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1.1

In order to understand the strategic positioning and the operational structure of a
multinational consumer electronics company like Xiaomi, it is important to first of all carry
out an in-depth analysis of its macro-environmental variables. Such external forces are beyond
the direct control of the company and they greatly influence its opportunities and threats in
different international markets. PEST analysis therefore offers a conceptual framework
through which the complex world that Xiaomi is operating in can be seen, and the effect of
the different governmental policies, economic situation, sociocultural trends, and
technological infrastructures on its business strategies and market performance can be
observed. It is the analysis especially essential in a company that has grown quickly out of its
home country in China to many foreign markets, such as the unique context of Russia, Brazil,
and the Netherlands, each with a unique set of challenges and opportunities that demand
strategic adjustment (Yan et al. 2020, 3). Hence, through breaking down these four dimensions,
one can plot the forces and forces of the outside world that have steered the Xiaomi path and
are still shaping its strategic must-have to sustain growth and competitiveness in the global

arena.

The political landscapes in the major markets of Xiaomi are highly diverse, which directly
affects its market entry tactics, business behavior, and sustainability. The company has enjoyed
a high level of government involvement and policy encouragement in its domestic market of
China, which most of the time takes the form of incentives and a controlled yet predictable
business climate that encourages the development of local technology companies (Yan et al.
2020, 7). This favorable domestic environment offers a strong base to its internationalization.
Conversely, doing business in foreign markets involves working within a range of political
realities, with one end being the liberal, investment-friendly environment of the Netherlands,

where foreign companies receive a stable and unbiased legal system, and the other end being
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more bureaucratic environments of Brazil and Russia (Yan et al. 2020, 5). As an example, Brazil
is characterized by complex legislation and bureaucracy, which may pose obstacles to market
accessibility and importing products, and requires an acute sense of compliance and logistics.
Likewise, although Russia has been trying to liberalize its business climate, it continues to have
high level of government intervention in major sectors, such as the telecommunications sector,
which creates regulatory obstacles as well as the necessity of strategic local alliances. This
difference highlights the need to have Xiaomi create market-specific political risk management

strategies that are flexible and not necessarily a global approach.

Going deeper into the political aspect, the intervention of particular state-level and the global
relations introduce concrete difficulties to the functioning of Xiaomi and influence the
strategies of its operations and market entry directly. The existence of a high level of state
activity in the phone market is a characteristic feature of both China and Russia, which can
either provide an advantage to the local participants or place high regulatory requirements on
everyone operating in the market (Yan et al. 2020, 6). One of the most notable examples of
such regulatory problem is the recent Russian legislation that obligated the pre-installation of
Russian-developed software on all smartphones sold in the country. Although it has not been
enacted yet, this law is an indication of a digital protectionist trend that compels foreign
companies such as Xiaomi to modify the software of their products to suit particular markets,
which makes their operations more complex and expensive. Moreover, geopolitical tensions,
e.g., the political antagonism between China and the United States or Brazil, may have a ripple
effect on the international business of Xiaomi, which may be characterized by trade
restrictions, tariffs, or the emergence of an unfavorable perception of the company in the
targeted markets (Yan et al. 2020, 7). Such political dynamics require Xiaomi to not only have
a strong compliance system but also actively work on the government relations and keep track
of the geopolitical situation in order to preempt and work around risks that might disrupt its

supply chain, sales, and brand image in its most important overseas markets.
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Economically, the global strategy of Xiaomi is greatly affected by the economic development
levels of different countries that it focuses on and how this affects the consumer purchasing
power, market potential and the feasibility of its pricing strategy. The activities of the company
cover a broad economic range, such as an advanced country with high incomes, such as the
Netherlands, where the nominal GDP per capita is about $52,000, to the emerging BRIC
economies of Russia, China, and Brazil, where the nominal GDP per capita is about $11,000,
$10,000, and $8,700, respectively (Yan et al. 2020, 4). This economic divergence is the key to
the success of the Xiaomi strategic approach because its fundamental business model, based on
the cost-leadership approach that offers high-performance devices at affordable prices, is
highly appropriate to the price-sensitive consumer markets of the emerging markets. In such
markets, a significant portion of the population is making the first switch to smartphones or
an upgrade to more affordable gadgets, so the value proposition offered by Xiaomi is very
appealing. Conversely, in a developed economy such as the Netherlands, it will be necessary
to adopt a different strategy, where consumers are more likely to have higher disposable
income but also are already loyal to high quality and innovation brands meaning that Xiaomi
will have to communicate effectively about its quality and innovativeness to be able to justify

its place in the market next to the established competitors.

