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("iFlytek"), formerly known as Anhui ZhongkeDa iFlytek Information Technology Co., Ltd, was established in 1999 as a high-tech company founded by university students. Its main business operates in seven major areas: smart city, government and law business, education, medical, intelligent services, automotive, open platform, and consumer business.

From a technical team of 18 people at its inception to the only listed company in China's speech industry in 2008, it took only nine years for KU iFlytek to take off, and in the next decade or so, KU iFlytek's momentum continued to grow: in 2009, KU iFlytek won the NIST In 2009, iFlytek won the championship in the difficult and confusing dialect test index and the second-best performance in identifying languages in general in a text- and speaker-independent language recognition evaluation conducted by NIST in February 2012, iFlytek's intelligent speech technology project won the National Science and Technology Progress Award; in June 2017, iFlytek was selected as one of the "World's 50 Smartest Companies" by MIT Technology Review in 2017. In August 2019, iFlytek won the SAIL Award at the World Artificial Intelligence Conference; in October this year, iFlytek was selected as one of the top 50 VR companies in China at the 2020 World VR Industry Conference.

As the leading company in China's voice market today, iFlytek has always taken the path of specialization, representing the highest international level in core technologies of intelligent voice and artificial intelligence such as speech synthesis, speech recognition, spoken language evaluation, language translation, voice strand recognition, face recognition, and natural language processing. After reaching the top of the technology field, iFlytek's next strategy will be the key to transforming its technological advantages into profit returns and further improving its market position.
According to data from the China Business Industry Institute, China's intelligent voice market is expected to grow from 3.33 billion yuan in 2018 to 10.6 billion yuan in 2022, representing a twofold increase, which is a vast blue ocean. In the face of the huge potential of the intelligent voice market, strategy formulation has become a top priority for iFlytek's current development. To maintain the current high growth and fully realize its business value, in the new wave of innovation in communication technology and Internet technology, will iFlytek continue to focus on the research of the underlying technology, or will it throw itself into the arms of the market and products? Will it continue to explore new business areas or continue to plow deeper into the existing business directions? These will be important issues for the future development direction and speed of iFlytek.
This article will analyze the current strengths and weaknesses, risks and opportunities faced by iFlytek in the context of the case "iFlytek: Strategic Choices to Achieve Rapid Flight" and related materials, and apply strategic analysis tools like SWOT analysis, Porter’s Five Forces Model and business portfolio analysis to suggest iFlytek’s development strategies for the next 5-10 years. as well as reflect on and summarise the considerations and precautions to be taken when formulating strategies.

Analyze the content

I.  Internal strengths and weaknesses of the enterprise

(i) Elements of Competitive Advantages

iFlytek's competitive advantages are derived from four main areas: technology development, resources, market, and history.

1. In terms of technology research and development

From the perspective of technology research and development, iFlytek not only has the international leading voice core technology but also has strong independent research and development capability.
In addition to the various technical awards, the technological strength of iFlytek is also evident in the number of patents filed.

According to Incopat's data, the number of patent applications filed by iFlytek has shown an overall exponential increase since 2001; the average number of citations per patent document is 1.27, with the most cited one reaching 109, which shows that iFlytek's technological research and development is guaranteed in terms of quantity and quality.

2. Resources

In terms of resources, KU iFlytek has a close relationship with universities and can effectively integrate industry, academia, and research resources.

The founder of KU XUNFE, Liu Qingfeng, founded the company during his doctoral studies at CUHK, and the team that started the company with him were all students of CUHK. The predecessors of the university and the background of the founding team give KU XUNFE the natural advantage of university-enterprise cooperation.

At the same time, KU XUNFE also pays great attention to integrating R&D resources with complementary strengths in different areas of speech technology and has set up joint laboratories on speech technology with universities and research institutions such as CSU, Tsinghua University, the Institute of Acoustics of the Chinese Academy of Sciences, and the Institute of Linguistics of the Chinese Academy of Social Sciences, in a joint effort to break through technical difficulties.

3. Market aspect

From the market aspect, iFlytek has a leading market share in the domestic market and also has a good reputation.

