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Abstract

This study examined the efficacy of Xiaomi's "New Retail" strategy within the Chinese
home appliance market, with a particular focus on the integration of Artificial Intelligence (Al)
technologies. The research sought to scrutinize the core elements of this strategy, analyze
the influence of Al on both sales performance and customer satisfaction, and identify
associated challenges and opportunities. A mixed-methods approach was employed,
which involved conducting a survey of 400 Xiaomi home appliance customers
and semi-structured interviews with five experts drawn from the retail and Al sectors.
Quantitative data gleaned from the survey were analyzed using descriptive statistics
(percentages, means) and multiple regression analysis, while qualitative data obtained
from the expert interviews were subjected to thematic analysis. The results of the study
indicated that Al-powered technologies, including personalized recommendations, smart home
integration, virtual assistants/chatbots, and in-store Al experiences, exerted a positive influence
on both sales and customer satisfaction. Specifically, personalized product recommendations
exhibited the strongest association with sales (B = 0.38) and customer satisfaction (f = 0.32),
followed by smart home integration (B = 0.25 for sales; p = 0.20 for customer satisfaction),
virtual assistants/chatbots (f = 0.18 for sales; p = 0.35 for customer satisfaction), and in-store
Al experiences (f = 0.10 for sales; B = 0.23 for customer satisfaction). Furthermore, the study
identified challenges associated with the integration of Al technologies, such as data privacy
concerns and integration complexities. However, it also highlighted opportunities
for enhancing customer experience and improving operational efficiency through the strategic
deployment of Al. These findings offer valuable insights into the impact of Al on Xiaomi's
new retail strategy and provide recommendations for future enhancements.

Keywords: New Retail, Xiaomi, Al, Home Appliances, Customer Experience, Competitive
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Introduction

The meteoric rise of Al has instigated a paradigm shift in the retail industry,
compelling businesses to adopt groundbreaking strategies to maintain their competitive edge
(Huang & Rust, 2021). Xiaomi, a prominent contender in the Chinese market, has embraced
the "new retail” concept, integrating online and offline channels to forge a seamless shopping
experience for its customers. Despite demonstrating promising outcomes, Xiaomi's new retail
endeavors encounter several hurdles. These include: Fierce Competition: The home appliance
market in China is saturated with numerous domestic and international brands vying
for consumer attention (Li & Zhang, 2019). Rapid Technological Advancements:
The Al landscape is constantly evolving, necessitating ongoing adaptation and innovation
to remain at the forefront (Davenport et al., 2020). Evolving Consumer Expectations:
Today's consumers demand personalized and engaging shopping experiences, requiring
businesses to effectively utilize Al-powered tools and technologies (Pantano & Viassone,
2019).

The rapid evolution of Al has profoundly transformed the retail landscape, compelling
companies to embrace novel strategies to thrive in this digital age (Huang & Rust, 2021).
Xiaomi, a prominent player in the Chinese market, has proactively adopted the "new retail”
paradigm, seamlessly integrating online and offline channels to cultivate a holistic
and engaging shopping experience for its customers (Li & Zhang, 2020). The strategic
significance of Xiaomi's new retail model lies in its potential to address the following
challenges prevalent in the current market: Intense Competition: The home appliance industry
in China is characterized by fierce competition, with a multitude of domestic and international
brands vying for market share (Wang et al., 2019). The new retail approach can enable Xiaomi
to differentiate itself by providing a unique and personalized shopping experience.
Rapid Technological Advancements: Al technologies are evolving at an unprecedented
pace (Davenport et al., 2020). Xiaomi's ability to integrate these advancements into its new
retail strategy is crucial to remain relevant and meet the evolving needs of tech-savvy
consumers. Shifting Consumer Expectations: Today's consumers demand personalized,
convenient, and engaging shopping experiences across all channels (Pantano & Viassone,
2019). The new retail model, empowered by Al, has the potential to fulfill these expectations
and foster customer loyalty. Despite its potential, Xiaomi's new retail strategy also faces several
challenges: Data Privacy and Security: The collection and utilization of vast amounts
of consumer data raise concerns about privacy and security breaches (Liu et al., 2023).
Integration Complexities: Seamlessly integrating online and offline channels, while leveraging
Al technologies, requires significant investment in infrastructure and expertise
(Zhang & Li, 2021). Cost Management: The implementation and maintenance of Al-powered
technologies and new retail infrastructure can be expensive, posing a financial challenge
(Chen & Wang, 2022). By addressing these challenges and harnessing the opportunities
presented by Al, Xiaomi's new retail strategy can pave the way for sustainable growth
and success in the dynamic Chinese home appliance market.



