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Abstract. Technology-based enterprises take technological innovation and R&D
capabilities as their core competitiveness and are mainly distributed in cutting-
edge fields such as semiconductors, artificial intelligence, and biomedicine.
Driven by scientific and technological advancements and the digital economy,
such enterprises are playing an increasingly important role in industrial upgrad-
ing and economic transformation. However, technology-based enterprises have
both high grprioritize technological innovation and R&D capabilities as their
core competencies and are primarily concentratedowth and risk, and their com-
petitive advantage is highly dependent on continuous technological break-
throughs. In the development process, they face two key strategic choices: one is
to "extend their strengths," and the other is to "make up for their weaknesses."
How to optimize strategic decisions under different market environments has be-
come a core issue affecting their sustainable development. However, existing re-
search on the theoretical framework and empirical analysis of corporate strategic
choices is still relatively scarce. Based on this, this study combines the theory of
competitive advantage and related literature. It adopts a case analysis method to
deeply explore the strategic decision-making logic of technology-based enter-
prises in a dynamic market environment to provide more targeted theoretical sup-
port and practical guidance for academia and the business community.

Keywords: Technology of Science and Technology Enterprises, Innovative
R&D Capabilities, Core Competitiveness, Strategic Choice, Competitive Ad-
vantage Theory.

1 Introduction

According to the resource-based theory, companies should rely on key resources that
are difficult for competitors to replicate to establish lasting competitive advantages.
Barney pointed out that only when companies have valuable, scarce, inimitable, and
organizationally supportive resources can these resources become the source of sus-
tained competitive advantage [1]. At the same time, companies can further consolidate
this advantage by building a "moat", which is "a mechanism that can protect the com-
pany's profit margins and market share from being eroded by competitors in the long
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term" [2]. In general, Porter's theory of competitive advantage takes the external market
as the entry point and reveals the key role of companies in building core competitive-
ness in gaining competitive advantage. In contrast, Barney's resource-based theory is
based on the perspective of the internal resources of the company and provides a more
in-depth explanation and supplement to the formation mechanism of core competitive-
ness.

However, with the continuous acceleration of technological iteration and the increas-
ingly fierce global competition, traditional static core capabilities have been unable to
cope with the complex and changing external environment and are gradually facing the
potential risk of failure. This highlights the practicality of dynamic capability theory.
In a highly uncertain and rapidly changing market environment, enterprises must con-
stantly reconstruct internal capabilities and flexibly allocate resources to cope with ex-
ternal challenges. As Teece, Pisano, and Shuen pointed out, dynamic capabilities are
"the ability of enterprises to integrate, build, and reconstruct internal and external ca-
pabilities to cope with rapidly changing environments" [3].

To further understand how companies choose the appropriate development path
based on their conditions, Adner and Kapoor found through their research on the sem-
iconductor industry that there are significant differences in the strategic choices of com-
panies at different life cycle stages [4]. Companies in the growth stage should focus
more on technological breakthroughs and innovation extension, while companies in the
mature stage need to strengthen the coordination of the industrial chain and system
integration capabilities to achieve efficient resource allocation and sustainable growth.
At the same time, Atuahene-Gima and Li's longitudinal study on biotechnology com-
panies showed that under different strategic orientations, the frequency of resource re-
organization and performance may show an "inverted U-shaped" relationship; that is,
excessive or insufficient adjustments are not conducive to performance improvement
[5]. This finding provides more operational theoretical support for the selection and
adjustment of corporate strategic paths.

Recent studies have shown that companies at different development stages should
choose and dynamically adjust strategic paths based on their own conditions [6]. There-
fore, how should companies position themselves and correctly choose the development
path that suits them? How should they maintain strategic flexibility and adaptability in
an unpredictable market environment? These issues are becoming core challenges in
corporate strategic management.

2 Theoretical Basis

Michael Porter proposed in his theory of competitive advantage that enterprises can
obtain and maintain competitive advantage through three basic strategic paths, namely
cost leadership strategy, differentiation strategy, and focus strategy [7,8].

Cost leadership strategy refers to the way that enterprises significantly reduce unit
costs through large-scale production, process optimization, supply chain collaboration,
etc., thus forming a price advantage, thereby attracting price-sensitive consumers and
expanding market share [7]. Differentiation strategy refers to the way companies can
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make their products or services unique in the market through innovation, quality im-
provement, brand building, etc., thereby attracting customers and building brand loy-
alty [6]. Concentration strategy refers to the way enterprises concentrate their resources
and capabilities on specific market segments and, through further implementation of
cost leadership or differentiation strategies, accurately meet the needs of specific cus-
tomer groups and establish a leading position in the market segment [7]. The concen-
tration strategy has performed well in emerging markets, such as the rapid rise of cross-
border e-commerce company SHEIN, focuses on the fashion needs of Generation Z.
Porter emphasized that these three strategic paths have inherent logical consistency.
When choosing a strategy, enterprises must maintain a clear positioning and consistent
execution to avoid wavering in strategic choices and dispersing resources. Otherwise,
they will fall into the dilemma of "strategic ambiguity" and find it difficult to gain an
advantage in the fierce market competition