Although the BRIC countries offer a huge potential, as they have massive and price-sensitive
consumer markets, their economic conditions can be described as rather volatile as well,
making them a major threat to Xiaomi. Despite such positive economic development and
potential in the future, such countries as Brazil and Russia are vulnerable to economic
fluctuations and currency volatility that may directly affect foreign sales and profits (Yan et al.
2020, 7). As an example, the loss in profit margins caused by the depreciation of the Brazilian
Real or the Russian Ruble compared to the reporting currency of Xiaomi can make it difficult
to continue its low-profit-margin strategy in the long term. In addition, the global economic
shocks, like the pandemic-induced disruption of consumer power in general, impact all

markets by making the overall consumer consumption power smaller and necessitate
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governmental interventions in order to spur economic activity (Yan et al. 2020, 4). These
occasions have a twofold impact on Xiaomi, where people will spend less disposable income
and consequently will shift their preference towards less expensive and cheaper brands rather
than the more expensive brands; thus, an opportunity arises where Xiaomi can take the place
of the more expensive brands. This economic climate needs to be managed very carefully in
terms of financial management such as hedging against currency risks and realignment of

marketing messages to appeal to the shifting economic conditions of consumers.

The Xiaomi target markets have a rich social landscape, where its growth has been facilitated
by the positive demographic trends coupled with dynamic consumer habits well within the
scope of strategic focus of this company. The sheer size of the population in such nations as
China (1.42 billion), Brazil (212.4 million), and Russia (143.9 million) is a massive cumulative
market with a high purchasing power of consumer electronics (Yan et al. 2020, 4). In these
densely populated countries, one of the major social trends that are driving the growth of the
markets is the expansion of smartphones users in both the generational lines; children are
increasingly using smartphones at a younger age, and older generations are increasingly
switching to using smartphones instead of feature phones, which keeps growing the market
size at world level. This population growth is supported by different but promising smartphone
penetration levels. Indicatively, although the Netherlands is a mature market, with 79.3%
penetration, such countries as Russia (66.3%), China (59.9%), and especially Brazil (45.6) still
have a large segment of the population that has not yet embraced the usage of smartphones,
and Xiaomi has an exclusive opportunity to capture this market with its affordable and
accessible devices (Yan et al. 2020, 4). This population profile confirms the emphasis on the

emerging economies by Xiaomi as major sources of its globalization policy.

In addition to the pure demographics, the changing social lifestyles and cultural trends,
especially among the younger generations, have provided Xiaomi with a favorable climate in

terms of the community-based marketing concept. The company has managed to develop an
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active and loyal fan base, so-called Mi Fans, which is also a strong brand community and the
cornerstone of its promotion strategy (Yan et al. 2020, 7). This strategy will take advantage of
the societal shift toward the social connectedness provided by the internet, the need for
interactivity and community connection, and turn customers into active brand supporters that
help in creating word-of-mouth marketing. Moreover, the segment of the educated youth,
who are tech-savvy, research extensively before purchasing a product, and actively search the
market to find the product that provides a good price-to-quality balance is also increasing (Yan
et al. 2020, 7). This psychographic profile fits perfectly well with Xiaomi brand name because
these consumers are not so much affected by the traditional brand prestige but rather by their
proven performance and value. Having established itself as a fashionable, innovative, and
affordable brand that allows creating a direct connection with its users, Xiaomi also exploits
the social values of authenticity and community, which more traditional, top-down corporate

brands fail to achieve.

Perhaps the most significant external factor that can facilitate the disruptive business model of
Xiaomi is the technological environment, since its use of digital avenues to sell and promote
its products depends on the strength of technological infrastructure in its markets. The internet
has evolved at a rapid pace and has essentially changed the landscape of the mobile phone
industry and the growing availability of the high speed internet is also a major factor that has
led to the adoption of smart phones. The internet penetration rates in such markets as the
Netherlands (93.2%), and Russia (76%) prove this fact, offering an already prepared online-
first situation in which Xiaomi will apply its strategy (Yan et al. 2020, 5). In Brazil and China,
where the penetration rates are 71.9% and 63.3% respectively, the number of users of the
internet is substantial, not to mention that it is colossal, which makes e-commerce and digital
marketing scaleable. In addition, the current international investment in the next-generation
telecommunications especially the implementation of 5G technology where China stands as a
major investor is a great opportunity. This is a natural product upgrade cycle brought about by

this technological shift and the fact that Xiaomi is in a position to provide affordable 5G-
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enabled devices means that it can draw in consumers who are interested in taking the new

standard without having to pay high prices as charged by many of its competitors.