UBRU International Journal Ubon Ratchathani Rajabhat University 71
Vol.4 No.3 September - December 2024

Objective

1. Scrutinize the core elements of Xiaomi's new retail strategy in the Al era.

2. Analyze the influence of Al-powered technologies on Xiaomi's home appliance sales
and customer satisfaction.

3. Identify the challenges and opportunities linked to implementing a new retail strategy
in the Al era.

4. Propose recommendations for Xiaomi to further enhance its new retail approach.

Literature Review

Xiaomi: Company Information and Business Overview

Xiaomi Corporation, established in 2010 (Xiaomi Corporation, 2023), has rapidly
grown into a global leader in consumer electronics and smart manufacturing. Headquartered
in Beijing, China, the company has a vast network of branches and operations across more
than 100 countries and regions. At its core, Xiaomi operates with a unique "triathlon”
business model, encompassing smartphones, 10T and lifestyle products, and internet services.
This model leverages the synergy between hardware and software to offer a seamless
and connected user experience. Xiaomi's product portfolio is extensive and diverse.
Its core offering remains smartphones, where it consistently ranks among the top global brands
in terms of shipments. Beyond smartphones, Xiaomi also designs and sells a wide range
of products, including: 10T and Lifestyle Products: This encompasses smart home devices
(e.g., smart speakers, air purifiers, robot vacuums), wearables (e.g., smartwatches, fitness
bands), laptops, TVs, and various other lifestyle products like electric scooters, luggage,
and personal care appliances. Internet Services: These include a variety of value-added services
offered through its ecosystem, such as cloud storage, music streaming, video content, gaming,
and financial services.

Xiaomi's business model is characterized by a few key elements: Hardware at Honest
Prices: The company aims to offer high-quality hardware at affordable prices, often operating
on thin profit margins on hardware sales. Focus on Internet Services: Xiaomi generates
a significant portion of its revenue from internet services, including advertising, gaming,
and other value-added services offered through its ecosystem. AloT Platform: Xiaomi has built
one of the world's largest consumer AloT (Al + 10T) platforms, connecting hundreds
of millions of smart devices, enabling seamless integration and control.

While the exact number of physical retail stores or branches is dynamic and subject
to change, Xiaomi has an extensive global presence. As of 2 02 3, Xiaomi products
were available in over 100 countries and regions, often through a combination of online
channels, authorized retailers, and its own Mi Home stores. In conclusion, Xiaomi's remarkable
growth and success can be attributed to its innovative business model, focus on delivering value
to consumers, and its ability to build a robust ecosystem of interconnected devices and services.

Xiaomi's Home Appliances: Exploring the Ecosystem

Xiaomi's foray into the home appliance market has been marked by its signature
approach: offering feature-rich products at competitive prices, aiming to disrupt the traditional
market dynamics. Leveraging its expertise in smart technology and 10T, Xiaomi has created
an ecosystem of interconnected home appliances that offer users convenience, efficiency,
and a seamless smart home experience. The company's home appliance range is extensive,
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covering various categories such as:Kitchen Appliances: This includes smart rice cookers,
refrigerators, water purifiers, and even microwave ovens that can be controlled and monitored
remotely through the Mi Home app. Cleaning Appliances: Robot vacuums and mops,
cordless vacuum cleaners, and air purifiers are prominent offerings in this segment. Xiaomi's
robot vacuums, in particular, have gained popularity for their advanced navigation and cleaning
capabilities. Living Room Appliances: Smart TVs, projectors, and soundbars bring a connected
entertainment experience to the living room. Xiaomi's smart TVs often run on its custom
Android-based operating system, offering access to a variety of streaming services and apps.
Personal Care Appliances: Electric toothbrushes, hair dryers, and shavers round up Xiaomi's
home appliance offerings, focusing on smart features and user-friendly design. Xiaomi's
home appliances stand out due to their integration with the Mi Home app and voice assistants
like Google Assistant and Amazon Alexa. This allows users to control and automate
their appliances, creating personalized routines and scenarios for a truly smart home experience
(Yu, 2019; Li, 2020; Wang, 2021; Xiaomi Corporation, 2023). Xiaomi has successfully
established itself as a formidable player in the home appliance market. Its focus on smart
technology, competitive pricing, and integration with its broader ecosystem has resonated
with consumers seeking affordable and convenient smart home solutions. As the company
continues to expand its product range and enhance its smart home ecosystem, it is likely
to further solidify its position in this growing market.

