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Executive Summary

The paper is representing that in China Baidu has the upper hand as compared to Google. Google has been trying very hard to have its dominance in China but after 2010 Google has not made so much of progress what they have been expecting it to do after that. Baidu is considered to be the largest online search engine website operating in China and it is mostly loved by the Chinese customers. The study is indicating that Baidu is the superpower of China within the internet search services sector. It also represents that the strict data sharing policies and the censorship disagreements are the issues faced by Google in order to market in China. At the moment, the CEO of Google Sundar Pichai has confirm reintroduce their business in china with censorship option with their application (Thompson, 2018). Reason for that is in the past Google faced many snags regarding the censorship, rules and regulation about the Chinese government now it will lunch the application with censorship feature it will definitely help them a lot. One of the most imperious advantage for Google is doing their business in the nation where ratio of the people use technology, mobile phone and internet are very high. Hence, it will proffer tremendous benefits to the Google because china has excellent and highly advance technology and Google main business is based on that.
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INTRODUCTION

The study is mainly based on general overview of both Google and Baidu operating in China. It is also studying that how Google and Baidu both has been positioned in Chinese market and illustrates the strategic goals of both Google and Baidu. It is also discussing the analysis of both the strategies of Google and Baidu in China. The study is reflecting on the analysis of the five forces model which helps in evaluating the competitive positioning of the companies in China. Furthermore, SWOT analysis of both Google and Baidu help to understand the analysis of the current issues faced by Google and Baidu in China. In addition to that, the positive and the negative impact of the strategy on the financial data along with the set of appropriate recommendations is to be discovered for evaluating either Google or Baidu has been successful in China. 

[bookmark: _Toc5470823]COMPANY OVERVIEW:

Google of Alphbet Inc:
Google is the company which is based in US. This is the multinational corporation which has been specialised in providing internet search related services and products which is including the online advertisement technologies, search engine, cloud computing, software and the hardware. It also offers the ancillary services to the internet searching which is derived from the advertisement and from the customisation of the search offerings for the businesses and for the other organizations as well. This is the US company which is established in the year 1998 by Larry page and Sergey Brin which is the subsidiary of the holding firm known as Alphabet Inc. The company has a global market share of around 70% in the online search engine market and is indeed of major technology company all around the globe.  
Baidu: 
Baidu is considered to be the largest Chinese search engine which has been developed in 2000 by Robin Li so that the searching opportunities are to be provided to the Chinese customers. Baidu offers wide variety of products such as the image search, book search, maps, mobile search and many more. This is the most popular site of China now. Baidu in China controls around 61.6 percent of the China search market. In 2015 it is estimated that the global internet users who are using Baidu is 5.5 percent. Baidu has been very much popular for its MP3 search capabilities along with the movies and mobile search. It also offers wide range of search and internet search related products for the customers. The customers gain huge experience in making the most of this site which is considered to one of the friendliest search engines for the people living in China just like Google in India.



Strategic goal of Google
There have been two strategic goals or objectives for Google to have their business sustainable in Chinese market. The two of the strategic goals of Google has been given below

· To increase the market share of the company in China through alliances with the competitors of Baidu.
· To bring in sustainable business performance of Google in China. 

Strategic goal of Baidu
The strategic goals of Baidu operating in Chinese market has been given below
· To outclass the domestic as well the foreign competitors in Chinese market by Baidu.
· To become the most consistent in China market for the internet related services and products. 

ANALYSIS:

Analysis of the Strategic Positioning of Google in China:
It is seen that in China Google is not positioned it well. Google has a relatively small market share among the businesses and the individual users. Google is having the major share in the European countries as the company has been competing with the tech giants like Microsoft, Yahoo, Apple and have been retaining the largest market share in the sales of the search and the ancillary services provided to the European customer (A.Jacob, n.d.). Google has been launched in 2006 but it has pulled off from mainland China in 2010 due to the major hack of the company and it disputes over the censorship of the search results. So, Google and China have been locked in tug of war for over a decade now and Google is still trying to gain their market share in China. In 2018 there are about 10,000 domain names have been blocked in mainland China due to the internet censorship policy which is actually preventing the service users for getting access to any kind of proscribed websites from within the country (Bradsher, 2014). The desktop search engine market share of Google in China is only 9.49 percent and the mobile search engine market share for Google in China is 0.30 percent in 2019. 
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(filo, 1994)
Positioning of Baidu in China:
Baidu is the extensively used search engine in Chinn which is widely ahead of Google with 70 percent of the market share and only 2 percent for Google in China. Baidu has the ranking of 5th among the most visited sites in this world and it is having currently more than 800 million web pages. This website is known for its controversial relationship with the Chinese government. Baidu is favouring the websites which are having their host in China and penalises those which is having the hosting in foreign countries. Baidu has the largest market share in China in comparison to its competitors like Tianya Lebo, Tianya Weibo and Tencent. Baidu provides huge number of SEO services for the customers under the name of Baidu Ask, Baidu Wiki, Baidu Tieba, Baidu Experience (Jacob and Helft 2010). It is also having the integrated social sharing system named as Baidu galaxy in China. Baidu has the total revenue of 20.374 billion yuan in 2018 which is increased by 29.21 percent led by baidu. Baidu has the market share of 80 percent in China still now.
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ANALYSIS OF THE EXTERNAL ENVIRONMENT OF CHINA INHIBITING THE ALLIANCE STRATEGY BY GOOGLE
Google has the strategic goal of having the alliance strategy to be set up with the rivals of Baidu. This is done in order to gain its market share and for competing with the China’s largest search engine websites Baidu in China (Helft, 2010). The company is inhibited from making an alliance strategy with the competitors of Baidu which is affected by the external factors influencing the inhibition of Google to enter with the alliance strategy. This is implemented with the help of the PEST analysis and it has been given below
POLITICAL: 
According to the case it is quite evident though China has stable political business environment, but it has huge tensions and political diplomacy started with US. In the year 2007-2015, it is seen that China would be trying to over smart US as in 2008 China has become the largest foreign creditor of US as there has been great changes in the economic balances of both the countries took place (Bradsher, 2014). China in terms of the economy has also surpassed US which has also created tensions between these two countries. As a result, if any foreign company like Google which is a US based MNC try to gain high market share in China is not made it possible by the China government. It is also seen that there have been rising trade tensions taken place between US and China. The trade deficit with China rises from $273.1 billion in 2010 to an all-time high of $295.5 billion in 2011, that is one of the reason china The US has quoted that China has violated the international trading norms forcing the MNCs to go to China and have their business. 
ECONOMIC: 
The economic factor is also inhibiting Google to have an alliance strategy to be developed with the competitors of Baidu in China. The reason behind the fact is that China has surpassed in terms of the GDP growth as compared to US. China is the 2nd largest country in terms of the economy by the nominal GDP. The high economic performance has led to some of the economic challenges in China which is involving the rapid urbanization, income inequality and the environmental damages which might threaten the economic sustainability. The GDP of china is 6.6 PPP according to global competitive report (Schwab, 2015). Which means in the china the growth of retail sector and other business rise automatically. Hence, the spending of money to promote their product also increase and thus the Google have huge market the country like this kind of GDP growth. So, the companies like Google would like to develop an alliance strategy with the competitors of Baidu in this sector to be able to market in China. They would love to gain the market share in China as the economic performance of China is highly steady and stable which encourages competing in the Chinese market with Baidu. 
SOCIAL:
China is the most populous country in this world with the population of 1.4 billion in 2018. (Schwab, 2015) This has been the massive market for the consumer products. Due to the rise in the economy the average wage level and the income distribution has been enhanced in the recent years which is resulting in increase in the consumer spending (Steve Fong, 2011). In China the internet active users are huge so the people are using the smart phones and the computers at rapid pace. This is actually influencing Google to develop an alliance strategy with the competitors of Baidu in order to gain the market share in China. Due to the strong global presence of Google the Chinese government would not give the opportunity to make Google to do business in China as it can compete at every level and can bring down the economic performance. 
TECHNOLOGICAL: 
In 2018, China has the largest population online with 772 million users. There have been tech giants like Baidu, Sogou and Tencent working in China. These firms are so successful that many bog companies like Google has failed in China. China has set the vision to become the global leader in technology (Helft, 2010).
Google business is purely based on the technology and their new innovations and that is their biggest factor for success of the company. And this factor decides very momentous role the company based on the technology like google, Baidu and Yahoo and this factor definitely help to ascertain the company’s competitive strategy. Google provide amenities not only the search engine but also provide service such as mail, space storage, map, promotion site, clouding and google talk without any charges. This are the key success factor of the Google.

