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THE PROMOTIONAL STRATEGY IN COMPETITIVE SMARTPHONE MARKET: A CASE STUDY OF INDIAN AND
CHINESE MOBILE HANDSETS COMPANIES

SHWETA
ASST. PROFESSOR
DEPARTMENT OF COMMERCE
COLLEGE OF VOCATIONAL STUDIES
UNIVERSITY OF DELHI
NEW DELHI

In the real sense, India is the second largest mobile phone market and third largest Smartphone market across the world that makes it particularly attractive.
There are over 200 brands vying for 250 million units a year mobile phone market. As the market transitions to Smartphones, an array of Chinese manufacturers
have headed to India recently, with Lenovo, Xiaomi, Gionee and Oppo-- all are boasting a good portfolio of Smartphones. Not only this, Indian companies have
built their sales through massive imports—the bulk of that from China. Thanks to huge economies of scale, Chinese manufacturers hawk mobile devices at rock-
bottom prices to these Indian firms. Therefore Xiaomi has sold over 95K devices in its first month of launch and even a lesser knows company, Gionee is making
its presence felt in the Smartphone market with a correlated competition with India in terms of selling Moto G & Moto E models. This article expresses the
competitive idea of Indian and Chinese promotional market strategies adopted by their smart phones handsets companies and evaluates the factors that are
helping Chinese Smartphones to become an Indian market capturing hegemon with a cheaper cost promotional strategy. This article also addresses some
segment-related issues that show some promotional weakness of Indian handset companies to promote smartphones.

KEYWORDS

Home-Grown players, VFM strategy, technological superior segments, hands-free set.

INTRODUCTION

he increasing trend using Smartphone among the people is the main reason that has intensified the interest to research on this topic. People’s obsession

about the Smartphone has been increasing rapidly today. Mobile communication is continuously one of the hottest areas that are developing at a