According to the 2019 China Intelligent Voice Market Outlook Research Report by China Business Industry Research Institute, 2019, iFlytek ranked first in terms of market share in China's intelligent voice market, with the market share reaching 44.2%, nearly 20 percentage points ahead of the second place Baidu, and the total operating revenue also reached $10 billion, an increase of 27.3% year-on-year.

In addition to its tangible assets, iFlytek's intangible assets are also a competitive advantage that it cannot ignore. In 2015, iFlytek was awarded the "2015 China's 100 Most Respected Listed Companies by Investors" by the China Listed Companies Association. In 2017, iFlytek launched the "A.I. Dialect Protection Project" and has now completed the preliminary construction of the "Chinese Dialect Database".

Through these awards and public welfare activities, iFlytek has established a good corporate image of high-tech and responsible, which is also recognized by the community.

4. In terms of history

In terms of historical accumulation, iFlytek has taken the lead in setting industry standards and established an industry infrastructure platform similar to Taobao Mall and has rich experience in industrializing core technologies.

As early as March 2001, iFlytek initiated and hosted the first Chinese speech technology standards workshop, and was appointed by the Ministry of Information Industry as the leader of the Chinese Speech Interaction Technology Standards Working Group after nearly three years of continuous promotion, responsible for leading the development work.
By actively participating in the formulation of technical standards, iFlytek has acquired an effective competitive weapon with national coverage and international adoption.

On the other hand, iFlytek has creatively put forward the voice platform strategy, building the iFlytek Open Platform into a new generation of an open innovation platform for artificial intelligence, serving the ecological group of developers and becoming the infrastructure of the intelligent voice industry, thus extending its business tentacles into the application fields of various industries.
Leading companies in the industry such as Huawei, Haier, and Siemens have become partners of iFlytek's voice platform, forming a voice industry value chain with iFlytek as the core, which is also a major competitive advantage of iFlytek.

(ii) Elements of Competitive Disadvantage

iFlytek's competitive disadvantages can then be summarised into two main issues: inadequate management strength and core technological advantages that do not translate well into commercial value.

1. Management

In terms of management, many of the senior management of iFlytek are either technicians or come from an engineering background.

In terms of company management, market development and public relations, and marketing, technical staff lack relevant knowledge and practical experience, and are prone to arbitrary decisions, frequent changes, uncertainty, blindly following the trend, and improper hiring, and may feel uncomfortable and lost during the initial transition.

On the other hand, according to the professional composition of iFlytek's staff in its 2019 annual report, technical staff accounts for over 60% of the staff, while administrative staff only accounts for 6% of the staff, which reflects the phenomenon of "emphasizing technology but not management", which will harm the development of the company.
2. In terms of conversion of commercial value

In terms of the conversion of core technology to commercial value, as of 2019, iFlytek's market share, although the highest, is not growing fast.
Compared with Baidu and Alibaba, there is a significant gap between the growth rate of iFlytek and them.
Despite being an international leader in voice technology and "sitting on a gold mine", in commercial terms, iFlytek has not received the outstanding performance to match its top-notch technology.
Although iFlytek is aware of this limitation and has adopted a divisional organizational structure to enhance product conversion, it is still unable to turn its technological advantages into market advantages to the maximum extent, which hinders the company’s long-term development.

From the above analysis, an analysis matrix of key competitive factors within iFlytek can be created, where the total score is the strength factor score minus the weakness factor score.
	Internal key competitive elements
	weight
	Single score
	weighted score

	Superiority
Strong independent research and development capabilities
International leading voice core technology
Close school-enterprise partnership
Good ability to integrate industry, university, and research resources
Leading domestic market share
Reputation and social recognition
Lead the formulation of Chinese pronunciation standards
Industry infrastructure (platform advantage)
Advantage factor score
	
0.20

0.20

0.05

0.05


0.15
0.05

0.05

0.05

	
4
5
4
3
4
4
4
3
	
0.80
1.00
0.20
0.15
0.60
0.20
0.20
0.15
3.30

	inferior strength or position Management/marketing is not mature enough
Core technology advantages cannot be well translated into commercial value
Disadvantage factor score
	
0.10

0.10
	
3

3
	
0.30

0.30
0.60

	aggregate score
	1.00
	
	2.70


Matrix of key competitive elements within the chart
II.  External opportunities and threats to the enterprise

(i) External opportunities

The future development of iFlytek is full of opportunities, not only because of a series of national policies that are favorable to iFlytek's technology and business development but also because of the maturity of 5G technology and the promising blue ocean of the market.


