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[bookmark: _Toc179417653]INTRODUCTION

Relevance.  In the context of the dynamic development of the global economy, intensifying competition and accelerating technological innovation, effective strategic management is becoming a critical factor in the success of companies in international markets. This issue is especially relevant for companies from developing countries, including China, which are striving to transform from local players to global leaders in their industries. One of the most striking examples of such a transformation is Xiaomi, which in a relatively short time has grown from a small startup to one of the leading manufacturers of smartphones and other electronic devices in the world. The study of the specifics of Xiaomi’s strategic management is of considerable scientific and practical interest, as it allows us to identify innovative management approaches that may be useful for other companies seeking global leadership.
Analysis of recent research and publications.
Despite its impressive success, Xiaomi faces a number of challenges on its path to sustainable global leadership. Among them are high competition in the smartphone market, the need to diversify business, manage a complex ecosystem of products and services, adaptation to the cultural and regulatory characteristics of different countries, challenges require continuous improvement of the company’s strategic management system, search for new methods and tools that will effectively realize its global ambitions. Thus, the research problem is to identify the key features, problems and directions for improving Xiaomi’s strategic management in the context of its global expansion and diversification.
Connection of the qualification project with scientific projects, plans, and topics. The qualification certificate was issued at the Department of Management and Innovation Odesa I.I. Mechnichov National University. The scientific research plan in the process of state budget topic is “Innovative and investment guidelines for modernization of the national economy in the conditions of globalization” (State registration office 0121U109469, 2021-2025) – Formation of the core competitiveness of high-tech enterprises. 
Goal and tasks.
The purpose of this study is to develop theoretical propositions and practical recommendations for improving Xiaomi's strategic management system to ensure its global competitiveness and sustainable development.
In order to achieve the goals of the qualification program, it is necessary to set and solve the following tasks:
– 	to explore the conceptual foundations of strategic management in the context of Chinese business;
– 	to analyze the specifics of strategic management of Chinese companies and the peculiarities of strategy formation in the Chinese technology sector.
– 	provide a technical and economic description of Xiaomi as a research object.
– 	analyze the industry environment and strategic position of xiaomi in the global market.
– 	to conduct an economic and managerial analysis of xiaomi’s operations.
– 	to assess the current approaches to strategic management at xiaomi.
– 	to develop an algorithm for building a strategic management program for xiaomi.
– 	to offer strategic solutions to support Xiaomi’s global expansion and diversification.
– 	to substantiate the directions of improvement of methodological support for strategic management activities of Xiaomi.
The object of the study is the strategic management processes in Xiaomi in the context of its global expansion and business diversification.
The subject of the study is the theoretical, methodological and practical aspects of the formation and implementation of Xiaomi’s management strategy to ensure its global competitiveness.
Research methods. The theoretical and methodological basis of the study is the fundamental provisions of the theory of strategic management, the concept of global management, the theory of industry markets and competition. The following general scientific and special methods were used in the research process:
· methods of analysis and synthesis, induction and deduction, abstraction and concretization – to reveal the conceptual foundations of strategic management and the specifics of its implementation in China;
· methods of economic and financial analysis to assess the efficiency of Xiaomi’s operations;
· Strategic analysis methods (PEST analysis, Porter’s 5 forces model, SWOT analysis) – to study Xiaomi’s operating environment and its competitive position;
· methods of expert evaluation, scenario modeling and road mapping to develop strategic alternatives for the company’s development;
· graphical and tabular methods for visualizing the research results.
The research was based on the works of domestic and foreign scholars on strategic management, official financial statements and presentation materials of Xiaomi, analytical reviews of leading consulting companies (McKinsey, BCG, PwC), statistics of international organizations (World Bank, IMF, WTO), materials of industry publications and business media.
The scientific novelty of the results obtained is the development of theoretical provisions and the development of practical recommendations for improving the strategic management of Xiaomi in the face of global challenges. The main elements of scientific novelty are as follows: o	developed a conceptual model of "adaptive strategic planning 2.0" based on the principles of a continuous planning cycle, rapid prototyping of strategic initiatives and their validation based on real market data, which allows for greater flexibility and adaptability of Xiaomi’s strategic management.
The practical significance of the results obtained is that the theoretical positions and practical recommendations set forth in this dissertation can be used:
•	Xiaomi – to improve the strategic management system, substantiate strategic decisions on global expansion and business diversification.
Results approval and publication. The materials of the qualification project were represented on the International scientific and practical conference "Research on financial institutions and development tools states, territories and business entities: theoretical, methodological and practical aspects" (October 24, 2024, Odesa). According to the results of the assessment, a presentation was prepared: “Theoretical foundations of strategic management in the context of Chinese business”.
Structure and scope of work. The work consists of admission, three chapters, conclusions, bibliography (list of used sources) (62 positions). The total amount of qualification project is 84 pages. The work includes 4 tables and 6 figures.
The first chapter examines the theoretical foundations of the formation and implementation of the management strategy in Chinese companies. In the second chapter, the management system of the XIAOMI corporation is analyzed and researched. Chapter 3 considers how to form an algorithm for building Xiaomi's strategic management program, strategic support for Xiaomi's global expansion and diversification efforts, and improvement of methodological support for Xiaomi's strategic management activities.
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THEORETICAL BASIS OF MANAGEMENT STRATEGY FORMATION AND IMPLEMENTATION IN CHINESE COMPANIES 

1.1. [bookmark: _Toc179417655]Conceptual foundations of strategic management in the context of Chinese business

Developing and implementing an effective management strategy is one of the key tasks for modern companies in a dynamic and competitive business environment. This issue is especially relevant for Chinese enterprises, which have been demonstrating rapid development and expansion into international markets in recent decades. Chinese companies have a number of unique characteristics in organizing and managing their international activities. The study of the specifics of strategic management of Chinese firms is of considerable scientific and practical interest.
This section will analyze the conceptual framework of strategic management in the context of Chinese business. The definition and essence of strategy, its key characteristics, and the process of its formation will be considered. The evolution of strategic thinking in China and the cultural and philosophical foundations of the Chinese approach to strategy will also be explored. 
The term "strategy" comes from the ancient Greek word "στρατηγία" ("strategy"), which literally means "the art of the commander". Historically, the concept of strategy originated in the military sphere, denoting a general plan for conducting a war or battle. Over time, the concept of strategy has spread to other areas of human activity, including the management of organizations.
In the modern sense, a strategy is an integrated and coordinated set of commitments and actions designed to use the company’s core competencies and gain competitive advantages [1]. In other words, the strategy determines the general direction of the company’s development, its goals and ways to achieve them, taking into account available resources and changes in the external environment.
The strategy has a number of characteristic features [2]:
· Integrity – the strategy covers the entire organization, coordinating the activities of all its units.
· Future–oriented – the strategy defines the company’s long–term goals and ways to achieve them. It is developed with a long–term perspective in mind, not just the current situation.
· Stability – Strategic decisions are usually not subject to frequent drastic changes. They provide a sustainable vector for the organization’s development.
· Feasibility – the strategy should be realistic and achievable, taking into account the company’s existing and potential resources, external constraints and opportunities.
· Hierarchy – strategy exists at different organizational levels. Corporate strategy determines the general direction of the company’s development, competitive strategy – ways to achieve competitive advantages, functional strategies – development of individual areas of activity (marketing, production, finance, personnel, etc.).
· The strategy development process usually involves several successive stages [2]:
· Strategic analysis is a study of the external and internal environment of an organization to determine its strengths, weaknesses, opportunities, and threats.
· Determining the mission and goals – formulating the fundamental purpose of the company’s existence (mission) and the specific results it seeks to achieve.
· Strategy development and selection – generating alternative strategy options and selecting the best option that best meets the company’s mission and goals based on the results of the strategic analysis.
· Strategy implementation – implementation of the chosen strategy through the development of plans, projects, budgets, procedures, etc.
· Evaluation and control of the strategy implementation – measuring the results achieved, comparing them with the planned ones, and taking corrective actions if necessary.
Thus, the formation and implementation of strategy is a complex process aimed at ensuring the long–term success of a company in a changing competitive environment. Understanding the conceptual foundations of strategy development is a prerequisite for studying the specifics of strategic management of Chinese companies.  Strategic thinking in China has a long history and deep cultural roots. Its origins can be traced back to ancient Chinese philosophical and military treatises, such as Sun Tzu’s The Art of War (5th century BC) and Thirty–six Stratagems (3rd – 5th centuries AD).
"The Art of War by Sun Tzu is considered one of the most influential works on strategy of all time. Although it is devoted to military strategy, his ideas have found wide application in business, politics, sports, etc. Sun Tzu sees strategy as the art of winning without fighting, emphasizing the importance of careful planning, flexibility, deceptive maneuvers, and using the enemy’s forces against him [3]. "Thirty–six Stratagems is a collection of sophisticated techniques and means of achieving victory in competition. The stratagems are based on the principles of cunning, flexibility, indirect actions, and exploitation of the opponent’s weaknesses. They are widely used in Chinese business practice [4].
Confucianism and Taoism also had a significant impact on the formation of Chinese strategic thinking. Confucianism emphasizes the importance of moral virtue, harmony, and hierarchy in society. In business, this is manifested in the desire to build long–term relationships based on trust and mutual obligations (guanxi) [5]. Taoism calls for simplicity, spontaneity, and following the natural course of events (wu wei). In business strategy, this is reflected in flexibility, adaptability, and the ability to use changing circumstances. Traditional Chinese strategic thinking is situation–oriented (形势, xing shi), i.e. maximizing the potential of the current circumstances. The main principle of a Chinese strategist is to rely on favorable developments in the situation rather than on their own efforts [6]. Strategy is not seen as a clear long–term plan, but as the art of responding to changes in a timely manner and using emerging opportunities.
In the twentieth century, Western concepts of strategic management were actively adopted. After the launch of the "reform and opening up" policy in 1978, Chinese companies adopted the experience of foreign corporations, adapting it to local conditions. The first strategic departments at enterprises and courses in strategic management at universities appeared [7].
The current stage of strategic management development in China is characterized by a combination of Western approaches and traditional Chinese business philosophy. Chinese companies use both classical tools of strategic analysis and planning and specific techniques based on Chinese culture and thinking. There is a growing focus on corporate social responsibility and sustainable development.
Thus, strategic thinking in China has been shaped by its rich cultural heritage and philosophical traditions. It is characterized by situational focus, flexibility, and indirect methods of competition. Today, Chinese companies successfully integrate traditional approaches with modern strategic management concepts, demonstrating their effectiveness in the global market. 	
The cultural and philosophical context plays an important role in shaping the specifics of strategic thinking and practice of Chinese companies. Understanding the underlying worldview and value orientations of Chinese businesses is essential for an adequate interpretation of their strategies. The Chinese business philosophy is based on the principles of Confucianism, Taoism, and Buddhism, which have shaped the Chinese worldview for thousands of years. Confucianism emphasizes the importance of moral virtues, harmony, hierarchy, education, and self–improvement. It advocates a pragmatic and moderate approach to life based on the golden mean (中庸, zhong yong) [8]. In business, this is manifested in a long–term orientation, caution, avoidance of extremes and conflicts, and building sustainable partnerships (guanxi).
Taoism calls for following the natural course of events (Tao), achieving one’s goals without unnecessary effort (wu–wei). It teaches simplicity, spontaneity, adaptability, and the ability to turn weaknesses into strengths [9]. In business strategies, this is reflected in flexibility, the ability to adapt to changing circumstances and use the strength of competitors against themselves. Buddhism introduced the ideas of compassion, renunciation of the ego, and awareness of the interconnectedness of all things. In the business context, these principles are manifested in social responsibility, focus on sustainable development, building ecosystems and value creation networks [10].
Chinese culture is collectivist and highly contextualized. Collectivism implies the priority of group interests over individual ones, the importance of social ties, harmony, and face (面子, Mianzi) [11]. In business strategies, this is manifested in a focus on cooperation, resource sharing, alliances, and ecosystems. High contextuality means that a significant part of information is transmitted non–verbally, through context and connotation [12]. Therefore, Chinese companies prefer personal communication, informal agreements, and trusting relationships. Chinese strategic thinking is based on a holistic and paradoxical perception of the world. Holism implies considering any object or phenomenon as an integral part of the whole, focusing on interconnections and dynamic changes [13]. This is reflected in the systemic approach of Chinese firms to strategy, taking into account the entire spectrum of stakeholders and environmental factors. Paradoxical means the perception of opposites as complementary rather than mutually exclusive [14]. Therefore, Chinese companies often resort to a combination of multidirectional strategies, such as standardization and adaptation, competition and cooperation (co–opetition).
Another important cultural value of the Chinese is "face" (面子, Mianzi), which means the reputation, prestige, and dignity of a person or organization. Losing face is a serious threat to social status and business relationships. Therefore, Chinese firms pay great attention to reputation management, brand building, charity and social responsibility [15].
Finally, Chinese companies are characterized by a global mentality and expansionist ambitions, which is related to both the traditional perception of China as the center of the world ("Celestial Empire") and the government’s "Going Outward" (走出去) strategy, which encourages foreign investment [16]. Chinese firms seek not only to enter foreign markets, but also to gain leadership positions in them, to form new industry standards and rules of the game.
Thus, the strategies of Chinese companies are the product of a unique combination of Western management concepts and China’s deep cultural and philosophical traditions. They are characterized by a long–term orientation, flexibility, systematicity, paradox, emphasis on guanxi and reputation, and global ambitions. Understanding this context is key to effective interaction with Chinese partners and competitors in the international arena.  
Thus, this analysis lays the conceptual foundation for further research on the peculiarities of strategic management of Chinese companies. Understanding the deep cultural and philosophical foundations of the Chinese approach to strategy is a prerequisite for an adequate interpretation of their management practices and business behavior in international markets.

