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Abstract. This paper studies Xiaomi’s brand position, product system, and
company strategy. First, it examines Xiaomi’s brand concept of “touching peo-
ple’s hearts, being honest with prices” and how it has changed. Second, it ex-
plains Xiaomi’s products, from smartphones to the AloT ecosystem and Xiaomi
cars, and explores the underlying mechanisms behind the effectiveness of its
product strategy. The research adopts a literature review and case study ap-
proach, drawing on Xiaomi’s public reports, industry data, and relevant studies to
analyze its business model. The results indicate that Xiaomi’s success is rooted in
its “Triathlon” model, which integrates hardware, retail, and internet services,
and is underpinned by a robust fan culture and user co-creation.More im-
portantly, this model is also becoming in tune with a commitment to green sus-
tainability, as shown by its ambitions to be self-operated carbon-neutral by 2040
and its emphasis on the practice of the circular economy in product creation and
recycling. Another aspect noted in the study is that the expansion of the company
to the automotive industry is a significant move towards the creation of a single
smart life ecosystem. However, the research also identifies a series of challenges
such as increasing the cost of R&D, the high level of competition in the global
market, and the need to maintain innovation. On the whole, the case of Xiaomi
demonstrates that brand culture and ecosystem synergy can be used to enhance
the competitiveness and sustainability of the company in the global technological
market.

Keywords: Xiaomi, brand strategy, product ecosystem, AloT, business model

1 Introduction

Liu, Liu, Wang, and Jiang have pointed out that the success of Xiaomi's smartphones
stems from the company's strategy of differentiation. Xiaomi’s smartphones stand out
in market positioning: they offer high-end quality at prices significantly lower than
competitors, and their operating system is more user-friendly than those of rivals. The
word-of-mouth marketing strategy of Xiaomi is also different from that of other brands,
which helps the company reduce marketing expenses [!!. Building on this foundation,
the company—renowned for its innovative business model—has rapidly grown from a
smartphone startup to a global technology giant. Although there is a vast body of
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research on the technology sector, a major gap remains in the scholarly understanding
of the nuanced interactions between Xiaomi's unique brand culture, its wide-ranging
product ecosystem, and the company's strategic entry into the highly competitive
electric vehicle market. Most existing literature focuses solely on Xiaomi’s
“cost-effective” positioning, failing to explain how its fan community and supply chain
management—tied to its deep-rooted fan base—form a mutually reinforcing and highly
efficient business model. This paper addresses this research gap by investigating the
holistic nature of Xiaomi's business.

The primary objective of this research is to investigate Xiaomi’s brand strategy and
culture, its multi-product ecosystem (covering smartphones, AloT, and its new auto-
motive business), and its corporate development. More specifically, this paper seeks to
answer the following questions: How has Xiaomi's brand image evolved through its
co-creation with its users and what is the role of its sub-brand strategy? What are the
mechanisms for its "Triathlon" business model to work? What are the obstacles and
opportunities for its future growth with its expansion into the automotive industry?
Through combining the literature review and case study analysis which is based on the
public reports and the industry data, this research aims to provide a holistic analysis of
Xiaomi's strategic decisions. The insights derived from this study will not only be
valuable for other enterprises seeking to build resilient brands and product ecosystems
but also offer predictive guidance on Xiaomi’s future development path and potential
challenges.

2 Xiaomi’s Brand Strategy and Culture

2.1  The Origin and Development of Xiaomi Brand

Xiaomi was officially founded by Lei Jun in April 2010. At that time, China’s
smartphone market was in a phase of “disordered competition.” International brands
such as Apple and Samsung dominated the high-end market with technological ad-
vantages, while domestic brands mainly competed on price and lacked core competi-
tiveness. Lei Jun identified the “gap between users’ demand for high-performance
phones and high prices of such products.” He established Xiaomi’s initial positioning
as “Born to Be Mad,” which primarily targets tech enthusiasts who pursue high per-
formance and young consumers who care about experience but have limited budgetsf!.

