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[bookmark: _Toc118929198][bookmark: _Toc129395831]Executive Summary
Benefiting from the rapid development of technology and the economy, Chinese smartphone companies have experienced a period of rapid growth. Brands such as Xiaomi and Huawei have dovetailed with the internet, placed emphasis on mobile phones and systems and have continued to capture market share under pressure from Samsung and Apple. And as Xiaomi has the largest share in the world as a Chinese brand, it is important to examine Xiaomi's competitive strategy.

This paper firstly introduces the current situation of Xiaomi, followed by the development strategy of Xiaomi and the way of analysis, mentioning the PEST analysis method, detailing the five forces model proposed by Professor Porter, SWOT analysis. It then goes on to analyse in detail the strengths, weaknesses, opportunities and threats of Xiaomi and gives some suggestions. The author concludes that differentiation strategy can help Xiaomi to make better development.
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Thanks to the rapid development of the Internet, people are demanding more and more from their mobile phones. In terms of the overall market, there is still a lot of room for smartphone companies in China to grow. Xiaomi and Huawei have become second only to Apple and Samsung in terms of smartphone market share in the world. And in terms of competition in the Chinese domestic market, Xiaomi has also become one of the best-selling smartphone brands in China. It is therefore necessary to analyse Xiaomi to understand its competitive strategy. The authors give recommendations at the strategic management level, which can be used as a reference for Xiaomi's future competitive strategy.

The paper takes into account the actual situation and the problems encountered in the development of Xiaomi itself today and integrates the knowledge of competitive strategy to point out the strengths, weaknesses, opportunities and challenges faced by Xiaomi. The selection of The paper also analyses the implementation of Xiaomi's differentiation strategy and then gives some suggestions. 

[bookmark: _Toc118851744][bookmark: _Toc118929200][bookmark: _Toc129395833]2.0 Findings
[bookmark: _Toc129395834][bookmark: _Toc118851745][bookmark: _Toc118929201]2.1 Current status of Xiaomi Corporation
With the development of science and technology, the smartphone has become a device that everyone in the world needs to have. Smartphones run advanced operating systems that support mobile and web applications, and are often much more powerful than just making and receiving calls. At this point there are two main operating systems: iOS for the iPhone and Android for phones such as Google and Samsung, and now Huawei's Harmony os is also moving towards a standalone operating system. Operating systems are capable of multitasking and running software as powerful as desktop systems (Cassavoy, 2023). Here is the global mobile vendor market share in 2022, with data from stat counter.
[image: C:\Users\Administrator.DESKTOP-GFT5SS7\AppData\Local\Microsoft\Windows\INetCache\Content.Word\StatCounter-vendor-ww-monthly-202201-202212.png]
As can be seen from the graph, fifty-six percent of the global mobile supplier market share is currently held by the two giants, Samsung and Apple, with Xiaomi coming in second at a peak of only around 13 percent, making it necessary to study Xiaomi's competition and growth strategy.
[bookmark: _Toc129395835]2.2 About Xiaomi's Development Strategy
[bookmark: _Toc129395836]2.2.1 Porter's competitive strategy
Michael Porter argues that operational effectiveness, although necessary to superior performance, is not sufficient, because its techniques are easy to imitate. In contrast, the essence of strategy is choosing a unique and valuable position rooted in systems of activities that are much more difficult to match(Porter,1996).

Porter divides the strategies into three, cost leadership, differentiation and Focus. (Wike, 2023).

Cost leadership strategy refers to a company making products or services at a lower cost that will be similar or identical to those of competitors. Through this strategy the company is able to reduce the cost of the product or service to gain consumer goodwill by giving it away to consumers. It is important to note that the main focus of the cost leadership strategy is to control costs through the technical aspects(BSI,2023). In fact, Xiaomi does not fit into this strategy. Xiaomi has been called an "assembly plant" by some haters in China because it uses products from international high-tech companies, such as Samsung's E6 screen for the Xiaomi 13 series, Leica's lens and Qualcomm's Soc for the phone. second generation Snapdragon 8 processor(Xiaomi,2023). There is no doubt that the products of these high-tech companies are currently at the cutting edge of the world, but none of them are owned by Xiaomi, so it is not appropriate for Xiaomi to cut back in this area in terms of cost.