Why pest analysis model used?
Pest analysis of Google will definitely help to understand the environment for new specific market area. By understanding the political factor company get idea about their political adherence to rule and formalities to avoid any difficulty that google faced previously. Secondly, economic factor give idea that china has stable market, low inflation rate and highest income per person (Schwab, 2015). So, google try to convince their investor that their huge scope of market in china to re-establishment business or making the strategic alliance with baidu in china.
Analysis of the Competitive Forces through Porter 5 Forces model:

The Porters Five Force model is the framework which is useful in analysing the industry attractiveness so that the companies operating within the industries have been able to gain the competitive advantage. The Porters Five Force model in relation to the operations of Google and Baidu in China within the internet search services sector has been explained below
BARGAINING POWER OF SUPPLIERS (LOW): 
It seems that the bargaining power of the suppliers has been low. As the companies are quite huge in terms of its size, financial position as well the branding the suppliers are trying to work with these tech giants (David, 2013). The companies like Google and Baidu have the wide range of suppliers across the globe as the vendors supply the information and the users have been developing rigorous searching in their search engines and get the information what they want it. 
BARGAINING POWER OF BUYERS (HIGH): 
It is important to understand the fact that there are high internet users around 54.30%  (Sanger, 2001)to be there in China. The people are very much active on the internet and the usage of internet is quite high for the consumers of China. In China, the people are using the smart phones and tablets at high rates as the consumer spending is increasing day by day. So, the internet search related services companies like Google and Baidu need to be providing the high quality and effective services to the customers so that the requirements and the demands of the customers could be improved (vaughan, 2015). 
THREAT OF SUBSTITUTE PRODUCTS (LOW): 
The threat of substitute products for these companies like Google and Baidu is low. The Google and Baidu are the famous online search engine websites which has the variety of online search information available in their databases (Schilling, 2010). The customers have no intentions of using the different search engines as these search engines are highly popular and it is quite effective. So, the threat for the substitute products for both these internet search service companies like Google and Baidu in China is low. 
THREAT OF COMPETITIVE RIVALRY (HIGH):
The threat of competitive rivalry for both the companies Google and Baidu within this sector has been quite high. It is seen that in China Baidu is the largest online search engine websites which has its rivals operating in China like Tencent, Sogou, Tianya Liebo etc (Ansoff, 2019). They have been constantly competing with Baidu. Google is not having its position in China as Google has been banned in China now. Google also have its rivals like Microsoft, Yahoo and Apple to be able to compete within this sector. 
THREAT OF NEW ENTRANTS (LOW): 
The threat of new entrants within this sector is low. The large and popular companies like Google and Baidu has the strong branding, financial position and have been providing the long lasting and effective delivery of the range of products and services to the customers across the world (Hitt, 2012). This might be difficult for the new companies to stay in competition with the popular companies operating within this sector. 

[bookmark: _Toc5470824]Internal Analysis of Google & Baidu

SWOT Analysis for Assessing the Internal Environment of Google and Baidu:
SWOT analysis help to identify the external as well as internal factor of the any firm while they trying to establishment new business in any new region. Google have strength in form of new, advance and latest technology, strong financial balance sheet and worldwide brand image. So, they will help to overcome to weaknesses such as to compete with baidu and augmenting their market share in china by providing the search engine with censorship option. So, the Chinese government convince and allow to do business with out any restriction and other option is to make the strategic alliance with baidu by providing high advanced technology and financial support to baidu.
	