[bookmark: _Toc179417656]1.2. Specifics of strategic management of Chinese companies

Government policy plays a crucial role in shaping the strategies of Chinese companies. Unlike most Western countries with liberal market economies, China demonstrates a much higher level of government intervention and regulation of business. The Chinese government views companies as tools for realizing national strategic interests and proactively shapes the conditions for their development. The key mechanism of state influence on corporate strategies is the system of five–year socio–economic development plans. They define priority industries and areas that receive preferential access to resources, such as financing, land, infrastructure, subsidies, tax benefits, etc. [17]. Companies that align their strategies with government plans enjoy the support of the authorities. Conversely, businesses in areas identified as outdated or harmful face restrictions and are pushed out of the market. Another lever of state influence is the dominance of state ownership in the economy. The Chinese government exercises direct control over state–owned enterprises (SOEs), which account for about 40% of GDP [18]. It appoints their management and determines strategic guidelines for their activities. SOEs are the leaders of the state policy in the field of industrialization, innovation, and foreign expansion. They receive preferential access to capital, technology, and markets, which strengthens their competitive position. Private business also experiences significant government influence. Most large private companies have embedded representatives of the Communist Party of China who monitor compliance with the party line [19]. Entrepreneurs are forced to build close ties with officials and demonstrate loyalty to the government in order to receive the necessary support. As a result, the line between the public and private sectors in China is quite blurred.
The Chinese government uses companies as tools to implement its global geopolitical and geoeconomic strategies. An example is the "One Belt, One Road" initiative, which involves large–scale investment in infrastructure projects in Eurasia to strengthen China’s economic and political influence [20]. Chinese companies involved in these projects receive strong financial and diplomatic support from the state.
The government’s "Going Outward" (走出去) policy encourages Chinese firms to enter foreign markets to gain access to resources, technology, know–how, and sales channels. Firms investing abroad enjoy preferential loans, insurance, and tax preferences [21]. At the same time, the state can both encourage companies to expand abroad and limit it if it sees threats to national security or reputation. China applies investment regulation to obtain foreign technologies in sensitive areas, imposing on foreign investors the creation of joint ventures with technology transfer [22].
The Chinese government pays special attention to the development of science and innovation as a driver of economic growth and global leadership. It identifies priority technologies (artificial intelligence, 5G, robotics, aerospace, etc.), invests in R&D, and provides subsidies to innovative companies [23]. Public and private firms are encouraged to cooperate with research institutions, form innovation clusters, and commercialize research results.
Thus, the strategies of Chinese companies are inseparable from the state policy of industrialization, innovation, and global expansion. Government support gives them significant competitive advantages in domestic and international markets. At the same time, dependence on government preferences makes these firms vulnerable to political risks and limits their strategic autonomy.
The strategic decision–making process in Chinese companies has a number of specific features stemming from the peculiarities of the national culture and institutional environment. Understanding these features is important for effective cooperation with Chinese partners and predicting their behavior. Firstly, Chinese firms are dominated by a centralized style of strategic decision–making with the concentration of power in the hands of top management or owners, which is associated with Confucian ethics, which provides for a clear hierarchy and subordination of lower to higher [24]. Top executives are seen as carriers of strategic vision, experience, and wisdom. Their decisions are usually not questioned by subordinates. At the same time, subordinates expect paternalistic care, concern, and charity from their managers.
Secondly, informal relationships and interpersonal networks (guanxi) play an important role in Chinese companies. Strategic decisions are often made on the basis of trust, reputation, and mutual obligations rather than formal criteria [25]. Managers devote a lot of time to building and maintaining guanxi networks within the company and with external stakeholders – government officials, partners, and customers. Taking into account the interests of these networks and exchanging services with them plays no less important role than the economic efficiency of decisions.
Thirdly, the Chinese prefer collective forms of decision–making that allow them to reach consensus and maintain harmony in relations. Therefore, it is common practice in Chinese firms to hold thorough meetings and discussions before making major decisions [26]. Managers try to secure at least formal agreement from all parties, avoiding open conflicts. However, the final decision is usually made by the most senior person on the basis of his or her authority, and the discussion process is designed to legitimize it.
Fourth, the strategic decision–making process in China is less formalized and structured than in Western companies. The Chinese prefer holistic and intuitive thinking, relying on life’s wisdom, experience, and context [27]. Therefore, Chinese firms are less likely to use complex analytical models and quantitative methods to justify decisions. Instead, a holistic assessment of the situation is practiced, taking into account all circumstances and hidden connections.
Fifth, the Chinese decision–making style is characterized by flexibility and adaptability. The Chinese perceive the environment as dynamic and changeable, so they avoid rigid long–term plans [28]. Their strategy often resembles improvisation and adaptation to change rather than following a clear plan. They are ready to revise decisions during implementation if circumstances change. This allows them to respond quickly to challenges, but can make coordination difficult.
Sixthly, considerations of "face" (Mianzi) – reputation, status, and prestige – play an important role in the strategic decisions of Chinese firms. The Chinese attach great importance to "saving face," i.e., maintaining a positive public image [29]. Therefore, they tend to make decisions that allow them to demonstrate their achievements, innovations, and global ambitions. At the same time, they avoid decisions that could lead to "loss of face," i.e., reputational losses.
Finally, the strategic decisions of Chinese companies are significantly influenced by political factors. Managers have to take into account the opinion of the government and the Chinese Communist Party to receive government support and avoid sanctions [30]. Sometimes this involves making decisions that are contrary to purely economic logic but meet political objectives such as maintaining employment, social stability, prestigious projects, etc. Firms are forced to balance between changing signals from different authorities.
Thus, strategic decision–making in Chinese companies is the product of a complex interplay of cultural, institutional, and political factors. Understanding this specificity allows us to better interpret the logic and predict the actions of Chinese partners and competitors in international business. 
Chinese companies demonstrate special approaches to international expansion strategies that stem from the specifics of their internal and external environment. These approaches combine elements of imitation of successful foreign practices, consideration of Chinese institutional and cultural specifics, and realization of state strategic interests. Let us consider the main characteristic features of Chinese firms’ strategies in international business.
Accelerated internationalization. Chinese companies are demonstrating an extremely high rate of expansion into foreign markets. Whereas traditional multinationals from developed countries usually internationalized gradually, Chinese firms often begin foreign expansion soon after their establishment [31]. They leapfrog the initial stages of internationalization and immediately resort to complex forms of foreign presence, such as exports, contract manufacturing, and FDI. This allows them to quickly scale up and take advantage of global markets.
Government support. As noted earlier, the internationalization of Chinese companies is actively supported by the Chinese government as part of the "Going Outward" strategy. The state provides firms with financial, tax, information, diplomatic and other resources to enter foreign markets [32]. Chinese TNCs are viewed as the conductors of China’s economic and political interests in the world. At the same time, such support imposes an obligation on companies to take into account government priorities in their strategies and coordinate key decisions with the authorities.
Cross–border mergers and acquisitions. One of the most common strategies for Chinese firms to enter foreign markets is to acquire foreign companies. Through M&A, they get quick access to strategic assets such as technologies, brands, know–how, sales channels, and natural resources [33]. The most attractive for acquisitions are technology companies from developed countries, which help to overcome China’s technological lag. Acquisitions of foreign firms are carried out for both commercial and strategic purposes – to strengthen the competitiveness of the Chinese economy.
Focus on emerging markets. Despite the desire to acquire assets in developed countries, Chinese companies carry out most of their foreign operations in developing countries. These are primarily countries in Asia, Africa, and Latin America [34]. These markets are attractive due to relatively low barriers to entry, growing demand, weaker competition, and the ability to use the Chinese business model based on low prices and scale. Chinese firms are positioning themselves as investors who better understand the needs of developing countries and offer mutually beneficial solutions.
Adaptability and flexibility. Chinese companies are highly adaptable to the specifics of foreign markets. They carefully study local consumer needs, cultural characteristics, and institutional conditions to offer relevant products and services [35]. Chinese firms are ready to modify their products, prices, sales channels, and communications to suit local specifics. They show flexibility in choosing ways to enter the market and localize business models.  
Informal networks and guanxi. Chinese companies are actively using informal networks of ethnic Chinese (huaqiao) to penetrate foreign markets. Relying on the diaspora, they receive valuable information, connections, support, and legitimacy [36]. The practice of guanxi (exchange of services through interpersonal relationships) allows establishing trusting relationships with local authorities, partners, and clients. Chinese firms devote a lot of time to establishing non–familial contacts in the host country, considering it a key to success.
Emphasis on legitimacy and reputation. Chinese companies, especially state–owned ones, attach great importance to the legitimacy of their presence in foreign countries. They are trying to position themselves as socially responsible investors that contribute to local development [37]. To this end, they participate in social and infrastructure projects, support educational and cultural initiatives, and create jobs for the local population. Chinese firms take care of their reputation to win the favor of stakeholders and reduce the risk of negative perception.
Thus, the internationalization of Chinese companies has a number of specific features: rapid pace, reliance on government support, focus on M&A and emerging markets, adaptability to local specifics, use of guanxi, and attention to legitimacy.   
Thus, the strategic management of Chinese companies is the product of a unique combination of cultural traditions, institutional factors, and government policy. It is characterized by a number of specific features that need to be taken into account when analyzing the logic and predicting the behavior of Chinese firms in international markets. The following sections of the study will analyze the processes and mechanisms of forming and implementing strategies of Chinese companies in various functional areas and industries.  Despite this cultural and institutional specificity, Chinese companies actively use classical models of strategic analysis developed within the framework of Western management theory. First of all, we are talking about such fundamental tools as SWOT analysis, Porter’s five competitive forces model, value chain, strategic matrices (BCG, McKinsey, etc.). However, the application of these models in China has certain context–specific features.
SWOT analysis is widely used by Chinese firms to structure strategically important information about the internal and external environment [38]. In addition to the firm’s unique resources and competencies, the Strengths category often includes specific advantages related to the Chinese context, such as connections with the government (guanxi), access to preferential loans, patriotic consumer loyalty, etc. Weaknesses are recognized not only as a lack of experience or technology, but also as entrenched bureaucratic procedures and corrupt practices. Opportunities include favorable government programs and initiatives (e.g., One Belt, One Road). The list of Threats, in addition to competitors’ actions and regulatory changes, is supplemented by reputational and political risks.
Porter’s five forces model is used to analyze the structure and attractiveness of industries [39]. However, the specifics of China require taking into account additional factors in each of the five forces. For example, the level of intra–industry competition is determined not only by the intensity of rivalry between private firms, but also by competitive pressure from powerful state–owned enterprises. The threat from potential competitors and substitute goods is limited by artificial barriers to entry (licensing, preferences for "national champions"). Suppliers’ bargaining power is strengthened by the monopoly position of state–owned companies in many industries. Consumers’ bargaining power is specific to the huge and heterogeneous Chinese market.
The value chain model is used to identify sources of competitive advantage in the production and sale of a product [40]. However, its application to Chinese realities requires taking into account institutional factors. In particular, the cost of core activities (inbound logistics, production, outbound logistics, marketing and sales, and service) can be reduced by accessing subsidized resources. Ancillary activities (procurement, technology development, human resources, infrastructure) are influenced by informal institutions (guanxi) and policies (localization requirements, technology transfer). In addition to optimizing internal processes, Chinese firms are tasked with ensuring legitimacy in the eyes of various stakeholders.
Strategic portfolio analysis matrices are used by Chinese companies to prioritize investments in businesses based on their market positions [41]. However, the classic BCG growth–market share matrix does not take into account the institutional context of China. High growth rates in many industries are due not only to market attractiveness but also to government incentive programs. Market share does not always reflect competitiveness due to the distortion of competition in favor of state–owned firms. Therefore, Chinese business needs modified matrices to include institutional variables such as state support, restrictions on foreign competitors, non–market strategies of firms, etc.
Thus, Chinese companies adapt classical models of strategic analysis to the specifics of their own business environment. They complement traditional market variables with factors from the institutional (government regulation, informal norms) and societal (cultural values, social legitimacy) spheres.
The specifics of China’s institutional environment, namely the high level of government intervention and the variability of formal and informal rules, necessitate the development and implementation of a special type of strategy – institutional strategies [42]. Their task is to ensure that the firm meets institutional expectations and requirements, as well as to proactively influence institutions to gain advantages. Chinese companies demonstrate considerable experience in formulating and implementing institutional strategies.
The most common institutional strategy of Chinese firms is to build close ties with the authorities at the central and local levels [43]. Companies invest considerable resources in developing formal and informal contacts (guanxi) with officials, deputies, and heads of state–owned enterprises, which gives them access to exclusive information, participation in public procurement, preferential loans, subsidies, permits, etc. Firms have particularly close ties with local authorities, which are interested in attracting investment and increasing tax revenues to their budgets. Firms receive land, infrastructure, skilled labor, and sometimes informal protectionism from the local administration in exchange for social stability and support of the region’s image.
Another common institutional strategy is the creation of formal and informal business associations [44]. Companies use their collective influence through associations to share experience and resources, mutually insure risks, put pressure on the authorities, take over regulatory control, and set technical standards. Associations involving firms and specialists in a particular industry advise the government on industrial policy, lobby for preferential conditions, and fight foreign competitors. An illustrative example is the China Rare Earths Industry Union, which has achieved export quotas and fixed prices for this strategic raw material in the interests of domestic producers.
Chinese firms are actively involved in social initiatives and philanthropic projects of the state [45]. They contribute to public funds, participate in the development of infrastructure, housing, and job creation in depressed regions. Despite the significant costs, firms see this as an investment in a "social license" – legitimacy, reputation as a responsible corporate citizen. Given the priority of social stability, this protects against claims from the authorities and the public, and opens up opportunities for expansion.
Admission to membership in the CCP and participation in its events is another institutional strategy of Chinese firms [46]. Companies (even private ones) create party branches, join ideological campaigns and rituals, and send employees to party schools. Formal and informal party recognition strengthens the position of firms in the dialogue with the authorities, facilitates the coordination and protection of interests. Party affiliation also signals loyalty, patriotism, and reliability of the firm to other stakeholders – employees, partners, and clients.
Finally, as Chinese companies grow, they resort to institutional strategies at the international level [47]. They lobby foreign countries for favorable attitudes toward Chinese investment and exports, using the support of Chinese diplomats. Firms strategically select countries and projects, combining their own economic interests with China’s foreign policy priorities (developing ties with the Third World, promoting the One Belt, One Road initiative). By investing in resource extraction and infrastructure, Chinese businesses exploit the dependence of host countries to obtain preferential conditions and eliminate competitors.
Thus, institutional strategies are an integral part of the strategic management of Chinese companies. By building special relations with the authorities, collective action through business associations, social initiatives, participation in the CPC, and foreign lobbying, Chinese firms adapt to institutional constraints and gain competitive advantages. Such strategies are conditioned by the specifics of China’s institutional environment with its dominant role of the state and the party in the economy. 
One of the most characteristic features of the strategic management of Chinese companies is the synergy of traditional Chinese and modern Western management approaches. Many successful Chinese companies follow the Qianxi strategy, which literally translates as "a combination of Chinese and Western" [48]. It consists in selective assimilation of elements of both management systems to achieve optimal compliance with the institutional context of China. The goal is to synthesize the competitive advantages inherent in each of the management cultures.
The Qianxi strategy primarily involves borrowing formalized systems of strategic planning, financial control, quality management, and personnel development from Western management theory and practice [49]. Chinese firms are actively implementing such tools as budgeting, the Balanced Scorecard system, total quality management (TQM), regular certification and training of personnel, position grading, etc. This helps to improve the efficiency of management processes and ensure compliance with global business standards.
At the same time, Chinese companies adapt borrowed management technologies to local conditions, filling them with culturally relevant content [50]. For example, the KPI system includes indicators of social responsibility and loyalty to the CCP; collective assessment of the results of departments prevails, rather than individual assessment. Budgeting is carried out taking into account numerous informal factors, such as guanxi, bribery, and concealment of information. TQM focuses not so much on customer satisfaction as on ensuring social stability (employment, product safety). Staff training emphasizes the cultivation of "socialist values."
On the other hand, the Qianxi strategy means preserving the traditional features of Chinese management that have proven to be effective [51]. First of all, it is a paternalistic style of leadership based on loyalty and trust in the relationship between the leader and subordinates. Chinese firms are dominated by a directive way of decision–making with the concentration of power in the hands of senior management with nominal collegial discussion. 
Chinese firms also maintain a culture of collectivism and interpersonal harmony [52]. They encourage teamwork, cooperation between departments, and group responsibility for results. Competition within the organization is discouraged to avoid conflicts that threaten the "face". Preference is given to smoothing out contradictions by seeking compromises rather than direct confrontation. To motivate employees, not only material incentives are used, but also appeals to the values of the team.
Chinese business traditionally relies on informal rules and relationships (guanxi) both within companies and with external counterparties [53]. Contracts are perceived as a general framework for cooperation rather than strict obligations; verbal agreements and post–contractual negotiations are common. Firms spend a lot of time establishing trusting relationships with partners and conduct transactions mainly within trusted networks. This minimizes opportunism in the face of legal loopholes and high transaction costs.
Finally, the strategic planning of Chinese companies combines elements of formal analysis in the style of Western corporations with the intuitionism inherent in Chinese philosophy [54]. Firms use classical models and matrices, but fill them with qualitative assessments and subjective judgments of management. Linear plans coexist with flexible "self–organization strategies" that involve adapting to circumstances and using unexpected opportunities. Strategy development is perceived as an iterative process of incremental decisions with constant adjustments.
The successful application of the Qianxi strategy was demonstrated by the Haier Group [55]. It was one of the first companies to introduce a divisional structure, a lean production system, process automation, and KPI–based labor motivation. At the same time, Haier’s CEO Zhang Zhuming retained informal paternalism, trusting relationships with regional managers based on guanxi, and an emphasis on "morality" and respect for Chinese values. This allowed Haier to create an effective multinational company while preserving its Chinese identity.
Thus, the Qianxi strategy is a kind of symbol of the Chinese approach to management, which seeks to combine the advantages of global management standards and national specifics. It involves selective borrowing of formal instruments of Western management while adapting them to Chinese informal institutions. The preservation of cultural traditions of collectivism, paternalism, guanxi, and flexibility is combined with the introduction of world–class strategic and operational management systems. Many successful Chinese companies like Haier have chosen this path of development. 
As noted above, one of the priorities of Chinese companies is to quickly enter foreign markets and become global leaders. Successful international expansion requires the selection of adequate business internationalization strategies, taking into account the specific goals and interests of Chinese investors. There are several characteristic strategies for the international growth of Chinese firms [56].
The bottom up strategy or organic growth through exports [57]. Chinese companies start by establishing export supplies (often with the involvement of numerous intermediaries), gradually increasing the volume and range of products. Initially, they focus on mass–produced standardized goods, taking advantage of economies of scale and low production costs in China. In the next stages, companies master international distribution channels, create their own sales networks and representative offices, and diversify their exports towards technological products. This strategy allows them to organically accumulate experience and resources for international activities.
Top down strategy or accelerated internationalization through the acquisition of foreign assets [58]. Chinese firms, primarily large state–owned holdings and "national champions," are engaged in large–scale cross–border mergers and acquisitions (M&A) in developed countries. They target technology companies, well–known brands, and knowledge–intensive startups to gain immediate access to their strategic resources, such as R&D, patents, know–how, and qualified personnel. The acquisitions are made under the government programs "Going Outward" and "Made in China 2025" with the assistance of the Chinese government. Despite the high costs and risks, this strategy allows the company to quickly overcome the technological gap and take leading positions in key industries.
The strategy of indirect entry through third countries [59]. Chinese companies are aware of the negative perception of China in developed countries due to fears of economic and political expansion. Therefore, they are building a presence in target markets indirectly – through neighboring countries or offshore zones with a more favorable business climate. In particular, they use intermediate jurisdictions such as Singapore, Hong Kong, the Netherlands, Luxembourg, and the Virgin Islands to enter the North American and European markets. This helps to minimize regulatory risks, optimize taxation, and avoid publicity.
Localization strategy of the business model and product line [60]. Successful Chinese exporting firms realize that offering standardized goods on the principle of "made in China" has limited potential. Consumers in developed markets expect products tailored to their specific needs and values. Therefore, Chinese companies are investing in localizing the design, functions, and packaging of their products under the slogan "made for China." They conduct in–depth market research, create local development teams, and cooperate with local design bureaus and universities. Localization also applies to sales, pricing, and communication policies.
Strategy of cooperation with foreign partners [61]. To compensate for the lack of experience and reputation, Chinese firms resort to various forms of cooperation with foreign players, from one–time contracts to strategic alliances. At the beginning of internationalization, they act as subcontractors of transnational corporations (TNCs), supplying components and performing assembly operations (tolling schemes, tolling). Later, firms establish joint ventures with foreign partners to transfer technology and international business skills. Finally, they form strategic alliances to implement large–scale foreign projects, enter third markets, and create industry standards.
A strategy for cross–cultural adaptation and diversity management [62]. Chinese investor companies face intercultural challenges abroad that critically affect the success of their foreign operations. The cultural distance between the business and management practices of the home and host countries creates misunderstandings, conflicts, and resistance to change. To overcome them, firms develop cross–cultural trainings, engage bicultural expatriate managers, and introduce policies that respect the cultural identity of employees. The diversity management strategy turns the cultural differences of international teams from a threat into an advantage – a source of mutual enrichment, creativity, and adaptability.
Thus, in the process of internationalization, Chinese companies use a wide range of strategies to enter foreign markets, from organic export growth to aggressive cross–border acquisitions. They combine different ways of penetration and localization according to the specifics of industries and countries. Despite the lack of transnational business traditions, Chinese companies demonstrate strategic flexibility, willingness to cooperate and learn, and cross–cultural adaptability.  