A differentiation strategy is when a company offers products and services that are different from other companies, so that customers who want these products and services are forced to buy them there, even if they pay a higher price (Porter, 2005). Customers who want these products and services are forced to buy them there, even if they pay a higher price. The core of this strategy is to make the company's products and services so different, even irreplaceable, that customers are willing to pay for that difference. The customer is willing to pay for that difference. This strategy involves making one's products so different from others that it is difficult for competitors to imitate them. This strategy can give a company a unique competitive advantage. A differentiation strategy can be implemented in a number of ways. This can be achieved through product price differentiation, service differentiation, quality differentiation and design differentiation (Indeed, 2023). Differentiation can be achieved through There are many ways to achieve a differentiation strategy, such as improving a company's brand image, developing products with unique performance and appearance, offering high quality and unique services, and using unique services. Companies can differentiate by improving their brand image, developing products with unique performance and appearance, offering high quality and unique services, and using unique marketing models. A differentiation strategy can help a company distinguish itself from other companies when the industry is characterised by a high degree of product homogeneity. A differentiation strategy can help a company find new markets and potential demand by avoiding price wars. A differentiation strategy makes it impossible to substitute products or services with those of other companies and can increase customer loyalty to the company.

A Focus strategy, also known as a concentration strategy, requires a company to concentrate its resources on a particular niche and become a specialist in that niche(Indeed,2023). The core of this strategy is to target a specific buyer group, product market or regional market where low cost or differentiation is used to gain competitive advantage. The Focus strategy applies in the following situations: The first point is that there are differences in demand between groups of buyers. The second point is that the target market is relatively attractive in terms of market volume, growth rate, profitability and degree of competition. The third point is that there are no other competitors in the target market using a similar strategy. The fourth point is that the firm has limited resources and capabilities to achieve low costs or differentiation across the industry and can only select individual market segments. A Focus strategy concentrates the resources and capabilities of the whole enterprise on a specific target, which enables the enterprise to provide better products and services, to achieve what no one else has, what no one else has and what no one else specialises in, to grasp the initiative, and also to facilitate management and decision-making.
[bookmark: _Toc129395837]2.2.2 Analytical approach to competitive strategy
There are three common methods of analyzing competitive strategies, they are SWOT Analysis, Porter's 5 Forces, and PEST Analysis (Cascade, 2022). 
[bookmark: _Toc129395838]2.2.2.1 Michael Porter's Five Forces
Firstly, Michael Porter's Five Forces model is introduced. According to Porter, there are five factors that influence a company's strategy. They are industry competition, the potential for new entrants, the power of suppliers, the power of customers and the threat of substitute products (Vaidya, 2023). The threat of new entrants refers to a new company in an industry or a new entry into the industry by a company that is not part of that industry. As of 2023, Xiaomi faces new competitors such as Nothing phone and Geely. nothing phone is an emerging mobile phone brand, which is a new company belonging to the mobile device industry. Geely, on the other hand, has acquired Meizu's mobile phone business in order to expand its corporate business, so Geely's case is a new business start-up by a company that is not part of the mobile device industry.

The power of suppliers refers to the fact that suppliers have the power to have the right to negotiate with the company, such as charging higher prices, bundling goods and other actions (Mishra, 2020). The suppliers of a company can make higher profits by charging higher prices, but this can be a disaster for the company. Qualcomm, the mobile chipset giant, which has enormous control over the pricing of its Snapdragon chipsets. So Xiaomi's mobile business will see prices rise due to the rising cost of mobile chips.

Industry competition refers to the degree of competition between a firm and firms in the same industry (Mishra, 2020). From the introduction in article 2.1, it can be seen that Xiaomi currently has a global market share of around thirteen percent, with Samsung and Apple holding over fifty percent of the market. From here it can be seen that Xiaomi's industry competitive pressure is high.

Customer power refers to the many ways in which customers can reduce a company's profits. Customers want discounts when they buy products, so companies need to give their customers enough discounts to attract them when competing with other companies. Apple has a marketing strategy in China called educational offers, which includes consumers receiving free airpods from Apple when they purchase certain Apple products such as the iPad Air and Pro series, and the MacBook series. xiaomi does not have similar promotional offers, and Xiaomi usually only gives away small gifts on the first sale of new digital series, and on the xiaomi 13 series pre-ordered Consumers who pre-ordered the first launch were given a small gift box with a Bluetooth speaker, mug, etc. Although this is also an offer, it is actually not as good as the airpods that Apple gives away, so this is a disadvantage for Xiaomi.

