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In order to obtain a COMPLETE VIEW of what important
Improvements are needed in the total supply chain, it is
crucial to include the view of the customers

The ISC project took 2 approaches:

1. Looking from within, through the eyes of the consultants and the from
internal Huawei's staff observation

2. Looking from without, through the eyes of the customers, who are the
final decision makers of Huawei's success

We want to find out Huawei customers perceptions on:

1. desired wants and needs - from the stage of evaluating to buy a
telecommunication network product to the final stage of using
that product

2. Huawei performance in these areas
3. Best of Breed competitor performance in these areas
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Over 3 elapse months (March to June), we have reached a total
of 46 customers* through 16 interviews and a mail survey with a
result of 30 responses

March 27 - May 12 May 22 - June 26

Qualitative |Illllll=m -
Methods " I g

INTERVIEW SURVEY

&
Mon;«fants 157 \ E ///
Truth %‘.‘\ \v
"l want...
"l need...
"l envision...
Purposes. | Generation, Testing of Hypotheses
Formulation of Hypothesis
For mat: L oosely structured, Well structured,
permissive subjective; constraining objective
Rich in content
Limitations: | Results cannot be projected | Lacks descriptive power;
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16 customers were selected by Marketing from-3 major cities and 3
provinces to be interviewed

maturity level in purchasing

0 high maturity
@ medium maturity
B low maturity

Interviewee Profile .

e 10 China Telecom units Shaanxi
e 2 HK telecom operators
e 3 China Mobile units

e 1 China Unicom unit

e All of the interviewees are of high to
medium ranking

e Estimated total 1999 revenue to Huawei
of RMB 10.3yi (9.8% of total 1999

revenue)

Note: Maturity classification is determined by expefrenggin Marketing and Technical Support function \“”/
— == This report was produced by IBM Consulting AUp §\ //;
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From the interviews, we learnt of the customers' wants and
needs in their key interactions with a network equipment
vendor - from the buying to the usage processes

Key customer interactions classification

Buying Experience

- Evaluating a product

- Reviewing a proposal and negotiating
Contract Delivery Experience

- Taking a delivery

- Installing a product

- Payments settlement

Usage Experience

- Using a product
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For the Buying Experience, customers value a reliable and
competent sales force who can deliver a comprehensive and
highly professional proposal on their recommendation

Evaluating a product
1-1 selling commitments match actual

1-2 selling & negotiation need stronger technical people
1-3 detail functionality descriptions

1-4 proven new technology products

1-5 consider fully customer network

1-6 competently introduce new technologies

1-7 technical people stronger communication ability

1-8 proactive tracking of issues and solutions * = Hong Kong customer

1-9 regular new product update 3¢ unique requirements
Reviewing a proposal and negotiating

2-1 clear price competitiveness

2-2 clear T&Cs and responsibilities

2-3 detail implementation project plan

2-4 future network maintenance requirement
2-5 network compatibility and interface requirement
2-6 future technology recommendation

2-7 fast proposal clarification

2-8 detail solution description and benefits ¢
2-9 competitive products comparison S
2-10 itemized pricing Y

2-11 less customer signatures

te: see appendix for further elaboration of the customer requirements 1 2 3 4
—_—— Frequency mentloned
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For the Contract Delivery Experience, customers want no surprises
of any sort

3-1 on time and correct product delivery

3-2 correct delivery / packing list and part numbers
3-3 Vendor parts checking on-site

3-4 communicate QA results before delivery S
3-5 better packaging ¢

3-6 communicate delivery details before arrival Jag
3-7 communicate ECO changes before arrival J
3-8 send manuals before delivery S

Note: see appendix for further elaboration of the |

| [ |
customer requirements 0O 1 2 3 4

= Hong Kong customer unique requirements Frequency mentioned
"we need to know exactly
"we want to receive what versions of hardware
complete shipment" and software we will be

receiving so that we can

SH City Telephone | agyre their compatibility with

"Need to deliver what is

committed in contract” ~ e the existing network"
Hutchison Crossing

HK Telecom
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Customers wish to see consistency of installation quality in terms
of attention to details by an equally competent project team from
beginning to end of the installation cycle

