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Abstract
In recent years, with the rapid development of mobile communication technology, the Chinese mobile phone market has also become increasingly prosperous. According to statistics, China's smartphone users are expected to reach 633.7 million in 2017 (Stastata, 2018). China has become the world's largest mobile phone market. Among many mobile phone manufacturing companies, emerging mobile phone enterprises represented by Xiaomi stand out in the competitive domestic mobile phone market with its unique Internet marketing method, providing more and better choices for Chinese mobile phone consumers.

This research focuses on the analysis of the marketing strategy of Xiaomi's main product, Xiaomi mobile phones. Through discussion, the characteristics and benefits of its marketing strategy are clarified, and the existing problems and development obstacles are expounded. Whilst, through the analysis of the business environment of Xiaomi mobile phones and the comparison with other mobile phone companies, this research expounds the competitive advantages and disadvantages of Xiaomi mobile phones, finds out the opportunities and threats in the market competition, and proposes feasible recommendations for the development and implementation of marketing strategies based on this.
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1. [bookmark: _Toc524550452]Introduction 
1.1. [bookmark: _Toc524550453]Background of research 
With the development of communication technology and the arrival of the 4G era, smart phones have become an indispensable communication tool for people, a powerful smartphones function, not inferior to a small computer. It connect people's lives in all areas and become an important medium for people's work and life. The global mobile phone market has developed rapidly in recent years. According to Marketline's (2018a) data, in 2017, the total revenue of the global mobile phone market is 315.1 billion US dollars, with a compound annual growth rate (CAGR) of 3.4% between 2013 and 2017. 

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]China is the most populous country in the world. The huge population base and huge economic scale have made China the world's largest smartphone consumer market without any suspense. According to Stastata (2018), in 2017, Chinese smartphone users are expected to reach 633.7 million, ranking first in the world. Whilst, China accounted for 18.9% of the total market value, reaching 59.7 billion US dollars. The market growth reached a staggering 11.2% in 2014. However, from 2015 to 2017, the growth of the Chinese mobile phone market seems to have stagnated (Marketline, 2018b). The reason for this phenomenon may be that the market tends to be saturated after undergoing rapid growth. This has led to an increasingly fierce competition in the Chinese mobile phone market, which is dominated by few large companies such as Apple, Huawei, Xiaomi and BBK (OPPO and vivo). Among them, Huawei accounts for 21.3%, Xiaomi accounts for 13.9%, OPPO accounts for 17.5%, vivo accounts for 16.5%, and Apple accounts for 12.9% (IDC, 2018).

Nowadays, Chinese smart phone companies are mainly divided into two categories. One of them is the traditional manufacturing companies which represented by Huawei. They have their own R&D, manufacturing and marketing system, which relies on traditional retail channels for product marketing. Most mobile phone accessories can be self-sufficient. Another is the Internet mobile phone companies which represented by Xiaomi. They use Internet thinking, focusing on mobile phone R&D and system design. They do not produce mobile phone spare parts, but rely mainly on the supply of major mobile phone accessories manufacturers. Some of the smartphone companies have redefined the business process of the mobile phone manufacturing industry with Internet thinking. They handed over the manufacture of spare parts to the supplier, concentrated on product R&D and design, and built the mobile phone ecosystem. Moreover, by marketing through the Internet channel, the cost of manufacturing and selling products has been greatly reduced.

Among the many mobile phone brands, Xiaomi is one of the most impressive. It is an innovative technology company focusing on the construction of high-end smart phones, Internet TV, and smart home ecological chains (Mi, 2018a). The vision of the company is to make everyone enjoy the technology (Mi, 2018a). The company applied the Internet to develop products and take away the middleman links so that everyone in the world can enjoy high-quality technology products from China. 

Xiaomi is an innovative technology company which founded in 2010.Its main products include smart phones, smart home ecological chain and Internet TV (Mi, 2018a). The vision of the company is to make everyone enjoy the technology. The company applied the Internet to develop products and take away the middleman links so that everyone in the world can enjoy high-quality technology products from China. The company has witnessed a surprising growth since its establishment. In 2012, just two years after its founding, Xiaomi’s mobile phone sales reached an astonishing 7.19 million. In 2013 this figure increased to 18.7 million. And it is 61.12 million in 2014. By 2017, as the world's fourth-largest mobile phone manufacturer, Xiaomi accounted for 7 percent of the global mobile phone market, following Apple’s Samsung and Huawei (International Business Times, 2018).
1.2. [bookmark: _Toc524550454]Research Rationale
The reasons for Xiaomi's astonishing growth are diverse, such as changes in the environment of the Chinese mobile phone market, changes in consumer shopping habits, and even the personal charm of the founder Lei Jun. While the most critical one is the marketing strategy with Internet thinking which the company applied. With it, Xiaomi`s brand has been promoted, the products have been improved and many loyal customers have been attracted. However, on the other hand, this amazing development of Xiaomi seems to have encountered restrictions recently. According to People's Daily, Apple and Samsung accounted for nearly 90% of total smartphone profits (people, 2018). By contrast, Xiaomi, despite its high sales, has low profits. At the same time, the company also faces a variety of problems, such as negative comments about product quality and low brand value. Although these problems are caused by the product itself, they are also closely related to Xiaomi's consistent marketing strategies.

The development of Xiaomi is a good example for the emerging mobile phone brands. The dilemma faced by Xiaomi Company could be also faced by emerging mobile phone brands. Through the analysis of the business environment, Xiaomi's marketing strategy can be identified and evaluated. And by compared it to the world's first mobile phone brand, Apple, the advantages and disadvantages of Xiaomo's marketing strategy could be found. This research hopes to provide some universally applicable conclusions and lessons to be learned from similar companies, thus achieving success in the fierce market competition.
1.3. [bookmark: _Toc524550455]Research objectives
This research is aimed at the analysis and research of Xiaomi s marketing strategy for mobile phone. The focus of the research is to investigate how Xiaomi successfully applied the relevant theory of marketing strategy to the promotion of mobile phones. The main objective is as follows:
1. Analyse the mobile phone industry in China and the company status (internal and external environment analysis).
2. Evaluate the marketing strategy in product R&D stage (fan-based marketing strategy and compare it with Apple).
3. Evaluate the marketing strategy in product release stage (social media marketing strategy). 
4. Evaluate the marketing strategy in promotion stage (Business-to-Customer online marketing strategy and compare it with Amazon)
5. Analyse problems and give some recommendations.


2. [bookmark: _Toc524550456]Literature review 
2.1. [bookmark: _Toc524550457]Marketing strategy and digital marketing
2.1.1. [bookmark: _Toc524550458]What is marketing 
“Because the purpose of business is to create and keep customers, it has only two central functions – marketing and innovation. The basic function of marketing is to attract and retain customers at a profit” (Drucker, 1999).

The statement of Drucker puts marketing at the centre of business activities, which means that it is by no means the so-called trick of some critics. By attracting and retaining customers, successful organizations increase purchases and repurchases to achieve long-term goals rather than short-term fraud. However, this does not imply that organizations should chase customers at all costs (Fahy and Jobber, 2015). Drucker notions that it is profit that the business is based on. Profitability is a prerequisite for attracting and retaining customers. 

[bookmark: OLE_LINK3]To attracting and retaining customers, Grönroos (1989) indicates that it is important to build a good relationship with customers by providing satisfaction and creating added value. The traditional notion of marketing concept can be described as that the companies achieve profit and other objectives by satisfying customers (Houston, 1986). In order to achieve this, it is crucial for organisations to understand customers` requirements (Dibb et al, 2016). However, to be succeed, there are more things that organizations need to do. Jobber and Ellis-Chadwick (2016) believe that it is not sufficient for the success of an organisation because it ignores competition. They indicate that marketing can be expressed as companies achieve their business goals by the activities meeting and exceeding customer needs and expectations in the competition. This means that if an organization wants to succeed in acquiring more customers, it needs to meet more requirements of its target customers than its competitors. Also, Dibb et al (2016) imply that environment analysis is indispensable for organisations. Through this, the organization can generate marketing strategies to effectively handle the dynamic market and obtain a continuous competitive advantage.

2.1.2. [bookmark: _Toc524550459]What is marketing strategy 
Marketing strategy or strategic marketing is an important driving force for the successful organizations. It is not just a well-designed marketing strategy that outlines when, where, and how companies compete, but also their ability to execute selected marketing strategy decision options (Day and Wensley, 1988; Varadarajan, 2010). To achieve the desired goals and objectives, organizations need to effectively implement marketing strategies to guide the deployment of limited available resource (Black and Boal, 1994; Varadarajan and Clark, 1994).