[bookmark: _Toc179417658]1.3. Peculiarities of strategy formation and implementation in the Chinese technology sector 

The technology sector is a strategic priority for the Chinese government, which sees it as a driver of economic growth, industrial modernization, and strengthening China’s global influence. The state pursues a large–scale and systematic policy of stimulating the development of advanced technological industries, such as information and communication technologies, artificial intelligence, robotics, biotechnology, new materials, aerospace, etc. [63]. This policy covers a wide range of regulatory, financial, and infrastructure support instruments.
A key element of the state innovation policy is the system of national science and technology programs. Since the 1980s, China has been implementing a number of five–year plans for the development of science and technology, which define priority areas of research and development, as well as the amount of budgetary funding. Since 2015, the strategy "Made in China 2025" has been in place, which envisages China’s achievement of self–sufficiency and leadership in 10 key high–tech sectors [64].  
Another way to stimulate technological industries is to create special economic zones (SEZs) and industrial parks [65]. Since the 1980s, China has had 7 state–level SEZs, more than 200 technical and economic development zones, and more than 150 high–tech parks. These clusters offer preferential tax and customs regimes, modern infrastructure, and support from local authorities for innovative companies. They have become centers of attraction for venture capital, startups, R&D centers of leading TNCs, and universities. An example is the Shenzhen innovation megacluster, which has become the "Silicon Valley of the East."
The state also provides financial support to technology companies through a system of grants, subsidies, soft loans, and tax preferences. The Chinese government annually allocates up to 2% of GDP to finance R&D [66]. An extensive network of state funds to support science and innovation at the national and local levels has been created. There are programs of non–refundable grants for small technology companies, compensation for patenting and certification costs. State–owned banks provide innovative firms with loans at low rates secured by intellectual property rights.
In addition to direct financial support, the government encourages the development of the venture capital industry and the attraction of private and foreign capital to the technology sector. The government has established a legal framework for venture capital funds and provides them with fiscal preferences. At the same time, the state often acts as a co–investor in private venture capital funds through public–private partnership mechanisms [37]. China has become one of the world leaders in venture capital investment in technology firms.
Finally, the state invests heavily in the development of research and innovation infrastructure [38]. China is purposefully building up a network of universities and research institutes, equipping them with the most modern equipment, and inviting foreign scientists. The government is funding large–scale national projects to create supercomputers, big data centers, artificial intelligence laboratories, semiconductor factories, etc. Platforms for sharing high–value scientific equipment between businesses and academic institutions are being developed.
Thus, the success of Chinese high–tech companies in the domestic and global markets is largely the result of proactive and consistent government policy. The Chinese government acts as an architect and moderator of the development of the technology sector, mobilizing huge financial, regulatory, and human resources for this purpose. However, this policy of state capitalism also has its limitations, such as the risk of inefficient investments, distortion of competition, and excessive dependence of businesses on preferences. 
The specifics of Chinese high–tech firms’ strategies in the domestic market are determined, on the one hand, by favorable growth factors (a huge consumer base, government support), and, on the other hand, by the challenges of imperfect market infrastructure and competition from foreign TNCs. In order to realize the potential of domestic demand and gain competitive advantages, Chinese technology companies apply a number of specific strategic approaches [29], they actively use the strategy of business ecosystems [30]. Unlike linear value chains, technology firms build complex networks of functionally related products/services, suppliers, partners, developers, and consumers. They act as integrators of these ecosystems, creating platforms for participants to interact and combine their resources. For example, Alibaba Group owns interconnected platforms for e–commerce, digital payments, logistics, cloud computing, entertainment, etc. The formation of ecosystems allows to control industry standards, reduce costs, and accelerate entry into new markets.
Second, Chinese tech companies are pursuing a strategy of ultra–fast innovation [21]. They organize the product development process as a series of short iterations with constant testing and improvement of prototypes based on user feedback. Instead of long R&D cycles, firms release minimum viable products (MVPs) and quickly improve their functionality after launch. Engineers work closely with sales and customer service departments. This approach allows us to respond quickly to the dynamics of demand and technology, and stay ahead of the competition. However, it is acceptable in the context of consumer tolerance to product imperfections, and Chinese technology firms use a market fragmentation strategy [15]. They do not seek to create universal products for the mass consumer, but rather deeply segment the customer base by geographic, demographic, and behavioral characteristics. For each niche, separate modifications of products or services are developed, taking into account specific needs, purchasing power, and cultural characteristics. The micro–segmentation approach is implemented through cooperation with local partners, big data collection and analysis, and digital customization technologies.  
Fourth, China’s innovative companies are implementing a strategy of integrated business models [14]. They seek not just to sell individual products or services, but to offer comprehensive solutions to consumer problems. Firms are combining digital technologies with offline infrastructure, building vertically and horizontally diversified business groups. For example, the courier company SF Express, in addition to its digital platform, operates its own fleet of airplanes, trucks, and sorting centers. The smartphone manufacturer Xiaomi also sells household appliances, gadgets, and Internet of Things services, which creates a synergy effect of resources, channels, and data and creates unique consumer value; Chinese technology companies are mastering the strategy of social innovation [74]. They are not limited to purely market goals, but take into account the needs of social development and the expectations of the authorities. Firms are developing products to address social issues such as population aging, education, ecology, and the development of depressed regions. They cooperate with the authorities in the digitalization of public services, healthcare reform, and the introduction of social credit systems. Social initiatives increase the legitimacy of business, consumer loyalty, and access to government contracts. However, they create risks of losing trust due to complicity in controversial government actions.
An example of a company that skillfully applies the above strategic approaches is ByteDance [75]. It has created an ecosystem of digital platforms that includes the world’s leading short video service TikTok and its domestic counterpart Douyin, news aggregator Toutiao, messenger Flipchat, and other digital products. ByteDance integrates artificial intelligence, augmented reality, and video processing technologies into various verticals, from marketing to education. The company uses big data analysis algorithms to personalize content for each user. ByteDance’s social mission is to become a leading platform for career and creative growth of young people.
To summarize, China’s tech companies are actively experimenting with innovative strategic approaches to realize the potential of the large–scale domestic market. They are moving away from the traditional linear business model and building integrated ecosystems of products, services, partners, and customers. Firms are experiencing rapid innovation cycles focused on the needs of local niches. Strategies take into account both the challenges of monetizing innovations and social development of the country. Chinese practice expands the usual boundaries of technological entrepreneurship. 
Having succeeded in the domestic market, China’s leading technology companies have expanded into international markets. Under the influence of the government’s "Going Outward" policy and in search of new sources of growth, they have begun exporting products and services, establishing foreign subsidiaries, and acquiring foreign assets. China’s technology firms use specific internationalization strategies that differ from the practice of traditional TNCs in terms of pace, geography, and methods of penetration [26].
The most characteristic feature of Chinese companies’ entry into the global technology market is accelerated internationalization, which is called the "born globals" strategy [27]. In the absence of many years of experience and reputation, they do not gradually go through the stages of foreign expansion, but immediately deploy operations around the world. Such firms create global platforms and ecosystems of digital products, attracting an international audience of consumers. Unlike exporters of goods, digital companies do not need a physical sales infrastructure – their applications are immediately available online.
Chinese technology companies are actively using strategic alliances and partnerships to strengthen their competitive position in the domestic and international markets. Such alliances allow for the exchange of complementary resources and competencies, sharing risks and costs of innovation, gaining legitimacy, and overcoming institutional barriers [28]. Let’s consider the main forms and examples of strategic alliances of Chinese firms. they create alliances with foreign technology giants to jointly develop products and standards. In particular, Xiaomi has cooperation agreements with Microsoft in the field of cloud computing and artificial intelligence, with Qualcomm in chip development, and with IKEA in the creation of smart home devices [79].   At the same time, foreign companies are using Xiaomi’s local expertise and sales networks to penetrate the Chinese market, and alliances are being formed between Chinese tech companies to strengthen their positions vis–à–vis global competitors. Thus, in 2020, Xiaomi, Oppo, and Vivo announced the creation of a file and app sharing alliance to counter the hegemony of Android and iOS [10]. Another example is the alliance of four leading Chinese artificial intelligence chip manufacturers (Cambricon, Horizon Robotics, Intellifusion, DeePhi) to jointly lobby for government support and technological standards as opposed to foreign suppliers [11].
Third, Chinese firms are building ecosystems of strategic partnerships with complementary companies [12]. Xiaomi has cooperation agreements with hundreds of firms with complementary assets, such as home appliance manufacturers, mobile app developers, content providers, etc. Partners get access to users of the Xiaomi platform and integrate their products with its smartphones. Xiaomi itself monetizes partner traffic and data. Thus, the company controls entire value–added clusters and influences the technological trajectory of the industry.
Finally, strategic alliances help Chinese technology companies overcome institutional barriers in foreign countries [13]. Firms join forces to invest jointly, lobby for regulatory decisions, and legitimize their activities. For example, Xiaomi has entered into an alliance with Mastercard to jointly promote Mi Pay mobile payments in Europe and circumvent EU regulatory restrictions for non–banks. It also cooperates with mobile operators to certify its devices in different countries.
The formation of strategic alliances and partnerships has become a cornerstone of Chinese technology companies’ global expansion and innovation strategies. This practice reflects a sophisticated approach to overcoming resource constraints, bridging institutional gaps, scaling innovations, and penetrating new markets. Chinese firms have demonstrated remarkable acumen in forging alliances not only with foreign transnational corporations (TNCs) but also among themselves and with local complementors in various markets. The primary objective of these alliances is twofold: to enhance their competitive position against global rivals and to establish control over comprehensive value creation ecosystems.
The rationale behind this strategic approach is multifaceted and deeply rooted in the unique characteristics of China’s economic development model and the global technological landscape. Chinese technology companies, despite their rapid rise and impressive scale, often face challenges when competing on the global stage. These challenges include limited international experience, technological gaps in certain areas, and the need to navigate complex regulatory environments in foreign markets. Strategic alliances offer a powerful mechanism to address these challenges efficiently and effectively.
One of the key drivers of alliance formation among Chinese tech firms is the desire to accelerate innovation and technological advancement. By partnering with leading global companies, Chinese firms can gain access to cutting–edge technologies, research and development (R&D) capabilities, and intellectual property. This is particularly evident in sectors such as semiconductor design and manufacturing, artificial intelligence, and 5G technology, where Chinese companies have been eager to close the gap with their Western counterparts.
For instance, Huawei’s partnerships with European telecom operators for 5G network development have not only facilitated the company’s expansion into new markets but also contributed to its technological leadership in this critical domain. Similarly, Alibaba’s strategic alliance with SoftBank has provided the Chinese e–commerce giant with valuable insights and resources for its international expansion, particularly in Southeast Asia and India.
These alliances also serve as a means of overcoming institutional voids and regulatory hurdles in foreign markets. By partnering with local firms or established multinational corporations, Chinese companies can navigate complex regulatory landscapes more effectively. This is particularly crucial in sectors that are sensitive to national security concerns or subject to strict regulatory oversight, such as telecommunications, finance, and cloud computing.
The strategy of forming alliances extends beyond mere technological or market access considerations. It is also a reflection of the Chinese business philosophy that emphasizes long–term relationships and mutual benefit. This approach, often referred to as "guanxi" in Chinese business culture, translates well into the formation of strategic alliances on a global scale. Chinese firms view these partnerships not just as transactional arrangements but as long–term strategic relationships that can yield multifaceted benefits over time.
Moreover, the formation of alliances among Chinese firms themselves is a noteworthy phenomenon. This intra–national collaboration often aims to create a united front when competing globally. For example, the alliance between Xiaomi, Oppo, and Vivo to develop a cross–brand file transfer system demonstrates how Chinese companies are willing to cooperate in areas of mutual benefit while maintaining competition in others. Such collaborations not only pool resources and expertise but also create a more formidable competitive force on the international stage.