4-1 proactive / coordinated site preparation

4-2 clear & consistent documentation on project progress & final configuration

4-3 increase emphasis in installation satisfaction

4-4 qualified trainers for on-site training

4-5 overall project coordination

4-6 network assurance during cut over

4-7 project management empowerment

4-8 more thorough problem resolution

4-9 on time installation

4-10 stable installation team

4-11 detail installation QA

4-12 More in-depth training

4-13 training before product shipment

4-14 Multilevel training

4-15 training after product installation

0123 4 5

Frequency mentioned

Note: see appendix for further elaboration of the customer requirements

"Huawei's installation project management

guality is not consistent”
GD Mobile
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For the Product Usage Experience, customers desire preventive
maintenance and speedy repair service with accurate duration
estimation

5-1 enhance remote technical support service

5-2 on-site preventive maintenance & seminars

5-3 problem severity classification & time to repair

5-4 fast spare parts repair / replenishment

5-5 local spare parts stock

5-6 provide priority service

5-7 prior approve to on-site equipment changes

5-8 clear technical support service support strategy "We wish you can perform

5-9 centralized multi-vendor maintenance

- . preventive check
5-10 minimize product replacement difference

5-11 fast support service pe”Odma”y’ and give

5-12 problem resolution sign-off Y customer quarterly update

5-13 current support contact details 3¢ report.”

5-14 enhanced repair time estimation g

BJ Suburb Telephone

5-15 QA technical support Ja¢

5-16 optimize spares stock T

Note: see appendix for further elaboration of the customer | | | |

requirements O 1 2 3 4 5§

* = Hong Kong customer unique requirements Frequency mentioned
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Customers expect Huawei to be well coordinated from sales to
technical support, and be knowledgeable about the customers
background and installation details

6-1single point of contact

6-2 increase customer history knowledge

6-3 sales and customer service communications
6-4 customer focused

6-5 stable operations

6-6 coordination within sales

6-7 more effective sales functions

Note: see appendix for further elaboration of the | | | | | | | |

customer requirements 0O 1 2 3 4 5 6 7 8

Frequency mentioned

"We feel Huawei has strong

departmental walls - hard to "We feel there is no backing
relate a message to the of management support to
right party" the identified focal point - he

| | "Vendor must take the view | seems to be very powerless."
Hutchison Crossing | of the stand as operator to y P

aeesessssss————— SOlve problem."

Hutchison Crossing

BJ Suburb Telephone
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Customers have cited a lot of areas, mostly in the supporting
aspects, for Huawei products to improve on. The details were
passed to IPD project team for their reference and consideration

software quality

software version control

increase manual quality

English manuals

improve 3rd party product packaging
hardware quality v

manuals match product J¢

unique part numbers g

increase product variety

equipment should match specification

| [
requirements 0O 1 2 3 4

‘ﬁ( = Hong Kong customer unique requirements Frequency mentioned

Note: see appendix for further elaboration of the customer

"We hope the installed software edition can be functional for a
long time. Huawei should not solve problems by upgrading
software edition because this will cause big burden on our
maintenance department.” SH City Telephone
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Huawei seems to perform generally better than its top competitors,
except in 'Product installation’

Overall Performance Comparison

Evaluate
B Huawei

performance

Proposal Averaged
Competitor
performance

Delivery

5 55 . b 6.5 7 7.5 8 8.5
Data Source: from 11 domestic customers and 2 HK customers
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However, the 2 HK customers find Huawei consistently worse off
than its top competitors, this contradicts directly to the view of
Huawei's domestic customers

Performance comparison Performance comparison
(by the 2 HK customers) (by the 11 domestic customers)
evaluate
evaluate 0

support proposal support /| |/ proposal

installation delivery

installation

18— Huawei —— Best of Breed Competitorg
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In fact, having much more international experience, the 2
Hong Kong customers hold a more critical view on Huawei's
performance than the other domestic customers

