'000 in industrial design. Whatever smart thing you want to build 
you can easily build it in Shenzhen, it is a commodity. That big thing is that shift we are 
going through. we have gone through the same shift already: with the Internet (in 90's). 
Then, nobody mentioned business model, it was only technology (Microsoft dominance?). 
Only when the internet bubble bursts, people realize that internet is not about technology. 
Alibaba/Jack Ma story. 24:12 Shenzhen is a platform and changed everything. Most people 
though still ask the same questions: So you build a smart watch: what's your technology? 
It doesnt matter where you stand in the world now, as long as you bring together 3 people 
creating a smart watch. I can guarantee you they will be happy to find it already in SZ and 
make it a label, brand it and market it as your own. 

6. What is the nature of your networks? Are they closed / what does it take to 
participate in the network? 

25:00 You talk to one person and then you are in the network. It is pretty much human 
network. It has to come in with the right humanity and positions. WSJ video smartphone 
watch it. They did a smartphone and got inspired by a guy who got a smartphone done in 
Huaqiangbei for USD 300. They built an iPhone within 30minutes, however it was one of 
the repair guys who built it for him. However the journalists came back and wanted to build 
their own phone instead of an Iphone. We reached out to several partners in the high level 
phone productions. The difficult part is not to build the phone, it is rather the challenge to 
find someone who is willing to build just 20 phones and willing to spend the time to do the 
filming with them. The video is the best description of hardware in Shenzhen. It is about 
clarifying the functions that a phone must have, rather than running around in Shenzhen. 
That's what the open innovaiton means in SZ, you have an idea, you come in in the right 
level, stop obsessing with the components of Huaqiangbei - it is the wrong label of 
interaciton. The high level area is the whole power, the real production and the real 
interface. 

Rapid 

Environment 

7. Business Model: how difficult/easy is it to build up a new business model and be 
successful? 

29:28 No, you don't build a new business model. There is only 1: produce something for 
5USD, have someone buying it for 10USD. The only potential new business model is the 
subscription: you build something for USD 5, you sell it to someone for USD 10 and have 
them pay some dollars every month. But other than these 2 there is no business model 
innovation needed.. Such talk only comes from Internet companies who do not know how 
to make money so they build up fictitious business model which never work. Entire Silicon 
Valley runs on one business model: advertising. Google is an advertising company and 
produces nothing of impact. Self-driving car is a nice toy, everything else Google only 
makes money on advertising which is 97% of their revenue. Facebook, Twitter is 
advertising and Amazon sells you stuff. I think there is overemphasizing of business model. 
if you find a niche - find a fast way to produce it and then go in the market. There is a huge 
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scare of the IoT in Europe. Because German government (EU) just fined Google 2.6bn 
USD for anti-competitive. The whole country is scared of Google - it does not treat us as 
humans - we are Google's products. Our eyeball is a product and Google will try to 
advertise it. We do not have a direct relationship with Google, so if we are pissed. If 1 
person gets pissed at Google, they will not care about the customer who does not want to 
buy for USD 10. Through IoT, this arduous relationship goes away and that's why IoT is 
getting scary there. We have seen how abusive internet companies are but this is where it 
comes back to this new kind of opportunity. We go back to very honest business model. I 
build something and you are willing to pay me more than I would produce it for. 

8. Low extension challenge for old technology: Is the latest technology available for 
everyone? 

33:39 Yes, AI is available for everyone as a call service (IBM, Google, Microsoft, Baidu, 
Tencent, Alibaba). It is commodity. If I can simply buy it online, then it is commodity, the 
hardware also is just as with the example of the WSJ video. I think the company Weco has 
gotten too few attention in Europe. Weco is Number 2 mobile phone company in France - 
build a business case of it for Denmark. Weco is very French (Trump of mobile phone). 
Easy money making business model is so easy to find. We are confusing novelty and 
innovation though, so innovation does not have to be novel nor completely new. It is about 
improving what is already there. People are pushing for this rapid incremental innovations. 
If you through around novel ideas in SZ, you will find very little response from ecosystem. 
They will say "that sounds cute, when can i see some cash or my name?" If you have an 
entire system constructed to do that it falls down really quick. In February I was in Silicon 
Valley CasAR was valued at 5mio dollars and the hottest start-up in the valley, this 
morning they went bankrupt.This is not even 6 month ago. What they tried to build is not 
difficult. Novelty innovations is because of the need and want to play that financial game. 
So you have to make up ideas or people will buy into that idea. Incremental innovation in 
the long run, in fast speed is breakthrough innovations. When you see it happen every day, 
you don't feel it. But in the long run, that's what it is. Steve Jobs as example of 70's: you 
will only hear about the winner - nobody hears about the failed hundreds of companies. 
Now, your idea has to be so novel that you are only one of 7bn who every thought of it - 
that's not innovation, that's illusion. 

 