The last one is the threat of substitutes, which refers to products that have the same functions as the company's products. Xiaomi's current main business is smartphones, and tablets seem to be able to replace smartphones, both of which have the ability to connect with people, entertain and learn. It is important to note that the threat of substitutes is often not obvious.
[bookmark: _Toc129395839]2.2.2.2 PEST
PEST analysis, also known as macro-environmental analysis, analyses the external macro-environment in which a company is operating(Kenton,2022). The macro-environment has an important impact on the survival and development of all enterprises. The direction of the analysis is mainly based on four important external environmental factors that affect the development of the company: political, economic, social and technological. The initials of these factors are P, E, S and T, hence the name PEST analysis.
[bookmark: _Toc129395840]2.2.2.3 SWOT
SWOT analysis is an analysis of a company's own strengths and weaknesses, as well as external opportunities and threats, because the initials of these factors are S, W, O and T respectively(Kenton,2022). SWOT analysis is a comprehensive analysis of a company's internal conditions and external environment, which helps companies to build on their strengths and avoid their weaknesses, identify opportunities and avoid threats. SWOT analysis enables managers to have a comprehensive and systematic grasp of the internal and external environment of the company, which can support them in making strategic decisions, choosing a competitive strategy that is in line with their own situation and gaining a competitive advantage.

The authors will use a SWOT analysis to analyse Xiaomi.

[bookmark: _Toc129395841]2.2.3 SWOT analysis in Xiaomi.
[bookmark: _Toc129395842]2.2.3.1 Strength of Xiaomi
In the author's opinion, the strength of Xiaomi's mobile phone has the following four main points.

The first point is the excellent operating system MIUI, which is a deeply optimised mobile operating system based on Android and is mainly available for Xiaomi phones, Redmi phones, poco phones and the Xiaomi pad series (XIaomi, 2023). One of the main reasons why many consumers continue to buy Xiaomi phones is because they are used to the way MIUI works, which is a unique competitive advantage for Xiaomi phones.

The second point is the unique internet marketing model. Xiaomi cooperates with well-known e-commerce platforms such as Tmall and Jingdong, eliminating intermediate sales links and minimising the selling price of the phone.

The third point is a good ecosystem. In addition to smartphones, Xiaomi also has other devices such as the Xiaomi tablet and Xiaomi laptop, which allow users of Xiaomi products to copy text on their mobile phones and paste it directly on their computers, which improves the efficiency of customers.

The last point is that Xiaomi has a very good value for money, and in addition to its high-end digital range there is also the Redmi sub-brand. Redmi is synonymous with value for money for Xiaomi.

[bookmark: _Toc129395843]2.2.3.2 Weakness of Xiaomi
Xiaomi's main weaknesses are the lack of core technology, poor autonomy and inadequate after-sales service.

The main reason for Xiaomi's lack of core technology is that the main spare parts for Xiaomi's phones are imported from foreign high-tech companies, as mentioned in the article before Xiaomi's Soc comes from Qualcomm and the screen from Samsung. This has led to Xiaomi being vulnerable to the external environment.

Xiaomi's independent production capacity is poor, and Xiaomi phones have almost no independent production capacity, so Xiaomi is often haters to become an assembly plant within China. This is detrimental to the long-term development of Xiaomi's phones.

Xiaomi's after-sales capability is inadequate. A large part of the after-sales of Xiaomi phones is franchised, and this means that the consumer's experience in the after-sales will be inferior to that of the direct after-sales, and the after-sales experience of franchised shops is all dependent on the business ethics of the franchisee to maintain.

[bookmark: _Toc129395844]2.2.3.3 Opportunities of Xiaomi
The current opportunities for Xiaomi phones include strong support for the communications industry in China, rising incomes of potential consumers and a high proportion of the low- and mid-range market.

China is currently among the leaders in the 5G sector, due to its strong support for the development of the communications industry and encouragement of healthy competition among companies.

In recent years, China's economy has maintained steady and rapid development and people's income levels have continued to rise, with per capita disposable income gradually increasing. People have better purchasing power, and their consumer attitudes have improved, with more emphasis on entertainment and enjoyment, prompting Xiaomi to undergo rapid development.