Although Xiaomi has been using the technological innovations to its advantage, the strategy
also involves a high level of technological dependencies that amount to a potential weakness.
The company smartphones mostly operate on the Android operating system, implying that it
is dependent on a third party, Google, to provide its fundamental software platform (Yan et al.
2020, 7). Although Xiaomi has designed a custom user interface, MIUI, the fact that it relies
on Android as a systemic risk, where anything to do with the licensing, functionality, or
availability of Android can have far reaching consequences on the entire product ecosystem of
Xiaomi. This dependence underscores a strategic necessity of either continuing to make its
software more independent, as it has been rumored through its own operating system projects,
or to continue a close strategic relationship with Google. Moreover, the growing popularity of
online shopping and the popularity of social media have also played a key role in the success
of Xiaomi since the latter was able to circumvent the expenses of physical retail and to interact
with customers directly (Yan et al. 2020, 5). This, however, implies that the company should
be on top of the digital marketing and e-commerce trends, it should keep changing its strategies
to suit new platforms and changing consumer online trends to ensure that it stays on top of

the competition in a rapid digital world.

1.2.

After the macro-environmental analysis, the second important stage in dissecting the market
strategy at Xiaomi is the analysis of its strategy in terms of Segmentation, Targeting, and
Positioning (STP). This conceptual framework of marketing describes the process of taking a
company out of a wide and heterogeneous market and narrowing down to a specific and
successful approach by defining specific consumer segments and choosing the ones that are

most lucrative to target and creating a specific brand image that will appeal to them. In the
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case of Xiaomi, a company that has reached the global scale in a remarkably short period of
time, its skillful implementation of the STP model has been the main pillar of its successful
performance allowing it to enter the variety of markets and create a loyal audience of
consumers in the face of strong competitors among the giants of the industry. A general vision
of the company: innovation for everyone is a guiding principle of its global business strategy,
the cornerstones of which are the cost advantage, technological innovation, and development
of consumer loyalty (Yan et al. 2020, 8). This portion will thus break down every aspect of the
Xiaomi STP model, how it has divided the smartphone market worldwide and the type of
consumer it is aiming at, finally establishing itself as a distinctive and interesting alternative

in the mind of its customers.

Segmentation

The first step of Xiaomi strategic market practice is a complex segmentation strategy, according
to which the large global market is broken down into smaller, more convenient parts of
consumers with similar features and requirements. Instead of being dependent on one variable,
there is a significant amount of evidence that Xiaomi uses a combination of geographic,
demographic, psychographic, behavioral and benefits-sought segmentation variable to form a
complex vision of what kind of customers it can target (Yan et al. 2020, 9). This integrative
strategy will enable the company to go beyond the elementary market segments and the
creation of sophisticated profiles to guide all product innovations to marketing messages. As
an example, market surveys findings indicate that in its varied markets, the key buying
behavior of smartphones is performance, quality, brand, price, and design (Yan et al. 2020, 9).
Through the identification of the preeminence of these qualities, Xiaomi will be able to use a
preference-based approach to segmentation, which will inherently determine a core consumer
segment, highly price-sensitive yet, at the same time, not willing to compromise on the

performance and quality.
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Geographic segmentation is an evident and a conscious part of Xiaomi expansion strategy since
its beginning. It started its operation in the local market in China, which was a strategic move
that enabled the company to scale, perfect its business model, and create a good brand name
in a familiar market. It is on the basis of this stable position that Xiaomi pursued a specific
pattern of global expansion: initially focusing on low- and middle-income nations, the
company proceeded to more developed ones (Yan et al. 2020, 9). This gradual geographic
expansion was a strategic step, as it would put its core competitive advantage, which is an
unparalleled price-quality ratio, to the greatest effect in the markets where it would have the
largest effect. The huge population in emerging economies like those in the BRIC block has
lower disposable incomes and is thus very responsive to a brand that provides superior
technology at a price that is not as high as those of other competitors like Apple and Samsung.
Once Xiaomi gained a good presence and brand awareness in these markets, it would then

have entered more mature and higher-income markets such as the Netherlands.

