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It’s no secret that when it comes to manufacturing technical gadgets, China holds a prominent
place. Yet among tech firms in China, competition is stiff and there are many challenges that one
must address in order to find success.
Looking closely at the experiences of Shenzhen-based Hali-Power, a company that’s been
manufacturing electronics since 1984, there are four main challenges that small tech firms in China
must address on their path to success. Hali-Power, most popularly known for its MiLi brand of
hardware, is an example of a company that pushed its way to success, making everything from
battery packs to smartphone projectors. As Hali-Power sees it, being small – though coming with
some disadvantages – offers more flexibility and better avenues for true innovation.
Challenge #1: Unfair competition
It’s fair to say that intellectual property protection is relatively weak in China. In certain segments,
fake products can be seen flooding the market rampantly. The word in Chinese for this
phenomenon is Shanzhai or mimicry. It is bad enough when a small firm produces something
Shanzhai, but when a large firm engages, the damage is not only limited to small rivals; the entire
industry will be affected and could even be destroyed.
Large firms with capabilities of mass production have powerful sales channels, and they could dump
Shanzhai products at below-cost prices. For example, the raw materials needed to make a
5000mAh power bank (not including production cost or marketing cost) are estimated to be 55
Yuan. Should a large company sell such a product at 49.9 Yuan, pretty much all the manufacturers
in power banks would be squeezed out.
It’s a logical strategy to take, as it’s proven that Chinese consumers tend to be highly sensitive to
pricing. However, when companies focus too much on cost reduction and competing on price, they
tend to spend less effort on innovation. After all, small enterprises need profit incentives to pursue
technological innovations. When industry leaders engage in dumping in order to dissuade smaller
rivals from entering the market, consumers will suffer. Small firms must find a way to work with this
unfair competition.
Challenge #2: Choosing the right partners
Today’s world is global. Even in restricting distribution to only major markets, a company would still
need to deal with some twenty countries. To market products on such a scale, one needs to
overcome differences in business models, value systems, missions, visions and culture. One must
search for long-term partners who have integrity, innovation, passion and commitment.
Large companies have many advantages because they have the resources to build their own brand
and then ask smaller firms to act as original equipment manufacturers (OEM), that is, ask them to
make products using their brand. A large company might ask Hali-Power to produce a power bank,
yet they would not allow Hali-Power to distribute it under the established MiLi brand, as they would
want their own brand to be showcased. Working with such overbearing partners causes erosion for
smaller companies, yet at the same time, making alliances with other small firms might turn out to
impede rapid growth in the long run because of a resource pool lacking in scope.
Challenge #3: Product transformation
Hali-Power evolved from an OEM to a firm with its own brand. Nowadays they are an MFi, a
company that is designated to work with Apple through a license. For now, the company’s products
are solid hardware, based on good design and product features, yet its place in the future isn’t as
solid.
Today smart devices are the trend, and in the near future Hali-Power believes these will displace
other hardware products, similar to what the iPhone did to Nokia. Thus, it is not enough for HaliPower to upgrade only product lines. They are already planning new innovation in software. The
company looks to roll out a new device that will make beauty care smart. A skin sensor, completely
compatible with existing mobile devices, will soon be on the market to detect dryness and analyze
personal skin care needs.
Because such smart devices typically integrate different types of players, from upstream
technologies to downstream sales channels, Hali-Power will need to develop a strong ability to find
the right distribution channels to best catapult its innovative software. As is the current case for HaliIMD – www.imd.org
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Power, many small firms face similar challenges to develop in areas outside of their proven
experience.
Challenge #4: Managing product innovation
While innovation is typically a good thing, too much innovation can carry risks, resulting in “overinnovated” products. This is because all innovations must be based on the needs of end-users.
Technology and innovation alone have no value. Value is only created when an innovation is
seamlessly incorporated into a product with end-users in mind.
Firms must think from the standpoint of end-users and ask whether or not they need new features. If
something turns out to be “over-innovated,” the price in extra time and resources to educate the
general public is very high. Or, if the innovative product has a different target group than that of the
original sales channel, we need to invest in developing new sales channels.
Take the easy example of cables. Many larger companies have long established profitable sales
channels where they focus on the production of white colored 1-meter cables. Hali-Power saw an
opportunity to manufacture 1-meter cables in several colors and also to vary the length to 20cm, 2m
and 3m. This is obviously a very small innovation, but it is one that is easily understood and
accepted by end-users. And, as it is a value innovation, it brings more profits than the ordinary 1meter white cable.
For all tech firms, value derives from innovation. In the vast landscape of tech players, both large
and small, the industry would be wise to compete and partner together in order to ensure survival
and bring real value to end-users. But for all small firms, often up against powerful giants, know that
being small is beautiful. You have the drive, flexibility and savviness to bring the technology that will
move us into the future.
Winter Nie is a Professor of Operations and Service Management at IMD. She teaches in IMD’s
Orchestrating Winning Performance program which runs from June 21 -26, 2015.
Harry Zhu is the founder of Hali-Power, a company that has been developing and manufacturing
external battery packs for mobile phones, digital cameras and digital applications for three decades.
The company’s Mili brand is an Apple authorized brand.

IMD – www.imd.org

Page 3/4

THE 4 CHALLENGES TO SUCCESS FOR SMALL TECH FIRMS IN CHINA | Why being small is beautiful

Related Programs

ORCHESTRATING WINNING PERFORMANCE - http://www.imd.org/owp
The global business program for individuals and teams
Program Directors Michael Wade, Bettina Büchel, Dominique Turpin
•

Get exposed to the latest management thinking and to practical and innovative solutions for
your business

•

Anticipate global business trends

•

Boost your performance, broaden your perspectives and expand your global network

•

Design the program that suits you and your team

•

Become a complete executive through activities that develop your mental, physical, and
emotional health
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