	GOOGLE
	BAIDU

	




STRENGHT
	· Google is the market leader in search engines and ancillary services offered to the customers around the globe.
· It has huge revenue from the advertising and display.
· Huge strength of employees and powerful brand image.
	· Baidu has the largest market share of 80 percent in China.
· It has huge active mobile users of China which is around 657 million active mobile users. (filo, 1994)
· Powerful Brand image

	


WEAKNESS
	· Google has excessive reliance on the secrecy.
· The advertising rates have been falling in Google now.
· They are over dependent on advertising as well.
	· The company is very late to enter the smart phone industry.
· The company has the lack of brand recall outside China as there are very few people who even heard about Baidu

	







OPPURTUNITIES
	· The development of the cloud computing remains key for the company to be able to expand their business in the globe.
· The skilled and experienced professionals help in providing wide range of services to the customers across the globe.
· The diversification of the business in the non-Ad business models helps in pushing towards the commercial transactions.
	· The huge market share provides them the opportunity to become of the biggest technology and web services brand in China.
· The existence of IT infrastructure has been strong, and it helps in expansion of the web services in China.

	










THREAT
	· The tough competition from the China’s largest online search engine Baidu when they are trying to operate in China. 
· The completion from Microsoft and Facebook is the threat to the revenue generation of Google at times. 
· The emergence of mobile computing threatens the firm as the new companies seize the opportunity to ramp up their mobile computing technology. 
· The market share is very low for Google in China which is around 9.49 percent.
	· Baidu has no competition now as there has even restrictions on the operations of Google in China. 
· The biggest players like Google, Facebook have been the threat to baidu in order to operate in other foreign countries. The speed of innovation at baidu is less.
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Analysis of the Strategic Directions of Google and Baidu in the Chinese market:
Ansoff matrix provides a significant strategic direction for an organization based on the status of the organization in the market. It is evident that Google which has failed in China as a major search engine company. This market is predominantly led by Baidu which has a significant coverage and market share in the Chinese internet search engine and other internet services. Google has a very little market share in the Chinese internet search market and other ancillary services industry. So, it is important that global search engine giant ‘Google’ must focus on ‘market penetration strategy’ as per Ansoff model of strategic direction. As per this model, a market penetration should be the preferred mode of strategic direction when the product and services that are offered by the existing and organization has existence in the market or has a little existence in the market. From the in-depth assessment of the Google footprint in the Chinese market, it is absolutely evident that Google has a negligible market share in the Chinese market. Therefore, it could be adjudged that Google has an experience for operating in Chinese market in the internet search engine industry. So, it must go for a holistic market development. This must be done by undertaking nationwide marketing campaign. China has a different culture altogether and the language of the nation is altogether different. So, Google must operate through using regional language for operating in China. Moreover, it is important that the management of Google must undertake internet policies and other privacy policies and also censorship policies which as mandated by the Chinese government for effectively operating in China. On the other hand, with the immense technological capability that is possessed by Google, it can also make tie up with the market leader baidu in the Chinese market in order to tap a decent market share. So, undertaking these strategies would significantly help the company to achieve market development in China.
On the other hand, Baidu which has already 64% of market share in the Chinese internet search engine market must go forward with ‘market penetration strategy’. A market penetration strategy is the strategy which are generally undertaken when an organization already exists with a decent market size in a particular economy and the product through which the company is undertaking growth is also existing. Therefore, in order to expand the market in China, it is important that ‘market penetration’ strategy would be highly ideal for the company. This must be done by undertaking aggressive marketing activities so as to make the customers aware of their internet search engine services and other allied services. 
So, from the overall implementation of the Ansoff Strategic matrix, it is evident that Google & Baidu should adopt a ‘market penetration strategy’. Baidu should undertake aggressive marketing campaigns in order to make them sustainable in the immensely competitive internet search engine market and other internet-based services. On the other hand, for market penetration, Google should make a market make strategic alliance with baidu which shall enable them to get a right platform in the Chinese market. 
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Figure: Ansoff matrix for strategic directions
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Analysis of the Current & Future Strategy of Google & Baidu:

Current and future strategy of Google
It is evident from the case that Google has very limited market share and its presence in China is also limited. This is due to the strict data sharing policies in China as well the number of disagreements with the Chinese government led censorship policies. Google has the current strategy of making the strict data sharing policies to be complied with the Chinese government (Jacob and Helft 2010). Google has developed a censored search app for the region. The app has automatically identified and block the search queries and the results which are prohibited by the Chinese censorship guidelines and it has been set to release in China as a JV with an unnamed company having its operations in China. 
The future strategy of Google is that the company is working on the development of a censor friendly news aggregation app. This app will help in customizing the news feeds according to the profile of the users. Google is also planning to bring in cloud services to the Chinese customers (Freeman, 2010). Google has recent talks with Tencent and Inspur Group for delivering the internet-based services like the Docs and Drive to the customers of China with the help of the data canters and the servers. 




