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Abstract: The rapid development of the internet has made competitive strategy a critical fac-
tor for the success of enterprises. This paper explores the competitive strategies of game com-
panies and uses them as a guide to studying the differentiation strategy of miHoYo. By cre-
ating original game intellectual property, miHoYo has managed to gain consumer support
and increase its visibility. The company has been able to compete with Tencent and NetEase,
and has successfully "split the market in three" since its establishment in 2016. This study
found that miHoYo primarily competes in the market with a differentiated strategy in four
areas: brand, revenue, international design, and technology. The unique strategies developed
by miHoYo have had a direct impact on consumer perceptions and value, and have led to a
significant increase in the company's revenue. The findings of this paper provide valuable
insights for the management and strategy of other internet gaming companies.
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1. Introduction

In today’s era, where the video games industry is blossoming, most people are exposed to video
games. The configuration of smartphones and communication facilities have led to the growth of
demand in the Mobile game market, which is more popular than computer games because of its more
convenient and accessible features.

In 2011, three graduate students (Cai Haoyu, Liu Wei, and Luo Yuhao) from Shanghai Jiaotong
University formed a team and created the first game, "Fly me 2 the moon", the founder Cai Haoyu
said that Two-dimensional users were the initial target group of miHoYo, and hoped to create a game
genre of miHoYo’s style.

In 2012, miHoYo was officially registered and established, and then released the first game of
miHoYo’s self-built IP "Honkai’’. 2014 online "Houkai Gakuen 2" was a success in terms of data,
which not only exploded the game field of domestic anime but also helped miHoYo’s earnings grow
significantly. This also provides a strong guarantee for the miHoY o next game development. In 2016
the Honkai series extended to the emergence of "Honkai Impact 3", which established the status of
miHoYo in the Two-dimensional game. Honkai Impact 3 is also the perfect result of miHoYo’s ac-
cumulation and exploration.
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The success of miHoYo is inseparable from its original Two-dimensional IP. More and more game
companies are developing games and deeper creations of anime and novels based on it, which also
brings fierce competition in the market. Based on the above background, this paper will discuss the
market competition of handheld game operations and analyze the differentiation strategy of miHoYo.
Firstly, this study will review the strategy analysis of miHoYo and discuss the potential strategy of
miHoYo to achieve “overtaking” in the market operation afterward. Part 4 will analyze the differen-
tiation strategy of miHoYo, the current market context and industry background, and the strategies
of rivals, than analyze the company’s strategy compared to miHoYo’s, pointing out its current situa-
tion, development trend, and future opportunities and threats it faces.

2. Literature Review

Academics have mainly studied miHoYo in the form of case studies, mainly focusing on marketing
strategy analysis. Guo applied SWOT analysis to study in detail the strategy of miHoYo’s develop-
ment in various aspects. But in Guo’s study, although the advantages of miHoYo are given, it does
not highlight the differentiation strategy of miHoYo [1]. Zhang et al. introduced some game charac-
teristics sublimation about the Genshin Impact on going abroad, but their study was not linked to the
economic system [2]. Wang studied the value co-creation in the virtual brand community of games,
obtained the characteristics of miHoYo0’s game community HoYoLAB, and revealed the brand value
of this community [3]. Han analyzed the historical process of miHoYo’s operation in the case study
of miHoYo’s operation and should have discussed more of the present-day company’s strategy [4].
Li studied the advantages of entry of representative Chinese Internet companies. However, Li exam-
ines the advantages of representative Chinese Internet companies but still needs a strategic analysis
of the major game production [5]. Li analyzed the detail of Mihoyo’s strengths and weaknesses, but
improvement methods still needed to be proposed to address these weaknesses [6].

The current situation of Two-dimensional culture has also been covered in the academe. Liu and
Zhu introduced the development history of Two-dimensional culture, and the consumption charac-
teristics of Two-dimensional fans are presented. However, it needs a more specific comparison and
analysis of Two-dimensional products [7]. Zhu introduced two-dimensional culture’s development,
evolution, construction, and dissemination. Development, evolution, construction, dissemination, and
trend. However, it did not analyze the game company [8]. Jin introduced the whole Two-dimensional
communication and future trends. Still, it should have mentioned something about the effectiveness
of the game industry in producing IP and its attraction to consumers [9].