2.2 Construction and Communication of Xiaomi Brand Image

Corporate culture is also a key component of Xiaomi's strategic development. Hao, Li,
and Li found that Xiaomi’s corporate culture was initially triggered by the community
economy and became an important advantage in the company’s future success. During
the early stages of Xiaomi’s development, its fan base grew rapidly and became a key
enabler of its digital marketing strategy 3. The core of Xiaomi’s brand image is “a tech
partner co-created with users.” Its construction focuses on “emotional connection +
scenario penetration,” forming a unique brand communication system.
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Xiaomi engages a large number of online fans in its R&D process during the de-
velopment of MIUI, which significantly enhances customer satisfaction and customer
loyalty. In the operation of its fan culture (Mi Fans), Xiaomi has built an interactive
system combining “online communities + offline events.” MIUI forums serve as the
primary online platform ™. Early initiatives such as the Honor Developer Group and
the Beta Fan Group were designed to invite core users to submit system bugs and vote
on feature updates. In the case of MIUI, the Elder Mode (later renamed to Simplified
Mode) was streamlined after receiving numerous complaints and suggestions from
elderly users. The forum also includes sections such as “Mi Fan Square” and “Resource
Sharing,” encouraging users to create phone themes, wallpapers, and tutorials, thereby
fostering an active user-generated content (UGC) ecosystem. In 2025, there were more
than 200 million registered users in MIUI forums and more than 5 million posts in a
month. Offline, Xiaomi strengthens emotional bonds through events such as the “Mi
Fan Festival,” the Mi Fan New Product Experience and Mi Fan Local Meetups.

2.3  Sub-Brand Strategy: Xiaomi, Redmi, POCO

Xiaomi has adopted a strategic sub-brand framework, which utilizes distinct product
lines to target different user segments. The Xiaomi main brand caters to high-end users
seeking the best technology and design, competing directly with brands such as Apple
and Samsung. Redmi, a sub-brand focused on cost-effectiveness, provides affordable,
high-quality smartphones to a broader audience, driving Xiaomi’s popularity in global
markets. The POCO brand is targeting youngsters and gamers and provides
high-performance phones and is dynamically expanding its presence in various coun-
tries through a flexible business model. The newest Mi car brand, Xiaomi Electric
Vehicles such as the SU7 and YU7, is another step in the integration of cars with
phones, homes, and devices as Xiaomi expands from products to cars.

3 Xiaomi’s Product Ecosystem Layout

3.1 Smartphone Business

By 2025, Xiaomi has secured the third position in the global smartphone market,
trailing only Apple and Samsung with shipments of approximately 162 million
smartphones. Xiaomi has achieved a significant breakthrough in the high-end market:
the Xiaomi 15 Ultra holds a 9.7% share in the 6,000 RMB+ price segment, while 32%
of its buyers are former iPhone users.!.

On the technology front, the Xiaomi 15 series is the first to adopt the Snapdragon 8
Gen4 and Xiaomi’s self-developed “Surge P3” image ISP, supporting 120x Al zoom
and 4K 120 fps Dolby Vision video. The screen has been upgraded to a 2K 120 Hz
LTPO OLED panel with a peak brightness of 3,000 nits.

On the channel side, Xiaomi Home stores worldwide have exceeded 25,000 in
number, achieving 92% coverage in county-level markets across China. Each store’s
annual sales per square meter reached 270,000 RMB, three times higher than traditional
retail stores. In emerging markets, Xiaomi has continued to expand with a “local cus-
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tomization + online direct supply” strategy: it has maintained the top position in India
for five consecutive years, while markets in Latin America and the Middle East have
achieved year-on-year growth of over 40%.

3.2 AloT Ecosystem

Xiaomi’s current business model follows an “Hardware + Internet + New Retail”
integrated framework(®). Xiaomi’s AToT builds the world’s largest consumer IoT eco-
system through an “investment + incubation” model, with a focus on hardware con-
nectivity and enhanced user experience to drive ecosystem expansion. Xiaomi has
invested in and incubated more than 400 ecosystem companies, including Huami and
Ninebot, to create a cooperative network that includes smart TVs, robot vacuums, rice
cookers, and others by 2025.

Huami Technology recorded $59.4 million in revenue in Q2, representing a 46%
year-on-year growth, driven by strong sales of its smart wearables like the Amazfit Bip
6 and Active 2. Ninebot launched the M5 smart electric scooters, which are equipped
with Lingbo OS that supporting offline OTA updates and smart accessory integrations.
The M5 P limited edition featuring an EVA mecha design, became a sought-after item
among collectors. In 2025, Xiaomi's IoT revenue and consumer product revenue
reached 38.7 billion RMB, while shipments of smart home appliances grew by 66.2%
year-on-year’),

On the technology side, MIUI boasts 100 million global users. Xiaomi’s Al assistant
“Xiao Ai” has 115 million daily active users (DAUs) and records 130 million daily
wake-ups, supporting Al-enabled functions such as poetry composition and ticket
booking. Through “Surge OS,” devices can connect seamlessly, enabling users to
control air conditioners, TVs, and other home devices. Car-home integration further
strengthens the ecosystem loop.