1. National policies

At the level of national policies, According to the Outline of National Informatization Development Strategy, a document issued by the General Office of CPC and the State Council in 2016[7] states that core technologies should be vigorously developed and the information industry should be strengthened, which is very favorable to the intelligent voice industry in which iFlytek is located.

It is also stated in the Outline that leading enterprises should be nurtured and strengthened, and the construction of e-government services should be deepened to promote the modernization of national governance, all of which coincide with iFlytek's position as an industry leader and iFlytek's active expansion in the field of government and law.

In 2017, the Ministry of Science and Technology held a meeting on the development planning of a new generation of artificial intelligence and the launch of a major science and technology project[8], which clearly stated that it would rely on iFlytek to build a national open innovation platform for a new generation of artificial intelligence in intelligent speech, and iFlytek became one of the first four national open innovation platforms for a new generation of artificial intelligence.

The high level of national attention and policy support has undoubtedly created a good macro environment for iFlytek, which is a rare opportunity for iFlytek.

2. Related technologies
From the perspective of related technology development, the maturity of 5G technology has created richer application scenarios for intelligent voice, which has laid the foundation for the explosive growth of intelligent voice.

The new generation of communication technology with high speed, low latency, and large links has accelerated the arrival of the era of the "Internet of Everything" and provided a larger amount of data and a more favorable data environment for the development of voice technology applications.

The accelerated popularity of intelligent voice applications in mobile smart terminals will certainly bring greater development opportunities for the intelligent voice industry in which iFlytek is located.

3. Market Potential

In terms of market potential, the prospect of the intelligent voice market is undoubtedly very optimistic.

In addition to the national policies and emerging technologies mentioned above, the rise of a series of smart fields such as smart homes, smart healthcare, and smart education will certainly bring synergistic effects to the smart voice market.

Voice interaction, as an important means to enhance user experience, will penetrate all aspects of the smart consumer sector, and the momentum of the smart voice market will remain stable for a longer period.
(ii) External threat elements

The development of iFlytek also faces external threats, the most prominent of which are the fierce competitive environment and the shortage of voice technology talents.


1. Competitors


The competition faced by iFlytek is very fierce.

In the field of intelligent voice, not only does iFlytek need to beat similar competitors in the traditional sense, such as Spectrum and Nuance. It also needs to compete in the market with international IT giants such as Google, Apple, Tencent, Baidu, and others companies.

In competition with similar companies specializing in voice technology, iFlytek only needs to maintain an absolute technological lead in the Chinese language field at all times; However, in competition with Internet companies, iFlytek is smaller in scale, has a relatively limited research team strength, and is not as well-funded in R&D as Internet companies, although it still has an advantage in technology at present.
However, Internet companies are likely to catch up with more R&D investment, broader coverage areas, and more massive training data.

Once other Internet companies can reach a level of technology that is not too different from that of iFlytek, they will be able to promote the application of their self-developed voice technology through their other business channels, or higher visibility, and quickly squeeze out iFlytek's market.
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Baidu and iFlytek comparison chart

At present, Baidu (blue line) has become a threat to the market position of iFlytek (red line), which has not only filed more patents in the field of speech technology in recent years but also has a higher market growth rate.


2. In terms of talent supply

From the perspective of talent supply, the supply of talent in the intelligent voice industry is extremely scarce.

If we set the ratio of talent supply to demand jobs equal to the ratio of the number of talents interested in entering the jobs to the number of jobs, the data from the Ministry of Industry and Information Technology shows that, the ratio of talent supply to demand intelligent voice jobs is only 0.08. The supply of talent is much smaller than the demand for jobs, and the ratio of supply to demand is seriously imbalanced.

As a high-tech industry, the training of talents for intelligent voice has a certain lag, plus the number of high-end talents in the field of artificial intelligence leaving to start a business has increased in recent years under the pursuit of venture capital, the talent gap for intelligent voice will become a serious problem.
It is foreseeable that the supply of talents for intelligent voice will continue to face a shortage in the coming period, and the competition for talents between iFlytek and its competitors will be very intense and difficult.