The ecosystem approach is another critical aspect of Chinese tech companies’ alliance strategies. Firms like Alibaba, Tencent, and Xiaomi have been particularly adept at creating comprehensive ecosystems that encompass a wide range of products and services. These ecosystems are often built through a combination of in–house development, strategic acquisitions, and partnerships with complementary businesses. The goal is to create a seamless, integrated user experience that increases customer loyalty and creates significant barriers to entry for competitors.
For instance, Alibaba’s ecosystem extends far beyond e–commerce to include cloud computing (Alibaba Cloud), digital payments (Alipay), entertainment (Youku Tudou), and even healthcare initiatives. This expansive ecosystem is supported by numerous partnerships and strategic investments in various sectors. By controlling such a comprehensive ecosystem, Alibaba can leverage data and cross–platform synergies to enhance its competitive position and create new value propositions for customers.
Additionally, geopolitical tensions, particularly between China and the United States, have complicated the landscape for international tech alliances. Increased scrutiny of Chinese investments and partnerships in sensitive technology sectors has led to the reevaluation and, in some cases, termination of existing alliances. This geopolitical dimension adds a layer of complexity to the strategic decisions of Chinese tech firms in forming international partnerships. 
Despite these challenges, the trend of alliance formation among Chinese tech companies shows no signs of abating. If anything, it is becoming more sophisticated and strategic. Companies are increasingly selective in their partnership choices, focusing on alliances that offer clear strategic benefits and align with their long–term global ambitions. One emerging trend is the focus on alliances in cutting–edge technological fields such as quantum computing, biotechnology, and advanced materials. Chinese firms are actively seeking partnerships with global leaders in these fields, recognizing their potential to reshape industries and create new competitive advantages. For example, Baidu’s partnerships with various research institutions and tech companies in the field of quantum computing demonstrate this forward–looking approach.
Another important aspect of Chinese tech companies’ alliance strategies is their role in supporting China’s broader technological and economic ambitions. Initiatives like the "Made in China 2025" plan and the Belt and Road Initiative have provided a framework for Chinese firms to align their international partnerships with national strategic objectives. This alignment often results in more robust government support for certain types of international collaborations, particularly those that contribute to key technological capabilities or enhance China’s global economic influence. The impact of these alliance strategies on global innovation ecosystems is profound. By actively engaging in international partnerships and ecosystem building, Chinese tech companies are not just participants but increasingly shapers of global innovation trends. This is evident in areas like mobile payment systems, where Chinese innovations, developed through various partnerships and ecosystem approaches, are now influencing global standards and practices. Furthermore, the alliance strategies of Chinese tech firms are contributing to the reconfiguration of global value chains in the technology sector. 
The role of government in facilitating and sometimes directing these alliance strategies cannot be overstated. The Chinese government has played a crucial role in creating an environment conducive to international partnerships, while also providing guidance on strategic priorities. This government involvement adds another layer of complexity to alliance formation, particularly in dealings with Western companies and governments who may view such involvement with suspicion. The specifics of Chinese tech firms’ strategies in the domestic market are determined, on the one hand, by favorable factors (a huge consumer base, government support), and, on the other hand, by the challenges of imperfect market infrastructure and competition from foreign TNCs. In response, they are applying strategies to create business ecosystems, super–fast innovations, market micro–segmentation, integrated business models, and social initiatives.
In the rapidly evolving landscape of global technology markets, Chinese tech companies have emerged as significant players, implementing accelerated internationalization strategies that are reshaping traditional paradigms of corporate expansion. These strategies, underpinned by the "born global" principle, represent a paradigm shift in how firms from emerging economies approach international markets. This approach is characterized by a unique blend of organic growth, aggressive cross–border acquisitions, product localization, strategic cooperation with foreign partners, and a pronounced emphasis on cross–cultural adaptation.  The "born global" phenomenon, first conceptualized by McKinsey & Company in 1993, refers to businesses that, from inception, pursue a vision of becoming global and globalize rapidly without any preceding long–term domestic or internationalization period. Chinese tech companies have embraced this concept with remarkable vigor, often entering international markets at a much earlier stage in their development compared to their predecessors from developed economies. 
This accelerated internationalization strategy is fundamentally different from the traditional Uppsala model of internationalization, which posits that firms incrementally increase their international involvement as they gain experience from domestic operations. Chinese tech firms, in contrast, often leapfrog these stages, driven by a combination of factors including the rapid pace of technological change and the inherently global nature of digital markets, the intense domestic competition in China, supportive government policies such as the "Go Global" strategy and the Belt and Road Initiative, and access to substantial capital resources from both private investors and state–backed institutions. 
The organic growth component of these strategies often involves the rapid scaling of digital platforms and services across borders. Companies like Alibaba, Tencent, and ByteDance have successfully expanded their user bases globally by leveraging their technological capabilities and innovative business models developed in the highly competitive Chinese market. This organic growth is frequently complemented by aggressive cross–border acquisitions, a strategy that allows Chinese firms to rapidly acquire market share, technological capabilities, and brand recognition in foreign markets. These acquisitions serve multiple strategic objectives, including market access, technological capability enhancement, brand recognition improvement, and talent acquisition. Notable examples of this acquisition strategy include Lenovo’s purchase of IBM’s personal computer business in 2005 and Motorola Mobility in 2014, which catapulted Lenovo into a leading position in the global PC and smartphone markets. Similarly, Tencent’s acquisition of a majority stake in Supercell, the Finnish mobile game developer, for $8.6 billion in 2016 significantly expanded its global gaming footprint.
Xiaomi, for instance, has demonstrated remarkable success in adapting its smartphone offerings to various international markets. In India, the company customized its MIUI operating system to support local languages and developed specific features such as a reading mode to reduce eye strain, catering to local user preferences. Similarly, Alibaba’s AliExpress has tailored its e–commerce platform for different regions, adjusting payment methods, logistics solutions, and customer service approaches to align with local market conditions. Strategic cooperation with foreign partners is another key element of Chinese tech companies’ global expansion strategies. These partnerships serve multiple purposes, including navigating complex regulatory environments, accessing local market knowledge, and leveraging complementary capabilities. For example, Huawei has formed numerous partnerships with telecom operators worldwide to deploy its 5G technology, effectively combining its technological prowess with the local market presence and regulatory relationships of its partners.
Cross–cultural adaptation is perhaps one of the most challenging aspects of Chinese tech companies’ internationalization efforts. As these firms expand globally, they must navigate diverse cultural contexts, management practices, and consumer behaviors. Many Chinese tech companies have invested heavily in developing cross–cultural competencies, often recruiting local talent and establishing overseas research and development centers to better understand and integrate into foreign markets. The internationalization strategies of Chinese tech companies are not without challenges. These firms often face skepticism and regulatory scrutiny in foreign markets, particularly in sensitive sectors like telecommunications and data services. Concerns about data privacy, national security, and fair competition have led to increased scrutiny of Chinese tech investments in several countries. The ongoing geopolitical tensions between China and some Western nations have further complicated the international expansion efforts of Chinese tech firms. Despite these challenges, the global impact of Chinese tech companies continues to grow. The "born global" approach adopted by Chinese tech companies is particularly evident in the rapid international expansion of firms like ByteDance, the parent company of TikTok. Founded in 2012, ByteDance achieved global reach in a remarkably short period, with TikTok becoming one of the most downloaded apps worldwide by 2019. 
This rapid internationalization was achieved through a combination of organic growth, driven by the app’s addictive algorithm and user–generated content model, and strategic acquisitions, such as the purchase of Musical.ly in 2017, which significantly boosted TikTok’s presence in Western markets. The case of ByteDance illustrates several key aspects of Chinese tech companies’ internationalization strategies. 
Firstly, it demonstrates the power of innovative technology and business models developed in the competitive Chinese market to rapidly capture global market share. Secondly, it highlights the importance of strategic acquisitions in accelerating international growth. Thirdly, it underscores the challenges these companies face in navigating different regulatory environments and addressing concerns about data privacy and national security. Another exemplar of accelerated internationalization is Alibaba Group. 
These firms have moved beyond simple translation of their offerings to deep localization that considers cultural nuances, local user behaviors, and market–specific requirements. For instance, when expanding into India, Xiaomi not only adapted its smartphones’ user interface but also invested in local manufacturing and developed India–specific products like air purifiers designed for the country’s pollution levels. This approach of ‘in India, for India’ exemplifies the commitment to localization that characterizes Chinese tech companies’ international strategies. Cooperation with foreign partners has been a key enabler of Chinese tech companies’ global expansion. These partnerships take various forms, from joint ventures and strategic alliances to more informal collaborations. Tencent’s investment strategy, which includes stakes in numerous international gaming and social media companies, illustrates how Chinese tech firms use partnerships to gain footholds in new markets and access complementary technologies. Similarly, Huawei’s collaborations with European telecom operators for 5G deployment demonstrate how partnerships can be leveraged to overcome regulatory hurdles and build trust in foreign markets. The emphasis on cross–cultural adaptation in Chinese tech companies’ internationalization strategies reflects a recognition of the complexities involved in operating across diverse global markets. Many of these companies have established international advisory boards, recruited executives with global experience, and invested in cultural training programs for their employees. 
For example, Lenovo, following its acquisition of IBM’s PC division, implemented a ‘global–local’ management structure that balanced the need for centralized strategy with localized execution, demonstrating a nuanced approach to cross–cultural management. The accelerated internationalization of Chinese tech companies has significant implications for international business theory. Traditional models of internationalization, such as the Uppsala model, emphasize gradual, stage–wise expansion based on experiential learning. However, the rapid global expansion of Chinese tech firms challenges these models. Scholars have proposed new frameworks, such as the ‘springboard perspective’, to better explain the internationalization patterns of emerging market multinationals, including Chinese tech companies.
An integral element of the strategic management of Chinese technology firms is the formation of various alliances and partnerships. They are created both with foreign TNCs to access their innovative resources and with Chinese companies to counter global competitors. Ecosystems of partnerships with complementarities are also being developed to control entire value–added clusters. Alliances help overcome institutional barriers in foreign markets.
In general, the peculiarities of strategic management of Chinese technology companies stem from the specifics of the country’s institutional environment – the decisive role of the state, gaps in market infrastructure, dynamic demand, and socio–cultural differences. Thanks to a creative combination of their own institutional advantages and borrowed management approaches, they are turning into influential players in the global technology market.










































[bookmark: _Toc179417659]CHAPTER 2
ANALYTICAL STUDY OF THE MANAGEMENT SYSTEM OF XIAOMI CORPORATION

[bookmark: _Toc179417660]2.1. Technical and economic characteristics of Xiaomi Corporation

Xiaomi Inc., commonly known as Xiaomi and registered as Xiaomi Corporation, is a Chinese multinational electronics and software company that specializes in developing smartphones, home appliances, laptops, and home products driven by an intelligent Internet of Things (IoT) platform ecosystem [84]. The company was founded by Lei Jun, Lin Bin, and five other partners on April 6, 2010.
The name Xiaomi means "millet" in Chinese. In 2011, Xiaomi released its first phone and quickly gained popularity in China. In August 2011, Xiaomi released the MIUI firmware based on Android, which runs on nearly 300 devices. By 2014, Xiaomi had become the third largest smartphone maker in the world. Xiaomi quickly expanded its product portfolio. In 2013, it introduced the Mi TV, Mi Band fitness bracelet, and other IoT products. The following year, the Mi Pad tablet, Mi WiFi router, and other devices were released. In 2015, Xiaomi introduced the Mi Water Purifier and the Mi Scooter electric scooter.
In 2018, the company went public on the Hong Kong Stock Exchange and raised $4.7 billion, the largest tech IPO in history after Alibaba Group. In March 2021, Xiaomi announced plans to produce electric vehicles under its own brand. Xiaomi has a unique business model based on the "triathlon" model (smartphones + AIoT + Internet services), which provides a high degree of synergy between hardware and software and allows it to offer products at affordable prices. The company is actively developing its ecosystem by investing in startups and forming strategic partnerships.
Thanks to innovative products and an effective strategy, Xiaomi has quickly become one of the world’s leading smartphone manufacturers. In the fourth quarter of 2021, it held 13.5% of the global market, second only to Samsung and Apple [14]. The company has an extensive international presence in more than 100 countries and regions.