booming speed, with advanced techniques emerging in all the fields of mobile and wireless communications. In real sense, Smartphone is a mobile phone
with advanced features and functionality beyond traditional functionalities like making phone calls and sending text messages. We are in an era where users buy
smart phones not just to be in touch, today’s consumers use it to express their thoughts by using apps, for social networking, to show their interests, surf on the
internet, listen to music, play videos, play games, playback and recording, read news and jokes, navigation, to use built-in camera, chat instantly with friends &
families and even check their bank balances and much more. Due to same reasons the Smartphone is now become a common choice for consumers along with
the use in business as it was initially intended for business users only.
The latest surveys show that the popularity of Smartphone’s is increasing in general public with the more paces then it is increasing in Corporations. Initially the
Smartphone’s were only perceived for business use due to their cost and application, but not today, we are in a frenetic Smartphone society populated with the
Smartphone’s from many vendors providing a range of advanced functionalities and services on a piece of handset.
Nowadays cheaper smart phones are also available in the market. But price, quality, brand, country of origin, marketing, sales, word of mouth etc. could be
several factors that a consumer may think before buying a Smartphone. How much does brand of Smartphone affect the buying decision of a customer? As
there are various types of Smartphones available in market with varying price. And how they impact the customer buying decision? The handsets companies are
in the competition in terms of manufacturing their Smartphone handsets with more featured and cheaper in luring the customers. Just because of this
Smartphones promoting revolution, India’s telecommunication network is the second largest in the world based on the total number of telephone users (both
fixed and mobile/smart phone) in the developing world behind China. There are various Indian and Chinese phone manufacturers providing attracting handsets
like-- Celkon Mobiles, HCL Technologies Limited, iBall, Intex, Karbonn Mobiles, Lava, Micromax, Simmtronics, Spice Digital Limited, Videocon Companies
Limited,and Xolo, Lenovo, ZTE, Huawei, Xiaomi, Oneplus etc. But apart from achieving the premier stage the Indian Smartphones manufacturer companies are
scared about the competitive market segmentation in terms of Chinese handsets what are selling out in Indian markets rapidly.
Today’s Smartphone’s has been around since last six to eight years when Apple introduced the Smartphone in mass consumer market, but in reality the
Smartphone has been in market since 1993. Today’s Smartphone are quite different from the early Smart phone. Earlier Smartphone were predominantly meant
only for corporate users and were too expensive for the general consumers. But today’s Smartphone are closing the gap between enterprise centric and general
consumer centric Smartphone and providing advance features. The up-gradation in the mobile operating system started in 2008 and within last seven year there
have been several upgrades in Apple los, Android and Blackberry OS. The most popular mobile Operating systems (los, Android, Blackberry OS, Window mobile)
and key Smartphone vendors (Apple, Samsung, HTC, Motorola, Nokia, LG, Sony etc.) are concentrating to bring features both in operating systems and devices
which will provide exciting feature to enterprise and general consumers.
Just because of advance features and using Android technology the world’s mobile/smart phone handsets manufacture companies are coming in the
comprehensive competition in promoting their new handsets in the markets. India’s mobile handset market, of about 20 million units a month, saw two major
changes that overturned the pecking order in the April-June quarter of 2014. While home-grown Micromax, for the first time, elbowed out Korean giant
Samsung to become the firm selling the highest number of handsets in the country. Motorola’s gamble of taking the exclusive e-commerce route for its India re-
entry with Moto G, six months ago, struck gold in the Smartphone segment. According to Hong-Kong based Counterpoint Technology Market Research, in the
April-June period, Micromax’s share of the overall handset market (Smartphones, feature phones, and low cost handsets) stood at 16.6 %, while Samsung
settled for 14.4%. Nokia was relegated to the third spot with a 10.9 % share, while Karbonn’s share was 9.5% and lava’s 5.6 %. In the smart phone segment,
Motorola, it sells its products only through e-tailer Flipkart, surpassed formidable rival Nokia in sales to become the country’s fourth-largest Smartphone player.
Nokia was pushed to the fifth position. According to Counterpoint, Motorola had a 4.3% share, while home-grown players Micromax (19.1%) and Karbonn (5.9%)
were second and third respectively. And now Intex achieved No.3 position in overall Smartphone market share, which includes both Indian and MNC brands
according to latest Counterpoint Research & Cyber Media Research report.
The Indian handset market is the second largest in the world after China due to unprecedented subscriber growth. But in India 25% of the mobile phone market
is captured by the Chinese companies because of the liberal import policies of India. While Multinational mobile companies such as Nokia, Samsung, Motorola
and LG, who dominate the mobile handset space with over 75% of the market share. Karbonn is also facing an increased competition, Chinese smart phone
makers going ahead. The newest kid on the block, China’s Xiaomi, which also sells Smartphones in the country only through FlipKart, has sold 20,000 units in just
two weeks. In a statement, Xiaomi earlier said it sold the entire weekly stock for India in only five seconds. In addition, Gionee, another Chinese firm, is also
pushing its products aggressively in the Indian market, with average sales of 300,000 to 400,000 units a month.
To compete with china, Indian companies such as consumer goods giant Videocon, B K Modi owned Spice Mobiles, Usha Lexus, Delhi based Intex and Reliance
Communications, are joining the bandwagon by leveraging their brands and offering warranties which are not available on the Chinese products. As many as
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over six million GSM phones are sold every month in India. This market is expected to grow further, with the entry of new players and telcos moving to rural
areas.

Apart from this, Indian handset companies import most of their devices from china. Home—grown handset manufacturers- Micromax, Karbonn, Intex, Lava and

Maxx, which controlled 35% of the mobile handset market last year. Their rise is believed to showcase the success story of India's manufacturing sector. But, dig

a little deeper and the story looks less impressive. For, these home-grown mobile phone companies have built their sales through massive imports—the bulk of

that from China. Thanks to huge economies of scale, Chinese manufacturers hawk mobile devices at rock-bottom prices to these Indian firms. The prowess of

Chinese manufacturing can be gauged from the fact that last year 850 million devices—more than 50% of global production—were made in that country alone,

according to ABI Research (New York based Market Research and Market Intelligence Firm).