It is worth noting that although the three basic strategies have their advantages, they
also face certain potential risks during implementation. For example, although the cost
leadership strategy helps to build price advantages, it may inhibit product innovation
and service improvement due to over-emphasis on cost control, resulting in a decline
in long-term competitiveness; although the differentiation strategy helps to build brand
loyalty, its high R&D investment, high marketing costs and long payback period may
put pressure on the company's capital chain, especially in industries with frequent tech-
nological updates. The concentration strategy is easily limited by the capacity and vol-
atility of the target market. Once the demand in the market segment changes, the com-
pany may fall into a transformation dilemma due to path dependence. Therefore, when
choosing and implementing strategies, companies must not only consider their compet-
itive advantages but also weigh potential resource consumption, environmental adapt-
ability, and sustainability issues. Therefore, when companies encounter environmental
changes or technological disruptions in the process of implementing cost leadership,
differentiation or concentration strategies, companies that lack dynamic adjustment and
capability reconstruction mechanisms often find it difficult to respond in a timely man-
ner. This is the background for the dynamic capability theory.

3 Case Analysis

3.1 Extending the Longboard Strategy - Taking Apple as an Example

Apple is a typical example of implementing the "extending long board strategy". The
company has always focused on strengthening its competitive advantages in core areas
such as product design, user experience, and software and hardware integration rather
than taking a comprehensive and balanced development path. By continuously optimiz-
ing operating system performance, developing independent chips, and building a highly
closed and efficient ecosystem, Apple has continuously consolidated and expanded its
core advantages, ultimately forming a technological barrier and market leadership that
is difficult for competitors to achieve. Apple's "extending long board strategy" is mainly
manifested in strengthening and continuously improving its core competitiveness [9],
which can be further expanded from four dimensions.
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3.1.1 Analysis of the Technical Advantages of the Self-developed Chip Strategy. Ap-
ple's self-developed chip strategy demonstrates significant technical advantages. The
strategy achieves technological breakthroughs mainly in two dimensions: First, the in-
dependent research and development of the A series and M series chips has enabled
Apple to gain a leading position in hardware performance. Performance test data shows
that the new generation of A series chips has achieved an average performance im-
provement of 30% over the previous generation, while the chip power consumption has
been significantly optimized. Secondly, the independent chip research and development
strategy helps Apple reduce its external dependence on core components. This strategy
not only reduces Apple's technical dependence on third-party suppliers but also en-
hances Apple's overall control over the industrial chain. In the end, the vertically inte-
grated chip strategy has built a unique market competition barrier for Apple.

3.1.2 Synergy Effect of Ecosystem. The Synergy Effect refers to the phenomenon that
after multiple elements or subjects cooperate, the overall effect produced exceeds the
sum of the effects of each element alone, which is commonly known as "1+1>2" [10].
In this regard, Apple has achieved seamless collaboration between devices by continu-
ously optimizing i0S, macOS, and other systems. For example, the user retention rate
of ecosystem synergy has increased to 92%. This highly integrated ecosystem enhances
user experience and stickiness, forming a differentiated advantage that is difficult for
competitors to imitate, reflecting Porter's differentiation strategy theory, that is, build-
ing a deep competitive moat through unique value propositions [11].

3.1.3 Leading Edge in Innovative Technologies. Apple continues to invest in high-end
technologies, launching innovative features such as ProMotion 120Hz high refresh rate
screen, Face ID facial recognition, LiDAR laser radar, etc., further consolidating its
leading edge in display technology, security, and imaging capabilities. These techno-
logical innovations not only enhance product competitiveness but also push the entire
smart device industry to higher standards.

3.1.4 Advantages of Strategic Layout of Acquisition and Expansion. Apple has ex-
panded its business through strategic mergers and acquisitions. Specifically, the com-
pany has successively acquired companies such as Beats, Shazam, and Intel's baseband
department. This series of mergers and acquisitions has effectively strengthened its
market competitiveness in key areas such as audio technology, music service platforms
and communication chips. This M&A strategy not only consolidates Apple's dominant
position in core business areas but also reflects the core concept of its "extending long
board" strategy - that is, continuously expanding existing competitive advantages by
strengthening related technical fields.

However, the strategy of extending long boards also faces potential risks. The first
risk is that excessive reliance on the high-end market may restrict the expansion of user
scale. Secondly, the high investment required for the research and development of core
technologies such as self-developed chips may put pressure on short-term profitability.
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It is worth noting that Tesla's strategic practice provides a useful reference: the com-
pany has successfully achieved large-scale expansion of its user base by focusing on
the high-end market and gradually launching mid-range models. This case shows that
the strategic positioning of focusing on the high-end market and expanding the user
scale are not irreconcilable contradictions.