Drucker (1973) gives a definition of the concept at the earliest time. According to his statement, marketing strategy is a comprehensive process that includes analysing the factors of the environment, market competition and business affecting the company and its business units, identifying market opportunities, threats and forecasting future trends in the business areas of interest to the company, and participating in setting goals and formulating corporate and business sector strategy. In order to meet the market's target needs, each business unit needs to select a market target strategy according to the product market, determine the marketing target, and formulate, implement and manage the marketing strategies. Bradley (2004) holds a similar view. He agrees that strategic marketing is a process based on a series of objectives, target market segmentation, positioning and policies. Also, strategic marketing should identify subjects related to the rational allocation of resources that are designed to gain competitive advantage (Walker et al, 1992). And the subjects should be appropriate and aimed at long-terms (Harper and Baugh, 1990). Appropriate here refers to the correct and consistent decisions to achieve a specific marketing goal. Besides, strategic marketing requires the company to have a management of products and markets to achieve the overall goals (Jain, 1993). Kotler`s (1997) view can be regarded as a summary and extension of the above theory. He believes that a marketing strategy can be defined as a plan that the marketing function organises its activities to achieve the organisation’s objectives. The plan should include the resources that are allocated to marketing and how these resources should be used for opportunities that may arise in the future. In addition, Kotler clearly proposes three aspects that the marketing strategy should include. The first is to clarify what the market and customer want. Then, plan products that could meet these needs. Finally, organize market resources to maximize customer satisfaction. In the later research of Kotler and Chernev (2014), three cornerstone ideas is added to this concept. The first idea is that the ultimate success of a company can be measured by five elements in its business model, including, goal, strategy, tactics, implementation and control. The next idea is that the products developed by the company should try to create maximum value for the target customers, the company and its collaborator. The last idea is that a company's marketing activities can be reflected in a series of processes related to designing, communicating and delivering values to their main supporters. In conclusion, these thoughts is focused on the following key words: objectives, profitability, analysis, planning, resource allocation and products. 

The most well-known marketing strategy should be the 4P model, also known as the marketing mix, which is a continuous evolving theory. The marketing mix is firstly proposed by Neil Borden (1964), which means that market demand is more or less influenced by so-called "marketing variables" or "marketing factors." In order to seek a certain market response, companies must effectively combine these elements in order to meet market demand and maximize profits. McCarthy (1960) summarized these elements in four categories in Basic Marketing: Product, Price, Place and Promotion. Kotler (1967) redefined and expanded it, adding two new elements of politics and public relations. He believed that it is equally important to know how to deal with other countries and to establish a good image in the public. 

[bookmark: OLE_LINK62][bookmark: OLE_LINK63]However, some criticisms of this theory suggest that it oversimplifies the actual situation of marketing management. Booms and Bitner’s (1981) proposed a 7P framework to replace the 4P framework. Zeithaml's (1981) research confirms the impact of services on consumer purchasing behaviour. This forms the consensus that service is one of the marketing elements. Lauterborn, (1990) indicated that the traditional 4P model has some limitations such as ignoring customers. Hence, he proposed 4C (Customer, Cost, Convenience, Communication) as a supplement. Fakeideas (2008) suggested that the 4P framework can only provide marketing guidance for a single product, while most organizations sell product lines or brands. He also implied that the 4P framework lacks the involvement of relationship building, which has become a major marketing target. Even, 4P framework is still a good guide to marketing strategies.

2.1.3. [bookmark: _Toc524550460]What is digital marketing
[bookmark: OLE_LINK4][bookmark: OLE_LINK5]The development of the Internet, World Wide Web and other digital technologies have caused tremendous changes in the market environment that companies face (the Guardian, 2014). There is evidence that the people who purchase goods online is continually increasing (Albuquerque et al, 2012). This brings benefits and opportunities. For customers, it offers a much broader choice in terms of suppliers, purchase channels, services and prices. For organizations, it brings more opportunities to expand into new markets, win more customers, and compete more fairly with larger business (Chaffey and Ellis-Chadwick, 2016). Also, some threats and challenges have emerged for marketing in the digital era (Leeflang et al, 2014). 
The general description of digital marketing 
It seems that digital marketing, also known as internet marketing, has a unified definition - to achieve marketing objectives through the application of digital technologies (Chaffey, 2009; Chaffey and Ellis-Chadwick, 2016; Laudon and Traver, 2010). It is an integral part of the overall marketing strategy of the company, or a marketing tool that uses the characteristics of the Internet to achieve certain marketing objectives (Tian Yuelong and Lin Hong, 2008). According to Financial Times (2017), the main objectives for digital marketing are to promote brands, retain customers and increase sales. They list the areas where digital marketing may make a difference. The areas are advertising, sales transactions, distribution, customer service, relationship-building and lead-generation. As to the digital technologies, Dibb et al. (2016) indicate that it includes computers, smartphones, websites, emails, social media and apps and some channels such as TV, radio and SMS messaging. 

[bookmark: OLE_LINK10]Chaffey and Ellis-Chadwick (2016) believe that the key decisions of digital marketing have something in common with traditional marketing. That is to say, choosing the target customer group and delivering the customer value are their common subjects. One of the popular ways to deal with it is to integrate online marketing into traditional marketing (Todor, 2016; PR Newswire, 2016). Digital marketing channels can be combined with other traditional channels as an omni-channel to enhance the value of the organization's services and products. In this way, organizations can take advantage of the both two marketing methods. 

There are both benefits and challenges for digital marketing. To ensure the success, organizations need to know clearly of them before developing marketing strategies. Fu and Huang (2012) state that one of the benefits for digital marketing is the strong interaction. Organizations could collect data from consumers during the marketing process via the Internet. At the same time, the feedback of customers on products or services can also be communicated to the organization in a timely manner. This two-way interaction can increase customer engagement and enthusiasm for organizations to improve product and service quality. Another advantage is cost efficiency (Todor, 2016). Digital marketing costs much less than traditional marketing, and in many cases, websites can even generate traffic for free. And these marketing activities are uninterrupted throughout the day and can be updated as needed (Wsi, 2013; Varbanova, 2013). In addition, digital marketing can lead to sales growth, including direct online sales and offline sales affected by the Internet (Chaffey, 2009). This can be achieved through the broader distribution channels or wider product range or lower product price. On the other hand, digital marketing has some challenges and possible risks. Leeflang et al (2014) show that the revolution of digital marketing will affecting the existing business model. The ability to provide customers with online search and purchase requires organisations to reassign their business models. Another important challenge is the ability to capture and leverage deep customer information. To be specific, the challenges include capture, storage, search, sharing, transfer, analysis, and visualization (Snijders et al, 2012). Efficient tracking the customer`s journey and technically analyse the data is a key requirement to optimize the marketing campaigns and outperform competitors (Davenport, 2006). In addition, the shortage of the available resources for talents and experience in digital marketing is also a problem to consider before developing a strategy (Bones, 2015). Many leaders may simply designate a person who is responsible for managing digital marketing to achieve predetermined sales targets. But because they don't know any details, they can't reconsider decisions and control the pace and direction. Therefore, experts who can handle matters related to digital marketing are indispensable.
Theories related to digital marketing 
In view of the relationship between digital marketing and traditional marketing, some digital marketing theories are developed from traditional marketing. The most typical are the following two theories. The first theory is direct marketing, which is proposed by Stone (1975). According to this theory, marketing activities are carried out through various advertising media that interact directly with consumers and the customers are required to respond directly (Kotler and Armstrong, 2009). Bird (2007) believes that the series of activities included in digital marketing not only conform to the theory of direct marketing, but also a more efficient and thorough direct marketing campaign. As mentioned above, the Internet is an interactive, two-way communication channel or medium that bridges the two-way interaction between organizations and customers. Through this two-way interaction, organizations can adjust their marketing strategies and solutions in a timely manner to continuously improve marketing effectiveness. Another theory is soft marketing theory, which originated from a paper published by Kotler (1971). He believes that commercial organizations should abandon the hard-selling marketing approach and switch to a softer marketing approach. Since then, scholars have continued to enrich this concept and promote it to digital marketing activities. Now, soft marketing refers to promoting brands in a relatively soft, subtle way, such as product placement, public reporting, and consultancy marketing (Linkedin, 2015). In the digital age, with the more free and equal dissemination of information through the Internet, the soft marketing will bring greater benefits to organisations through social media and search engines (de Vries et al, 2012; Dou et al, 2010). For example, Samsung has taken advantage of the ALS ice bucket challenge trend to effectively integrate public welfare and marketing, and successfully won the attention of the Galaxy S5 (Business Insider, 2014).

2.2. [bookmark: _Toc524550461]Marketing Environment Analysis
Marketing environment analysis, which means the activity of evaluating the information collected from environment, is the basis for organisations to adjust their marketing strategies to avoid negative influences on their business performance (Dibb et al, 2016). The market environment is composed of forces and factors that can influence the organisations` efficiency in providing customers with products and services (Fahy and Jobber, 2015). It brings opportunities as well as threats to organisations. Kabadayi, Eyuboglu & Thomas (2007) regarded the frequency of the environment and market uncertainty as a source of market dynamism. Monitoring the environmental factors that influence the organization's business is the fundamental for an effective business strategy. For example, some studies have addressed the issues of hostility and uncertainty in the environment that affect the innovation and strategic approach adopted by the organization (Hagberg-Anderson, 2006; Zhao & Cavusgil, 2006). Therefore, grasping these environmental factors is critical to the success of the organization. Environment scanning, systematically obtaining information about the organization while developing and sharing this information is an important step (Chang & Gotcher, 2010; Ling-yee, 2010). This is very helpful in maintaining the competitiveness of the organization. 
[bookmark: _Toc524550462]2.2.1. Theories of marketing environment analysis
SWOT
[bookmark: OLE_LINK19][bookmark: OLE_LINK20]One of the most respected and commonly used environmental analysis tools in academia is SWOT or Strengths, Weakness, Opportunities, and Threats analysis. It provides a general description of the strengths and weaknesses of the organization's resources and capabilities and the opportunities and challenges in the environment (Johnson et al, 2017). Moreover, by listing favourable and unfavourable items in the SWOT's analysis grid, it is possible to reveal ways to overcome threats and weaknesses and generate future strategy options (Kotler et al, 2016). The wide application of this framework is not limited to business management. The research of Thomas et al (2014) shows that it is also widely used in health care, education, government and other fields. 