Though the growth opportunities are excellent of Indian Smartphone companies, there are many issues that need to be address for handsets manufacturing

sectors in India. Some of these aspects are as follows:

1.  Chinese companies, with names like Huawei, Xiaomi, Coolpad, Lenovo, ZTE, and even Alcatel (which is now part of TCL Corp., a Chinese electronics
company) are having a big impact both inside China and in emerging economies. These companies mostly sell unlocked Smartphones that run the Android
mobile operating system. They usually charge much lower off-contract prices than Apple and Samsung, including Indian Smartphones.

2. According to Strategy Analytics, out of the top 17 Smartphone makers globally in the third quarter, 10 were based in China. Xiaomi ranked third in total
production, and Huawei ranked fifth. The rest of the Chinese group in Strategy Analytics’ top 17 included Lenovo, ZTE, TCL Alcatel, Lenovo (formerly
Motorola under Google), Coolpad, Oppo, Vivo, Micromax and Tionee.

3. Chinese Smartphone companies also operate its own App store — like Google Play or Apple's App Store — keeping users in its ecosystem like Xiaomi. Xiaomi
known as Chinese Apple, the company also sells their phones in China and India, its second-biggest market, through online-only channels, keeping the cost
base down and appealing to a tech-savvy audience.

4.  China experienced explosive Smartphone growth in the last few years with almost 85% of mobile shipments expected to be Smartphones this year (up
from 58% last year), but India is not in position to do the same.

OBIJECTIVES OF THE STUDY

With the background, it is of interest to see how the Indian handset companies are addressing these aspects discussed above that is to ensure promotion of
their handsets in the world in comparison to china. Hence, the objectives of this research are:

1.  Toexplore if Indian Smartphone handsets companies promote their handsets and mobile devices in India and the other countries.

2. To analyze the competitive promotional strategies adopted by Indian mobile companies to defeat Chinese mobile handsets market.

REVIEW OF LITERATURE

Guy Klemens explores the history of the cellular phone from its beginnings in the 1940s to the present, this book explains the fundamental concepts involved in
wireless communication along with the ramifications of cellular technology on the economy, U.S. and international law, human health, and society. It also deals
with bandwidth and radio. Subsequent chapters look at precursors to the contemporary cell-phone, including the surprisingly popular car phone of the 1970s,
the analog cell-phones of the 1980s and early 1990s, and the basic digital phones which preceded the feature-laden, multipurpose devices of today (Guy
Klemens, 2010). In addition, the popularity of smart phones has created a wave in development of mobile friendly websites. More than 100 million people
actively use Facebook from their mobile devices every month, whereas mobile browser opera mini has more than 90 million users. Just a few years back,
Smartphones were more of a status symbol, but now they have become a must-have productivity aid, literally carrying a lot of information all in pocket
(Elizabeth Woyke, 2014).

While Rich Ling’s book provide the general background information on the growth of the worldwide mobile-phone market and also provide an interesting
account of the history of mobile telephony. It focuses is on discussing theories that examine the interaction between society and technology. He also focuses
that the mobile phone is also shown as being the cause of creating insecure situations, such as using your mobile phones while driving. This problem is being
tackled in countries such as the UK, where it is now illegal to use a mobile phone while driving unless you are using a hands-free set. But overall he point out that
the hands-free set came in the market just because of using mobile phones while doing another task as well. Now world is using Bluetooth, a new feature in
Smartphone markets (Rich Ling, 2004).

Gerard Goggin and Larissa Hjorth produced their idea on the basis of telecommunication and mobile technologies. They argue that in light of emerging forms of
software, interfaces, cultures of uses, and media practices associated with mobile media, this collection investigates the various ways in which mobile media is
developing in different cultural, linguistic, social, and national settings. Mainly, contributors consider the promises and politics of mobile media and its role in the
dynamic social and gender relations configured in the boundaries between public and private spheres. The essay collection is genuinely interdisciplinary, as well
as international in its range, with contributors and studies from China, Japan, Korea, Italy, Norway, France, Belgium, Britain, and Australia (Gerard Goggin and
Larissa Hjorth, 2009).