Therefore, Apple needs to carefully evaluate the balance between resource input and
expected returns carefully during the implementation of its strategy. The company
should avoid the risk of damaging the stability of its basic business due to over-exten-
sion of its core advantages and ensure long-term sustainable development

3.2 Shortcoming-filling strategy - Taking Huawei as an Example

Huawei is a typical representative of self-breakthrough through systematic shortcom-
ing-filling under an external high-pressure environment. It has continuously made ef-
forts in core technology autonomy, business diversification, supply chain localization
and high-end talent introduction, which not only effectively improved its independent
and controllable capabilities, but also built a stable competitive foundation, reflecting
strong crisis response and organizational momentum, and showing the characteristics
of "accumulating momentum in crisis" in dynamic capability theory.

3.2.1 Huawei's Shortcoming-filling Strategy: Passive Transformation and Dynamic
Capability Construction. Huawei's shortcoming-filling strategy stems from external
blockade pressure and its own development needs, and is mainly reflected in four as-
pects: core technology autonomy, business diversification, supply chain localization,
and talent introduction. First, facing the fact that its chips and operating systems are
controlled by others, Huawei accelerated the development of Kirin chips, Hongmeng
operating system and OpenEuler system to reduce its dependence on Qualcomm,
TSMC and Google [12]. Unlike Apple's active extension of advantages, Huawei's stra-
tegic adjustment is more reflected in passive transformation in response to changes in
the external environment. This strategic choice is a typical embodiment of the "pres-
sure-response-effectiveness" chain and also reflects its characteristics of crisis-driven
innovation.

Second, after the 5G business was restricted, Huawei accelerated the expansion of
emerging business segments such as smart cars, wearable devices, cloud computing,
and enterprise ICT, and reduced its dependence on a single market through business
diversification. This strategic difference highlights that unlike Apple, which empha-
sizes deepening its core advantages, Huawei focuses more on horizontal expansion to
build new growth poles.

Third, at the supply chain level, to ensure that key components are controllable and
available, Huawei promotes the localization of the supply chain through mergers and
acquisitions, investments, and cooperation with local companies to reduce the impact
of geopolitical uncertainty. By strengthening the local supply chain system, Huawei has
improved its overall risk resistance and built a relatively stable production and delivery
system.
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Fourth, in terms of human resources, Huawei attracts top talents through a highly
competitive salary system, especially in key technology areas such as chip design and
operating system development and invests a lot of manpower and resources. For exam-
ple, since 2019, Huawei has invested a total of 400 billion yuan in the field of "root
technology" to promote independent breakthroughs in core links [11]. It is this institu-
tionalized program support that enables its technological momentum to be quickly re-
leased and gradually achieve a leap from "making up for shortcomings" to "strengthen-
ing the foundation".

In general, Huawei’s strategy to address shortcomings not only has a clear problem
orientation and implementation path but also reflects the basic logic of “using dynamic
capabilities to enhance response capabilities™ [3]. This is highly consistent with Teece’s
theory of dynamic capabilities, especially his view on “crisis-driven kinetic energy ac-
cumulation”, which provides theoretical support for Huawei’s transformation [3].

3.2.2 Existing Risks. The implementation effect of the strategy of filling the gaps has
significant case differences[13]. After the failure of its overseas nuclear power business
and international pressure, Japan's Toshiba Corporation tried to implement the strategy
of filling the gaps by increasing its investment in semiconductors, energy and infra-
structure. However, due to the failure to coordinate the rhythm of strategic restructur-
ing[14], coupled with systemic defects such as opaque senior decision-making, insuf-
ficient accumulation of core technologies, and blind expansion of overseas business
acquisitions, its diversified layout was eventually out of control, and it fell into a finan-
cial crisis and was forced to sell its core semiconductor assets[15]. This counterexample
shows that the successful implementation of the strategy of filling the gaps requires the
simultaneous satisfaction of three key conditions: a clear and feasible technical route,
scientific and reasonable resource allocation, and stable and efficient organizational
execution. The failure of the Toshiba case confirms the strategic law that these elements
are indispensable and provides an important warning for the strategic choices of tech-
nology-based enterprises.

4 Conclusion

Based on the dual perspectives of resource-based theory and dynamic capability theory,
this paper explores the rationality of enterprises adopting strategies of leveraging
strengths or compensating weaknesses under different competitive positions. Huawei,
as a representative of the strategy of compensating weaknesses, embodies the path logic
of coping with crises, improving root technologies, and achieving diversified break-
throughs. Apple, on the other hand, has built a systematic competitive barrier by ex-
tending its core advantages. The choice of leveraging strengths and compensating
weaknesses of an enterprise should be based on its resource endowment and external
environment. Market leaders such as Apple and Tesla are more suitable for continuing
to deepen their existing strengths. Restricted enterprises such as Huawei need to break
through key weaknesses and achieve catch-up and surpass. At the same time, there are
risks in blindly imitating the strategy of compensating weaknesses. Toshiba's failure
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case confirms the serious consequences of strategic execution and resource mismatch.
In the future, enterprises should, based on the identification of strengths and weak-
nesses, combine theoretical guidance and dynamically adjust strategic paths to build
sustainable competitive advantages.
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