Together with its geographic approach, Xiaomi implements a sharp demographic
segmentation, that is, younger generations with low financial means. The marketing strategy
of the company that places an excessive focus on social media platforms and the events
dedicated to the community manifestly suggests that the company is also targeting a particular
category of younger demographics that is digitally native and highly active on the internet
(Yan et al. 2020, 9). This target has been more than successful, with Xiaomi having managed
to take a good portion of the youth market, especially among the students and young
professionals. This segment is usually defined by high level of technological awareness and
willingness to consume the latest features, but they have a very limited budget, which
perfectly fits the Xiaomi value proposition. To such consumers the purchase decision about a
smartphone is frequently a tradeoff between desire and cost. They are less affected by the mere
glamour of an expensive brand and are more likely to be questions of specifications and
performance against price. In turn, the fact that Xiaomi is able to provide devices with flagship-

like features at a fraction of the cost of its core competitors directly tackles the core pain point
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of this target audience, resulting in it being a default purchase by the young consumer

demographic in the global market.

The focus of Xiaomi community-building and brand identity is psychographic segmentation,
where the consumers are divided according to their lifestyles, values, and personality traits.
The corporate motto of the business, born for fever, is a calculated request towards a certain
psychographic segment of the population: the tech-happy, adventure-seeking, and
lighthearted internet user (Yan et al. 2020, 9). The segment is characterized by an interest in
technology, the constant urge to have the newest technologies, and the involvement in the
virtual community. They are hobbyists, tinkerers, and opinion leaders that like to experiment
with the possibilities of their devices and share their experiences with others. This segment
has been successfully nurtured by Xiaomi, through the establishment of a powerful Mi Fans
culture which brings with it the feeling of belonging and shared identity, which go beyond a
transactional relationship between the customer and the brand. With the help of online
forums, fan festivals, and personal communication with company engineers, Xiaomi gives such
fans power and they become familiar that they are a valued partner in the product
development process. This strategy makes the brand not a disembodied corporation but a
community-building movement, which creates some degree of loyalty and promotion that
even the traditional advertising cannot reach. Through the lifestyle and values of these tech-
loving fans, Xiaomi has gained a strong and influential central audience that acts as a strong

ambassador of the brand.

The further refinement of Xiaomi market understanding is achieved through behavioral
segmentation, which aims at knowledge, attitudes, use, and responses of consumers to a
product, enabling them to implement their strategic plans exactly. In particular, the business
model of Xiaomi is sensitive to a group of consumers that presents certain buyer behavior, with
the most notable being the dependence on online platforms as a source of product research,

comparison, and purchase (Yan et al. 2020, 9). This is a digital consumer experience that is an
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attribute of the current tech market, and Xiaomi has based its entire go-to-market strategy on
it. The company also uses digital marketing, social media and e-commerce platforms to target
these consumers directly and at a low cost instead of spending a lot of money on traditional
brick and mortar retail outlets and mass media advertisements. This behavior group is defined
by its active orientation towards information search; they read detailed reviews in the
technical blogs, watch detailed video comparisons on YouTube and engage into online forums
to talk about product specifications and user experiences. The high level of online presence,
open communication, and peer-to-peer discussions make Xiaomi the best possible fit of

marketing and distribution and the natural behavior of its target audience.

Lastly, customer division by benefits desired will enable Xiaomi to respond to the fundamental
motivating factors that consumers use to choose the smartphone market. This type of
segmentation is based on the assumption that the consumers buy goods because they offer
certain advantages to them. The main advantage desired by the target audience of Xiaomi is a
high value-price ratio, which is the essence of the company’s charm (Yan et al. 2020, 9). These
consumers are interested in purchasing state-of-the-art and fashionable functions- like
powerful processors, high-resolution cameras, and huge batteries- without spending a lot of
money like they would spend on premium brands. On top of this core advantage, however,
Xiaomi also serves as a product that appeals to consumers who need a sense of community and
the value of a unified product ecosystem. The advantage of the community of the Mi Fans gives
social and emotional meaning to the users, as they feel that they are a part of a select and
informed community. Moreover, the advantage of a smart home and lifestyle products
ecosystem is a driver of brand loyalty and repeat purchase, as people want to enjoy the ease
and smooth interoperability of the devices that have been designed to interoperate with one