Through the above analysis, an analysis matrix of iFlytek's external environmental factors can be established, where the total score is the opportunity factor score minus the threat factor score.

	External key environmental elements
	weight
	Single score
	weighted score

	chance
State policy strongly supports it
The development of 5G technology is becoming mature
The market has huge potential
Opportunity factor score
	
0.25

0.15


0.20
	
5

4


5
	
1.25

0.60


1.00

2.85

	threaten
A large number of strong competitors
Smart voice talent is scarce
Threat element score
	
0.25

0.15
	
5

4
	
1.25

0.60

1.85

	total points (TP)
	1.00
	
	1.00


Chart of the external key environmental element matrix

Future Development Strategy

I. Corporate level strategy

According to the SWOT analysis, iFlytek should adopt a developmental SO strategy, i.e. taking advantage of opportunities to leverage its strengths, which is also in line with the company's consistent development model.

Based on its strengths and future opportunities, iFlytek should position itself as an artificial intelligence solutions provider; implement a related diversification strategy and a forward integration strategy to gradually expand its domestic advantages and enter the international market; and actively expand its artificial intelligence services business with the intelligent voice as its core, create a high value-added industrial chain and develop its brands for consumers.

Specifically, iFlytek should firmly grasp the "east wind" of national policies and continue to cultivate core AI technologies such as speech and language, natural language understanding, machine learning and reasoning, and autonomous learning, and maintain its core technology advantage of continuous leadership.

In terms of business scope, intelligent speech, as the infrastructure for human-computer interaction, can penetrate various application areas and is therefore well suited to adopt a relevant diversification strategy to be the first to enter and capture newly developed markets.

In terms of market development, iFlytek can develop new businesses internally and actively expand the application "track" around intelligent voice and AI technology.

	
II. Business Level Strategy

In terms of specific business activities, as a solution provider, combined with the results of the Boston Matrix analysis, iFlytek should adopt a differentiated strategy for the four main business segments of smart city, e-government, education, open platform, and consumer business, and a cost leadership strategy for intelligent services, telecom value-added product operations, and operator big data.
In the education, open platform, and consumer business segments, iFlytek's target customers are product developers in various industries, and in the future, if the business is extended to the To C side, the target customer groups will also include individual consumers who focus on quality and experience.
For these two categories of target users, iFlytek can implement both quality differentiation and market image differentiation strategies. Considering the ease of imitation in appearance design and the shortcomings in marketing, iFlytek does not need to pursue too much differentiation in product appearance. Instead, it should leverage its leading technological advantages to enhance the safety, stability, durability, and advanced functions of its products and increase the humanized design to ensure that users can get a convenient and advanced user experience and create higher value for them, to beat competitors' products. At the same time, the company will maintain a rapid renewal process, so that users can follow the product updates and establish a long-term relationship with the company; and continue to use its long-established corporate image of "independent innovation" and "leading technology" to enhance consumer reputation and brand attractiveness and The company will continue to use its long-established corporate image of "independent innovation" and "technological leadership" to enhance its consumer reputation and brand appeal and attract new users.
III. Functional-level strategy

Breaking down the business level strategy by function, iFlytek's functional level strategy focuses on research and development strategy and human resource strategy. Research and development is a core activity for any high-technology company, and this is also true for iFlytek.

In terms of overall R&D investment, iFlytek should continue to increase its investment in R&D, maintaining a slightly higher investment ratio** than in 2019, i.e. reaching around 23-25% of total operating revenue. (**: Total investment in R&D by iFlytek in 2019 is RMB1 billion, accounting for 21.27% of total operating revenue)

In terms of the specific allocation of the R&D budget, the majority should be spent on applied and development research, with a small portion on basic research related to intelligent speech and artificial intelligence; and an offensive strategy to continuously develop and introduce new products.

Basic research, with its long lead time, high risks, and unstable rewards, should be conducted mainly through cooperation between iFlytek and various universities and research institutes that belong to the frontier area of AI research. Applied research is the exploration of the feasibility of applying basic research results to production practice; its results are concretely manifested in patented technologies that can solve technical problems of a directional or general nature but do not consider research on specific products.

In addition, iFlytek also needs to investigate the potential effective market demand for intelligent speech and related AI industries, focus its R&D focus and resources more towards the direction of market development, and promote the transformation of results in the corresponding direction.