[bookmark: OLE_LINK27][bookmark: OLE_LINK28]However, there are some criticisms of the SWOT framework regarding its rationality and limitations. Firstly, according to Chermack and Kasshanna (2007), the SWOT framework is developed from practice and lacks theoretical foundation. Although Smith and Christensen's research on the relationship between environment and organization forms the basis of the SWOT framework in the 1950s, there is no direct academic research to support the origin of the word SWOT (Helms and Nixon, 2010). The concept of SWOT was used as a strategy analysis tool is the result of the case studies in analysing by Harvard Business School (Chermack and Kasshanna, 2007). Secondly, although the SWOT framework is a sophisticated approach to analysing the environment (Dyson, 2004), the complex issues have been simplified to apply it. Therefore, Helms and Nixon (2010) suggested supplementing other theories or models in the environmental analysis of strategy management. Peng (2014) also holds a similar view. He stated that 21st century business teaching should go beyond simple SWOT analysis, by applying updates and more comprehensive techniques. Finally, Coman and Ronen (2009) implied that it is difficult for the SWOT analysis results to translate into actions that are beneficial to the organizations. On the one hand, most of the SWOT analysis takes a lot of effort to list the strengths and weaknesses, but ignores the main ones. On the other hand, SWOT analysis is a one-time event and lacks a mechanism to monitor changes. These have limited the role of this framework in strategy management. In summary, although the SWOT framework has all of the above drawbacks as well as usage limitations, it is still used as a simple, easy-to-understand model for strategic management nowadays (Coman and Ronen, 2009).
Porter`s Five Forces
[bookmark: OLE_LINK33][bookmark: OLE_LINK34][bookmark: OLE_LINK39][bookmark: OLE_LINK40]Porter`s Five Forces model is another strategic analysis tool that is widely used in business management. It is extensively studied by business school students and corporate managers (Huggins and Izushi, 2011). According to Magretta (2012), this framework was formed in the Competitive Strategy of Porter published in 1980. In this textbook, Porter believes that there are five forces that shape the structure of industries, the established rules of competition and the roots of profitability (Porter, 2008). The five forces are competitive rivalry, buyers, suppliers, potential new entrants, and substitutes. Through the analysis of these five forces, the attractiveness and profitability of a particular industry can be described (Johnson et al, 2017). Managers could develop strategies based on these strengths or weaknesses to make the organization more competitive in the industry. It is worth mentioning that these five forces may have varying degrees of impact in a certain industry (Mohapatra, 2012). Compared to the previously mentioned SWOT framework, Porter`s Five Force model places a higher focus on the external environment (Grundy, 2006). This makes it not only to assess the attractiveness and profitability of an industry, but also to explore the foundations of competition and the roots of profitability (Porter, 2008).

[bookmark: OLE_LINK43][bookmark: OLE_LINK44][bookmark: OLE_LINK45][bookmark: OLE_LINK46]As the model that has been created and used for more than three decades, Porter`s Five Forces has faced many challenges and limitations (Dulčić et al, 2012). Porter himself admits that people may make mistakes in applying this theory (Porter, 2008). Some criticisms suggest that the multi-layered nature of certain industries may make the analysis inaccurate due to the incompleteness of the model (Johnson et al, 2009). In order to form a consistent analysis, these industries need to be analysed in many different sectors, which is crucial for an accurate description of the industries. Another focus of critics' attention is the dynamic of this model. Thurlby (1998) implied that Porter`s Five Force model can only provide static descriptions of the industry, but lacks consideration of the time dimension. Applying only this static model without taking into account the consistently changes in the competitive environment does not guarantee the success (Karagiannopoulos et al, 2005). For the organization's managers, it may be beneficial to take the time factor into the generation of the strategies (Dulčić et al, 2012). In some highly competitive industries, the focus on market trends and changing environments can better ensure the competitive advantage of the organization. Even so, there is no denying that the Porter model is still a very influential strategic model. With appropriate application, it can provide useful insights into the organization as a guide to industry attractiveness and profitability (Porter, 2008).
PEST framework
The PEST framework is one of the most commonly used tools for analysing the broad macro-environments of an organisation (Johnson et al, 2017). It is developed by Fahey and Narayanan`s (1986) approach to analysing the business environment. By analysing the four factors, which is Political, Economic, Social and Technological, this framework can help an organization better understand the strategic orientation and assist in making well-thought-out decisions about organizational activities (Kremer and Symmons, 2015). 

There are many variations that have evolved on the basis of the PEST framework. The most popular one in the UK is PESTEL framework (CIPD, 2018). It can be seen as an extension of the PEST framework by adding two factors - the legal and the environment/ecological - to the macro-environment analysis. It should be emphasized here that the environment/ecological refers to issues involving pollution, waste, and climate change. A STEEPLE model mentioned by Walden (2011) takes into account one more factor which is ethic. He insists that any analysis of the business environment should include a review of ethics to ensure that the value of an organization is ethical while developing strategies. Schmieder-Ramirez and Mallette (2007) introduced the factor of intercultural by proposing the SPELIT framework. This view holds that addressing the differences between culture and culture will be a driving force for the organization. The research of these scholars enriches the connotation of the PEST framework, making it flexible to be used according to the needs of the different situations.
2.3. [bookmark: _Toc524550463]Customer value
Another concept that is inseparable from the market environment in marketing strategy analysis is customer value. McFarlane and Britt (2007) indicate that successful companies must effectively devise strategies to respond to dramatically changing market environment and ensure maximum customer value. Customer value has been involved in strategic and marketing literature for a long time (Salem Khalifa, 2004). And this concept is gaining an increasingly crucial position in the field of marketing (Rožek and Karlíček, 2014). According to Jobber and Ellis-Chadwick (2016), one of the most fundamental goals of a market-oriented organization is to create customer value and it is paramount to any company`s survival (Kotler & Keller, 2008). By creating customer value, that is, to meet and exceed the needs of their target customers better than their competitors, the organization could attracts and retains more customers. Nowadays, the concept of customer value is so prevalent that it is widely adopted in many fields. For examples, Haugtvedt et al (2008) interprets customer value from a psychological perspective and Fellows`s (2004) research has contributed to the development of customer value in the field of cognitive neuroscience. However, the most important applications are in the areas of marketing (Sanchez-Fernandez & Iniesta-Bonillo, 2007) and business management (Woodall, 2003). 

2.3.1. [bookmark: _Toc524550464]The concept of customer value
Although the concept of customer value has been prevalent in academic literature since 1960, there is no uniform definition of this concept and it is highly controversial (Lindgreen et al, 2012). The dynamic nature of customer value is the cause of this phenomenon. Hence, recent academic literatures have developed two main academic genres: perceived customer value and desired customer value. 

[bookmark: OLE_LINK47][bookmark: OLE_LINK48][bookmark: OLE_LINK53][bookmark: OLE_LINK54][bookmark: OLE_LINK55][bookmark: OLE_LINK64][bookmark: OLE_LINK65]According to (Kumar and Reinartz, 2016), in the view of customers, Zeithaml (1988) proposed the theory of customer perceived value in 1988. She believes that customer perceived value is an overall assessment of the utility of a product or service after the customer perceives the profit and cost of obtaining the product or service. This view has been recognized and developed by many scholars (Ralston, 2003; Allen and Grisaffe, 2001). It should be emphasized here that although the quality of products and services is one of the important subjective evaluations, customer value includes more aspects than this, such as considering cost and risk attributes (Bolton and Drew, 1991; Zeithaml, 1988). Ravald and Grönroos (1996) interpreted the concept of customer value from another perspective. They emphasized the impact of relationships on customer value, and define customer value as: the value of the entire process = (the benefits of a single episode + the benefits of a relationship) / (the sacrifice of a single episode + the sacrifice of a relationship). They believed that the trade-off between benefits and sacrifice cannot be limited to a single episode, but should be extended to measure the total episode value of the entire relationship. Besides, Butz and Goodstein (1996) also indicated that the generation of customer value comes from the additional value of the product after purchase and use, thus establishing a relationship with the supplier. Another widely accepted definition of customer value comes from Woodruff (1997). Through empirical research on how customers perceive value, he stated that customer value is the product attribute that customers can help to achieve their goals and objectives under specific use episode, the effectiveness of these attributes, and the perceived preferences of the results of use. This definition emphasizes that customer value is derived from the perceptions, preferences, and evaluations that customers received through learning and it links the products, usage episode, and related results experienced by the target-oriented customers. Holbrook (2005) also holds a similar view. He believes that “customer value is 1) interactive; 2) relativistic: a) comparison of objects; b) differs between persons; c) situation dependent; 3) embodies preferences; 4) is attached not to the object itself but rather to the relevant consumption experience.” It can be seen from the above reviews that although scholars have interpreted customer value from different perspectives,, they all look at value from the perspective of exchange, and agree that the core of perceived value is the trade-off between perceived benefits and perceived sacrifice. 