CCS Insight Report proclaims that recent years have witnessed a fundamental shift in the structure and dynamic of the global Smartphone landscape. Profit
margins have followed a similar if not worse trajectory to those in the PC industry and the strategic importance of mobile technologies has seen the Smartphone
market become incrementally more complex and competitive. In addition, barriers to entry have fallen dramatically, enabling a "long tail" of emerging
manufacturers that are collectively becoming a significant force. They are steadily expanding beyond their heartland of Shenzhen, China, exploiting the
advantages of low cost, the scale of their home market and their closeness to the supply chain. Chinese manufacturers benefit from enormous scale in their
home market. China will see shipments of 350 million Smartphones in 2014 and China Mobile alone is targeting sales of 100 million LTE (Long Term Evolution)
devices in 2014. This is enabling Chinese manufacturers to quickly expand to overseas markets. At the other end of the spectrum are the multitudes of Chinese
manufacturers, ranging from larger more-established players such as Gionee, Oppo, Yulong and Xiaomi to an abundance of smaller but growing operations. This
report concluded that the mobile phone and smartphone market has become more competitive, complex and connected over the past three years (CCS Insight
Report, June 2014).

IPSOS Business Consulting report states that India's handset market, one of the largest in the world, continues to grow strongly every year. Back in the early
2000s, mobile phones were typically only found in key urban centers and primary cities due to the low number of models in the market, high handset costs,
expensive tariffs and limited network coverage. The situation has changed over the past few years with the entry of more global brands and the emergence of
homegrown manufacturers in the handset market. Wider availability of more affordable handsets, including smartphones, and significantly lower call rates has
catalyzed growth in the market, most notably in rural areas. Competition within the crowded market is intense with more than 50 device manufacturers now
selling their products. Most of these companies focus on low cost feature phones. Smartphones penetration in India's mass market has accelerated with uptake
rising from 2.5 million handsets in 2009 to about 27 million in 2012. Previously the preserve of wealthier users, smartphones have become popular on the back
of greater technology usage and lower costs. Smartphone sales grew 35 per cent in 2012 when they accounted for 10-12 per cent of the total handset market.
This share is expected to rise to half of the market’s total expected sales of 156 million units by 2017. Domestic firms such as Micromax, Karbon, Lava and Intex
have launched handsets costing as little as half the price of a Samsung, Sony or HTC model. As a result they have significantly increased their share of the
handset market (IPSOS Business Consulting, 2014).

Adversely, China Smartphone Sector Report represents that the Chinese handset sector (represented by a basket of ten handset-related stocks in this report; see
table below) has outperformed the MSCI China Index by 23% so far this year 2014. China Mobile officially started to launch 4G services in January 2014. The
ramp-up in 4G subscribers accelerated in 2H14 after a slow start in 1Q14. Total 4G mobile subscribers reached 41m by September 2014. Monthly net 4G
subscriber addition reached 11m in August, and we believe it is very likely that China Mobile will exceed its 2014 4G subscriber target of 50m before the end of
the year. The 4G transition will drive a multiyear handset replacement cycle given the huge 3G and 2G subscriber base in China. Using China Mobile as an
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example, 2G and 3G users accounted for 64% and 31% of its total subscriber base of 799m as of September 2014, respectively. Xiaomi will also help to drive 4G
adoption with its “low-price/high specification” product offering. The company launched the Mi4, its first 4G Smartphone, in July 2014. The device offers
matching or even superior specifications compared to the iPhone 6/6+, but it is priced at just one-third of its Apple counterparts. Xiaomi is likely to ship 60m
units of the Smartphone in 2014, and management targets over 60% YoY growth in 2015 to 100m units. Xiaomi was the leader in the Chinese Smartphone
market in 2Q14, according to Canalys, with 15m units shipped (+240% YoY). Xiaomi’s suppliers will benefit from the ramp-up in shipment momentum. This
report also recommends investors avoid downstream China-centric handset brand owners who will be subject to mounting margin contraction risk in this
crowded and competitive market (China Smartphone Sector Report, 2014).