 Key information about Xiaomi is presented in Table 2.1.
Table 2.1. 
Key information about Xiaomi Inc.
	Characteristics
	Meaning.

	Full name of the company
	Xiaomi Corporation

	Foundation.
	April 6, 2010.

	Founders
	Lei Jun, Lin Bin and 6 partners

	Headquarters
	Beijing, China

	Field of activity
	Electronics, software, home appliances, Internet of Things

	Key products
	Xiaomi and Redmi smartphones, MIUI, Mi TV, Mi Band, IoT ecosystem

	Geography of activity
	More than 100 countries around the world

	Number of employees
	33427 (2023 р.) [86]

	Income.
	271 billion yuan / $42.46 billion (2024)

	Operating profit
	19.3 billion yuan / $3 billion (2024)

	Net profit
	19.3 billion yuan / $3 billion (2024)

	Market capitalization
	HK$586 billion / $74.64 billion (October 2024)

	Global smartphone market share
	12.8% (Q4 2023)


Source: compiled by the author according to [57; 58].

Xiaomi is a relatively young but extremely successful company that has become one of the leaders in the global market for smartphones and other electronic devices over the past 12 years. Its success is based on an innovative business model, a focus on value for money, and the development of a large–scale ecosystem of IoT products.  Xiaomi’s corporate governance structure reflects the founders’ desire to maintain control over the company despite attracting external investors and going public. Xiaomi uses a dual–class share system, in which the co–founders own Class A shares, which give 10 times more voting rights than Class B shares [17], allowing them to control more than 50% of the votes despite their relatively small share in the capital. 
Xiaomi’s highest governance body is the Board of Directors, which sets strategy and oversees the activities of management.  The Board of Directors forms committees for specific areas of activity, such as audit, nomination and remuneration, corporate governance, etc. To implement the strategy, the Board appoints executive management headed by the CEO (Lei Jun). The top management also includes the President (Wang Xiang), CFO (Chu Shou Ji), Chief Technology Officer (Feng Chun Lu), and other functional managers [27].
Xiaomi’s organizational structure until 2021 was functional and included divisions by product lines (smartphones, IoT, internet services) and functions (marketing, finance, human resources, etc.). In 2021, the company announced a transition to a brand management–based structure [19]. Now, operations are carried out by separate divisions headed by presidents under the Mi, Redmi, and Poco brands, which report to Xiaomi Group CEO Wang Xiang (Figure 2.1). This structure aims to strengthen brand autonomy, creativity, and customer focus.


Figure 2.1. Xiaomi’s organizational structure from 2023.
Source: compiled by the author according to [54; 55].

In terms of corporate culture, Xiaomi professes the values of innovation, efficiency and customer focus. The company has a rather "flat" and informal organizational culture that encourages creativity, quick decision–making, teamwork, and minimization of bureaucracy. Founder Lei Jun personally maintains close communication with employees and brand fans. Xiaomi has a staff evaluation and motivation system that combines annual bonuses based on KPIs and options for key employees. The company is actively engaged in the professional development of its staff and has a corporate university, Qinghe University [17]. It also implements various social benefits and staff welfare programs.
Thus, Xiaomi’s corporate governance structure and organizational design ensure that the founders retain strategic control, strengthen the product focus of brand units, and maintain the values of innovation and customer focus.  
The resource base is the foundation of the company’s competitive advantages. The main types of Xiaomi’s strategic resources can be divided into five groups: financial, material and technical, human, intellectual, and organizational (Table 2.2).
Table 2.2. 
Key strategic resources of Xiaomi Inc.
	Type of resources
	Characteristics

	Financial
	Significant cash from IPO and profitable operations; Availability of low–cost financing in the domestic market; Low leverage

	Material and technical
	Own production facilities and R&D centers; Extensive network of sales channels and service centers; Global logistics infrastructure

	Human
	Large staff of engineering and IT professionals; Experienced top management and Board of Directors; Ambitious and innovative founder–leader Lei Jun

	Intellectual
	Patent portfolio in the areas of mobile technology, IoT, etc.; Own mobile OS MIUI based on Android; Scientific and technical competencies in the areas of AI, 5G, big data, etc.

	Organizational
	Ecosystem of deeply integrated hardware and software products; Partner network of suppliers and subcontractors; Loyal customer base of ‘fans’


Source: compiled by the author according to [6; 7].

In terms of financial resources, Xiaomi has a strong liquidity cushion, formed as a result of its IPO and profitable operations. The company has a relatively low debt burden, and its A–level credit ratings allow it to attract low–cost financing. The total value of Xiaomi’s assets at the end of 2021 exceeded 300 billion yuan ($47 billion) [15].
Xiaomi’s material and technical base includes its own factories for the production of smartphones and other electronics, mainly in China and India. For the rest of the products, the company uses the factories of its contractor partners. Xiaomi has eight R&D centers in China with more than 10 thousand engineers [14]. The company has an extensive global sales network of more than 10 thousand Mi Store stores, e–commerce platforms mi.com and mimarket.com, and a network of service centers. Xiaomi’s key resource is human capital, including engineering and IT staff. At the end of 2021, the company employed 33.4 thousand people, mainly in China and India [15]. Xiaomi founder and CEO Lei Jun is a charismatic and disruptive leader with a strong personal brand in China. He sets an ambitious vision and inspires the team to innovate. The company also has a strong top management and a Board of Directors made up of reputable industry professionals.
Intellectual property is the foundation of Xiaomi’s technological leadership. The company has more than 25 thousand patents in the areas of mobile technology, IoT, cloud services, big data, etc. [10]. Xiaomi has developed its own mobile operating system MIUI based on Android with additional features and services. The company has advanced competencies in a number of breakthrough technological areas, such as artificial intelligence, 5G, smart home, etc.
At the level of organizational resources, Xiaomi has a complex ecosystem of deeply integrated hardware and software products. Smartphones, smart devices, mobile applications, and Internet services are united by the Internet of Things platform, which ensures seamless compatibility and data exchange. Xiaomi has created a unique network of product development partners, which includes more than 400 companies. Another valuable resource is a huge base of loyal users of Xiaomi products, the so–called "mi fans". Thus, Xiaomi has a powerful resource base for building unique and sustainable competitive advantages – financial strength, developed infrastructure, innovative personnel, advanced technologies, and an integrated ecosystem.  
Thus, the analysis of Xiaomi’s technical and economic characteristics shows that this company is a dynamic and innovative organization that successfully combines elements of Western corporate governance with Chinese institutional and cultural specifics. Xiaomi has built a strong resource foundation and claims to be a leader in the global technological competition of the next decades.

[bookmark: _Toc179417661]2.2. Economic and managerial analysis of Xiaomi’s activities

The analysis of Xiaomi Corporation’s financial results and operating activities in recent years allows us to identify key trends in the company’s development and assess the effectiveness of its business model in a dynamic and highly competitive consumer electronics market. 



Fig. 2.2. Key financial indicators of Xiaomi Corporation, 2020–2022 (billion yuan)
Source: compiled by the author according to [60; 62].

An analysis of the data in Table 1 reveals ambiguous trends in Xiaomi’s development during the study period. On the one hand, the company demonstrated a 13.9% increase in revenue and a 29.3% increase in gross profit in 2020–2022, which indicates an expansion of its operations and an improvement in gross profit margin. The growth of assets by 7.8% and equity by 16.3% also indicates a strengthening of the company’s financial position.
At the same time, the sharp decline in operating and net profit in 2022 compared to previous years is of serious concern. Operating profit decreased by 88.3% and net profit by 87.7% in 2020–2022, a negative trend that requires a detailed analysis to identify the causes and assess potential risks to the company’s financial stability.
For a deeper understanding of Xiaomi’s financial position, let’s look at the dynamics of key financial ratios:


Fig. 2.3 Key financial ratios of Xiaomi Corporation, 2020–2022.
Source: compiled by the author based on [37; 38].

Significant decline in profitability. Return on sales decreased from 8.3% in 2020 to 0.9% in 2022. Similarly, return on assets (ROA) decreased from 8.0% to 0.9%, and return on equity (ROE) from 16.4% to 1.7%, indicating a significant deterioration in the efficiency of the company’s operations and use of assets. Improved liquidity and financial stability. The current ratio increased from 1.63 in 2020 to 1.79 in 2022, indicating a strengthening of the company’s ability to repay short–term liabilities. The financial independence ratio also increased slightly – from 0.49 to 0.53, indicating an increase in the share of equity in the financing structure [12].
An analysis of the dynamics of Xiaomi’s operating expenses for 2020–2022 reveals a significant increase in research and development (R&D) expenses – by 72.0% over three years, which demonstrates the company’s increased focus on innovation and technological development, which is critical to maintaining competitiveness in the consumer electronics industry. However, such a rapid increase in R&D spending in the short term has a negative impact on the company’s profitability.
Sales and marketing expenses also increased significantly – by 46.9% over the three years, due to the company’s active expansion into new markets and increased competition. Xiaomi is investing heavily in promoting its products and strengthening its brand position in key markets, which is essential for long–term success but puts additional pressure on profitability in the short term.
In 2023, Xiaomi recorded total revenues of RMB 299.2 billion, down 3.5% from 2022, driven mainly by a slowdown in the global smartphone market and macroeconomic challenges in the company’s key markets. Despite the overall decline in revenue, Xiaomi demonstrated growth in the premium smartphone segment and strengthened its position in the IoT market.
The company’s gross profit in 2023 amounted to RMB 52.3 billion, up 2.1% year–on–year, reflecting an improvement in gross margin, which increased from 16.9% in 2022 to 17.5% in 2023. This growth is due to the optimization of the product mix and increased efficiency of supply chain management. Particularly noteworthy is the significant improvement in Xiaomi’s operating and net profit in 2023 compared to 2022. Operating profit increased by 78.3% to RMB 12.7 billion, and net profit increased by 94.1% to RMB 10.9 billion.   An analysis of Xiaomi’s cost structure shows that the company continues to invest heavily in research and development (R&D). In 2023, R&D expenses amounted to 18.4 billion yuan, accounting for 6.1% of total revenue, demonstrating Xiaomi’s continued focus on innovation and technological development as a key factor in competitiveness. An important trend is the growing share of the IoT and consumer electronics segment in Xiaomi’s revenue structure. In 2023, this segment generated 30.5% of the company’s total revenue, which indicates the successful implementation of the product portfolio diversification strategy. Xiaomi is actively developing an ecosystem of smart devices, including TVs, wearable gadgets, home automation, and other IoT products. The Internet services segment also demonstrated steady growth, reaching 11.2% of Xiaomi’s revenue in 2023, which underscores the growing role of software and online services in the company’s business model and creates additional opportunities for monetizing the user base.
In terms of geography, Xiaomi continues to strengthen its presence in international markets. In 2023, the share of the company’s revenue from international operations amounted to 52.3%, which indicates successful global expansion. Xiaomi is particularly strong in the markets of India, Southeast Asia, and Europe. An analysis of Xiaomi’s working capital management performance indicators reveals positive trends. Inventory turnover in 2023 increased to 5.2 times, compared to 4.8 times in 2022, indicating improved supply chain management and optimized inventory levels. The accounts receivable turnover period remained stable at 45 days, indicating the company’s effective credit policy. Xiaomi’s financial strength remains high. The financial independence ratio at the end of 2023 was 0.55, indicating a balanced capital structure and a low level of financial risk. The company maintains a significant amount of cash and cash equivalents, which provides financial flexibility and the ability to respond quickly to market opportunities. Xiaomi’s investment activity remains high. In 2023, the company invested RMB 5.8 billion in capital expenditures aimed at expanding production capacity, modernizing technological infrastructure and developing its retail store network. In addition, Xiaomi continues to make strategic investments in promising technology startups, strengthening its ecosystem and gaining access to innovative technologies.
An important aspect of Xiaomi’s business is its efforts in the field of sustainable development and corporate social responsibility. In 2023, the company significantly strengthened its initiatives to reduce its carbon footprint, introduce environmentally friendly materials in production, and expand e–waste recycling programs, efforts that are not only in line with global sustainability trends.  An analysis of the competitive environment shows that Xiaomi continues to strengthen its position in the global smartphone market, holding the third place in terms of shipments in 2023. The company successfully competes with giants such as Samsung and Apple, especially in the mid–range segment. At the same time, Xiaomi is facing increased competition from other Chinese manufacturers such as Oppo, Vivo, and Realme, especially in emerging markets.
Xiaomi’s strategic priorities for the near term include further expanding the IoT device ecosystem, strengthening its position in the premium smartphone segment, developing innovative technologies (in particular, in the field of artificial intelligence and 5G), and improving operational efficiency. The company also plans to intensify its efforts in the electric vehicle markets by introducing its first electric car in 2024, which opens up a new promising area for business development.


[bookmark: _Toc179417662]2.3 Assessment of Xiaomi’s current strategic position and management approaches

An analysis of Xiaomi Corporation’s current strategic position and management approaches requires a comprehensive review of a number of key aspects of the company’s operations, including its market positioning, competitive advantages, organizational structure, corporate culture and strategic initiatives, which will allow us to form a holistic view of the company’s position in the global consumer electronics market and assess the effectiveness of its management practices.  Xiaomi has established itself as one of the leading manufacturers of smartphones and other electronic devices in the world. As of 2024, the company ranks third in the global smartphone market in terms of shipments, behind only Samsung and Apple. Xiaomi’s key competitive advantage remains its ability to offer high–quality products at competitive prices, which is reflected in its corporate philosophy of "innovation for everyone".
Xiaomi’s strategy (Figure 2.3) is based on several key elements that provide the company with a sustainable competitive advantage in the global consumer electronics market.  