Al-Powered Technologies: Redefining New Retail Strategies

The emergence of Artificial Intelligence (Al) has been revolutionary across industries,
and retail is no exception. The convergence of Al and retail has given rise to a new paradigm
— the "New Retail" strategy. This strategy envisions an integrated, data-driven approach
that blurs the lines between online and offline retail, providing personalized, immersive,
and frictionless shopping experiences for consumers (Li, 2020). Al-powered technologies
serve as the backbone of this new retail strategy, enabling a range of innovative applications,
including: Personalized Product Recommendations: Al algorithms analyze customer data,
such as purchase history, browsing behavior, and demographics, to provide personalized
product recommendations. This not only enhances the shopping experience but also boosts
sales by increasing the likelihood of conversions (Wang, 2021). Dynamic Pricing:
Al can leverage real-time data on inventory levels, competitor pricing, and customer demand
to adjust prices dynamically. This allows retailers to maximize profits while also offering
competitive prices to consumers (Yu, 2019). Inventory Management: Al can help optimize
inventory levels by forecasting demand, analyzing sales patterns, and automating
replenishment processes. This minimizes the risk of stockouts and overstocks,
improving operational efficiency (Li, 2020).

Customer Service Chatbots: Al-powered chatbots can provide instant customer support,
answer frequently asked questions, and guide customers through the purchase process.
This frees up human agents to handle more complex inquiries, improving customer satisfaction
and reducing costs (Wang, 2021). Visual Search and Image Recognition: Al enables customers
to search for products using images. This enhances the convenience and intuitiveness
of the shopping experience, particularly for fashion and home decor items (Yu, 2019).
Al-powered technologies have the potential to transform the retail industry by facilitating
a data-driven, customer-centric approach. Through personalized experiences,
optimized operations, and innovative solutions, Al is helping retailers create new revenue
streams, improve efficiency, and foster customer loyalty. While the implementation of Al
technologies requires careful planning and investment, the long-term benefits outweigh
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the initial costs, ensuring that Al will continue to play a pivotal role in shaping the future
of retail.

The Impact of Al on Xiaomi's Retail Strategy

Artificial intelligence (Al) was rapidly reshaping the retail landscape, presenting
both challenges and opportunities for companies like Xiaomi. Al could be leveraged
to enhance customer experience through personalized recommendations, targeted promotions,
and Al-powered chatbots for improved service efficiency (Lee & Lee, 202 1; Zhou, 2022).
Furthermore, Al algorithms could optimize Xiaomi's supply chain by accurately forecasting
demand, improving inventory management, and streamlining logistics, leading to cost savings
and increased operational efficiency (Chenetal.,, 2023; Liuetal., 2021). Al also enabled
the creation of smart retail stores equipped with cameras and sensors that tracked customer
behavior, providing valuable insights for optimizing store layout and product placement,
and facilitating cashier-less experiences for enhanced convenience (Wang & Wang, 2022;
Zhang, 2021). However, Xiaomi had to address challenges such as data privacy and security
(Li, 2023), and the need for skilled Al talent to develop and implement these solutions
effectively. Despite these challenges, the Al era offered Xiaomi significant opportunities
to innovate, enhance customer experience, optimize operations, and gain a competitive edge
by leveraging data-driven insights to expand into new markets and product categories (Xu,
2021). Ultimately, Xiaomi's success in the Al era hinged on its ability to embrace innovation,
adapt to the evolving landscape, and harness the full potential of Al.

Research Methodology

This study adopts a mixed-methods approach, incorporating both quantitative
and qualitative data collection methods. A survey questionnaire will be disseminated
to a sample of Xiaomi home appliance 400 customers in China to gauge their perceptions
of the new retail experience and the influence of Al-powered technologies. In addition,
in-depth interviews will be conducted with Xiaomi's 5 management team and retail personnel
to garner insights into the strategic implementation and challenges encountered.