3.3 Xiaomi Auto Business

In 2021, Lei Jun announced that Xiaomi would enter the smart electric vehicle market,
marking a pivotal step in Xiaomi’s ecosystem strategy.The Xiaomi SU7, a high-end
smart EV positioned as a C-class performance sedan, was officially launched in March
2024, with a price range of 215,900-299,900 RMB. By July 2025, 220,000 cars were
delivered, and 75% of buyers were first-time car owners.

The Yizhuang Phase II factory started production in June 2025, with a planned
annual capacity of 300,000 units. It uses a “government-built + Xiaomi step-by-step
buyback” model. The first phase of 3 billion RMB capital was funded by local indus-
trial funds, which reduces early investment costs.

From 2025 to 2026, Xiaomi plans to launch three SUV models (including a 7-seater
variant) and one MPV model, covering a price range of 150,000-500,000 RMB. Its
target is to deliver 1 million cars globally in 2026. In Q2 2025, Xiaomi Auto reported a
gross margin of 12.8%, with a net profit of 8,200 RMB per unit ¥, Xiaomi expects its
automotive business to become profitable in 2026[%.
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4 Xiaomi’s Business Model Analysis

4.1 The Uniqueness of the “Triathlon” Model

Xiaomi’s “Triathlon” model encompasses three core pillars: hardware, new retail, and
internet services. Later, it was upgraded to “Triathlon 2.0,” which emphasizes the
multiplicative effect of hardware x retail x services®.

The hardware business, centered on high-quality and high-value smartphones and
AloT products, serves to attract users and expand market share. The new retail model
mixes online e-commerce and offline Xiaomi Home stores, delivering customers a
smooth shopping experience. By 2025, Xiaomi had established over 10,000 stores
worldwide.

Internet services are built on a large-scale hardware user base. Xiaomi generates
profits from advertising, app distribution, and value-added services (VAS) such as
cloud storage and video subscriptions. In Q2 2025, IoT and consumer products revenue
reached a record 38.7 billion RMB, representing a 44.7% year-on-year increase.

This model takes hardware as the traffic entry point and internet services as the
profit core, forming a unique closed loop. In 2025, it pushed Xiaomi’s revenue to grow
30.5% year-on-year, reaching 116 billion RMB.

4.2  Supply Chain Management and Cost Control

Xiaomi's robust supply chain is the cornerstone of its cost-effective strategy. Xiaomi
focuses on close cooperation with suppliers, production improvement, and reduction of
production costs. For instance, it adopts the model of "pre-sale + small batch produc-
tion" to mitigate inventory risks. Furthermore, Xiaomi caps its hardware profit margin
at 5%, converting cost savings into competitive advantages.

Its global supply chain helps lower production and logistics costs, enabling Xiaomi
maintain its competitive edge in pricing.Importantly, this management is also expanded
to the overall sustainability practices.

4.3 ESG Strategy and Sustainable Development

In addition to the so-called Triathlon model and strict cost control, ESG principles are
closely embedded in the strategy of Xiaomi to improve the long-term sustainability and
brand value in order to achieve operational carbon neutrality in 2040 and 100% use of
renewable energy in 2035. This environmental commitment manifests itself environ-
mentally e.g., by using the 3R principles Reduce, Reuse, Recycle in product design
e.g., 100% recyclable parts in the Mi Band 8 and green technology e.g., the Xiao Ai
low-power wake-up feature. Moreover, Xiaomi T8 Smart Factory has become carbon
neutral with the zero-landfill rate of 99.35 and the company has been actively en-
couraging carbon management of the supply chain and extensive recycling system of
electronic waste goals 38,000 tons recovery. On the social level, Xiaomi promotes
green practices by employees by maintaining an internal carrier account system and
engaging in the community good. It is an holistic ESG approach intertwined with the
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"Human-Car-Home All-Ecology" vision, where Al is used to promote the idea of green
innovation and overall resource optimization in its growing product ecosystem in-
cluding the low-carbon Xiaomi SU7 electric car.!',

5 Success Factors, Challenges, and Future Outlook

5.1 Key Success Factors

Xiaomi’s success stems from its focus on innovation and cost-effectiveness—two
factors that differentiate its products in the market. Xiaomi has built a comprehensive
ecosystem covering smartphones, AloT devices, and cars, which forms a closed loop to
foster customer loyalty.