[bookmark: OLE_LINK56][bookmark: OLE_LINK57]Different from customer perceived value, which focuses on the evaluation of benefits and sacrifices, the desired customer value focuses on customer needs and desires (Flint, Woodruff and Gardial, 2002; Beverland and Lockshin, 2003). This research on customer value attempts to explain what values or demands a customer wants to achieve when purchasing or using a particular good or service. In order to give an answer to this question, some scholars use the means-end theory as the theoretical basis of their research (Lai, 1995; Huber Herrmann and Morgan, 2001; Flint, Woodruff and Gardial, 2002; Beverland and Lockshin, 2003). However, this theory is based on the assumption that the customer chooses the behaviour that produces the desired effects and minimizes the adverse effects. An important contribution of this theory is the development of an approach to explore desired customer value based on a hierarchy of customer values (Flint and Woodruff, 2001; Blocker and Flint, 2007). That means customers develop their ideas based on the specific attributes of a good or service before purchasing the item. Depending on their experience, customers will judge this purchase will help meet their personal goals at which hierarchic level. 

2.3.2. [bookmark: _Toc524550465]How to manage customer value
Although there is controversy about the concept of customer value, scholars have proposed several ways to develop and manage customer value. Venkatesan and Kumar (2004) used an independent evaluation model to assess customer value. They use various vendor-specific factors and customer characteristics, such as participation, conversion costs, and previous behaviour as antecedents of purchase frequency and contribution margin. However, one problem with independent evaluation of purchase frequency, marketing costs and gross margins is that it is difficult to determine the mutual impact between them. Moreover, each customer may have different reflections on marketing information, and the evaluation should reflect this change by allowing each customer's regression weight to be different. Venkatesan, Kumar, and Bohling (2007) use Bayesian decision theory to solve customer uncertainty about the market. It is possible for this model to obtain some market change warnings to help organizations develop appropriate strategies to manage customer value. Rust, Lemon and Zeithaml (2004) suggest a model for customer acquisition and retention. The probability that a customer will switch from one brand to another can be assessed by collecting information on previously purchased brands, the probability of purchasing different brands, and the personalized rating from customers. Rust, Kumar, and Venkatesan (2011) show a model that could accurately predicts the future profitability of customers, which is measured by total profit and net present value of profit. 


3. [bookmark: _Toc524550466]Research Methodology 
This chapter provides an in-depth description of the methodology involved in the study. It will first talk about a thorough review of the methods and techniques used in the research paradigm and the reasons why specific methods and methods are selected. After that, the overall questions about data generation, collection and analysis will be answered. Finally, the test of the reliability and validity of the data will be discussed. Moreover, the limitations of this study will be explained.

[bookmark: OLE_LINK12][bookmark: OLE_LINK13][bookmark: OLE_LINK9]Methodology is a model of thought and behaviour that attempts to describe the process of creating or researching new knowledge (Arbnor and Bjerke, 2009). Specific to this business study, it is the points of view on when and how to use the appropriate methods to study the reality. Arbnor and Bjerke (2009) imply that different methodological views may make different assumptions about the reality to be interpreted or understood. This means that the data needed for the research cannot be simply collected and conclusive. Conversely, the generation, collection, and analysis of data largely depends on the choice of views. Therefore, it is important to choose the appropriate methodology to underpin this study. Utilizing the ‘Research Onion’ (Finger 1) proposed by Saunders et al (2007) as a guideline to the formation of the methodological framework, each layer of the study is fully elaborated and discussed as follow.

[image: ]
Finger 1: Research Onion 
Source: Saunders et al (2007)
3.1. [bookmark: _Toc524550467][bookmark: OLE_LINK6]Research Philosophy
[bookmark: OLE_LINK11][bookmark: OLE_LINK14][bookmark: OLE_LINK15][bookmark: OLE_LINK16][bookmark: OLE_LINK17][bookmark: OLE_LINK18]There are four major philosophies in business and management: Positivism, Realism, Interpretivism, Pragmatism. Pragmatism is a philosophical trend of thinking that concepts only make sense where they support action (Kelemen and Rumens, 2008). The research of pragmatists often begins with a practical question that aims to provide solutions for future practice. Positivism philosophical stance is consistent with natural scientists, and it is the way to connect observable social realities to form generalisations like laws (Saunders et al, 2007). Through these generalisations, positivists interpret and predict organizational behaviour and events. Realism, as another philosophical stance related to scientific inquiry, holds that truth is the reality revealed by the senses (Saunders et al, 2007). It has two branches - direct realism and critical realism. The former believes that what you see is what you get, while the latter believes that the truth of the world is hidden behind sensations. These two perspectives are equally important in the field of business management research. Critical realists believe that the changing position of the social world is more in line with the purpose of business and management research. On the other hand, direct realists explain the phenomenon as a reason for recommending a precursor to change. Interpretivism forces on the importance of understanding the difference between human and physical phenomena, because in social activities people create meaning. In other words, social science research should adopt a different research method from natural science research. Contrary to positivists, interpreters argue that if the complex social truth is fully attributed to a series of generalisations, then the rich insight into humans will be lost.

Based on the above description, the researcher chooses positivism as the most suitable philosophy for this study. In research using positivist philosophy, a large amount of quantitative data is usually collected and then analysed using statistical hypothesis testing (Saunders et al, 2007). Therefore, this research philosophy is selected to collect a large amount of measurable data to conduct an in-depth analysis of Xiaomi's market strategy.
3.2. [bookmark: _Toc524550468][bookmark: OLE_LINK22][bookmark: OLE_LINK23]Research approach
The research approach, as the second layer of research onion, is mainly divided into deductive and inductive. According to Adams et al (2014), inductive reasoning is a logical process from specific to general, that is, the process of deducing general propositions based on observation of target data. On the contrary, the deductive approach is to test the proposed proposition through the existing correct theories (Saunders et al, 2007). This research aims to summarize the Xiaomi`s market strategy by the analysis of the phenomenon of the rapid development of Xiaomi in recent years. Therefore, the inductive research approach is adopted in this research. It is worth noting that Adams et al. (2014) indicate that the principle of regularity is a major drawback of inductive approach because there is no guarantee that everything will remain the same. Thus, this is also one of the limitations of this research.

3.3. [bookmark: _Toc524550469]Research strategy
[bookmark: OLE_LINK29]As the previous picture shows, the third layer of the research onion is research strategy. Commonly used strategies are as follows: experiment, survey, case study, action research, grounded theory, ethnography, and archival research. Although some of them are clearly used for deductive approach and some are used for inductive methods, none of the research strategies are superior in nature to the other (Saunders et al, 2007). Therefore, the choice of strategy should consider whether it can meet specific research objectives or not, rather than its inherent label.

Surveys are usually conducted by questionnaires on a sample to obtain standardized, easily comparable data. This study intends to use this research strategy to collect data, perform statistical analysis, and summarize the results into general conclusions. Specifically, online questionnaires are adopted for the sake of flexibility of participant management and economics. Online questionnaires have many obvious advantages than other strategies. Sekaran and Bougie (2016) state that in terms of the convenience of collecting data, online questionnaires can save money as well as time compared to some traditional methods. Moreover, online questionnaires can break through geographical restrictions and investigate multiple targets at same time (Yin, Gao and Xu, 2014). In addition, online questionnaires can protect the privacy of individuals by hiding the personal information of respondents. Since the research is aimed at the marketing strategy research of Xiaomi in China, the researchers cannot take traditional methods to investigate due to geographical and economic constraints. Therefore, the online questionnaire is considered to be the best choice. However, Wright (2005) pointed out that there are sampling issues in online surveys because it excludes individuals without network connections from the research. This can be view as another limitation of this study.

Case study, according to Robson (2002), is a research strategy by using a variety of evidence sources to empirically study specific contemporary phenomena in the real life context. It is considered to be particularly suitable when the researcher intends to have a deep understanding of the research context and the processes being enacted (Morris and Wood 1991). In view of the fact that this paper takes the context of Xiaomi's market strategy formulation - market environment - as an important research object, case study is selected as another research strategy. In this case, Xiaomi is considered the object of the case study. The information on the official website of Xiaomi and previous research about this company can be used as the main source of data.

Triangulation refers to the use of more than one data collection technique in a study to ensure the reliability of the results (Saunders et al, 2007). By using both survey and case analysis strategies, it can take advantage of multiple research strategies and use different data to verify each other, increasing the reliability and validity of the research. 

[bookmark: _Toc524550470]3.4. Sampling
[bookmark: _Toc524550471]3.4.1. Sample
[bookmark: OLE_LINK21][bookmark: OLE_LINK24][bookmark: OLE_LINK25]According to Sandelowski (2005), sampling is a technique by which researchers select the participants based on the purpose of the research. As some research questions are unlikely to collect data from the entire population, or because of budget and time constraints, it is necessary for these researches to provide useful results from a sample (Saunders et al, 2007). The available sampling techniques are generally divided into the following two categories: probability sampling and non-probability sampling. Probability sampling means that the probability of selecting each case from the population is known and usually equal. For non-probability sampling, the probability of selecting a case is unknown, which makes it impossible to answer research questions that require statistical analysis of demographic characteristics (Saunders et al, 2007). 

The technique used in this study to collect data is the purposive sample. This is a type of non-probabilistic statistic that selects elements based on the purpose of the study (Daniel, 2011). Since the purpose of this study is to explore Xiaomi's mobile marketing strategy in China, the researcher need to collect data of the response from mobile phone customers at different ages and brands. The sample unit is a Chinese mobile phone customer who is over 18 years old and can be accessed by the Internet. 