According to data from China's Ministry of Industry and Information Technology, in the first half of 2018, 1,000 yuan and less than 1,000 yuan
According to the Ministry of Industry and Information Technology of China, low-end smartphones under 1,000 yuan accounted for nearly 60% of the Chinese mobile phone market in the first half of 2018, and are undoubtedly the main force in the mobile phone market. Such an external opportunity is in line with Xiaomi's philosophy of focusing on value for money.

[bookmark: _Toc129395845]2.2.3.4 Threats of Xiaomi
Xiaomi currently has to deal with threats such as fierce competition in the market and the gradual saturation of its domestic share.

The Chinese domestic market is very competitive. At the high end, Xiaomi's digital range has to face the impact of Apple and Huawei, while at the low end, Xiaomi also has to deal with competition from emerging companies such as realme, iqoo and Honor.

China's domestic mobile phone market is gradually becoming saturated, with a study released by the China Academy of Information and Communication Technology showing that shipments in the Chinese mobile phone market reached 35.37 million units in November last year. The reason for this is that with the current state of technological development, people's reasons for changing their phones have changed from lack of performance to aesthetic fatigue.

[bookmark: _Toc129395846]2.3 Recommendations
Xiaomi can adopt a differentiation strategy to improve its competitiveness. As Chinese mobile phone brands design their smartphones with components coming from abroad. Therefore, Xiaomi should continue to optimise its internal MIUI system and strengthen the design of the phone's exterior, both internally and externally, to explore the phone's product advantages. Secondly Xiaomi's after-sales service also leaves something to be desired, where it can gain a difference from its competitors. In this regard, Xiaomi should continue to optimise the after-sales service process, strengthen the training of after-sales service personnel, provide customers with a better service experience and achieve service differentiation. Most mobile phone manufacturers currently focus on expanding into China's urban market and have long neglected the rural market. However, there is a growing demand for smartphones from low- and middle-income people in rural China, so Xiaomi should continue to focus on the low- and middle-range market in rural China, strengthen offline promotion and marketing in the rural market, and maintain and increase its share in the rural market. At the same time, the Indian market, as the most important overseas market for Xiaomi phones, has huge user demand and room for development. Xiaomi must pay more attention to and actively expand the Indian market to gain market differentiation.

[bookmark: _Toc129395847]3.0 Conclusion
This paper outlines the current state of development of Xiaomi and the significance of the study. In thefindings section, the paper first focuses on the current state of Xiaomi's business, followed by the use of Porter's three competitive strategies to explain the development strategies currently used by Xiaomi and give some explanations and examples. It then introduces the research methods of competitive strategies, i.e. Michael Porter's Five Forces Model, the PEST research method and the SWOT research method. It also focuses on the Strength, Weaknesses, Opportunities and Threats of Xiaomi. Xiaomi's current strengths are its excellent MIUI, unique online marketing model, good ecology and high cost performance. Xiaomi's weaknesses are lack of core technology, poor self-development and poor after-sales service. Xiaomi's opportunities are strong support from the Chinese government, increasing income of potential consumers and a high proportion of the low and mid-range market. Xiaomi's threats lie mainly in the highly competitive market and saturated domestic market share in China. The authors conclude with some suggestions for Xiaomi's future development.


[bookmark: _Toc129395848]Reference
Business Strategy Insights, (2023). How To Achieve Cost Leadership Strategy? – Explained. [Online] Available at:< https://www.bstrategyinsights.com/how-to-achieve-cost-leadership-strategy/#:~:text=Overall%2C%20the%20cost%20leadership%20strategy%20focuses%20on%20decreasing,share%20and%20make%20products%20accessible%20to%20more%20customers.> [Accessed 8 March, 2023].

Cascade Team, (2022). What is Strategic Analysis? 8 Best Strategic Analysis Tools + Examples. [Online] Available at:< https://www.cascade.app/blog/strategic-analysis> [Accessed 8 March, 2023].

Cassavoy，L., (2023). What Makes a Smartphone Smart? [Online] Available at:< https://www.lifewire.com/what-makes-a-smartphone-smart-579597> [Accessed 8 March, 2023].

Geng YP. Analysis of Xiaomi's competitive strategy. China township enterprise meter.2018,(8):125-126.