another.
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Targeting

Upon dividing the market into specific segments, Xiaomi uses a differentiated targeting
approach to meet the demands of various segments at the same time, which is one of the
reasons why the company is capable of competing within different price ranges. The dual-
brand strategy is the most evident example of the method employed by the company since
2013 (Yan et al. 2020, 9). Within this framework, Xiaomi has two main smartphone lines that
have different market segments. The flagship brand series of the "Mi" is intended to be
characterized with the innovative advanced technologies and occupies the premium market
segment, which is attractive to tech lovers and consumers who want the latest technology and
can afford the higher, but still relatively low, price. These products are placed to compete with
the flagship products of the global leaders in terms of performance and features. Conversely,
Redmi brand series has been designed to seek the extreme price-performance ratio, which
makes the innovative technologies affordable to the mass market. Redmi is aimed at the more
price-conscious groups such as students and consumers in the emerging markets where value
and affordability are the most important factors. Such a duo-brand strategy will help Xiaomi
to stay clear of the strategic trade-off of becoming all to all with one product line, and, instead,
will help the company keep a clearer focus on the unique needs and purchasing powers of both

the premium and mass-market segments.

Positioning

Positioning that is the last aspect of the STP framework is the ability to create a unique and
desirable space in the mind of the target consumers towards the brand. The positioning
strategy adopted by Xiaomi is multidimensional where both the rational and emotional

attraction are made to develop a strong and effective brand image. In its essence, the company
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positions itself as a youthful, popular, and reachable brand that is actively active in the social
media and online communities (Yan et al. 2020, 10). It is a vision of becoming a friend to its
users, and being the coolest company in their hearts that has contributed to the development
of this identity, creating an emotional bond and meaning of purpose. This emotional appeal is
supported by the definite and strong rational positioning. Xiaomi has perfected what is referred
to as feature positioning by providing high-performance smartphones at incredibly low prices,
which directly targets the logical need to have the most value. To its most ardent followers,
the company takes it further to benefit positioning, in which the brand signifies an entry into
a smart living ecosystem that glorifies a specific lifestyle and set of values (Yan et al. 2020, 10).
This two-fold emphasis on the material returns of the product and the immaterial returns of
the brand enable Xiaomi to create relevance and resonance with its user base to the extent that

it encourages some degree of loyalty that is challenging to duplicate by competitor.

Nevertheless, the desired positioning of Xiaomi is globally homogenous; the perception of the
brand, however, differs greatly across multiple markets, which points to the difficulties of
applying a single approach to a single global identity. These sharp regional differences are
reflected in perceptual mapping data, which illustrates the perception of the consumer about
a brand in comparison with the competitors (Yan et al. 2020, 10). Within its home country of
China where the brand was first introduced and has more than 10 years to develop, Xiaomi
can be seen as a recognizable brand with strong user bases and a positive customer experience,
which means that its promotion and community-building practices have been successfully
accomplished. The situation is completely different in a more recent market, such as the
Netherlands, where it entered in 2018, as the brand is mostly unfamiliar, has a small online
community, and is viewed as lacking in customer experience. The perceptions of other markets
are between these two extremes; indeed, Russian customers feel positive towards Xiaomi in
terms of product features such as performance and design, but Brazilian customers negatively
evaluate it in the same dimensions. This very decentralized positioning on the perception map

indicates that the local market factors, the duration of operation, and the efficiency of the local
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marketing performance can be of critical importance in the formation of the consumer
perceptions. In turn, this mismatch between a universal global positioning strategy and local
perceptions is one of the major strategic challenges that Xiaomi faces, which implies that more
localized marketing and brand-building efforts will have to be implemented in its foreign

markets.

1.3.

The strategic plan identified with the aid of the PEST and STP analyses is finally implemented
with the help of the tactical levers of the marketing mix, which is usually referred to as the
4Ps: Product, Price, Place, and Promotion. This combination is the material combination of
steps and instruments used by a company to realize its value proposition into the target market.
In the case of Xiaomi, the 4Ps are not a checklist of marketing efforts but the highly integrated
and synergistic platform that supports the main strategy of cost leadership and participation in
the community. Although the core principles of its marketing mix are used with impressive
consistency in all parts of the world, Xiaomi is strategically flexible as it provides significant
local adjustments depending on the degree of brand awareness, target perception, and market-
related specificities (Yan et al. 2020, 13). A close look into all these four elements is therefore
necessary to comprehend how Xiaomi can turn its overall strategic vision into tangible,
market-facing practices that have seen it rise to prominence in the smartphone industry across

the globe.