[bookmark: _Toc524550472]3.4.2. Sample size
The sample size, according to Denscombe (2014), must be large enough to ensure that sufficient information is collected. Pornprasertmanit et al (2014) believe that, considering the factors of economy, region and time, the sample size should be estimated about 80-100. On the other hand, an excessive sample size is not easy to manage (Denscombe, 2014), and the purpose sampling does not require a large sample size to ensure the reliability (Sullivan and Feinn, 2012). Therefore, this study selected the sample size as 80-100.
3.5. [bookmark: _Toc524550473]Questionnaire design
The questionnaire is a data collection technique that collects responses from each respondent to a series of identical pre-set questions. These questions is suggested to be presented in a logical order - from general to special (McLeod, 2018). The number of questions should not be too much, because it will reduce the enthusiasm of the respondents and affect the reliability. In addition, the questions should be standardized and as easy to understand as possible so that the respondents do not have different interpretations of the same question (Robson 2002).

Taking into account the above factors, the number of questions in the questionnaire is set to 11, and these questions were designed to be easy to understand. The entire questionnaire is divided into three sections. The first section is the basic demographic questions, mainly related to the age of the respondents and the mobile phone brands they use. The purpose of this section is to find out which age group the main customers of Xiaomi mobile phones are concentrated on. The second section is about the respondents' awareness of Xiaomi`s brand and products. From these questions, the channels and performance of Xiaomi marketing strategy can be realized. The third section consists of some questions about the respondent's perception of Xiaomi. The purpose of this section is to have a research on the customer value delivered by Xiaomi. Ritchie et al (2013) suggest that positivist research should use closed-ended questions, that is, respondents can only choose from pre-determined answers. Therefore, all the questions in this questionnaire consist of single and multiple choices. It is worth mentioning that the questionnaire was presented in both Chinese and English, so that Chinese respondents can complete the survey.
3.6. [bookmark: _Toc524550474]Pilot testing
[bookmark: OLE_LINK30][bookmark: OLE_LINK31]In order for the respondent to have no obstacles in answering the questions and to record the data without problems, the questionnaire should be refined by the pilot test (Saunders et al, 2007). It is suggested that there should be expert comments and several respondents' feedback on the questionnaire (Saunders et al, 2007). In that case, the questionnaire is discussed with the dissertation supervisor and then send to three classmates. After analysing the feedback and comments received, the researcher make some improvements to the questions. Questions 3 and 4 added an option to improve accuracy. The description of Question 8 was adjusted to eliminate the ambiguity of the respondents. Set filters for questions 6 and 8, so that those who are not applicable can skip these questions.
3.7. [bookmark: _Toc524550475]Administering the questionnaire
As the sample individuals are Chinese mobile phone consumers over the age of 18 who can connect to the Internet, this research choose a Chinese survey application called Wenjuanxing. After the questionnaire is created on the website, the links to it can be posted via social media or email. The questionnaire is distributed on July 27th and is collected on August 2nd to ensure that respondents have enough time to complete it.
3.8. [bookmark: _Toc524550476][bookmark: OLE_LINK35]Reliability and validity
[bookmark: OLE_LINK32]Reliability is one of the important indicators for evaluating the credibility of research findings. It refers to the degree to which the data collection techniques and analytical processes of the research yield consistent results (Saunders et al, 2007). There are a number of factors that can affect the credibility of the research. Robson (2002) identified four threats to it - subject or participant bias, subject or participant error, observer bias and observer error. Therefore, in the process of designing the questionnaire, the researchers used simple and neutral words to describe the problem to avoid bias and misunderstanding. Since the researcher chooses Chinese mobile phone customers over the age of 18 as sample, respondents have the ability to accurately understand the questions. At the same time, before the questionnaire begins, the respondents will be informed of some basic descriptions of this research to ensure they have a general understanding of the survey. 

According to Saunders et al (2007), the validity is the assessment for whether the findings of the research really look the same as they do. A poor validity means that the content of the research process is not relevant. To make the research more valid, the questionnaire was thoroughly discussed by an experienced dissertation supervisor and piloted, so that each question was logically related to the research topic. Moreover, all research strategies are based on previous literature reviews.
3.9. [bookmark: _Toc524550477]Limitations 
As mentioned earlier, the inherent flaws in the inductive approach and online survey are one of the sources for this research`s limitations. Besides that, since the limitation in time and economy, the research strategy of this paper is relatively simple. And due to the lack of previous research on the Xiaomi market strategy, the resources on which the case study can be based is limited. All of these may lead to the uncertainty of the result.

[bookmark: _Toc524550478]

4. Data analysis
[bookmark: _Toc524550479]4.1. Introduction
This chapter will discuss the results of data collection implemented in accordance with the previous chapter. The discussion will focus on the analytical interpretation of the results and its application to the main purpose of the research. The main purpose of this research is to explore how Xiaomi successfully applied the relevant theories of marketing strategies to the promotion of mobile phones.

As described in the methodology section, the researchers collected a total of 84 responses to the questionnaire. All collected data is displayed graphically, which is helpful for the researcher to interpret and analyse the results. The single choice questions are presented in pie charts, and the multiple choice questions are presented in bar charts. The central analysis of the research results is to reveal Xiaomi`s marketing strategies through the customer response to the company.
[bookmark: _Toc524550480]4.2. The target customer of Xiaomi
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Finger 2: Age of respondents
[image: ]
Finger 3: The age for Xiaomi users
Figure 2 shows that the proportion of respondents aged 25-35 is the largest, with 73.81%. The second most is the 15-24 year old respondents, accounting for 20.24%. The respondents who were over 35 years old had the least, only 5.95%. However, Figure 3 shows that 90% of respondents who used Xiaomi mobile phone are between the ages of 25 and 35. Few respondents are younger than 25 or older than 35. 

This result indicates that Xiaomi's main customer base is young people between the ages of 25 and 35. Older customers (35+) and younger customers (25 or less) are few. 
[bookmark: _Toc524550481]4.3. The factors affecting customers' purchase of mobile phones
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Finger 4: Factors to consider on average
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Finger 5: Factors to consider of Xiaomi users
Figure 4 shows that when purchasing a mobile phone, the three factors that most customers consider are hardware configuration (the type of CPU or camera inside the phone), brand and price, which account for 78.57%, 73.81% and 70.24%. However, service and recommendation from friends or media are the least considered by mobile phone customers, only 27.38% and 17.86% of respondents considering these. Figure 5 shows that the three factors most concerned by Xiaomi users are hardware configuration, price and appearance. 100%, 90%, and 75% of respondents who have used Xiaomi selected these three factors in turn. Compared with Figure 4, these ratios are higher than the average. Although a little higher than the average, recommendation from friends or media is also the least the factor selected by the respondent who have used Xiaomi.

This result indicates that customers who use Xiaomi mobile phones pay more attention to hardware configuration, price and appearance than other customers when purchasing mobile phones. Whilst, as with the average, recommendation from friends or media is the least considered factor.
[bookmark: _Toc524550482]4.4. The channels that people heard about the brand of Xiaomi

[image: ]
Finger 6: Have the respondents heard of Xiaomi?
[image: ] Finger 7: The channels that respondents heard about Xiaomi
Figure 6 shows that the majority of respondents who have heard of Xiaomi account for 98.81%. While the respondents who have not heard of Xiaomi account for only 1.19%, only one person. Among the respondents who have heard of Xiaomi, in what channels have they heard about Xiaomi is shown in Finger 7. The most respondents, more than half of them, have heard about Xiaomi through social media and friends. 39.79% of the respondents heard about Xiaomi through TV ads. Whilst, there are also some respondents who heard about Xiaomi through outdoor advertising, press conference and online forums. Their proportions are 24.1%, 21.69%, and 18.07%.

The result indicate that Xiaomi has a high degree of awareness. Almost very respondent has heard about the brand of Xiaomi. Social media and the communication between friends is the two most important channels for Xiaomi to promote. Whilst, TV ads has also played a good role in increasing the awareness of Xiaomi among customers. Although the channels of outdoor advertising, press conferences and online forums help Xiaomi's promotion, the effect doesn't seem good.
[bookmark: _Toc524550483]4.5. The channels that people to know Xiaomi`s latest products
[image: ]Finger 8: Do the respondents know the latest products of Xiaomi？

[image: ] Finger 9: How did the respondent get to know the latest products?
Contrary to previous awareness of the brand, Figure 8 shows that only 24.1% of respondents know Xiaomi's new products. However, most of the respondents, accounting for 75.9%, do not know about Xiaomi's new products. Figure 9 shows that the number of respondents who know about Xiaomi's new products through social media is the most. The proportion of this channel is much higher than the others, reaching 75%. The ratio of press conferences and friends is the second highest, reaching 35%. The channel of outdoor advertising has the lowest percentage, only 20%.