Figure 2.4. Xiaomi’s current strategy
Source: compiled by the author according to [14; 15].

A wide range of products is one of the cornerstones of Xiaomi’s strategy. The company offers a diversified line of smartphones that covers all price segments of the market, from budget models to premium devices. This strategy allows Xiaomi to effectively meet the needs of different categories of consumers and compete in various markets.
In the budget smartphone segment, Xiaomi is represented by the Redmi series, which offers devices with an optimal price–performance ratio. These models are targeted at the mass market and are particularly popular in developing countries, where affordability is a key factor in consumer choice. Thanks to effective cost management and optimization of production processes, Xiaomi is able to offer devices in this segment with characteristics that often exceed consumer expectations in this price category. The mid–range segment is represented by the Mi series, which offers more powerful devices with an expanded set of features, smartphones targeted at consumers looking for a balance between performance and price. Xiaomi is constantly improving the technical characteristics of the models in this series, introducing innovative features and technologies that were previously available only in the premium segment.
In the premium segment, Xiaomi is represented by the Mi Mix line, which demonstrates advanced technological solutions and innovative design, and competes directly with the flagship models of leading global manufacturers such as Apple and Samsung. Xiaomi’s strategy in this segment is to offer high–tech devices at a more affordable price compared to competitors, which allows the company to gradually strengthen its position in the premium market.
This diversification of the product portfolio allows Xiaomi to respond effectively to changes in market conditions and consumer preferences. The company can quickly reallocate resources between different segments depending on the current market situation, which ensures the flexibility and sustainability of the business model. In addition, its presence in all price segments allows Xiaomi to create a "stepping stone" effect, where consumers can gradually move from budget models to more expensive devices within the brand’s ecosystem.
The wide range of products also contributes to efficient product life cycle management. Xiaomi is able to optimize production processes and logistics by using common components and technologies across different models, which reduces costs and improves operational efficiency. In addition, the presence of different price segments allows the company to effectively manage product inventory by offering discounts on older models without the risk of cannibalizing sales of new devices.
It is important to note that Xiaomi’s broad product portfolio strategy is not limited to smartphones. The company applies a similar approach in other product categories, such as tablets, laptops, and smartwatches, which allows Xiaomi to create comprehensive offerings for different customer segments, increasing the likelihood of cross–selling and increasing overall customer value.
The development of the Internet of Things (IoT) ecosystem is the second key element of Xiaomi’s strategy. The company is actively expanding its presence in the IoT space, offering a wide range of smart devices – from TVs and wearable gadgets to home appliances and smart home systems – which not only diversifies the company’s revenue streams but also creates additional value for consumers, increasing their brand loyalty.
Xiaomi’s IoT ecosystem includes a variety of products that can be divided into several categories. Firstly, smart home devices such as smart lamps, CCTV cameras, air purifiers, robot vacuum cleaners and climate control systems, which allow consumers to automate and optimize various aspects of home life, increasing comfort and energy efficiency, Xiaomi offers a wide range of wearable devices, including fitness trackers, smart watches and wireless headphones, gadgets integrate with the Xiaomi ecosystem, providing users with additional opportunities for health monitoring, physical activity and communication, A key feature of Xiaomi’s IoT ecosystem is its integration and interconnectivity between different devices. All products can be controlled through a single Mi Home app, which provides convenience and ease of use for consumers. In addition, Xiaomi is actively developing its own artificial intelligence platform, XiaoAI, which allows for voice control and automation functions within the ecosystem.
The IoT ecosystem development strategy has several important advantages for Xiaomi. First, it allows the company to diversify its revenue sources and reduce its dependence on the smartphone market, which is characterized by high competition and slowing growth. IoT products often have higher margins than smartphones, which has a positive impact on the company’s overall profitability.
Second, the development of the IoT ecosystem creates a network effect, increasing consumer loyalty to the Xiaomi brand. The more devices in the ecosystem a consumer uses, the higher the value of each individual device becomes due to their interaction and integration, which creates barriers to consumer switching to competitors and increases the lifetime value of a customer for Xiaomi, the IoT ecosystem provides Xiaomi with access to large amounts of data on consumer behavior and preferences, information can be used to improve existing products, develop new offers and personalize marketing communications, which increases the efficiency of the company’s business processes.
It is important to note that Xiaomi takes a unique approach to the development of the IoT ecosystem, which includes cooperation with a wide network of manufacturing partners. The company invests in promising startups and manufacturers, providing them with access to its technologies, distribution channels, and brand, which allows Xiaomi to rapidly expand its range of IoT products without having to invest significant resources in its own production facilities.
Innovation and technology leadership is the third key element of Xiaomi’s strategy. The company invests significant resources in research and development, striving to be at the forefront of technological innovation. Xiaomi is actively developing 5G technologies, artificial intelligence, augmented reality and other promising areas. Xiaomi’s innovation activities cover several key areas. In the smartphone industry, the company focuses on developing advanced display, camera, and fast charging technologies. For example, Xiaomi was one of the first companies to introduce 5G–enabled smartphones and to introduce innovative solutions in the field of wireless and ultra–fast wired charging.
In the field of artificial intelligence, Xiaomi is actively developing its own XiaoAI platform, which is used for voice control of devices and personalization of user experience. The company is also investing in the development of machine learning algorithms to improve photo quality, optimize energy consumption, and increase device performance. Xiaomi pays considerable attention to the development of augmented reality (AR) and virtual reality (VR) technologies. The company is experimenting with various applications of these technologies, including the development of AR applications for smartphones and the creation of its own VR devices. An important aspect of Xiaomi’s innovation strategy is its openness to cooperation with external partners. The company actively interacts with research institutes, universities, and technology startups, which allows it to gain access to advanced technologies and talented professionals.
Xiaomi also pays attention to the development of its own developer ecosystem. The company provides tools and support for creating applications and services that integrate with its devices and platforms, which allows it to expand the functionality of Xiaomi products and create additional value for consumers. Xiaomi’s innovation efforts are backed by significant investments in research and development. In recent years, the company has significantly increased its R&D expenditures, reflecting its commitment to technological leadership. In addition, Xiaomi is actively expanding its global network of R&D centers, opening new laboratories in key technology hubs around the world. The technology leadership strategy allows Xiaomi to differentiate its products in a highly competitive market and maintain its image as an innovative company.   An efficient distribution model is the fourth key element of Xiaomi’s strategy. The company uses a combination of online and offline sales channels to optimize distribution costs and ensure wide coverage of the target audience. Xiaomi is actively developing a network of Mi Store stores, which not only serve as points of sale but also play an important role in shaping the brand experience of consumers. Online sales have traditionally been Xiaomi’s strong point. The company effectively uses its own online platforms, such as mi.com, to sell directly to consumers. In addition, online channels provide the company with valuable data on consumer behavior, which is used to optimize its product range and marketing strategies.
An analysis of Xiaomi’s market position in the global smartphone market shows a steady strengthening of the company’s position. In five years, Xiaomi has managed to increase its market share from 8.9% to 13.4%, establishing itself as the third largest smartphone manufacturer in the world. The growth in 2020–2021 is particularly impressive, when the company was able to take advantage of the difficulties of competitors, including Huawei, and significantly expand its presence in international markets.
Table 2.3. 
Xiaomi’s market position in the global smartphone market, 2019–2023
	Year
	Market share, %.
	Position in the rating
	Number of smartphones shipped, million units.

	2019
	8.9
	4
	124.5

	2020
	11.4
	3
	147.8

	2021
	14.1
	3
	190.3

	2022
	12.7
	3
	153.1

	2023
	13.4
	3
	165.7


Source: compiled by the author according to [56;57].

Despite a slight decline in market share in 2022 due to the global slowdown in the smartphone market, Xiaomi was able to restore positive momentum in 2023.   It is important to note that Xiaomi is showing success not only in quantitative indicators but also in qualitative growth. The company is gradually strengthening its position in the premium smartphone segment, which allows it to increase the average selling price and improve profitability.
Table 2.4. 
Xiaomi’s operating performance, 2019–2023.
	Indicator.
	2019
	2020
	2021
	2022
	2023

	R&D expenses, billion yuan
	7.5
	9.3
	13.2
	16.0
	18.4

	% of revenue for R&D
	3.6%
	3.8%
	4.0%
	5.7%
	6.1%

	Number of patents
	14,000
	17,100
	21,600
	27,400
	34,100

	Inventory turnover
	5.2
	4.9
	5.2
	4.8
	5.2

	Number of active MIUI users, million
	309.6
	396.3
	509.1
	558.9
	606.0


Source: compiled by the author according to [56;57].

An analysis of Xiaomi’s operating performance reveals a number of positive trends. The company has demonstrated a steady increase in investment in research and development, increasing R&D spending from RMB 7.5 billion in 2019 to RMB 18.4 billion in 2023. The share of R&D expenses in revenue increased from 3.6% to 6.1%, reflecting the company’s increased focus on innovation and technological development, which is also confirmed by a significant increase in the number of patents – from 14,000 in 2019 to 34,100 in 2023. Xiaomi’s inventory management efficiency has remained stable, with an inventory turnover rate of about 5 times per year, indicating the company’s ability to effectively manage supply chains and optimize inventory levels even as it rapidly expands its product portfolio. The growth in the number of active users of MIUI, Xiaomi’s operating system, is particularly impressive. In five years, this number has almost doubled from 309.6 million to 606.0 million users, which indicates the successful implementation of the Xiaomi ecosystem development strategy and the creation of a loyal user base, which is a key factor in the company’s long–term success. Evaluating the effectiveness of Xiaomi’s strategy and management approaches, we can highlight a number of the company’s strengths. Firstly, it is the ability to quickly adapt to changes in the market environment and effectively use new opportunities. Xiaomi has demonstrated this by rapidly expanding its presence in international markets in the face of weakening positions of some competitors.
The successful implementation of Xiaomi’s diversification strategy focused on developing an ecosystem of IoT devices and Internet services is a key factor in the company’s growth and strengthening its position in the global market. The strategy not only allows Xiaomi to expand its presence in various segments of consumer electronics, but also creates a synergistic effect, increasing the value of each individual product in the ecosystem.
Xiaomi’s IoT ecosystem covers a wide range of devices, including smartphones, smart TVs, fitness trackers, smart watches, electric scooters, air purifiers, robotic vacuum cleaners, smart home systems, and many others. The key feature of this ecosystem is its integration – all devices can easily interact with each other, creating a single smart space for the user. The growth in the number of active users of MIUI, Xiaomi’s Android–based operating system, is a clear indicator of the success of the diversification strategy. MIUI acts as a link between different devices in the ecosystem, providing a unified interface and seamless interaction. The increase in the number of MIUI users demonstrates not only the popularity of Xiaomi smartphones, but also the growing involvement of users in the company’s ecosystem as a whole.
It is important to note that Xiaomi’s diversification strategy is not limited to hardware devices. The company is actively developing a variety of Internet services, including streaming services, gaming platforms, financial services, and others.    Xiaomi’s strong focus on innovation and technological development is another key element of the company’s success, as evidenced by the growth of R&D investments and the number of patents obtained. This approach allows Xiaomi not only to maintain the competitiveness of its products, but also to create new market niches and shape trends in the industry. 
The growth in the number of Xiaomi patents is an important indicator of the effectiveness of the company’s R&D investments. Patents not only protect Xiaomi’s intellectual property, but also create opportunities for technology licensing and revenue generation.
However, despite its success in implementing its diversification and innovation strategy, Xiaomi faces certain challenges. The main one is the volatility of financial results, especially noticeable in 2022. This points to the need to further optimize the cost structure and improve operational efficiency.
It is important to note that these challenges are typical for companies that are in a phase of active growth and invest significant resources in innovation and business expansion. Xiaomi’s ability to effectively manage these challenges will be key to its long–term success. The successful implementation of its diversification strategy and focus on innovation provide Xiaomi with a solid foundation for further growth. The ecosystem approach allows the company not only to expand its presence in different market segments, but also to create unique value for users, increasing their brand loyalty.
The growth in the number of active MIUI users is a particularly important indicator, as it reflects not only the popularity of Xiaomi smartphones, but also the success of the company’s entire ecosystem. MIUI acts as a central element that connects various Xiaomi products and services, creating a unified user experience.
Xiaomi’s focus on innovation and technological development, as evidenced by the growth of R&D investments and the number of patents obtained, is critical to maintaining the company’s competitiveness in the long term. This allows Xiaomi not only to respond to current market needs, but also to shape future trends in the consumer electronics and IoT industries.
However, the volatility of financial results, especially noticeable in 2022, points to the need to further improve Xiaomi’s operating efficiency, including optimizing the cost structure, improving supply chains, developing high–margin services, and effective risk management.
It is important to note that these challenges are not unique to Xiaomi, but are typical of many technology companies that are actively investing in innovation and business expansion. Xiaomi’s ability to effectively manage these challenges will be key to its long–term success in the global market.
In the context of global competition, Xiaomi’s strategy based on diversification and innovation looks promising. The company not only competes in the smartphone segment, but also creates a comprehensive ecosystem of products and services that allows it to differentiate itself from competitors and create additional value for users.
In addition, Xiaomi’s focus on emerging markets, where the company can utilize its "quality at an affordable price" strategy, creates significant potential for further growth. At the same time, the company is gradually strengthening its position in developed markets, especially in the IoT segment.
At the same time, the analysis also reveals certain challenges faced by the company. The main one is the volatility of financial results, especially noticeable in 2022, which indicates the need to further optimize the cost structure and improve operational efficiency. 
Another important challenge for Xiaomi is the need to balance growth and profitability. The company invests significant resources in the development of new business lines and technologies, which may temporarily negatively affect profitability. Overall, Xiaomi’s strategy and management approaches are proving effective in a dynamic and highly competitive market. The company is successfully strengthening its position in the global smartphone market, developing the IoT ecosystem and investing in innovation. At the same time, to ensure sustainable growth and improve financial stability, Xiaomi needs to continue to optimize its operating efficiency and diversify its revenue sources.
In general, Xiaomi’s strategy demonstrates the company’s ability to adapt to changing market conditions and seize new opportunities for growth. The focus on innovation, development of the IoT ecosystem, and global expansion allows the company to diversify its business and reduce the risks associated with the highly competitive smartphone market.
[bookmark: _Toc179417663]CHAPTER 3
IMPROVEMENT OF THE MANAGEMENT STRATEGY SYSTEM OF XIAOMI CORPORATION IN THE FACE OF GLOBAL CHALLENGES 