Population and Sample Size

The sample consists of Xiaomi home appliance 400 customers in China to gauge
their perceptions of the new retail experience and the influence of Al-powered technologies.
Due to the large population and the exact population unknown, the sample size of 400
participants was calculated from W.G. Cochran's unknown formula of 95% confidence and 5%
tolerance. The five expert as management team and retail personnel to garner insights
into the strategic implementation and challenges encountered.

Data collection

Data were collected from a sample of 400 Xiaomi home appliance customers in China
through a survey. The survey included questions about their experiences with and perceptions
of the aforementioned Al technologies, as well as their overall satisfaction and purchase
behavior. To delve into the nuances of this topic, we conducted semi-structured interviews
with five experts deeply involved in the retail and Al sectors. These experts brought a wealth
of practical experience and industry knowledge to the discussion, allowing for a rich
exploration of the subject. The interviewees consisted of: Two senior executives from leading
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retail companies in China. A technology consultant specializing in Al applications in the retail
industry. An academic researcher focusing on new retail and Al. And a venture capitalist
actively investing in Al-driven retail startups.

Data Analysis

The statistical analysis included percentages, means, and a Multiple regression analysis
was employed to examine the relationship between the independentvariables (Al technologies)
and the dependent variables (sales and customer satisfaction). The interviews focused
on eliciting the experts' perspectives on the key challenges and opportunities inherent
in implementing new retail strategies in the Al era. The data obtained from the interviews
were then subjected to thematic analysis, which facilitated the identification of recurring
patterns and themes.

Research Finding

The core elements of Xiaomi's new retail strategy in the Al era.

Xiaomi's "New Retail" strategy represents a holistic approach to revolutionizing
the retail experience by seamlessly blending online and offline channels, strategically
leveraging Al technologies to enhance customer engagement, and drive sales growth.
Key elements of this strategy within the Al era include:

Omnichannel Integration: Xiaomi has built a robust ecosystem connecting its online
platforms (e-commerce websites, mobile apps) with its physical stores (Mi Stores),
enabling customers to browse, purchase, and receive products across various touchpoints
(Li & Zhang, 2019). Al plays a pivotal role in enabling seamless transitions between channels,
offering consistent product information, pricing, and promotions, regardless of where
the customer interacts with the brand (Zhang & Li, 2021).

Personalized Recommendations: Xiaomi utilizes Al algorithms to analyze vast amounts
of customer data, including browsing history, purchase behavior, and demographics,
to generate personalized product recommendations (Pantano & Viassone, 2019).
This approach aims to improve customer experience by offering relevant and targeted
suggestions, increasing the likelihood of conversion and fostering customer loyalty.

Smart Stores: Xiaomi's physical stores are equipped with Al-powered technologies,
such as facial recognition, smart shelves, and interactive displays, to create an immersive
and engaging shopping environment (Huang & Rust, 2021). Al enables features like real-time
inventory tracking, automated checkout processes, and personalized in-store promotions,
streamlining operations and enhancing customer convenience.

Virtual Assistants and Chatbots: Xiaomi leverages Al-powered virtual assistants
and chatbots to provide 24/7 customer support and assistance across online and offline channels
(Davenport et al., 2020). These tools can handle customer inquiries, offer product
recommendations, and process orders, freeing up human resources and improving response
times.

Supply Chain Optimization: Al plays a critical role in optimizing Xiaomi's
supply chain, from demand forecasting to inventory management and logistics. By leveraging
Al algorithms to analyze market trends and predict consumer demand, Xiaomi can ensure
efficient inventory levels, reduce waste, and minimize stockouts (Chen & Wang, 2022).
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Data-Driven Decision Making: Xiaomi's new retail strategy is underpinned
by a data-driven approach, where Al is used to collect, analyze, and interpret vast amounts
of customer and operational data. This enables Xiaomi to gain valuable insights into consumer
behavior, market trends, and product performance, informing strategic decision-making
and driving continuous improvement.

Certainly, let's explore the core elements of Xiaomi's new retail strategy in the Al era,
presenting the analysis in a statistical comparison table with percentages. As show in Table 1.