The result indicates that only a quarter of consumers know about Xiaomi's latest product. The promotion of the latest product is not as successful as the brand promotion. Similarly, social media is the most important channel for Xiaomi to promote new product. It is worth noting that the conference and communication between friends also play a role in the promotion of Xiaomi's new products.
[bookmark: _Toc524550484]4.6. The overall perception of Xiaomi
[image: ]Finger 10: What are all respondent`s perception of Xiaomi mobile phone?
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Finger 11: Xiaomi users' perception of Xiaomi 
Figure 10 shows that the majority of all respondents believe that Xiaomi mobile phone is good or ok. Whilst, 15.66% of the respondents have a really good perception of Xiaomi. Only a very small percentage of respondents believe that Xiaomi's mobile phone is not good or bad, which is 2.4%. In general, respondents' perceptions of Xiaomi are biased toward good. Shown in Figure 11 is the perception of Xiaomi by respondents who have used the Xiaomi mobile phone. Respondents who believe Xiaomi is good are the most, accounting for 60 percent. Then, there are 30% of respondents believe that Xiaomi's mobile phone is very good. No one selects not good or bad options. In comparison, the proportion of respondents who selects good and very good in Figure 11 was significantly higher than that in Figure 10. While the proportion of not good or bad options in Figure 11 is much lower than in Figure 10.

The result indicates that, although there is someone think that Xiaomi's mobile phone is not good or bad, customers' overall perception of it is positive. This trend is even more pronounced among customers who have used Xiaomi mobile phones. Their attitude towards Xiaomi's mobile phone is obviously more positive than the average. The vast majority of them believe that the Xiaomi mobile phone is quite good. Whilst, none of them have a negative attitude towards it. 
[bookmark: _Toc524550485]4.7. Excellent aspects of Xiaomi
[image: ] Finger 12: What do the all respondent think Xiaomi has done well?
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Finger 13: What do the respondent who have used Xiaomi mobile phones think Xiaomi has done well?
Shown in Figure 12 is the view of all respondents on Xiaomi (both users and non-users of Xiaomi mobile phones). Cost-effective is the aspect that is most recognized by respondents. 90.36% of the respondents believe that Xiaomi is doing a good job in terms of cost-effective. 30.12% of respondents, which is second most, believe that Xiaomi has a good brand image. The proportion of respondents who suggest that Xiaomi has done well in pre-sales service, after-sale service and customer communication is the least. Figure 13 shows the excellent aspects believed by respondents who have used the Xiaomi phone. It is similar to that shown in Figure 12. The cost-effective and brand image are the two aspects that most respondents choose. And few respondents believe Xiaomi has done well in pre-sales service, after-sale service and customer communication. In comparison, the brand image and customer communication in Figure 13 are higher than in Figure 12. While, the other items are basically the same.

The result indicates that the excellent performance of Xiaomi mobile phone in terms of cost performance has been recognized by most consumers who have used or have not used it. This can be considered as the most successful advantage of Xiaomi to attract consumers. The brand image is the second to be recognized by customers. Customers who have used Xiaomi mobile phones have a better impression of its brand image than the other. In addition, the proportion of Xiaomi users who believe Xiaomi has done well in customer communication is more than that of non-users.
[bookmark: _Toc524550486]4.8 Aspects to be improved 
[image: ]Finger 14: What do the all respondents think Xiaomi needs to improve?
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Finger 15: What do the respondent who have used Xiaomi mobile phones think Xiaomi needs to improve?
Shown in Figure 14 is the view of all respondents on Xiaomi (both users and non-users of Xiaomi mobile phones). More than half of the respondents believe that Xiaomi should improve product quality, which is the most. 37.35% of the respondents believe that the design of Xiaomi`s product should be improved, which is the second most. Pre-sales service and cost-effective are chosen by the least respondents, accounting for only 8.43% and 10.84%. Finger 15 shows that, for those who used the Xiaomi mobile phone, 50%, 45% and 45% of the respondents believe that product design, product quality and after-sales service need to be improved. Similar to the previous picture, cost-effective and pre-sales services are the choice of the least respondents. In contrast, the proportion of product design, after-sales service and customer communication in Figure 15 is significantly higher than that in Figure 14. While, the proportion of product quality in Figure 15 is slightly lower than that in Figure 14. 

The result indicates that customers generally believe that the quality of Xiaomi's mobile phones needs to be improved. However, this evaluation is slightly better among customers who have used it. Product design and after-sales service are the two other aspects that the most need to be improved by the customers who have used Xiaomi. And this ratio is higher than the average. Cost-effective and pre-sales service are the least options for customers. Combined with the results of the excellent aspects of Xiaomi, customers may think that Xiaomi mobile phone is very good in terms of cost performance, but they pay no attention to pre-sales service.
[bookmark: _Toc524550487]4.9. Discussion & case study
[bookmark: _Toc524550488]4.9.1. Effects of fans
Fans play an important role in Xiaomi's marketing strategy. Xiaomi`s fans are both loyal customers of the company and have made great contributions to the spread of the company's brand. 

The results of the survey show that Xiaomi's main customer base is young people between the ages of 25 and 35. Blumenstock and Eagle (2010) state that customers under the age of 35 are most susceptible to fashion and technology trends. The target customer of Xiaomi is a group of people with such characteristics. A study of Marketline (2014) shows that fanatic followers of Xiaomi customers, called ‘Mi fans’, are one of the main drivers of Xiaomi's success. This group, as the target customer of Xiaomi mobile phone, is some people who are particularly interested in smartphones (Xiao, 2018). Most of Xiaomi’s marketing strategy is built around these customers.

On the other hand, Xiaomi makes good use of the influence of its fans to promote its brand. Xiao (2018) indicates that ‘Mi fans’ plays an important role in Xiaomi's viral marketing strategy. Viral marketing or viral advertising is a business strategy that uses existing social networking to promote products (Ho and Dempsey, 2010). Through the constant discussion of Xiaomi's mobile phone by 'Mi fans', its popularity and influence have been expanding on social networks and gradually become a hot topic for young people. This marketing strategy has led to a large number of customers and a rapid spread of its brand.

[bookmark: _Toc524550489]4.9.2. The power of Internet
The Internet is an important medium for Xiaomi's marketing activities, especially in terms of brand spread and new product releasing. The results of the survey on consumer awareness of the Xiaomi`s brand show that almost all customers have heard of Xiaomi except for a very small number of customers. In this regard, Xiaomi's marketing strategy is successful. Whilst, social media and communication between friends are the two most effective channels for brand promotion. Hudson and Thal (2013) suggest that the emergence of social media has dramatically changed the traditional marketing and become the most important marketing channel. It leverages the power of relevant social networks to communicate with customers, generate deeper insights, get better feedback, and bring more sales to the organization (Social media's impact on the marketing mix of the 7Ps, 2014). Nowadays, there are many successful cases of social media marketing in the business, such as developing and launching new products through social media. 

Xiaomi`s marketing strategy is largely related to the Internet. In China, it is mainly achieved through two social media platforms - Weibo and WeChat (Mi, 2018b). On Xiaomi's page of Weibo, the information about the latest product release is one of the important contents. In addition, there are interactions with followers and other stars. In this way, on the one hand, the company can maintain customer loyalty in a relatively low-cost way. On the other hand, by interacting with the stars, Xiaomi can increase its brand awareness by the influence of stars (Xiao, J, 2018).

On the other hand, the press conference of Xiaomi is also broadcast live on the Internet (Live.ithome, 2018). It is a great opportunity for a company to make customers know about their new products, such as Apple events (The Independent, 2018). Xiaomi's press conference is partly an imitation of Apple and many critics call Xiaomi China's Apple (Marketline, 2014). This kind of criticism has become the focus of many media reports, which also contributes to the promotion of Xiaomi's new products to a certain extent.

However, the Internet doesn't always work. Contrary to the awareness of the brand, the results of the survey shows that Xiaomi's new products awareness is relatively low. Only about a quarter of customers clearly know its latest products. However, they have some similarities in terms of the channels - social media as the same important channel in promoting latest products. The reason for this contrast can be the fierce competition in the Chinese mobile phone industry. The research of Fu and Lai (2016) indicates that Social media is an important marketing channel for many mobile phone brands including Huawei, Samsung and HTC. In this case, it is normal for customers to not interested in learning more about the latest products.

[bookmark: _Toc524550490]4.9.3. Unique selling proposition
The unique selling propositions are the points that attracted customers and maintained customer loyalty. The propositions of Xiaomi are consistent with the value that Xiaomi tries to deliver to customers – low price, high performance of physical attributes and the brand value. 

The unique sales proposition that Xiaomi tried to deliver meets the needs of the target customers. According to the result of previous survey, price, brand, appearance, and hardware configuration are the four most important factors consumers care about when purchasing a mobile phone. This is consistent with the results of previous studies by Uddin, Zahan Lopa and Md (2014). Their research shows that the physical attributes of the mobile phone (including hardware configuration, appearance and brand) have the greatest impact on customer purchases, followed by price. Whilst, it is worth noting that Xiaomi users are more sensitive to price and hardware configuration than average. The reasons for this phenomenon is related to the main customers of the Xiaomi mobile phone. Price and hardware configuration is one of the most frequently discussed topics for Mi fans as the major customer base for Xiaomi phones (Chinaz, 2018). Coupled with the limited economic ability of these young people, it is certainly attractive to spend the least money on the best mobile phones.

It is not surprising that Xiaomi has low price and high performance as the marketing focus. "MAKING QUALITY TECHNOLOGY ACCESSIBLE TO EVERYONE" is one of the concepts that Xiaomi tries to convey (Mi, 2018a). At the same time, at the launch conference of Xiaomi mobile phone, low price and high hardware configuration are also the focus of the latest products. This means that it is an important marketing strategy for Xiaomi to convince consumers that Xiaomi's products are low-priced and high-quality.