3.  Industry Background and Its Competition Strategy

When people’s requirements for the game industry increase nowadays, the game research and devel-
opment threshold also increases. The increase of this threshold has caused a kind of Matthew effect
that the stronger, the stronger, and the weaker. The game users gather the head products, making the
industry barriers in the game industry more obvious and causing the situation that a few new games
can be a big fire [10]. miHoYo has entered the list of head competitions in the field of hand games
through the great success of the Genshin Impact production. If analyze miHoYo’s competitors from
the enterprise perspective, they are Tencent and NetEase, respectively.

Tencent and NetEase have been leading the market in handheld games. They have a large share of
revenue in the Internet field, and these are the two most representative rivals of miHoYo. Tencent’s
"Honor Of Kings" and "Peace Elite" and NetEase’s "Fantasy Westward Journey" and "Onmyoji" are
the games that are currently the biggest hits and have most of the users in the game market. Tencent’s
"boutique industry chain strategy" focuses on its core products, engaging professional technical talent
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and targeting consumer demand. Tencent has also used multi-party partnerships to lower its consump-
tion threshold, such as partnering with telecom operators to stimulate consumer spending. Tencent
has the advantage of its social platform to provide good game marketing and promotion. Compared
with Tencent, NetEase’s advantage comes from its independent research and development and its
excellent innovation ability. NetEase pays much attention to after-sales service, which helps in im-
proving user stickiness. Tencent and NetEase will also use their usual trick of acquiring some new-
comers, which will not only solidify their current market position but also curb their worries in time.

4. miHoYo’s Differentiation Strategy

Compared with NetEase and Tencent, miHoYo has a small number of users and solid financial sup-
port. However, miHoYo’s right approach and unique differentiation strategy make it break out of the
grassroots of the handheld game industry.

4.1. Brand Differentiation (Producing Original IP)

An industry-leading business model with multiple product lines centered around well-known Ips.
miHoYo is one of the few companies in China with original Two-dimensional IPs and has inde-
pendently created a number of famous Two-dimensional IPs, such as "Honkai" and "Genshin Im-
pact". The company’s products cover various genres, including mobile games, comics, anime, light
novels, anime peripherals, etc. Each product type’s characters, the main storyline, and worldview
system are presented around the original game IP. The products promote each other, gradually form-
ing a delicate IP product ecosystem.

4.1.1.0riginal IP can gather a large user base and many core fans.

The audience-gathering effect of successful IP can provide a user base for new products, for example,
the company launched the mobile game "Honkai Impact 3" in September 2016, and the number of
new accounts exceeded 5 million in the first month of the product’s public test, and the game flow
exceeded 100 million yuan, which shows that the vast user base and a large number of core fans under
the "Honkai" IP have become a strong guarantee for the success of the company’s other products in
the future.

4.1.2. A corporate culture conducive to IP establishment.

The core corporate culture of miHoYo is Two-dimensional culture. Most of the company’s employ-
ees, from the grassroots to the senior management team, are creators and consumers of Two-dimen-
sional culture. This is conducive to establishing a Two-dimensional IP that miHoY o wants to create.
Employees can better produce new ideas for the company based on their love of this culture.

4.2. Revenue Differentiation (In-game Purchase Mechanism Strategy)

miHoYo’s games use IAP (In-app Purchase) for in-app billing. Except for the first game, "Fly Me 2
The Moon," made by the miHoYo team, which is a paid download game, all the games released by
miHoYo after that use the strategy of free download + IAP, that is, it doesn’t cost money to play the
game, but you need to spend money to buy the items in the game. This operation strategy is theoret-
ically more profitable compared to some paid APPs.

miHoYo’s revenue differentiation can also be felt in the players’ game experience. For example,
for two well-known game IPs, "Genshin Impact’” and "Honkai Impact 3", gamers with zero recharge
can spend more time on the game and thus accumulate game currency that they can only get by
recharging to use to get their favorite game characters.
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4.3. Internationalization Strategy

In terms of performance trends and the competitive landscape in the market, large manufacturers seek
stability and tend to act within their strategy to ensure certainty. Coupled with the market’s inherent
perception of product categories, they tend to avoid taking risks to try some uncommon areas. mi-
HoYo avoided the track of giant companies stronger than him, and the track he chose to major in
differs from those companies. At this point, miHoYo decided to think outside inherent thinking and
was preparing for the sea early on.