IV. Human Resource Strategy

The human resource strategy includes the four aspects of human resource planning, recruitment and selection, training and development, and human resource management.

From the external threat analysis, it is clear that there is a large shortage of talents related to intelligent voice and artificial intelligence, so the focus of human resource strategy is on staff recruitment and staff motivation.

iFlytek can make use of its good partnership with universities and the academic background of its internal staff to increase the company's ability to attract talent from universities. In terms of recruitment channels, it can increase the number of campus recruiting needs in universities with advantages in AI research and managerial training; and mobilize friends, colleagues, and other contacts of internal staff to make internal and external recommendations to cope with the talent gap crisis.

In addition, we should also make good use of online resources, posting recruitment information on vertical job boards (such as LinkedIn, boss direct hire, etc.) and forum recruitment channels (ITPUB forum, Tianya community, campus BBS, etc.); and maintaining contact with headhunters to take a multi-pronged approach to receive a wide range of talents with expertise.

In addition to the traditional salary incentive, iFlytek can also adopt diverse incentive methods such as work incentives, growth incentives, and organizational incentives. In terms of work incentives, creative and challenging work content can be added appropriately to prevent employees from feeling dull and bored; a flexible work system can be implemented to allow employees to work and rest flexibly. In terms of growth motivation, iFlytek can establish a high-quality staff training system within the enterprise and provide more targeted quality education opportunities for employees; in terms of organizational motivation, iFlytek managers can delegate heavy responsibilities to capable employees, fully empower them and give them the freedom to innovate within a certain range.

Summary and reflections

Strategy is a choice that determines what a company does or does not do. As companies get bigger, relationships become more complex, and the external environment changes, strategic decisions are influenced by a growing number of factors.

In practice, an enterprise will often find that several strategic options meet the requirements of the external environment, internal capabilities, and the enterprise's mission, all of which can be chosen. However, an enterprise has limited resources and capabilities and cannot move in more than one direction at the same time.

Therefore, decision-makers need to consider and weigh up the "things they can do", "things they can do", "things they want to do" and "things they dare to do". The decision-makers need to consider and weigh all aspects of  "what can be done", "what can be done", "what they want to do" and "what they dare to do" to come up with a plan for the next step.

Through the case study of iFlytek, it is easy to see that When a company makes a strategic choice, it needs to weigh the influence of more important factors such as strategic coherence, the external macro environment, internal resource capabilities, competitors' strategies, and managers' risk appetite. These factors do not work in isolation, but also influence each other, and therefore need to be considered together to select the strategy that best meets the objectives.

It is also important to cascade the chosen strategy according to the different levels of management, from the corporate level to the operational and functional levels. Thus, resources can be mobilized in a way that is both maximally compatible with the requirements of long-term development objectives and adapted to the requirements of decentralized management.
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Appendices

	Internal key competitive elements
	weight
	Single score
	weighted score

	Superiority
Strong independent research and development capabilities
International leading voice core technology
Close school-enterprise partnership
Good ability to integrate industr
y, university and research resources
Leading domestic market share
Reputation and social recognition
Lead the formulation of Chinese pronunciation standards
Industry infrastructure (platform advantage)
Advantage factor score
	
0.20

0.20

0.05

0.05


0.15
0.05

0.05

0.05

	
4
5
4
3
4
4
4
3
	
0.80
1.00
0.20
0.15
0.60
0.20
0.20
0.15
3.30

	
	
	
	

	
	
	
	

	inferior strength or position Management / marketing is not mature enough
Core technology advantages cannot be well translated into commercial value
Disadvantage factor score
	
0.10

0.10
	
3

3
	
0.30

0.30
0.60

	aggregate score
	1.00
	
	2.70
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	External key environmental elements
	weight
	Single score
	weighted score

	chance
State policy strongly supports it
The development of 5G technology is becoming mature
The market has huge potential
Opportunity factor score
	
0.25

0.15


0.20
	
5

4


5
	
1.25

0.60


1.00

2.85

	threaten
A large number of strong competitors
Smart voice talent is scarce
Threat element score
	
0.25

0.15
	
5

4
	
1.25

0.60

1.85

	total points (TP)
	1.00
	
	1.00
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