In addition, Xiaomi developed a robust fan community and refined unique market-
ing strategies, such as "hunger marketing," to bolster its brand. In 2025, Xiaomi in-
vested 30 billion RMB in R&D and advanced its high-end strategy. It also shipped 42.5
million smartphones, which represents 14.4% of the global market share.

These factors have supported Xiaomi’s transition from a startup to a global tech-
nology leader. In the first quarter of 2025, for the first time, the company's revenue
exceeded 100 billion RMB.

5.2 Challenges

Nevertheless, Xiaomi still faces several challenges. Electronic markets are getting
overcrowded with smartphones, electric cars, etc., and they are competing hard with the
likes of Apple, Samsung, and Tesla. Global growth can be hindered by supply chain
disruptions and geopolitical risks such as trade restrictions.

New initiatives, particularly the automotive business, require substantial invest-
ments and have to comply with stringent rules. The global smartphone market stag-
nated in 2025, with Q2 sales declining by over 2% year-on-year. This stagnation has
squeezed profit margins, while automotive production capacity remains limited.
Xiaomi has encountered skepticism in the expansion of its car business in Europe due
to the problem of brand awareness.

5.3 Future Directions

Looking ahead, Xiaomi should prioritize three strategic actions: expanding its inter-
national presence, focusing on emerging markets, and optimizing local strategies. One
should pay attention to its overall sustainable development policy and make its hu-
man-car-home complete ecosystem environmentally friendly.It is also required to put
further investments in smart ecosystems, clean energy and artificial intelligence as
emerging growth opportunities in the technology, especially in meeting its goal of
achieving carbon neutrality in its operations by 2040 and 100 percent use of renewable
energy by 2035.
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If xiaomi want to continue to improve the core competitiveness of enterprises,
xiaomi must align its efforts with consumer demands, clarify the positioning of prod-
ucts in the target market, enhance your innovation ability, and strive to create a new
business model to find new growth points. Innovation should also consist of the 3R
principle (Reduce, Reuse, Recycle) in the design of products, the introduction of green
technology such as the Xiao Ai Al low-power smart wake-up technology (cutting down
on operating power by 15%), and the constant promotion of its electronic waste recy-
cling program goal of 38,000 tons in 2022-2026.Meanwhile, it should adopt tailored
marketing strategies for different consumer segments to continuously boost brand
loyalty. It should also seize the opportunity in the new 5G outlet to speed up the process
of impacting the high-end market, enhance the brand premium ability and enhance the
brand valuel'!l.

6 Conclusion

This paper has examined Xiaomi’s unique business model by analyzing its brand
strategy, product ecosystem, and strategic entry into the automotive industry. We have
demonstrated how Xiaomi has succeeded based on its “Triathlon concept of combining
hardware, new retail, and internet services to create mutual reinforcement. The study
has highlighted the role of Xiaomi’s brand image—rooted in emotional connection and
user co-creation—in fostering a loyal fan base (Mi Fans). This fan base not only pro-
vides valuable feedback but also acts as a powerful marketing asset. This fan-based
strategy combined with a strategic sub-brand positioning (Xiaomi, Redmi, POCO) has
enabled the company to capture a large number of consumer segments and gain a good
international presence.

The discussion has also illustrated how Xiaomi’s product ecosystem—ifrom its core
smartphone business to its extensive AloT network—forms a robust closed loop that
drives user engagement and profit generation. This ecosystem is further strengthened
by the seamless connectivity of devices through the Surge OS and the Al assistant,
called Xiao Ai, that forms a sticky user experience. Xiaomi’s latest and most strategi-
cally significant move—entering the electric vehicle market with the SU7—reflects its
ambition to expand its ecosystem beyond homes and personal devices to automobiles,
ultimately building a fully connected user experience.Most importantly, this type of
ecosystem of human-car-home is one of the main reasons behind its sustainability
agenda, which incorporates the concepts of the circular economy in creating its prod-
ucts, applying green supply chains, and striving towards its goal of carbon neutrality by
2040.

Although this paper was a holistic overview, it has several limitations. The infor-
mation relies on the public reporting, and a more comprehensive evaluation of the car
business profitability and effects would require a longer time frame research. These
limitations could be mitigated in future studies by an in-depth financial study of the
auto business in a multi-year period. Additionally, a comparative analysis of Xiaomi’s
brand strategies across different continents would provide deeper insights into its
international development.
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