[bookmark: _Toc179417664]3.1. Formation of an algorithm for building Xiaomi’s strategic management program

Formation of an effective algorithm for building a strategic management program is a critical task for Xiaomi Corporation in the context of global challenges and intense competition in the consumer electronics market, the algorithm should take into account the specifics of the company’s business model, its current market position, and the dynamics of the external environment. The proposed algorithm for building a strategic management program for Xiaomi consists of several successive stages, each of which has its own specific tasks and methods of implementation.
The first stage of the algorithm involves a comprehensive strategic analysis, which includes a detailed study of the company’s external and internal environment. The analysis of the external environment should cover macroeconomic factors, technological trends, competitive environment and regulatory aspects in the key markets where Xiaomi operates. Particular attention should be paid to the analysis of trends in the market for smartphones, IoT devices and related services, as these areas are key to the company’s business model. To conduct this analysis, it is advisable to use tools such as PEST analysis and Porter’s Five Forces model.
An analysis of Xiaomi’s internal environment should focus on assessing the company’s resources and competencies, organizational structure, corporate culture, and the efficiency of business processes. It is important to conduct a detailed audit of the company’s technological potential, assess the effectiveness of the existing ecosystem of products and services, and analyze financial performance in recent years. For this stage of analysis, tools such as VRIO analysis and value chain analysis can be used. 
The second stage of the algorithm involves reviewing and, if necessary, adjusting Xiaomi’s mission and vision. The company’s mission should clearly reflect its purpose and role in society, and the vision should set ambitious but achievable goals for the long term. It is important that Xiaomi’s mission and vision take into account global trends, such as digital transformation, the development of artificial intelligence and the Internet of Things, and reflect the company’s commitment to innovation and value creation for consumers.
The third stage of the algorithm focuses on setting strategic goals for Xiaomi. These goals should be specific, measurable, attainable, relevant, and time–bound (SMART). Xiaomi’s strategic goals can cover aspects such as market share in key markets, financial performance (revenue, profitability, ROI), innovation activity (number of new products, patents), ecosystem development (number of active users, level of product integration), and sustainability indicators.
The next stage of the algorithm involves the development of strategic alternatives for Xiaomi’s development. Based on the analysis and goals set, various strategy options are formed, which may include a strategy to strengthen its position in the smartphone market through innovation and product line expansion, a strategy to actively develop the ecosystem of IoT devices and related services, a strategy of geographic expansion with a focus on emerging markets, a strategy of diversification into new market segments (e.g., electric vehicles or financial technologies), and a strategy of vertical integration to strengthen control over the value chain.
The strategy of strengthening its position in the smartphone market through innovation and product expansion focuses on Xiaomi’s core business of manufacturing smartphones. It involves intensifying innovation activities to create unique products that will stand out in the market and expanding the product line to cover different consumer segments, the strategy includes increasing investment in R&D to develop breakthrough technologies in the field of mobile devices, expanding the smartphone line to cover all price segments, focusing on the development of unique features and design, strengthening the integration of smartphones with the Xiaomi IoT ecosystem, and developing partnerships with key component suppliers. The benefits of this strategy include the possibility of strengthening Xiaomi’s position in its key smartphone market, increasing the average selling price and margins. However, this strategy also carries the risks of high competition in the smartphone market and potential market saturation. 
The strategy of active development of the ecosystem of IoT devices and related services is aimed at expanding and deepening the Xiaomi ecosystem, creating a more integrated and comprehensive user experience, the strategy provides for the expansion of the range of IoT devices, including smart appliances, smart home devices, wearable gadgets, etc. An important aspect is the development of software platforms and services that integrate these devices into a single ecosystem, and the strategy also includes the development of AI technologies to increase the "smartness" of devices and improve user experience. 
The advantages of this strategy are the possibility of creating a sustainable competitive advantage by creating an ecosystem that is difficult for competitors to copy, increasing user loyalty, and increasing the average revenue per user. However, this strategy requires significant investments in the development of new products and technologies, and is associated with the risks of entering new market segments for the company. 
The geographic expansion strategy with a focus on emerging markets is aimed at expanding Xiaomi’s presence in new geographic markets, especially in developing countries, the strategy may include adapting products to the specific needs of local markets, developing local partnerships and distribution channels, investing in marketing and branding to increase brand awareness in new markets. Particular attention may be paid to markets with high growth potential, such as India, Southeast Asia, Africa and Latin America. The advantages of this strategy are the possibility of significantly expanding the user base and increasing sales. However, this strategy is associated with the risks of cultural differences, regulatory restrictions and competition with local players. The strategy of diversification into new market segments, such as electric vehicles or financial technologies, is aimed at expanding Xiaomi’s presence in new, promising industries, the strategy may include the development of its own electric vehicles or components for them, the creation of fintech platforms for the provision of financial services, the development of technologies in the healthcare sector, etc. The advantages of this strategy include the possibility of creating new sources of income and reducing dependence on the smartphone market. However, this strategy is associated with high risks of entering new industries where Xiaomi may not have sufficient experience and competencies. The vertical integration strategy to increase control over the value chain involves expanding Xiaomi’s activities up or down the value chain, such as developing its own smartphone chipsets, investing in display or battery production, developing its own retail store network, a strategy that could help Xiaomi reduce its dependence on external suppliers, improve quality control, optimize costs, and increase margins. However, it also requires significant investment and carries risks of loss of flexibility and increased operating costs. Each of these strategic alternatives has its own benefits and risks, and the choice between them depends on many factors, including Xiaomi’s current market position, available resources, competitive environment, and long–term goals. It is also important to note that these strategies are not mutually exclusive, and Xiaomi may consider combining elements of different strategies to create an optimal development strategy.
The fifth stage of the algorithm involves evaluating and selecting the optimal strategy. For this purpose, methods such as the McKinsey matrix, scenario analysis, and the real options method can be used. It is important that the choice of strategy is based on objective criteria and takes into account both financial and non–financial aspects. In addition, the chosen strategy must be aligned with Xiaomi’s corporate culture and values.
The sixth stage of the algorithm involves developing a detailed plan for implementing the chosen strategy; the plan should include specific measures, deadlines, responsible persons and necessary resources. It is also important to identify key performance indicators (KPIs) to monitor the progress of the strategy. The seventh stage of the algorithm focuses on developing mechanisms for adapting the strategy to changes in the external environment, creating an early warning system to identify significant changes in the market, forming flexible organizational structures and decision–making processes, and developing a culture of innovation and continuous improvement.
The eighth stage of the algorithm involves developing a strategy communication program within the company. It is important to ensure that all Xiaomi employees understand and accept the new strategy, as this is a key factor in its successful implementation. The communication program may include holding strategic sessions, developing training materials, and creating a motivation system linked to strategic goals. The final, tenth stage of the algorithm for building Xiaomi’s strategic management program, which involves the development of mechanisms for evaluating the effectiveness of the strategy and its revision, is critical to the company’s long–term success, and is aimed at creating a system that will not only evaluate the results of the strategy implementation but also adapt it in a timely manner to changes in the internal and external environment. The essence of this stage is to develop a comprehensive approach to assessing the effectiveness of the strategy, which covers various aspects of the company’s activities and takes into account both quantitative and qualitative indicators. 
The first step in developing mechanisms to measure the effectiveness of the strategy is to define a set of key performance indicators (KPIs), which should reflect progress towards achieving Xiaomi’s strategic goals and cover various aspects of the company’s operations. It is important that the KPI system is balanced and includes both financial and non–financial indicators. For Xiaomi, the KPI system may include financial indicators such as revenue growth rate, sales margin, return on investment, free cash flow, and economic value added. Market indicators may include market share in key geographic markets, position in the smartphone manufacturer rankings, brand awareness, and customer loyalty index. Operational metrics may include inventory turnover, time to market, supply chain efficiency, and product quality. Innovation indicators can include the number of new patents, the share of revenue from new products, R&D investments as a percentage of revenue, and the number of successfully implemented innovation projects. Ecosystem development indicators can reflect the number of active MIUI users, the level of integration between different ecosystem products, the average number of Xiaomi devices per user, and revenue from Internet services per user. It is also important to include sustainability indicators, such as the company’s carbon footprint, the percentage of recycled materials in products, energy efficiency of products, and social impact.
To effectively evaluate Xiaomi’s strategy, it is necessary to develop a system for collecting and analyzing relevant data, the system must ensure timely receipt of accurate and complete information for calculating KPIs and making strategic decisions. The data collection and analysis system may include an integrated information system that combines data from various sources, business intelligence tools for data processing and visualization, predictive analytics systems for modeling future development scenarios, mechanisms for collecting feedback from customers and partners, as well as systems for monitoring the competitive environment and technological trends.
To ensure the relevance and effectiveness of Xiaomi’s strategy, it is necessary to establish a clear procedure for its regular review, the procedure should determine the frequency, format and participants of strategic sessions where the results of the strategy implementation will be analyzed and decisions on its adjustment will be made. The strategy review procedure may include quarterly management meetings to analyze key KPIs and discuss short–term adjustments, annual strategic sessions to analyze in–depth the results of strategy implementation and discuss possible changes in the company’s long–term development direction, as well as unscheduled strategic sessions in case of significant changes in the external environment.
An important aspect of this stage is the development of mechanisms that will allow Xiaomi to quickly adapt its strategy to changes in the internal and external environment, mechanisms that should ensure the flexibility of the strategy without losing its integrity and focus. Mechanisms for adapting the strategy may include scenario planning, an early warning system, flexible budgeting, the creation of cross–functional rapid response teams, and the development of a culture of experimentation.
To ensure effective implementation of the strategy, it is necessary to integrate its evaluation with Xiaomi’s overall performance management system, which will create a direct link between the company’s strategic goals and the daily activities of employees. Key aspects of such integration may include cascading strategic KPIs to the level of departments and individual employees, aligning the motivation and reward system with the achievement of strategic goals, incorporating strategic initiatives into employee development plans and training programs, regular communications on the progress of the strategy and its impact on the company’s operations, and creating a culture of strategic thinking at all levels of the organization.
To objectively evaluate the effectiveness of Xiaomi’s strategy, it is necessary to develop a comprehensive methodology that will allow analyzing various aspects of its implementation, the methodology should take into account both quantitative and qualitative indicators, as well as take into account the long–term consequences of strategic decisions. The methodology for assessing the effectiveness of the strategy may include an analysis of the achievement of strategic goals, an assessment of financial efficiency, an analysis of the competitive position, an assessment of innovation activity, an analysis of ecosystem development, an assessment of organizational development, and an analysis of progress in sustainable development.
An important aspect of strategy evaluation and review is the analysis and management of strategic risks. Xiaomi should develop a system to identify, assess and mitigate risks associated with the implementation of the strategy. A strategic risk management system may include regular identification and assessment of key risks, development of mitigation plans for critical risks, integration of risk management into strategic decision–making, creation of a risk–aware culture at all levels of the organization, and regular monitoring and reporting on the status of key risks.
To effectively implement the mechanisms for evaluating and reviewing the strategy, it is necessary to ensure the development of relevant competencies among Xiaomi’s management and key employees, which may include strategic management training programs, development of analytical and critical thinking skills, training in the use of strategic analysis and planning tools, leadership development, and experience exchange programs with other innovative companies.
An important aspect of evaluating the effectiveness of the strategy is ensuring transparency and accountability in the process of its implementation, which involves regular communication of the results of the strategy to all stakeholders, creating an internal reporting system on the progress of strategic initiatives, providing opportunities for employee feedback, regular presentations to the board of directors, and integrating strategic KPIs into the company’s public reporting.
Given the technology–driven nature of Xiaomi’s business, it is important to effectively leverage advanced technologies to support the strategy evaluation and review process, which may include using artificial intelligence systems to analyze large amounts of data and identify hidden trends, applying virtual and augmented reality technologies to visualize strategic scenarios, using blockchain technologies to ensure transparency and reliability of strategic data, and implementing machine learning systems to predict outcomes.

Fig. 3.1 Algorithm for building a Xiaomi strategic management program
Source: compiled by the author