There are evidences that Xiaomi's unique sales proposition is effective for customers. The survey results on Xiaomi mobile phone perception are very positive. Regardless of whether used it or not, more than two-thirds of customers` evaluation of Xiaomi mobile phone is good or very good. This could means that Xiaomi's attempt to satisfy customer needs and deliver value to customers is basically successful. Or, “at least convince them their products are what they want” (Marketline, 2014:5). In particular, those customers who have the experience of using Xiaomi mobile phones have higher praise for it. The values they have perceived could be one of the explanations.

Xiaomi`s unique selling propositions can be reflected in the results of the survey on the excellent aspects. According to the results, cost-effectiveness is one of the most recognized aspects of the customer. This is consistent with the low price and high performance of the products mentioned before, which is xiaomi's most important customer value. Besides that, Xiaomi also tried to establish a good brand image and deliver it to customers. Its promotional slogan in China is to let everyone enjoy the fun of technology (Mi, 2018c). This set up a technological and easy-to-be-reached image for Xiaomi. At the same time, Xiaomi actively organizes and participates in social welfare activities to practice corporate social responsibility (City.xiaomi, 2018). With this, Xiaomi delivered a responsible corporate image to customers. However, due to the sales-through-scarcity sales strategy, Xiaomi is criticized for artificially stimulating demand through the mass-releasing mobile phones in a short period of time to create scarcity (Marketline, 2014). This made customers who did not succeed in purchasing Xiaomi mobile phones have a negative impression on its brand image. This is the reason why the average level of brand image is lower than that of Xiaomi users.

[bookmark: _Toc524550491]4.9.4. Aspects for improvement
Aspects for improvement may related to the future development of Xiaomi`s marketing strategy. Product quality, product design and after-sales service are the three areas that mostly need to be improved for both customers who have used Xiaomi mobile phones or not. According to a news by Sohu (2018), Xiaomi ranked second in the Android phone failure rate ranking. This shows the fact that the quality of Xiaomi's mobile phone is not good. In addition, most people believe that low prices mean low quality (Business News Daily, 2012). Xiaomi’s low-price marketing strategy may be another reason for this. On the other hand, although Xiaomi made some commitments to after-sales service and made some efforts on product design (Mi, 2018d; YouTube, 2018). There are still many criticisms about these aspects (Sohu, 2018; Marketline, 2014). Improving them can be one of the future directions of Xiaomi marketing strategy.

[bookmark: _Toc524550492]

5. Conclusions and recommendations 
In the previous chapter, the results of data collection have been described and discussed. In this chapter, the researchers will examine the internal and external environment in relation to the survey`s results. Then, the marketing strategy is identified and evaluated. Finally, based on the previous discussion, the researchers will give some recommendations.

[bookmark: _Toc524550493]5.1. Analysis of environment
[bookmark: _Toc524550494]5.1.1. Internal environment analysis
Strengths
According to the results of the survey, the strengths of Xiaomi is mainly based on three aspects - price, management team and fans. First of all, as discussed before, high cost-effective is the core selling point of Xiaomi mobile phone. This is also the aspect that customers believe Xiaomi's mobile phone is doing the best. Then, there is a winning team which has led to Xiaomi`s rapid success (Marketline, 2014). This team is led by ex-Kingsoft CEO and founding member Lei Jun, and each member has a wealth of management knowledge and experience. It brings Xiaomi advanced management ideas and valuable resources. Finally, the large number of loyal customers – ‘Mi fans’ - is another strong strength of Xiaomi. Mi fans are not only the support for Xiaomi mobile phone sales and promotion as mentioned before, but they also actively participate in the improvement process of Xiaomi products to make them more competitive.
Weaknesses 
The survey`s results show that customers believe Xiaomi`s product quality is not good. Due to the rapid replacement and excessive pursuit of low prices, Xiaomi mobile phones have quality problems. For example, there is report that long-term use can cause the phone to become extra hot (Baijiahao, 2018). Then, according to the previous discussion, the problem of the supply chain is an obstacle to the further development of the company. Xiaomi's hardware and software are largely limited by its suppliers. The increase in prices or the decrease in supply from suppliers will have negative impacts on the competitiveness of Xiaomi's mobile phones. In addition, according to the survey, after-sales service is one of the aspects that customers suggest Xiaomi needs to improve most. This issue has been criticized by many people, even the fans of Xiaomi (Miui, 2018a). It means that the customer's rights cannot be fully protected, which will ultimately affect the sales and brand image of the product.
Opportunities
The opportunity for Xiaomi is mainly derived from the policies of the Chinese government and the development of the digital market. On the one hand, nowadays, the Chinese government has strongly supported Internet companies and has introduced a number of corresponding policies, such as the policy of Internet+ (China, 2018). These policies demonstrate China's determination to develop the Internet industry and create an excellent policy environment for the development of related companies. On the other hand, the development of the digital market will drive the prosperity of Xiaomi, a company with Internet characteristics. The CCTV (2018) report shows that China is developing rapidly in digital marketing these years and has become the world's largest market for e-commerce. With this, Xiaomi can expand the online sales channels of mobile phones and obtain abundant customer resources.
Threats
There are two threats to the Xiaomi mobile phone. First, the fiercely competitive mobile phone industry could be the greatest threat for Xioami. As mentioned earlier, the competition in the Chinese smartphone industry is fierce. Many mobile phone brands have introduced their own cost-effective models to earn more market share (Cnmo, 2018). The core customer value provided by Xiaomi is threatened. Then, Xiaomi`s brand image may be affected by attacks of some people's malicious criticism. There are many people on the Internet use a variety of ways to discredit Xiaomi (Sohu, 2018). This makes Xiaomi suffered a high public opinion pressure and has a negative influence on its brand image.
[bookmark: _Toc524550495]5.1.2. External environment analysis
The structure of the external environment in which the company is located strongly influences the establishment of competition rules and the choice of corporate strategy (Johnson et al, 2014). This research adopts the Porter`s Five Forces Model to conduct a detailed assessment of the competitiveness of the industry in which Xiaomi is located. 
The power of suppliers
The launch of mobile phones is not a seemingly simple manufacturing process. In fact, in the early stage of production, there are many industries working together. In general, a mobile phone is composed of two parts: hardware and software (Dave et al, 2018). The hardware refers to the parts that can be seen by the mobile phone itself, including various chips (such as CPU, image processor), camera, screen, and other components. Software is the programs that is attached to the phone and is used to support more services, such as operating systems, applications, and so on. In comparison, mobile software has a wider range of coverage and faster updates.

From the perspective of mobile phone hardware, the core chip of Xiaomi Mobile is currently provided by Qualcomm, a well-known American chip supplier (Mi, 2018e). However, for Xiaomi Mobile, the source of its core chip is too single, almost from Qualcomm. In terms of mobile phone screen supply, the product introduction of Xiaomi website shows that OLED screen is the mainstream (Mi, 2018f). Similarly, the manufacture of OLED screens is dominated by a few suppliers (Display.ofweek, 2017). So does the operating system - Android operating system which is exclusively supplied by Google. Once suppliers increase their prices with any excuses, Xiaomi Mobile will be in an extremely passive position, so the supplier’s bargaining power is very strong.
The power of buyers
As discussed earlier, Xiaomi's main consumer groups are those young people who are susceptible to technology and fashion trends. It not only includes students who are easy to accept new things, but also white-collar workers and urban youth. At the same time, in order to attract a wider range of customers, Xiaomi mobile phone has also improved in terms of appearance and function (Mi, 2018f). Therefore, in general, anyone with a smartphone need can be a Xiaomi customer. The current mobile phone market in China is filled with different mobile phone brands that have similar functions. Consumers have a relatively strong bargaining power because they have a lot of choices when purchasing mobile phones. However, the official offer of Xiaomi Mobile is certain, which is a limitation on the bargaining power.
The threat of entry
According to Deng (2014), emerging brand mobile phones and cottage phones are the two major new entrants to the Chinese mobile phone industry. The cottage mobile phone has a large negative impact on the existing brand of the mobile phone through the imitation of the brand, appearance, function and so on. In addition, the emerging mobile phone brands, such as OnePlus and Meizu, have also exerted pressure on Xiaomi with its good performance and low price (Deng, 2014). However, according to previous surveys, the brand is one of the most important consideration when consumers purchasing mobile phones. For emerging mobile phone brands, it takes time to get recognition and attention from the market. It could be a limitation for new entrants. In general, the threat of new entrants is relatively high.
The threat of substitutes
Substitutes are those products that have the same function in the same industry. For mobile phones, due to the portability and ease of use, there are few substitutes. At present, many companies are committed to developing electronic tools that facilitate people's communication and enrich people's lives, but most of these products can only replace some of the functions of smart phones, such as IPAD and GALAXY Note (Deng, 2014). Although other substitutes may emerge as technology advances, at the current stage, the threat of them is relatively low.
Competitive rivalry
The competition in the current Chinese mobile phone market has been very intense. According to IDC (2017) statistics, compared with the same period of last year, the smartphone market grew by -1% in the third quarter of 2017, while the share of the top five smartphone companies increased from 65.2% in the third quarter of 2016 to 76.0% in the third quarter of 2017. This means that the Chinese smartphone market has become saturated, and mobile phone manufacturers are desperately expanding their market share. This fierce competition requires Xiaomi to be more competitive in marketing and product competitiveness.