Current and future strategy of Baidu
The current strategy of Baidu is that they have well positioned in China as they provide the search engine in Chinese language which makes the service users have allowed to find the information, products and services using Chinese language. They have introduced pinyin search which has allowed the users for typing in Chinese keywords by using the English alphabets when the user was not sure of the written form of keyword (Zeng, 2015). Baidu has planned o rill out their products in each of the countries which the company is entering like Brazil, Indonesia and India as they have huge populations rather than generic across the board offering of the services. In 2016, Li has shifted its business from the search-oriented model top the AI due to the slow growth in the revenue in the core business the company is having. Baidu has introduced AI known as deep learning which aims at improving the search results by making the IT systems to get trained and work like the humans. 
In the future Baidu is much more concentrating on the emergence of AI which is based on their products which they manufacture and deliver it to the customers. This helps in shaping the way the Chinese customers live now and it goes on changing day by day. Baidu is also working in developing the self-driving cars by working on the autonomous driving technology in the future. 
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VRIO Analysis of Google:

The VRIO framework is a strategic tool which helps in uncovering and protecting the resource and capabilities that the organization possess (Rothaermel, 2015). In this section, the main aspect and resources which are the source of competitive advantage for the company are provided below;
VALUABLE: 
It is important that the human resources are the source of the value to the firm. The highly skilled and technologically skilled people of the company essentially help to develop state of art technologies which 
RARE: 
It is again the human resource capabilities of the companies which are rare. It is core strength of the Google as the highly skilled human resource of the company essentially develop the technologies which are redefining the lives of the human. Moreover, it is also important to mention that the Research and developmental facilities of the organization are immensely rare and is the core of the company which helps to bring the much-needed competitive advantage.
IMITABILITY: 
Duplication of various internet-based products is always an immense possibility. Google has been very sensitive about this aspect and therefore take a very stringent stance so that there is no infringement of the technologies by the competitor firms (Wheelen, 2011).  So, from the perspective of imitability, it is very difficult to make a proper ideation of the technologies used as they develop highly advanced technologies. 
ORGANIZATION:
 The major source of the Google is the organization itself. All the systems, processes and the structures of the organization are highly organized which essentially help the company to work so efficiently to develop technologies. 
Therefore, from the overall analysis, it is the strong foundation of the company to pursue research and the highly skilled employee bases is the source of competitive advantage and therefore under any circumstances, the company should not do any polices which are detrimental to the human resources. 

[bookmark: _Toc5470828]FINANCIAL ANALYSIS OF GOOGLE:
In this section, a financial ratio analysis has been performed in order to assess the financial performance of the company and the financial strength of the company.  The main objective of undertaking a financial performance evaluation is that, it essentially helps to adjudge the financial position of the company and therefore any strategic decisions made by the companies for entering the Chinese market by Google and also for expanding in China by Baidu can be assessed. 
The calculation of the Financial Ratios of Google is given below:
	Net profit Margin of Google (Alphabet Inc)

	Net profit margin (in %) = (Net Income / Total Revenue) *100

	
	2018
	2017

	Total Revenue (in $'000)
	136819000
	110855000

	Net Income ($'000)
	30736000
	12662000

	Net Profit Margin (in $'000)
	22.46
	11.42


(martin p., n.d.)