The proposed algorithm for building Xiaomi’s strategic management program provides a systematic and comprehensive approach to the formation and implementation of the company’s strategy. It takes into account the specifics of Xiaomi’s business model, the dynamics of the technology sector, and the global challenges faced by the company. The implementation of this algorithm will allow Xiaomi to improve the efficiency of strategic management, strengthen its competitiveness and ensure sustainable development in the long term.
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Strategic support for Xiaomi’s global expansion and diversification efforts is a critical aspect of the company’s long–term development. In the context of the highly competitive and dynamic consumer electronics market, Xiaomi must develop and implement a comprehensive approach to expanding its presence in international markets and diversifying its product portfolio.
Xiaomi’s global expansion is based on several key strategic directions. Firstly, the company is focused on expanding its presence in emerging markets, especially in Southeast Asia, India and Latin America, markets characterized by high growth potential, a growing middle class and increased demand for affordable but high–quality technology products. Xiaomi’s strategy in these markets is to leverage its strong price–performance position, as well as to develop local partnerships and tailor products to the specific needs of local consumers.
For example, in India, which is one of Xiaomi’s key markets, the company is actively investing in local production, establishing a network of retail stores, and strengthening its brand through marketing campaigns targeting local audiences. Xiaomi is also adapting its products to the Indian market by introducing features that are particularly valued by local consumers, such as support for multiple SIM cards and battery optimization for use in unstable power conditions. In Latin America, Xiaomi is focusing on developing partnerships with local mobile operators and retailers to expand the distribution of its products. The company is also adapting its marketing strategy to take into account the cultural characteristics and consumer preferences of different Latin American countries.
The second important area of Xiaomi’s global expansion is to strengthen its position in developed markets, particularly in Europe and North America, which pose a significant challenge for Xiaomi due to intense competition, strict regulatory requirements and high consumer expectations for quality and innovation. Xiaomi’s strategy in these markets focuses on gradually building up its presence, starting with online sales channels and gradually expanding its offline presence. In Europe, Xiaomi has made significant progress, becoming one of the leading smartphone brands in a number of key markets, such as Spain, Italy and France. The company is actively developing its Mi Store network, which not only serves as a point of sale but also plays an important role in shaping the brand experience of consumers. Xiaomi is also strengthening its position in the premium segment by introducing flagship smartphone models that compete with Apple and Samsung products.
In the US market, Xiaomi faces additional challenges related to geopolitical factors and regulatory restrictions. The company has chosen a strategy of gradual entry into this market, starting with the sale of accessories and IoT devices, while working to overcome regulatory barriers to launch its smartphones. An important aspect of Xiaomi’s strategic support for global expansion is the development of a global supply chain and manufacturing system. The company is actively investing in manufacturing facilities outside of China to reduce dependence on a single market and optimize logistics costs. For example, Xiaomi has opened factories in India and Vietnam that not only serve local markets but also export products to other countries. Xiaomi is also developing a global research and development system by establishing R&D centers in key technology hubs around the world, which allows the company to attract international talent, be closer to local innovations, and adapt its products to the needs of different markets faster. For example, Xiaomi’s R&D center in Finland focuses on developing advanced smartphone cameras, leveraging the expertise of local experts in this field. Xiaomi’s diversification strategy is closely linked to global expansion and aims to expand the company’s product portfolio beyond smartphones. A key area of diversification is the development of the IoT and smart home ecosystem. Xiaomi offers a wide range of products, including smart TVs, fitness trackers, electric scooters, air purifiers, robot vacuum cleaners, and many other devices.
Xiaomi’s IoT strategy is based on creating an interconnected ecosystem where all devices can be easily integrated and managed through a single interface, which not only increases the value of each individual product for the consumer, but also creates a network effect that helps to retain customers and increase the average revenue per user.
To support the development of its IoT ecosystem, Xiaomi actively cooperates with partners, investing in startups and companies that develop innovative products in various categories, a strategy that allows Xiaomi to rapidly expand its product portfolio without spending significant resources on developing all products on its own. Another important area of Xiaomi’s diversification is the development of Internet services and software. The company invests in the creation of various applications and online platforms, including music and video services, gaming platforms, financial services, and others.   Xiaomi pays special attention to the development of its MIUI operating system, which is an important differentiator in the Android smartphone market. MIUI is constantly being improved, new features are added and the user interface is improved, which increases user loyalty to the Xiaomi brand. As part of its diversification strategy, Xiaomi is also entering new markets. For example, the company has announced plans to develop its own electric vehicle, investing significant resources in this project. an ambitious step that reflects Xiaomi’s desire to become a key player in the field of advanced mobility technologies. To support global expansion and diversification, Xiaomi is developing its organizational structure and management system. 
An important aspect of strategic support for global expansion and diversification is the development of the Xiaomi brand internationally. The company is working to strengthen its image as an innovative technology leader, not just a manufacturer of affordable smartphones. To this end, Xiaomi invests in global marketing campaigns, sponsorships of major sporting and cultural events, and develops partnerships with well–known brands and personalities.
Xiaomi also pays considerable attention to the development of its corporate social responsibility (CSR) on a global level. The company is implementing initiatives to protect the environment, support education and develop local communities in various markets.  
To support global expansion and diversification, Xiaomi is actively developing its talent management system. The company attracts international professionals with experience in different cultural environments, invests in training and development programs, and creates a culture that encourages innovation and entrepreneurship. An important aspect of strategic support is also the development of a risk management system associated with global expansion and diversification. Xiaomi is implementing mechanisms to monitor and mitigate risks associated with geopolitical factors, currency fluctuations, changes in the regulatory environment, and technological shifts. Xiaomi’s financial strategy is also being adapted to support global expansion and diversification. The company maintains a strong balance sheet that allows it to invest in new markets and technologies. Xiaomi is also developing its capital raising capabilities in international financial markets, which enhances its financial flexibility.
To support its diversification strategy, Xiaomi is actively developing partnerships and strategic alliances with key players in various industries. For example, to develop an electric car, the company is working with leading automotive and technology companies. In the field of IoT, Xiaomi is developing partnerships with home appliance manufacturers, smart home companies, and software developers. An important element of strategic support for global expansion and diversification is the development of a knowledge and innovation management system. Xiaomi is creating mechanisms for the effective exchange of experience and best practices between different divisions and regions. The company is also implementing systems to collect and analyze data on consumer behavior and trends in different markets, which allows it to quickly adapt its products and strategies. Xiaomi is also focusing on developing its digital infrastructure to support global expansion and diversification. The company is investing in a global customer relationship management (CRM) system, developing its big data analytics capabilities, and implementing advanced artificial intelligence technologies to optimize business processes. To support its diversification strategy, Xiaomi is actively developing its competencies in new technological areas. The company is investing in research and development in the areas of artificial intelligence, 5G, the Internet of Things, augmented reality and other advanced technologies.   
Strategic support for Xiaomi’s global expansion and diversification efforts is a comprehensive and multifaceted process that covers various aspects of the company’s operations, and is based on several key elements: expanding its presence in emerging markets, strengthening its position in developed markets, developing a global supply and manufacturing system, diversifying its product portfolio with a focus on the IoT ecosystem, developing Internet services and software, investing in innovation and new technological directions, and improving its product portfolio. The implementation of this strategy allows Xiaomi to adapt to the dynamic global market, diversify its revenue sources and strengthen its position as a leading global technology player.
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Improving the methodological support for Xiaomi’s strategic management activities is critical to maintaining the company’s long–term success in a dynamic global technology market, an area that requires innovative approaches that are consistent with Xiaomi’s unique business model and take into account the specifics of its ecosystem.
One of the key areas for improving the methodological support is the development of an integrated strategic planning system that combines elements of traditional strategic management with flexible methodologies typical for technology startups. The system, which can be called "Adaptive Strategic Planning 2.0," is based on the principles of a continuous planning cycle, rapid prototyping of strategic initiatives and their validation based on real market data.
The key element of this system is the creation of "strategic sprints" – short–term planning and implementation cycles that allow Xiaomi to quickly adapt its strategy to changes in the market environment. Each such sprint includes stages of analysis, idea generation, prototyping, testing, and scaling of successful initiatives, allowing the company to experiment with different strategic options, minimizing risks and maximizing the speed of learning.
An important aspect of improving the methodological support is the introduction of the Strategic Radar system, a comprehensive tool for monitoring and analyzing the external environment, which uses advanced artificial intelligence and big data processing technologies to collect and analyze information from various sources, from social media and news resources to patent databases and scientific publications. "Strategic Radar allows Xiaomi to detect early signals of changes in technology trends, consumer preferences, and the competitive landscape, providing a basis for proactive strategic planning.
An innovative approach to strategic analysis is the development of the Ecosystem Value Map, a tool that allows visualizing and analyzing the complex relationships between different elements of the Xiaomi ecosystem, the map reflects not only direct financial flows but also intangible forms of value exchange – data, user attention, network effects. Using this tool allows Xiaomi to optimize its ecosystem strategy, identify new opportunities for value creation, and make more informed decisions about investments and partnerships.
To improve the efficiency of strategic decision–making, Xiaomi is implementing a 360° Scenario Modeling system, which uses a combination of machine learning, expert opinion, and simulation modeling to create comprehensive scenarios for market and company development. The uniqueness of this approach lies in the fact that it takes into account not only quantitative factors but also qualitative aspects such as cultural trends, geopolitical risks, and technological breakthroughs.  


Fig. 3.2. Key elements of improving the methodological support of Xiaomi’s strategic management activities
Source: compiled by the author 

An important element of improving the methodological support is the development of the Strategic Learning system, a comprehensive approach to the development of strategic competencies at all levels of the organization, which includes not only traditional educational programs but also innovative formats such as strategic simulations, virtual laboratories for experimenting with business models, and cross–functional experience exchange programs. A special role in this system is played by the Xiaomi Strategic Academy, an internal think tank that conducts research in strategic management and develops methodologies tailored to the company’s specifics.
To improve the efficiency of strategy implementation, Xiaomi is implementing the Dynamic Management of Strategic Initiatives system. This system is based on the principles of Agile and the theory of constraints, allowing for flexible management of the strategic project portfolio. The key feature is the use of "strategic kanban boards" that provide visualization of progress and allow for quick reallocation of resources between initiatives depending on their performance and changes in the external environment.
An innovative approach to assessing the effectiveness of the strategy is the development of the 4D Strategic Metrics system, which goes beyond traditional financial indicators to include metrics in four dimensions: financial, market, operational and innovative. A special feature is the use of predictive metrics that allow assessing not only current performance but also the potential for future growth. The system also includes a "strategic pulse" – an integral indicator that reflects the overall state of strategy implementation.
To maintain strategic flexibility, Xiaomi is implementing the concept of "Strategic Options" – an approach that allows the company to maintain multiple strategic alternatives and quickly switch between them depending on changes in the external environment, the concept is implemented through the creation of a "strategic portfolio" – a set of potential strategic initiatives at different stages of development and validation. This portfolio is managed using real options valuation methods, which allows optimizing investments in strategic development.
An important aspect of improving the methodological support is the development of the Strategic Orchestration system, an approach to coordinating and synchronizing strategic initiatives at different levels and across different divisions of the company, which uses graph theory and system dynamics methods to model the relationships between different elements of the strategy and optimize their interaction. A key tool is the "strategic score" – a visual representation of the strategy that allows Xiaomi’s management to "conduct" a complex ensemble of strategic initiatives.
To improve the effectiveness of strategy communication, Xiaomi is developing a system called "Strategic Storytelling 2.0" that goes beyond traditional approaches to strategy presentation, using transmedia storytelling, virtual and augmented reality methods to create an immersive experience of the strategy. The key element is the "strategic narrative" – a coherent story about the company’s future that resonates with the values and aspirations of employees and stakeholders.
An innovative approach to strategic risk management is the implementation of the Strategic Fragility System, which is based on Nassim Taleb’s concept of fragility and aims to create organizational structures and processes that are not only resistant to shocks but also strengthened in the face of uncertainty and turbulence. The key element is "strategic stress tests" – simulations of extreme scenarios that allow to identify hidden vulnerabilities and develop the organization’s adaptive capabilities.
To support innovations in strategic management, Xiaomi is creating a Strategic Experiments Lab, a specialized unit that develops and tests new methods and tools for strategic management. The lab operates on the principles of open innovation, actively collaborating with academic institutions, management technology startups, and other technology companies.
Thus, the improvement of the methodological support for Xiaomi’s strategic management activities is characterized by a comprehensive and innovative approach that combines advanced management concepts with the unique features of the company’s business model, which allows Xiaomi not only to effectively adapt to the challenges of the global market, but also to form new standards of strategic management in the technology industry.
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CONCLUSIONS

1. The conceptual foundations of strategic management in the context of Chinese business are studied. It has been found that the Chinese approach to strategy is characterized by long–term orientation, pragmatism, adaptability and systematicity. It is based on the principles of Confucianism, Taoism and strategic thinking, which determines the specifics of goal setting, environmental analysis, selection and implementation of strategies in Chinese companies.
2. The article analyzes the specifics of strategic management of Chinese companies and the peculiarities of strategy formation in the Chinese technology sector. It is established that the key features are the proactive role of the state, focus on technological progress and innovation, aggressive expansion into foreign markets, active use of informal relations (guanxi), flexibility and adaptability to environmental changes.
3. The article provides a technical and economic characterization of Xiaomi as the object of research. The company is one of the leaders in the smartphone and Internet of Things markets, demonstrating rapid growth and global expansion. Its competitive advantages are innovation, an effective business model, a focus on price/quality ratio, and a developed ecosystem of products and services.
4. The article analyzes the industry environment and Xiaomi’s strategic position in the global market. The company operates in an environment of intense competition, technological shifts, and geopolitical risks. However, it maintains a strong position due to innovative products, effective strategies for entering new markets, and synergy of hardware and software within AIoT.
5. The economic and managerial analysis of Xiaomi’s activities is carried out. The company demonstrates high growth rates of revenue and profit, actively invests in R&D and global expansion. However, there are risks associated with reduced profitability and dependence on the smartphone market. The organizational structure and decision–making processes combine elements of startup culture and a global corporation.
6. The current approaches to strategic management in Xiaomi are evaluated. The strategy is based on technological leadership, scaling innovations, ecosystem development, and diversification into new markets. The process of strategy development and implementation is iterative and adaptive, focusing on market signals and experimentation. At the same time, there is room for improvement of strategic analysis and control tools.
7. An algorithm for building a strategic management program for Xiaomi has been developed. It includes the stages of strategic analysis, determination of mission and goals, development, evaluation and selection of strategy, implementation planning, evaluation and control of implementation. A key feature is the integration of adaptive planning tools, which allows for quick strategy adjustments based on changes in the environment.
8. Strategic solutions are proposed to support Xiaomi’s global expansion and diversification. They include focusing on emerging markets, entering the premium segment, developing new product areas (electric vehicles, fintech), deepening partnerships with industry leaders, localizing products and marketing, investing in global R&D centers and the brand.
9. Directions for improving the methodological support of Xiaomi’s strategic management activities are substantiated. It is proposed to integrate big data and artificial intelligence analysis tools to identify market signals, methods of scenario planning and stress testing of strategy, concepts of continuous strategic process and distributed leadership, approaches to performance evaluation based on a comprehensive system of indicators. 
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Стратегія  Xiaomi


Продуктова диференціація з орієнтацією на цінність


Commercial sourses


Global expansion


Ecosystem development 


Complex strategic analysis


Review of the objectives


Planning of strategic goals


Development of strategic initiatives


Assesment of the oprimal strategy


Development of the strategic realisation


Develompent of adaptation principles


Design of communication strategy


Monitoring system


Efficiency evaluation of the strategy



Adaptive strategic planning and innovations management 


Development of the strategic competentions


Risks and communications





Systens of monitoring and strategic assesment 



СЕО 


Chairman


Chairman of Poco 


Head of Mi Head of Redmi


2020	Revenue	Gross profit	Operating profit	Net profit	Assets	Equity	245.9	36.799999999999997	24	20.3	253.7	123.7	2021	Revenue	Gross profit	Operating profit	Net profit	Assets	Equity	328.3	58.3	26	19.3	292.89999999999998	137.4	2022	Revenue	Gross profit	Operating profit	Net profit	Assets	Equity	280	47.6	2.8	2.5	273.5	143.9	Change 2022/2020, %.	Revenue	Gross profit	Operating profit	Net profit	Assets	Equity	0.13900000000000001	0.29299999999999998	-0.88300000000000001	-0.877	7.8E-2	0.16300000000000001	Indicator


Change 2022/2020, %.



Profitability of Sales, %.	2020	2021	2022	8.3000000000000007	5.9	0.9	Return on Assets (ROA), %.	2020	2021	2022	8	6.6	0.9	Return on Equity (ROE), %.	2020	2021	2022	16.399999999999999	14	1.7	Current Liquidity Ratio	2020	2021	2022	1.63	1.61	1.79	Financial Independence Ratio	2020	2021	2022	0.49	0.47	0.53	Indicator