In September 2016, the launch of the 3D action hand game "Honkai Impact 3" opened the door
for miHoYo to go to sea. During this period, miHoYo products were continuously sold to South
Korea and Southeast Asia. According to the report of Korean data company IGA works, "Honkai
Impact 3" became the highest revenue domestic hand game in South Korea. Honkai Impact 3 has
successfully survived the crisis and become one of the top 10 Chinese games of 2018 and the top 10
most popular overseas games of the year. According to incomplete statistics, “Honkai Impact 3” was
second only to “Onmyoji’” in the water flow among domestic Two-dimensional hand games that
year. But the fame and fortune of miHoYo are facing a more complex game market.

In the recent release of miHoYo launched, the Genshin Impacts were also able to notice this. Be-
cause the Two-dimensional in Japan has always been in the mainstream market, the target group
audience is wide, so miHoYo, in the creation of the Genshin Impact of, this type of Two-dimensional
theme game, intentionally tends to the Japanese market, Genshin Impact, there is a city called
Inazuma, which was created according to Japanese architectural style. This also played a significant
role in miHoY o going abroad and solidifying the time difference overseas. This map shows the turn-
over accumulated by "Genshin Impact *” in two years from 2020 to 2022. The Genshin Impact reached
third place in the Top International Mobile Games chart after only two years of launch. These figures
prove the success of miHoYo’s internationalization strategy. The Fig.1 shows the growth ranking of
the Genshin Impacts in the global handicap from September 28, 2020, to September 26, 2022.

Top Grossing Mobile Games Worldwide from Sep. 28, 2020 to Sep. 26, 2022
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Honor of Kings PUBG Mobile Genshin Impact Roblox Candy Crush Saga

Note: Does not include revenue from third-party Android stores in China or other regions. Source: Sensor Tower Store Intelligence

(@ SensorTower Data That Drives App Growth sensortower.com

Figure 1: This picture shows Genshin Impact's global mobile game revenue ranking from September
28, 2020 to September 26, 2022 (Image from SensorTower).
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4.4. Technology Differentiation (R&D Integration Strategy)

4.4.1. At the level of product operation, miHoYo adopts the game management strategy of
integrating R&D and operation.

The integration of R&D and operation is the game product management strategy that the company
has been insisting on, and this strategy has the following advantages.

Compared with game developers who are not engaged in the operation, the company can grasp the
demand trend of game players for the first time and develop game products that adapt to market
changes; compared with operators who are not engaged in game development, the company holds the
copyright of online games and does not have the risk of losing the agency right.

The integrated R&D and operation business model can reduce the communication cost and the
risk of coordination failure between development and operation in the continuous operation of online
games and effectively solve the contradiction of profit distribution between game developers and
game operators.

In terms of profitability, miHoYo usually has a higher net profit margin and stronger profitability
than game operators who mainly distribute products; the company’s products gather a core fan base
and form word-of-mouth communication. At the beginning of the new product launch, the company
mainly conducts small-scale promotion on platforms or communities with a high concentration of
core Two-dimensional users to attract Two-dimensional core users to experience the company’s
games. The Two-dimensional core users have distinctive characteristics and are willing to communi-
cate with friends with similar interests. When they approve of the company’s products, they strongly
recommend them to their friends, forming effective word-of-mouth communication.

4.4.2. Another point of technological differentiation is the launch of the cloud version of
"Genshin Impact" by miHoYo.

"Cloud Genshin Impacts" takes up about 100mb of cell phone storage space, nearly 150 times smaller
than the 15GB storage space of "Genshin Impacts". Not only does it help free up storage space on
your phone, and it makes it possible for less-equipped devices to experience games with higher image
quality and frame rates. Because cloud-based games such as "Cloud Genshin Impacts" run on a com-
puter elsewhere, cell phones that download cloud-based games only need sufficient network speed to
play high-quality games. However, cloud games are generally charged, and the official price of
"Cloud Genshin Impacts", for example, is ¥ 2 an hour or ¥ 60 a month.