Product

The Xiaomi marketing mix is driven by a product strategy that has been carefully designed to

offer an outstanding pricequality ratio, which is one of the fundamental principles of the entire
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brand promise. The smartphones of Xiaomi are constantly noted in the consumer markets as
having features that are usually mentioned to be in the premium category such as high-quality
cameras, long battery life, fast processors, and a sleek, modern design (Yan et al. 2020, 15). The
emphasis on concrete performance measures enables the brand to establish a reputation of
quality and value, which can subsequently back its promotion campaign by creating a positive
word of mouth. Xiaomi applies a differentiated product portfolio to support the unique
requirements of the segments it aims at, using its dual-brand structure. Mi series is placed as
the higher-end product of the company, the one that caters to the more refined consumer
segment with high-tech equipment and the best features available, whereas the Redmi series
is focused on the mass segment, the less sophisticated and the more price-sensitive one (Yan
et al. 2020, 15). This product differentiation is the direct tactical implementation of the
targeting strategy mentioned above, which will enable Xiaomi to compete in several market

segments effectively without undermining the positioning of both brands.

In addition to the physical hardware, the product approach of Xiaomi is considerably boosted
by its own software and its wide range of the networked devices. Most Xiaomi smartphones
are based on MIUI, the modified Android user interface of the company, which is one of its
differentiation points. It has a variety of features aimed at enhancing battery life and a wide
range of customization, which is why users can make their device experience more
personalized (Yan et al. 2020, 15). Nonetheless, this software tactic has its own downsides;
MIUI also includes ads in its own applications by default, which can have a counter-
promotional effect when it comes to creating a bad customer experience of those who are not
tech-savvy and simply do not know how to turn them off. To supplement its software, Xiaomi
also has a large range of ecosystem products that include a huge number of smart home and
lifestyle products. The products available to promote its smartphones, including the popular
Mi Smart fitness band, include the compatibility of devices and, in its turn, the strong lock-in
effect that promotes brand loyalty and repurchase (Yan et al. 2020, 7, 15). This end-to-end

thinking will convert the product into a smartphone into a smart living experience entry point.
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Price

The pricing policy of Xiaomi is probably the most notorious and disruptive strategic
component, which serves as the primary facilitator of its market penetration and fast expansion
across the globe. It uses a penetration pricing strategy, which has consistently offered its
phones at prices that are almost equal to the bill-of-material cost, a strategy that intentionally
sacrifices the high margins per-unit to gain a large and increasing market share (Yan et al.
2020, 16). This strategy has worked well in the price-sensitive growing markets of Russia and
Brazil, and with the price-conscious people of the Netherlands because it directly targets the
main buying factor of affordability. This concept enabled Xiaomi to easily compete with the
market leaders by providing it with an attractive value that consumers could not overlook. To
maintain this low-cost model, the Xiaomi business is structured in a manner that the core of
its profits is not the initial sale of hardware and that the core of its profits is its various
peripheral services and its extensive range of Internet of Things (IoT) smart devices where
profit margins can be higher (Yan et al. 2020, 16). This is the strategic separation of the profit
and the main smartphone product that allows keeping its aggressive pricing and guarantees its

long-term financial sustainability.

The company pricing strategy is not limited to a simple low-cost strategys; it is also an effective
communication tool that helps to establish trust and control the perception of consumers.
Xiaomi has been also actively marketing its honest pricing strategy, a promise that has been
supported by the public promise of the company to keep its net profit margin at no higher than
five percent on its hardware products (Aung 2019, 26). This message of openness and
consumer-focused is meant to establish a long-term relationship with its clientele making
Xiaomi a brand that values its customers more than it does profit. The pricing perception of

Xiaomi is not a consistent phenomenon in all markets, however, which is a subtlety that can
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be discovered through perceptual mapping data. Consumers in Russia and in the Netherlands
view the prices of Xiaomi as lower end, but consumers in China, where the company sells a
variety of high-end Mi-series models, are more inclined to regard its prices as belonging to the
premium tier compared to other local brands (Yan et al. 2020, 11). Such difference emphasizes
the fact that price perception is relative and largely relies on the local competition
environment and the type of product mix being offered in that market. This will require a
dynamic system in which the universal philosophy of honest pricing is upheld, although
certain prices will be modified to ensure that they are competitive and profitable in a particular

local market situation.