[bookmark: _Toc524550496]5.2. Identify and evaluate the marketing strategy of Xiaomi
[bookmark: _Toc524550497]5.2.1. Marketing strategies in the product development stage
Product innovation is an essential response to competition due to the development of technology and changes in customer tastes (Jobber and Ellis-Chadwich, 2016). It is a process of adding customer value and giving more benefits. Xiaomi's leading team takes into account various factors and adopts marketing strategies that is suitable for its own unique product development stage.

The most unique point of Xiaomi's marketing strategy at this stage is to involve customers in the product development process. This enhances customer enthusiasm and increases customer loyalty, while also making Xiaomi's products accurately meet customer needs. The important support for this stage of marketing strategy is Xiaomi's loyal customers, ‘Mi fans’. Due to their love for Xiaomi, they are happy to discuss and research their products. These discussions and research are the most direct reflection of customer needs, which is very meaningful for the improvement of Xiaomi`s products. In order to collect this valuable information, Xiaomi provides them with appropriate channels to make suggestions for its products. The company has set up portals to accept feedback from customers in online forums, social media and Xiaomi mobile phone systems (Miui, 2018b). In this way, the company can get the needs of customers as soon as possible, and add these needs to the next generation of products. Also, the company will provide feedback on the status of the improvement, letting the customer know if their proposal has been adopted (Miui, 2018d). This approach allows customers to participate in product development, which increasing customer enthusiasm. It also improves customer loyalty and willingness to promote Xiaomi`s product (Hua and Han, 2018). Whilst, Xiaomi's software updates can be as impressive as once a week (Marketline, 2014). This means that Xiaomi's products can be improved in line with customer needs, thus providing better customer value.

Similar to Xiaomi, Apple, one of the world's best-selling mobile phone brands, has also cultivated a large group of enthusiastic fans (Marketline, 2014). They can queue up for hours, just to show off the new Apple experience on social media for the first time (Neil, 2015). Obviously, Apple's fans are one of Apple's most loyal customers and it is the guarantee for the sales of its products. Moreover, their activities on social media played a crucial role in spreading the brand and promoting its products. However, unlike Xiaomi, Apple does not pay attention to customer feedback on product demands and lack of engagement with its customers. Their attitude toward feedback is that they do not need it (Marketline, 2014). This means that Apple gives up an important approach to obtain customer demands.
[bookmark: _Toc524550498]5.2.2. Marketing strategies in the product releasing stage
Social media marketing is one of Xiaomi's main marketing strategies at this stage. With it, the company can achieve the goals such as stimulating sales, increasing brand awareness, improving brand image, reducing marketing costs, and creating user interaction platforms (Ashley and Tuten, 2014; Bianchi and Andrews, 2015). Xiaomi operates official accounts on both two major Chinese social media - weibo and WeChat - to update information frequently (Mi, 2018b). An important part of this information is about the company's latest products, which allows customers to get to know them in a short time (Weibo, 2018). Also, customers are allowed to forward and comment on the information. This is one of the important ways to spread new products, and stimulates customers' purchases. In addition, it has been reported that Xiaomi's social media operation team in early stage was only 37 people, which greatly reduced the cost of marketing.
[bookmark: _Toc524550499]5.2.3. Marketing strategies in the product promotion stage 
Similar to the product releasing stage, social media marketing also plays an important role in the product promotion stage. Xiaomi is good at creating hot topics through social media, such as public service participations and interaction with celebrities (Weibo, 2018). Customers will associate the brand with public service activities or celebrities. This not only enhances the brand awareness, but also improve the brand image. 

In addition to social media marketing, sales-through-scarcity and selling exclusively online strategies are also contribute to Xiaomi`s success (Marketline, 2014). Unlike traditional marketing, sales of Xiaomi mobile phones are almost entirely done through e-commerce. The advantage is that there is no operating costs of the physical stores, which allows Xiaomi to further reduce the price of its products. This makes its products more competitive. On the other hand, unlike traditional ways of maintaining a continuous supply of products, the company adopts a sales-through-scarcity sales strategy (Marketline, 2014). It's a strategy to boost sales by creating scarce value (Koch and Benlian, 2015). By controlling the number of products sold in each batch, the company makes supply less than demand, creating a scarcity value (Lin, 2018). Moreover, the company has made it more difficult for consumers to purchase its mobile phones by setting up subscription purchase qualifications (Miui, 2018). This makes the customers who successfully buy the Xiaomi mobile phone have a superior sense, thus enhancing the brand value of the products. Consumers' purchasing desire is greatly stimulated, so that each batch of mobile phones sold out in a very short time (Marketline, 2014). 

Apple also provides scarcity value to its customers. While, different to Xiaomi, Apple does not create the scarcity value by limiting the supply of products. What apple controls is information about new products. Before the press conference, the company will limit the disclosure of information about new products. This sense of mystery for new products arouses the urgent desire of consumers, which will eventually increase sales (Zhang, Chen and Huang, 2014). This scarcity value is based on continuous innovation and customer recognition of its brand. Whilst, due to the lack of innovation and brand value, Xiaomi can only create scarce value by limiting the supply of products
[bookmark: _Toc524550500]5.3. Recommendations 
[bookmark: _Toc524550501]5.3.1. Maintain fans effect
One of the things that stands out about Xiaomi over Apple and other phone brands is its ability to leverage its fan base. It should be beneficial if the company could maintain and expand this advantage. On the one hand, the company can expand the number of fans through some measures, such as enhancing related publicity and increasing communication channels. More fans mean more benefits. On the other hand, Xiaomi may needs some measures to increase the enthusiasm of existing fans. For example, the company could reward customers who offer valuable feedback about its products. In this way, fans will be more willing to provide suggestions to participate in product improvement. Thus, the advantages of Xiaomi can be maintained and expanded.
[bookmark: _Toc524550502]5.3.2. Enhance the brand value
At present, the mobile phone market in China is highly competitive and the mobile phone of each brand is seriously homogenous (Sohu, 2017). Not only emerging brands, but also brands including Huawei and Vivo have also launched low-cost and high-performance mobile phones (Deng, 2014). This means that the most important customer value that Xiaomi offers - high cost performance – may be no longer as competitive as before. Therefore, enhancing the brand value is important to make Xiaomi mobile phones stand out from its competitors. Through the following ways, Xiaomi could quickly enhance its brand value. On the one hand, the company should improve the quality of its products and reduce the failure rate to change the poor quality of Xiaomi's image before. On the other hand, the company could focus more on the corporate culture to establish a unique brand image, thus causing more customers to pay attention to Xiaomi.
[bookmark: _Toc524550503]5.3.3. Be moderate in sales-through-scarcity
[bookmark: OLE_LINK7][bookmark: OLE_LINK8]Although the strategy of sales-through-scarcity has contribute to Xiaomi`s success, its overuse can have a negative impact. Lin (2018) indicates that this strategy of Xiaomi is challenging customers' expectations and patience, which may damage customer loyalty. Therefore, the company should have a good control in the degree of scarcity when applying this strategy. So that the consumers will not lose expectations and confidence in Xiaomi`s products due to excessive scarcity.
[bookmark: _Toc524550504]5.3.4. Improve the ability of innovation
According to previous analysis, the lack of innovation is a key to reducing Xiaomi's competitiveness and customer values. Therefore, it is crucial for the company to improve the ability of innovation. On the one hand, Xiaomi can have deep cooperation with the powerful enterprises in the industry. In this way, the advantages different organisations can be absorbed to ensure the success of innovation. Then, the company should choose the most valuable innovations. Due to limitation of resource and financial, the company can only choose to develop the technologies which could create maximum customer value. Thus, the competitiveness of the product is enhanced and more customers is obtained.
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Appendix 1 – Online questionnaire
1. What's your age? 
A. 18-25
B. 25-35
C. 35+
2. What are the factors you consider when purchasing a mobile phone? (Multiple selection)
A. Price
B. Brand 
C. Appearance 
D. Service
E. Hardware configuration
F. Software configuration
G. Suggestions (from other people or institutions)
3. What brand of mobile phone have you used? (Multiple selection)
A. Apple
B. Huawei
C. Samsung
D. Xiaomi
E. Oppo/vivo
4. What brand of mobile phone are you using?
A. Apple
B. Huawei
C. Samsung
D. Xiaomi
E. Oppo/vivo
5. Have you heard of Xiaomi? (if No, please skip question 5,6,7,8,9,10)
A. Yes
B. No
6. In what channels have you heard about Xiaomi? (Multiple selection)
A. Social media
B. TV ads
C. Outdoor ads
D. Friends 
E. Conference
F. Online forum
7. Do you know the latest products of Xiaomi (Xiaomi 8)? (If No, please skip question 7)
A. Yes
B. No
8. How did you get to know this product?
A. Social media
B. TV ads
C. Outdoor ads
D. Friends 
E. Conference
F. Online forum
9. What is your overall experience with Xiaomi mobile phone?
A. Very well
B. Good 
C. General
D. Not so good
E. Bad 
F. Hard to say
10. What do you think Xiaomi has done well? (Multiple selection)
A. Cost-effective
B. Product quality
C. Product design
D. After-sales service
E. Pre-sale service
F. Brand image
G. Operating system
H. Customer communication 
11. What do you think Xiaomi needs to improve? (Multiple selection)
A. Product quality
B. Design
C. After-sales service
D. Pre-sale service
E. Brand image
F. Lower price
G. Operating system 
H. Customer communication
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