METHODOLOGY OF THE STUDY

This is an exploratory study to understand if India’s smart phones handset sector management is geared up to promote their handsets in India. A comparative
analysis was prepared to find out if the Indian smart phones handset companies’ management is geared up to promote their handset in India. In the depth of
this analysis some handset companies were taken to the outcome with the competitive manner but specially focus on the Chinese handset companies those
who are managing this sector with a great strategy and promotional ideas and investing in the world through this segment. The recommendations of the CEO’s
and researchers also were followed in this analysis who are forecasting about Smartphone handset segment that Chinese handset sector will promote their
handset with full fledge strategies and SWOT analysis to capture the Indian market and world’s market as well.

ANALYSIS AND DISCUSSIONS

The Smartphones companies (some Indian and Chinese respectively) that are for the study are: 1 Micromax, 2.Spice Digital Limited, 3. Intex, 4. Lava International
Ltd., 5. Karbonn Mobiles India pvt Itd., 6. Lenovo, 7. ZTE, 8. Huawei, 9. Xiaomi, 10. OnePlus.

Q.1. CREATING AWARENESS BY ADVERSITING TO HOME-GROWN SMARTPHONES IN INDIA AND ELSEWHERE: Indian Customers are not loyal and appreciating
the Indian brands. Spice, Intex, Lava, Karbonn and Micromax (sometimes), are facing very bad position against the competitors. Companies are maintaining very
bad relationship with its suppliers and laborers. Offering advanced technology products and positioning itself on the technology platform will not help a
company sell its products if it fails to communicate properly with the potential customers. To raise brand awareness and create strong, favorable and unique
brand associations. Indian handsets companies should adopt various marketing strategies like celebrity endorsement, corporate advertisements, highlighting its
technological superior segments and many promotional schemes because “Jo Dikhta Hai Woh Bikta Hai”. Indian handsets companies are not involved in
aggressive marketing and advertising of its products to develop attitude, create awareness and transmit information in order to gain a response from the target
market. Their main advertising channels should include ‘media’ such as newspaper (such as posters, bus sides, Delhi metro sides). It should try to promote their
brand with the SMS advertising also. Sudhir Hasija, Chairman of Karbonn mobile/smart phone, Headquartered in New Delhi indicated “We are very positive
towards the acceptability of this next generation of affordable Smartphones and are keen to utilize these critical turnkey solutions to bring quality, budget
Smartphone solutions to next-gen Indians”. With an intention of becoming a truly Indian yet multinational company, Hasija is all set to make Karbonn a Rs. 8,000
Crore player by the end of the current fiscal.

Q. 2. COMPARING PRICING FACTOR OF INDIAN AND CHINESE HANDSET MANUFACTURAING COMPANIES: In competitive markets, Pricing is one crucial
element that will decide the fate of a mobile/smart phone instrument. Recent surveys suggested that Indian Mobile Phone manufacturing Companies have
gained considerable market advantage and forayed into the MNCs (Multi National Corporations like Nokia, Samsung, Sony Erickson, LG, etc.) markets due to the
pricing advantage. This is noticed especially under the Rs. 5000 category. The local companies and Chinese companies are able to give matching features at
cheap prices and luring the consumers. Chinese players like Huawei, Xiaomi and ZTE are too exploring the boom in Indian markets big-time with phones in the
range of Rs 6,000 or around. As Sanchit Gogia, Chief Analyst & CEO, Greyhound Research asserts “In India, only less than 10% population has access to
Smartphones, with a price lower than $100 or Rs 5,000, it is going to be a common man’s Smartphone. That said, price alone does not drive demand. What is
missing till now is education on the ground - once Google decides to sell via retail model, more on-the-ground education about AndroidOne will help promote
the platform.”