Huawel's Performance Rating

evaluate
0

Domestic Customers
——
HK Only Customers
A

support proposal

"we need the published manuals b
to train our technical staff, but
we cannot use Huawei's
published product manuals as
they do not match with the
product we received"”

HK Telecom

"Need to be right the first time in
delivery"”

Hutchison Crossing

installation — / delivery s

N "we need to know exactly what versions of
hardware and software we will be receiving
"should never upgrade our so that we can ensure their compatibility
equipment without getting prior with the existing network"
permission” HK Telecom
Hutchison Crossing

—y Data Source: from 11 domestic customers and 2 HK customers \“”/
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The importance of the requirements gathered from the interviews
were verified by a survey of which 30 custemer* responses were
received from 13 provinces

maturity level in purchasing
0 high maturity

@ medium maturity
B low maturity

Heilongjiang

Survey Respondents Profile Nei:enggu
e 24 China Telecom units
e 3 China Mobile units
¢ 3 China Unicom units N @
e Over 90% of the Shaanxi ~ Henan
respondents are of medium @
to medium ranking Hubel
e estimated total 1999 revenue of
RMB14.5yi (14% of total
1999 revenue)
N
* The survey was issued under the IBM's name Yunnan
Note: Maturity classification is determined by expeL'e\\nj\eX' kett Teehnical Support functions
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From the survey results, it indicates "Ongoing technical support" as
one of the top reasons customers buy from Huawei, and there seems
to be no major deviations due to the level of customer maturity

["] ongoing technical support @
10 Customer .
product quality
responses =R -
s price competitiveness $
BAEERERERRRRRRRRRSARRSANNY [ comprehensive product functions
\ \ \
0O 0102 03 04 05 06 07 08 09 1
] ] ] ] ]
13 Customer \ price competitiveness $
responses M national product
I advanced technology
M company image
0O 01 02 03 04 05 06 07 08 09 1
‘ | ‘ ‘ | | ! ["] ongoing technical sup
7 Customer ) price competitivergss
responses i comprehensive product
functions
marketing technical support

% Response within each maturity level

This report was produced by IBM Consulting Group %\\\‘"’///&

Huawei / IBM Confidential HUAWEI

.|||i



The survey results also indicate that Huawel needs to pay more
attention in the wants and needs for Proposal and Ongoing
Technical Support

Perceived Importance of the Wants & Needs within the Six Categories
& Huawei Performance

10
8.9 8.9
8.4 8.7 8.7 8.8
8
__ Importance

v 6 | Huawei
o Performance
=
g

4 A .

Relatively low
, performance
0
1. Evaluate 3. Delivery 5. Support
2. Proposal 4. Installation 6. People
Categories

.|||!
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Performance

For the Buying Experience, respondents want Huawel to do
better in price competitiveness and be more detail in
customer's total network considerations

Customer requirements for the Buving Experience

N + CR1-1
| CR1-2 CR2-1 price
8.5 4 CR1-3 competitiveness
I A CR1-4
. ORI * CR2-5 network comp
® v CR1-6 .
8 x CR1-7 & interface
R | © CR1-8 requirement
A VO ® CRI1-9
75 ke 71 CR2-1 ¢ CR2-4 future network
| ‘o Y CR2-2 maintenance
A Y ' CR2-3 requirement
; | CR2-4
7 5 A CR2-5 _ _
¥ CR2-6 CR2-8 detail solution
| CR2-7 description and
6.5 v © CR2-8 benefits
' A CR2-9
6 7 8 9 10 7 CR210
I CR2-11
Importance
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Performance

For the Contract Delivery Experience, respondents believe
Huawei should put more focus in the installation team, and
enhance the training offerings