5.  Suggestions

The current competitive strategy of miHoY o company still has many advantages compared to the rest
of the game companies. This is also an important reason why miHoYo has been able to go step by
step until now. MiHoYo0’s internal purchase mechanism and original Two-dimensional IP attract
players and secure a large group of players by focusing on the quality of the game, making the players
very sticky. For the company’s operation, miHoYo plans ahead to go to sea, as well as for the sea to
make some for the game content enrichment, making miHoYo can successfully occupy the overseas
market essential factors. At the same time, miHoYo’s R&D integration strategy can keep the com-
pany’s internal core firmly in its own hands and increase its revenue.
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5.1. Improving the Operability of Mobile Games

Take miHoYo’s current hottest game, "Genshin Impact," for example, miHoYo’s "Genshin Impact"
was released last year on mobile, PC, and console cross-platform, its operation mode in PC and con-
sole are relatively mature, although there are flaws to improve, no harm.

However, some things could be improved with the mobile phone operation, which is also the main
improvement goal of miHoYo needs. In TapTap, Apple store, including some Internet platforms,
many players feedback that "Genshin Impact" is the first open-world 3D action mobile game, using
cell phones to operate will quickly produce the phenomenon of mids-touch (such as the forward but-
ton is easy to mids-touch the big move and bow and arrow character is not easy to aim, etc.).

Since miHoYo’s primary market is still on a mobile game, I think miHoYo’s R&D department
can still improve the game based on this feedback.

5.2. Develop New IPs, Increase the Variety of Games, and Broaden the Market

miHoYo accumulated a lot of popularity and praise due to the success of the Honkai series. Still, at
that time miHoYo only had one main IP, the Honkai series, in existence. With the growth of the
operation time, the flow of the "Honkai" series is not as good as before.

At present, miHoYo has launched the Genshin Impact and set up a more diverse IP. But the mi-
HoYo company still needs to pay attention to the IP single problem. Suppose the Genshin Impact
product’s reputation declines or other issues, then miHoYo’s revenue can not be guaranteed. So mi-
HoYo can develop IP to broaden the market and better development.

5.3. Increase Brand Awareness

Although miHoYo has accumulated a particular reputation in the field of Two-dimensional anima-
tion, its user base is not many due to the minority culture of Two-dimensional culture. However, the
gap between the brand influence and other large game companies still has huge differences, especially
in the domestic game market under the monopoly market formed by Tencent and NetEase. They
cannot compete with them. The most important is to have a certain number of users, and Tencent and
NetEase, which occupy the most, have their platforms and traffic channels. MiHoYo’s current strat-
egy is to slowly transform the Two-dimensional market into a huge market, so it can be more oriented
to the public to do promotion.

6. Conclusion

In today’s competitive opening of all kinds of mobile games, miHoYo has come one step forward
with its excellent differentiation strategy and high standard for game design. miHoYo has become an
emerging company that has survived enormous challenges. This study mainly reflects the differenti-
ation strategy in four areas: brand, revenue, international strategy, and technology. At the same time,
this study believe that miHoYo should improve mobile game operability, develop new IPs, increase
game variety, broaden the market, and enhance brand awareness through various ways in the next
operation.

This article still focuses on miHoYo’s characteristic differentiation strategy and also analyzes the
strategies of both Tencent and NetEase to highlight the differences in miHoYo’s strategies. This ar-
ticle is an analysis of miHoYo and a reference for the game industry to find the right way to create
their own companies. This article can also help people who want to learn more about this knowledge.

Given the academic pressure and limited academic level, it is crucial to provide a thorough and
detailed analysis of miHoYo’s differentiation strategies. As a recent start-up, miHoYo’s differentia-
tion strategies may not have been extensively documented in the literature, making it challenging to
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obtain complete and reliable data. However, this limitation presents an opportunity for further explo-
ration and research to uncover any new strategies that may have been implemented by miHoYo.
Future studies will aim to provide a more comprehensive and up-to-date understanding of miHoYo’s
differentiation strategies and will help to improve the current knowledge base on this topic.
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