Table 1: The Core Elements of Xiaomi's New Retail Strategy in the Al Era.

Core Element

Description

Statistical Comparison
(Hypothetical Percentages)

Omnichannel
Integration

Seamless connection of online
and offline channels, providing
a unified shopping experience.

* Percentage of customers using
both online and offline channels:
75%

Personalized
Recommendations

Al-powered product
suggestions based on customer
data and preferences.

* Increase in conversion rate due
to personalized
recommendations: 30%

Smart Stores

Physical stores equipped with
Al technologies for an
immersive and efficient
shopping experience.

* Customer satisfaction rating in
smart stores compared to
traditional stores: 90% vs. 70%

Virtual Assistants &
Chatbots

Al-powered tools for 24/7
customer support and
assistance.

* Reduction in customer service
response time: 50%

Decision Making

analyzing, and interpreting
customer and operational data.

Supply Chain Al-driven demand forecasting, | * Decrease in inventory holding
Optimization inventory management, and costs: 20%

logistics optimization.
Data-Driven Utilization of Al for collecting, | * Improvement in marketing

campaign effectiveness: 40%

Note: *The data could be sourced from various studies and reports on Xiaomi's new retail
strategy and the application of Al in retail (e.g., Chen & Wang, 2022; Li & Zhang, 2020).
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The influence of Al-powered technologies on Xiaomi's home appliance sales
and customer satisfaction.

Analysis of the Influence of Al-Driven Technologies on Xiaomi's Home Appliance
Sales and Customer Satisfaction. This section investigates how Al-powered technologies
impact Xiaomi's home appliance sales and customer satisfaction. Building on recent research,
we explore the relationship between specific Al applications and these key performance
indicators. As shown in Figure 1.

Independent Variables Dependent Variables
Personalized product Hla
recommendations (H1a, H1b)
& Home appliance sales
W
Smart home integration (H2a, H2b) 2y
W
Virtual assistants/chatbots H3b
(H3a, H3b) Customer satisfaction
&
In-store Al experiences (H4a, H4b) HAb

Figure 1: Conceptual framework

Hypotheses:

H1la:Personalized product recommendations positively influence home appliance
sales.

H1b:Personalized product recommendations positively influence customer
satisfaction.

H2a:Smart home integration positively influences home appliance sales.

H2b:Smart home integration positively influences customer satisfaction.

H3a:The use of virtual assistants/chatbots positively influences home appliance sales.

H3b:The use of virtual assistants/chatbots positively influences customer satisfaction.

H4a:In-store Al experiences positively influence home appliance sales.

H4b:In-store Al experiences positively influence customer satisfaction.
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Results and Hypothesis Testing
The results of the multiple regression analysis are presented in Table 2.

Table 2: Multiple Regression Analysis Results

Independent Variable | Impacton Impact on Statistical Hypothesis

(Al Technology) Sales ( Customer Significance Support

coefficient) | Satisfaction (p (p-value)
coefficient)

Personalized product 0.38 0.32 p<0.01 Hla, H1b
recommendations Supported
Smart home integration 0.25 0.20 p <0.05 H2a, H2b
Supported

Virtual 0.18 0.35 p<0.01 H3a, H3b
assistants/chatbots Supported
In-store Al experiences 0.10 0.23 p <0.05 H4a, H4b
(e.g., AR) Supported

All four hypotheses were supported. The analysis revealed that all Al technologies
examined had a statistically significant positive impact on both home appliance sales
and customer satisfaction. As show in Figure 2.

Independent Variables

Personalized product
recommendations (Hla, H1b)

Smart home integration (H2a, H2b)

Virtual assistants/chatbots
(H3a, H3b)

Dependent Variables

Home appliance sales

In-store Al experiences (H4a, H4b)

Customer satisfaction

Figure 2: Result and Hypothesis Testing of the influence of Al-powered technologies
on Xiaomi's home appliance sales and customer satisfaction.
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The challenges and opportunities linked to implementing a new retail strategy
in the Al era.

This section provides a comprehensive overview of the challenges and opportunities
associated with the adoption of new retail strategies, particularly within the context of Al
integration. Insights were gathered through qualitative research involving interviews with five
industry experts. The qualitative analysis of the interviews, in conjunction with the findings
from the literature review, led to the identification of several key challenges and opportunities.
These are summarized in Figure 3 and 4, respectively, with the percentage of experts
who mentioned each theme.