Indeed, (2023). How To Create a Focus Strategy. [Online] Available at:< https://www.indeed.com/career-advice/career-development/how-to-create-a-focus-strategy> [Accessed 8 March, 2023].
Indeed, (2023). What Are Points of Differentiation? [Online] Available at:< https://www.indeed.com/career-advice/career-development/point-of-differentiation> [Accessed 8 March, 2023].

Kenton, W., (2022). SWOT Analysis: How To With Table and Example. [Online] Available at:< https://www.investopedia.com/terms/s/swot.asp> [Accessed 8 March, 2023].

Kenton, W., (2022). What Is PEST Analysis? Its Applications and Uses in Business. [Online] Available at:< https://www.investopedia.com/terms/p/pest-analysis.asp> [Accessed 8 March, 2023].

Li Xiaowei . Study on Xiaomi's mobile phone competitive strategy in the era of mobile Internet . Beijing Jiaotong University,2017.

Liang, Yuejie, Zheng, Junkai. Research on the competitive strategy of domestic mobile phone industry based on SCP model[J]. Small and medium-sized enterprise management and technology,2018,(9):48-49.

Liu Zengming, Liu Xizhe. Analysis of differentiation strategy and innovation management strategy of Xiaomi mobile phone. China Business, 2013,(6):20-21.
Lu Kanwen, Luo Xi. Research on the strategic management of domestic mobile phones - taking Xiaomi Technology Co. as an example. China Market,2016,(9):5-6.

Michael Porter. Competitive Strategy. Beijing: Huaxia Publishing House, 2005.
Mishra, A., (2020). Porter’s 5 forces: explanation, model & analysis. [Online] Available at:< https://managementweekly.org/porters-5-forces/> [Accessed 8 March, 2023].

Porter, M. E. "What Is Strategy?" Harvard Business Review 74, no. 6 (November–December 1996): 61–78.

Stat counter, (2023). Mobile Vendor Market Share Worldwide Jan - Dec 2022. [Online] Available at:< https://gs.statcounter.com/vendor-market-share/mobile/worldwide/2022> [Accessed 8 March, 2023].

Vaidya, D., (2023). Michael Porter's Five Forces. [Online] Available at:< https://www.wallstreetmojo.com/porters-five-forces/> [Accessed 8 March, 2023].

Wang R. Analysis of strategic positioning of Xiaomi mobile phone. Journal of Hebei University of Economics and Business,2014,(3):7-8.
Wike， E., (2023). Porter’s Competitive Generic Strategies: Types and Tips. [Online] Available at:< https://www.indeed.com/career-advice/career-development/porters-generic-strategies> [Accessed 8 March, 2023].

Xiaomi, (2023). Introduction of Xiaomi 13. [Online] Available at:< https://www.mi.com/xiaomi-13> [Accessed 8 March, 2023].

Xiaomi, (2023). MIUI 14 Determined to be reborn. [Online] Available at:< https://www.miui.com/> [Accessed 8 March, 2023].

Zhou Jinyong. Research on Xiaomi's mobile phone competitive strategy. Jiangsu Science and Technology University,2015.

22

image3.png
StatCounter Global Stats

Mobile Vendor Market Share Worldwide from Jan - Dec 2022
0%

20%

18%

%

o%

&
§
g

v

&
&
& &

o
3
g
& K

O Samsung O Apple O Xiaomi O Huawei O Oppo O Vivo < Realme < Motorola <> Unknown O OnePlus — Other (dotted)




image1.png
v o <+ JUSt NOt for long for long , -

\ W’ 5 [
3m e A uE EERe
el = L
B
e
«

B I U-~asex, X - A-| § evisionil= T UWTSD Moodle2.. & ExLibris Discovery

nagoced Aagocede AaBE - P @
JEx | oFEm mm1 o B8 e

Home My Modules ¥ Moodle Archives ¥ Useful Links ~ English (en) ~ R n #E ~

o 00
¥ Drindod Dewi Sant
University of Wales

Trinity Saint David 1822 - 2022

Module Search

My modules

Contemporary Global Ethics Independent
Issues in I (BMBM6008) Project
Management Category: Business (BMBM®6020) ALL

(BMBM6003) " My cigarett BUSINESS
Category: Business the MILD cig STUDENTS

that’s why CH Category: Business
lavont

48AF B FEES)

Dl.ﬁiﬁﬁz@%-'_efg.@ ABE H DD 00




image2.png
Prifysgol Cymru
¥ Drindod Dew Sant

J University of Wales
Trinity Saint David