Place (Distribution)

The distribution strategy or place at Xiaomi was originally based on a groundbreaking direct-
to-consumer online mechanism, which played a role in the reduction of expenses and
facilitating its low-cost pricing approach. Being an online brand of smartphones, Xiaomi could
avoid the significant expenses of using the conventional distribution network, including
middlemen, physical retail network, and large sales teams (Aung 2019, 29). The company
distributes its products widely via the corporate channel and online marketplaces globally such
as Amazon and Aliexpress, and via the local distributors who also sell online (Yan et al. 2020,
15). This online-first strategy is the best one to facilitate its digital marketing and selling
promotion efforts and provide a smooth and cost-effective channel to its target consumers,
who are behaviorally disposed to research and buy products online. This model of lean
distribution became a major facilitator of its initial success since it could afford to charge lower
prices than other competitors who were encumbered with the heavy overheads of large offline
retail networks. This online-only approach, at least in the initial years of its operation in the
Indian market, was viewed as a risky one, with 94 percent of the market shopping offline, but

the choice was an undeniable success (Aung 2019, 29).
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Since the brand has grown up, its distribution strategy has changed to a complex combination
of online and offline channels, which changes depending on the level of brand penetration in
the particular market. As it keeps expanding its online presence, Xiaomi has learnt the value
of offline presence to reach into the untapped market of mobile internet laggards and to offer
a physical brand experience to all consumers (Yan et al. 2020, 20). It has resulted in the
strategic deployment of the physical Mi Stores that are both retail stores and experience centers
where the customers can engage with the whole ecosystem of Xiaomi products. This offline
growth will be market dependent: in its home market of China, Xiaomi has over 1,066 Mi
Homes, but in its overseas expansion markets, it has fewer, 30 stores in Russia and just two in
Brazil (Yan et al. 2020, 15). The first Mi store was to be opened in 2020 in the emerging markets
such as the Netherlands. This staged growth of its physical retail presence will enable Xiaomi
to enhance brand awareness and enhance the customer buying experience and manage the
operating expenses that are involved in this move and ensure that its offline strategy does not

compromise its main cost-leadership model.

Promotion

The promotional strategy of Xiaomi is a drastic break of consumer electronics industry
traditions, and the company engages in very little traditional advertising, but instead uses a
powerful mix of digital marketing, community of users, and word-of-mouth to market the
products (Yan et al. 2020, 13). This online-focused strategy is efficiently exploited to send
specific messages to its audience at a quarter the price of the traditional campaigns. The
enterprise is actively represented on the most notable social media, operating Weibo accounts
in China and communicating with customers worldwide via Instagram and Facebook as the
main direct communication platforms (Yan et al. 2020, 13). The key to this strategy is the
development of its Mi Fan community of its global network of loyal fans who serve as brand

ambassadors. Xiaomi directly interacts with this community by holding promotional events,
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fan fairs, and exclusive events, which give a feeling of belonging, which is converted into an
effective and genuine word of mouth promotion. Not only does this non-traditional approach
allow acquiring customers very quickly and flexibly, but also the advertising costs are saved,

which can subsequently be transferred to consumers and form a virtuous cycle that solidifies

the whole business model (Zhang 2024, 168).

To supplement the community-based strategy, Xiaomi utilizes numerous tools of promotion,
but sales promotion and PR are especially prominent. The company has an established
reputation of using massive sales promotion, with the most famous being their so-called flash
sales, which generate a sense of urgency and enthusiasm regarding new product releases (Yan
et al. 2020, 14). Trade-in programs, corporate giveaways are other strategies that are
implemented in all the target countries including in the emerging markets like the Netherlands
where a 10-year anniversary giveaway was introduced to attract new fans. Regarding PR,
Xiaomi is also involved in social welfare in Asia, with its Public Welfare Foundation and
organizes online events, including the "Ecosystem Product Launch," to address the worldwide
audience (Yan et al. 2020, 14). Further, the company will gain maximum publicity indirectly
through third parties, including tech bloggers in Russia and its online distribution partners,
who will create positive press and reviews. Personal selling is applied in small scale, only in
the course of the interaction within Mi stores and in the cases of fan events, where the priority
is experience and education, not active sales. This well-selected combination of marketing
efforts enables Xiaomi to sustain a high degree of market presence and customer interest

without the need to use the expensive mass-media adverts.
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