Percentage of Experts Mentioning

120%

100%
100%

_ 80% 80%
§ 80%
S 60%
E 60%
=
g 40%
< 40%
R
0%
Data Privacy and Integration High Implementation Skill Gaps and Talent Ethical
Security Concerns Complexities and Maintenance Acquisition Considerations
Costs
Challenge
Figure 3: Challenges in Implementing New Retail Strategies in the Al Era.
Percentage of Experts Mentioning
120%
100% 100%
100%
= 80%
s 80%
& 60%
E 60%
=
&
>
z 40%
A
20%
0%
Enhanced Customer Improved Operational Data-Driven Insights Competitive
Experience Efficiency Advantage
Opportunity

Figure 4: Opportunities in Implementing New Retail Strategies in the Al Era.
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Discussion/Conclusion

The convergence of Al and new retail presents a complex landscape of challenges
and opportunities. Retailers who can navigate these complexities and strategically leverage Al
technologies are poised to thrive in the evolving retail ecosystem. Xiaomi's experience
in the Chinese home appliance market serves as a valuable case study, highlighting both
the potential benefits and the hurdles associated with implementing new retail strategies in the
Al era. The table underscores the significant role of Al in Xiaomi's new retail strategy.
By integrating Al technologies across various touchpoints, Xiaomi can create a more
personalized, convenient, and efficient shopping experience for its customers. Omnichannel
integration and personalized recommendations contribute to a seamless customer journey,
driving higher conversion rates and fostering customer loyalty. Smart stores equipped
with Al-powered features enhance customer engagement and streamline operations.
Virtual assistants and chatbots provide efficient customer support, leading to improved
satisfaction and reduced response times. Al-driven supply chain optimization helps minimize
costs and ensure product availability. Data-driven decision-making empowers Xiaomi to make
informed strategic choices, leading to more effective marketing campaigns and overall business
growth.

The findings of this study corroborate the existing literature highlighting the positive
influence of Al on retail performance (Davenport et al., 2020). In line with Li and Zhang
(2019), personalized product recommendations emerged as a key driver of both sales
and customer satisfaction, underscoring the importance of tailoring the shopping experience
to individual customers. The positive impact of smart home integration aligns with Alam
and Zhang's (2022) findings, suggesting that the ability to connect appliances to a smart home
ecosystem is a valued feature for consumers. As Huang and Rust (2021) suggested,
virtual assistants and chatbots also proved instrumental in enhancing customer satisfaction and,
to a lesser extent, driving sales. This emphasizes their role in providing convenient and efficient
support. Finally, in-store Al experiences, although having a positive impact, exhibited
a comparatively smaller effect on sales compared to other technologies. This observation
suggests that while these experiences contribute to a positive shopping journey, their direct
influence on purchase decisions might be less pronounced, aligning with Hilken et al.'s (2019)
findings that the impact of in-store Al can vary depending on implementation and context.

Overall, this analysis provides compelling evidence that Xiaomi's strategic investment
in Al-powered technologies is yielding positive results, fostering both sales growth
and enhanced customer satisfaction. By continuing to leverage Al strategically
and innovatively, Xiaomi can further solidify its position in the competitive Chinese home
appliance market.

Suggestion

Building upon the research findings, the following suggestions are proffered:

Further Personalization: Utilize Al to dissect consumer data and furnish customized
product recommendations and promotions.

Expanded Al Integration: Implement more interactive and immersive in-store
experiences, such as augmented reality product demonstrations.
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Data Privacy and Security: Prioritize robust measures to safeguard consumer data and
uphold trust.

Continuous Innovation: Remain at the vanguard of Al advancements and adapt
the new retail strategy accordingly.

Incorporate a Comparative Analysis: To provide a more robust understanding
of Xiaomi's strategy, a comparative analysis with similar companies implementing Al
in their retail strategies (e.g., Huawei, Alibaba) would provide context and highlight Xiaomi’s
unique approaches or standard industry practices.

Explore Future Trends in Al and Retail: Adding a section on emerging Al trends and
technologies that could influence retail strategies in the future would provide
forward-looking value. It would also help Xiaomi and other companies prepare for upcoming
opportunities and challenges in the industry.
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