	Current Ratio of Google (Alphabet Inc)

	Current Ratio = Current Assets / Current Liabilities

	
	2018
	2017

	Current Assets (in $'000)
	135676000
	124308000

	Current Liabilities (in $'000)
	34620000
	24183000

	Current Ratio
	3.92
	5.14


It is evident that the Net profit margin of Alphabet Inc which is the parent company of Google is 22.46% in the year 2018. So, it could be assessed that the income of the Google is very good as after deducting all the cost, a profit generation of 22% is pretty good. On the other hand, the company has a Current Assets of $13567000 (in ‘000) in the year 2018. So, the current liquid assets of the company are very high. This reflects the fact that Alphabet Inc which is the parent organization of Google has a high level of cash balances through which it can undertake several strategic tie ups and also can develop technologies which will enable the company to invest in Research and development. Moreover, with such a high level of current asset which stands at 3.92 in 2018 and 5.14 in 2017; the company could easily repay the short-term obligation.
So, from the overall financial analysis, it can be concluded that finance is not at all a problem of Google as the parent company has an enormous level of financial strength. So, with a such a strong finance the company could easily make an investment in any major search engine company for a strategic acquisition or they can go for developing high end technologies with huge investment in R& D. 
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STRATEGIC RECOMMENDATION FOR THE ANALYSIS UNDERTAKEN:
It is recommended from the study that Google should be developing and delivering huge range of products and services to the Chinese customers. They should bring in innovation in the products and services which are to be delivered in China. It is recommended that Google for enhancing their market share need to do an alliance with the rival competitors of Baidu in Chinese market (Tan, 2012). It is also recommended that the online distribution strategy of Google needs to be innovative and it should be changed. The services and the products which are delivered by Google needs to be reducing the prices in order to compete with Baidu in China. 
In order to increase the market share of Google Inc in Chinese market, it is important for them to form a strategic alliance with Baidu having the largest market share in China. It is imperative that Google Inc has a major market share for search, software and cloud-based computing services in the Western countries but in China because of certain privacy policies they cannot have any proper market share. Baidu is the most popular provider for internet search services in China. So, if Google Inc undertakes the decision of having a strategic alliance with Baidu, it would surely be beneficial for Google Inc to fulfil their objective of gaining a larger market share out there. It is obvious that the technological aspect of Google Inc is much more advanced as compared to Baidu’s. Moreover, Google Inc has a competent team but they cannot capture the Chinese market mainly because of the Chinese policies. On the other hand, Baidu has the advantage of expertise of operating in the huge market in China which is as much as 64%. So, by having a strategic alliance both Google and Baidu can form a new company, where Google will provide with the maximum support of their highly advanced technology and simultaneously Baidu will cover the Chinese market with their very good market reputation over there. Otherwise, it would be really tough for Google Inc to capture the Chinese market alone without any such strategic alliance because of the fact that they do not have any such market dynamics in China and also it would be very difficult for them to abide by the strict policies of Chinese government. It would be a very costly affair for Google Inc to have an altogether separate policy for the Chinese market. Due to stringent Chinese governmental policies, Google Inc might have to pay for huge penalties if any of the policies are violated. In totality, it can be understood that it would be really a complex affair for foreign companies like Google Inc to operate in the Chinese market which have different legal and social norms. Google Inc will have to totally realign their system even if they get to know about all the Chinese governmental policies and norms. Thus, by analysing all these issues that Google Inc can face while capturing the Chinese market alone, it can be rightly recommended that the decision of strategic alliance of Google with Baidu will be the best possible way out in this regard. 
It is also recommended that Google with its huge financial strength should invest a considerable amount of money in research and development activities to develop highly sought-after technology which Baidu cannot develop. This will lead Baidu to get hold of technologies by making a strategic alliance. Therefore, it can be said that the financial strength of Google could be used to develop state of art technologies. This would also attract Baidu to get hold of technologies of Google. Therefore, it is imperative for Google to make strategic alliance with Baidu as baidu as a company has adequate market knowledge and on the other hand Google has immense financial strength and competence in developing technologies.
[bookmark: _Toc5470830]CONCLUSION:
It is concluded from the study that Google has the limited market share and its dominance is not there in China. It is evident that Baidu is the largest online search engine having its dominance in the Chinese market with the market share of almost 64% percent. The rivals like Tencent, Segou and others are not able dominate in China as the maximum share is there with Baidu. So, it is important that Google as company to make strategic alliance with any of the China based player which will help to tap the benefit as Google as a company is alone is incapable of conducting operations in China mainly because of the stringent policy of the country.
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