Q. 3. PRODUCT DIFFERENTIATION OR FEATURES INDEED PERFORMS A VITAL ROLE IN COMPETITIVE MARKET SECTOR. Product Differentiation or Features plays
a main role in consumer decision making. This is clearly evident from the rise of sales of internet mobile/smart phones. Companies that have given access to the
net with speed and accuracy are marching ahead in this segment. For example, Xiaomi Mi3 has Category-defying performance, unbelievably low price, excellent
battery life, and decent build quality but it has Average camera performance and MIUI skin may not appeal to all. The most popular features other than calling
are Music Player (MP3), Internet, Touch Screen, and Dual SIM. Local companies are able to give four SIMs. Most recently, Internet giant Google rolled out
AndroidOne phones in India- Karbonn Sparkle V, Micromax Canvas A1, and Spice Dream UNO, priced at Rs 6,399. AndroidOne is an initiative designed to address
a nagging problem among earlier entry-priced Android Smartphones, which are said to offer an inconsistent user experience. The emergence of new Indian and
Chinese handset manufacturers, who offered smart phones at less than Rs 5000 with some new technical features accordingly, resulted in drop in the prices of
handsets in the country. The year 2010 saw sliding market share for the industry leader Nokia, while the other manufacturers like Samsung, LG, HTC and
Motorola rolling out new varieties of handsets.

Q.4. IMPROVING CUSTOMER SERVICE FOR HOME-GROWN HANDSET COMPANIES: Unfortunately, Micromax too suffers from the one big folly that ails Indian
consumer technology companies—inferior customer support. A few retailers, on condition of anonymity, have said that the customer support of Micromax is
bad (in as many words). Micromax's low cost and VFM (Value-for-Money) strategy has got it this far, but if it has to take on the biggies like Samsung and Nokia,
customer service is one area the company has to immediately work on. This could be the deal maker or breaker, going forward. While the manufacturer’s
Limited Warranty sets forth the warranty responsibilities of BlackBerry Limited and its affiliates (“BlackBerry”) regarding BlackBerry branded hardware products
and accessories manufactured by or on behalf of BlackBerry. While Chinese handsets have no warrantee and guarantee just because of companies do not have
their outlets and customer service centre. Its policy in terms of mobile/smart phones segmentation and other products is ‘use and throw’ only. Therefore, Indian
companies should reform in this sector and can take advantage from this Chinese policy.

CONCLUSION

It has to be observed that apart from pricing, marketing and branding, the following are some crucial areas that are immensely significant in Indian mobile/smart
phone handsets industry in terms of defeating competitor markets to achieve its success: First, The key driver of change in the mobile/smart phone handset
industry is technology. It is essential to develop unique software capabilities to bring innovative products, which cannot be easily imitated by competition.
Second, the observation mainly records all user activities on their Smartphone. Although the main usages such as voice, SMS, MMS, data and applications are
recorded, other minor usage such as Bluetooth, Disk storage space, Email, etc. are not well recorded. Although it is only minor usage, but these information are
needed to analyze the market segmentation on the perspective of handset manufacturer. Moreover, Additional recommendation for further research is to
analyze the interaction and correlation between actors in mobile/smart phones’ ecosystem based on the behavioral usage of customers. It is very interesting to
see in this observation that one actor in mobile ecosystem can cooperate with other actor to provide better services, therefore it is challenging to study in
depth on this type of relation by using customer behavior as the basis of analysis in judging this relation. International phone reviewers have responded
positively to Chinese discount Smartphones, favoring the friendly user experience provided at lower prices versus standard Smartphones available today.
Boosted by this, Chinese companies Xiaomi, Coolpad, and Lenovo have targeted other developing economies outside of their home country, including India,
Brazil and the Philippines. Therefore, India should think about it. Indian handset manufacturers also should show themselves to be aggressive and relatively
successful players in the largely under-tapped low-cost Smartphone market with a great promotional strategy.
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