Customer requirements for the Contract Delivery Experience

B CR3-1
' CR3-2 CR4-8 more thorough
A CR3-3 :
8.5 A CR3-4 problem resolution
n Y CR3-5
; CR3-6 x CR4-7 project
CR3-7
3 A 5 Cras management
. A CRa-1 empowerment
v N ' A CR4-2
75 M i TE v CR4-3 CR4-10 stable
A K ; gii;‘ installation project
o  CRA4S team
7 K CR4-7
................................... ] CR4-8 ¢ CR4-12 more
® CR4-9 in-depth training
65 X /\ CR4-10
. I CR4-11
| CR4-12 CR4-14 multilevel
X CR4-13 Ni
6 7 8 9 10 cra14 raining
Importance T CRAIS
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For the Product Usage Experience, respondents express the
wish for a matured ongoing technical service offerings from

Huawel, particularly in spare parts strategy

Customer requirements for the Product Usage Experience

CR5-1

8.5

CR5-2
CR5-3
CR5-4
CR5-5

0¢]

CR5-6
CR5-7
CR5-8

Performance
~
(@)

CR5-9
CR5-10
CR5-11

— <> > O — P> — 0

CR5-12
* CR5-13
+ CR5-14
* CR5-15

B CR5-16

Importance

10

e CR5-4 fast spare
parts repair /
replenishment

CR5-6 provide priority
service

+ CR5-14 enhance
repair time estimation

4 CR5-5 local spare
parts stock

= CR5-16 optimize
warranty spare stock
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Performance -----------------mmmemeo>

The survey results indicate that Huawei must first pay closest
attention to monitor on those areas that if not done well could
drive customers away, no matter what maturity level they are in

Q
o

[ |
|
A

Basic Needs

CR1-1 Selling Commitment meets Actual
CR1-4 Proven new technology products
CR1-8 Proactive tracking of outstanding issues

IA CR2-1 Clear price competitiveness

Tk

(0]

EEJeO

»

~
o

\l

o
o

(o))

7

7.5

8

+

CR2-2 Clear T&Cs and responsibilities

CR2-5 Netwk comp & interface req I

3
O
[ ]
A

CR3-2 Correct delivery / packing list and part numbers

CR3-4 Communicate QA results before delivery

CR4-2 Clear & consistent documentation on pjt progress & final config
CR4-6 Network assurance during cut over

\4

CR4-8 Thorough Problem Solving during installatiorflr’g“’i

CR5-2 On-site preventive maintenance & seminars

|k CR5-4 Fast Spare Part Repair / replenishment

‘J@as

CR5-11 Fast support service

CR5-14 Enhance Repair Time Est

=y

:

CR6-1 Single point of contact
CR6-3 Sales & Technical Support Communication
CR6-4 Customer focused when handling technical issues

9.5 10

Importance

.|||i
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Performance ------------=-----mncmmema>

Then, Huawei should also pay attention to improve on those
areas that if done well might draw customers to come back for
additional business

(o0}

~
o

\l

6.5

Attractor Needs

CR1-2 strong technical marketing

CR1-3 detail functionality descriptions

CR1-5 full consideration of customer network in recommendation
CR1-9 regular new product update

CR2-3 detail implementation project plan in proposal

CR2-4 future network maint. requirement in proposal
.

CR2-5 network compatibility & interface req.

CR2-7 fast proposal clarification

CR3-2 correct delivery / packing list and part numbers
CR3-6 communicate delivery details before delivery
CR3-7 communicate ECO changes before delivery
CR4-1 proactive / coordinated site preparation

CR4-4 qualified trainers for on-site training

» — — > 2O —{<«<» > — B

-+ CR4-11 detail installation QA
K CR5-4 fast spare parts repair / replenishment = E
B CR5-5 local spare part stock
® CRb5-11 fast support service
CR6-2 increase customer history knowledge

7.5

Importance

A
V¥ CRG6-5 stable operation independent of people changes
| CR6-6 coordination within sales .@E
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How these findings link to ISC efforts... (to be added by JS)
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