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 Executive Summary
This report is the assignment of Strategic Management, and chooses Alibaba as a case for analysis. Based on the actual situation of Alibaba and combining relevant strategic management knowledge, this report analyzed Alibaba's strategic position, strategic choices and strategy implementation.
This report used the relevant knowledge of strategic management to conduct a strategic analysis of Alibaba and obtained its strategic position. After that, according to Alibaba's strategic position, Alibaba's strategic choice was analyzed. Finally, recommendations for implementing strategies are proposed for Alibaba's weaknesses and threats.

1. Introduction
1.1 Background of Alibaba
Alibaba Group is an e-commerce giant founded in 1999 and headquartered in Hangzhou, China (Alibaba, 2019). Founded in 2003, Taobao was founded by Alibaba Group. It is a favorite online retail trader circle in China. Taobao has nearly 500 million registered members, and the number of fixed pages per day is over 60 million. It has reached 800 million pieces and will sell 49,000 items per minute on average. In the C2C market, Taobao has a market share of 95.1%. Since its establishment and successful launch in 2003, Taobao has opened the Chinese C2C market in a short period of time with a three-year “free” policy, and has taken the short-term three-year period to become the top spot in the Chinese C2C market. For a long time, the e-commerce platform was its main business (Mcclay, 2019).
Today's Alibaba has formed a complete business ecosystem centered on its own e-commerce platform, related to financial business, supporting local living services, pan-entertainment services and smart terminal services (Baker, 2014). Through the analysis of user needs, not only centralized services and demand matching, but also content production and continuous dissemination, and based on the difference in geographical location, users get a more perfect match between product demand and product service.
On September 19, 2014, Alibaba Group was officially listed on the New York Stock Exchange under the ticker symbol “BABA” (Mcclay, 2019). The founder and chairman of the board of directors was Jack Ma. On July 19, 2018, the global simultaneous Fortune Global 500 list was released, and Alibaba Group ranked 300. In December 2018, Alibaba was nominated for the World’s Top 500 brands in 2018 (Alibaba, 2019).
As of 2018, the company had 576 million active users, exceeding the total US population. Strong development momentum and good development prospects have made Alibaba's share price hit a record high in 2018.
1.2 Alibaba's Main Business
1.2.1 Taobao
Founded in 2003, Taobao is a business-oriented social platform that provides consumers with a sense of engagement and personalization through big data analytics (Alibaba, 2019). The businesses on the platform are mainly self-employed and small businesses.
1.2.2 Tmall
Established in 2008, Tmall is committed to providing consumers with a quality shopping experience with branded products (Mcclay, 2019). A number of international and Chinese local brands and retailers have opened stores on the Tmall website.
1.2.3 Alibaba Cloud Computing
Founded in January 2007, Alibaba Software Co., Ltd. is the fifth subsidiary of Alibaba Group. Its main business is to provide low-cost, versatile and easy-to-use online software services for Chinese SMEs. Alibaba Cloud provides a full range of cloud computing services to businesses on the Alibaba Group e-commerce platform as well as global users such as start-ups, enterprises and government agencies (Anwar, 2017).
1.2.4 Ant Financial Services Group
Alibaba brings together a variety of online financial methods. Ant Financial Services Group focuses on serving small and micro enterprises and ordinary consumers. Alipay has developed into an open platform that integrates multiple industries and functions such as payment, living services, community communication, personal finance, insurance finance, and public welfare activities (Mcclay, 2019).
1.3 Alibaba's Main Competitors
Alibaba has a lot of competitors, mainly Amazon, JD, ebay and other large domestic and foreign e-commerce platforms and mobile payment applications (Anwar, 2017). Alibaba's e-commerce platform model is similar to being a middleman between buyers and sellers. This novel model makes Alibaba the leader in China's emerging e-commerce industry.
2. The Strategic Position
Today, with the rapid development of the Internet, e-commerce is increasingly sought after, and there is also a great risk in the context of this prosperity (Anwar, 2017). In this section, PESTEL analysis was used to analyze the macro environment faced by Alibaba, and Porter’s Five Forces analysis and VRIO analysis were used for internal analysis of Alibaba. Finally, the SWOT analysis is used to summarize the strategic position of Alibaba.
2.1 PESTEL Analysis
The environment creates both opportunities and threats for organizations. The macro-environment consists of broad environmental factors that impact to a greater or lesser extent many organizations, industries and sectors (Dess, 2016). PESTEL analysis is a key tool for analyzing the macro-environment of an organization to provide a wide overview. It not only analyzes the external environment, but also identifies all the forces that have an impact on the organization(Johnson, 2017). PESTEL analysis is a method to investigate the external factors of the organization and can be divided into six major factors: political factors (P), economic factors (E), social factors (S), technical factors (T), ecological factors (E) and legal factors (L) (Dess, 2016). The following is the PESTEL analysis of Alibaba.
2.1.1 Political
The Chinese government strongly supports the development of artificial intelligence and big data analytics. Alibaba owns the professional data analysis company of Alibaba Cloud Computing, and has obtained business support from all aspects of the government. Alibaba launched a trade customs and logistics electronic center in Malaysia to promote cross-border trade between China and Southeast Asia and Southeast Asian countries through cooperation with government agencies (Baker, 2014).
2.1.2 Economic
Under the leadership of Chinese President Xi Jinping, the Chinese government is promoting e-commerce as an important area for future economic growth (Kudasov, 2015). This has brought the company's development to a new level. Also, the sweeping political and economic reform campaign narrowed Ma’s activities in the country. There was noticeable that the company’s revenues fell by 10 percent in that period of time.
A combination of cultural, linguistic and government policy factors kept Western internet companies at arm’s length in the Chinese market. Based on this Alibaba created its own online shopping platform Taobao and Tmall, and quickly seized the Chinese market (Tem, 2018).
Alibaba had seen off an attack by American rival eBay in the Chinese market with a fierce price-war.
2.1.3 Social
People's acceptance of the Internet and smart devices has increased, making Alibaba's mobile payment and online shopping services popular. Consumers have welcomed this convenient consumption method, and Alibaba's target markets are expanding (Baker, 2014).
One of the main problems of China is population aging. The family planning policy that began in the 1980s caused a breakdown in the labor structure of today's China. On account of an ageing population and the drying up of the traditional supply of young labor from rural villages (Kudasov, 2015). One child per family rule leads to the destructive decline of the able-bodied employees of company.
2.1.4 Technological
AI and big data are the big trends in today's society. Enterprises can provide users with fast and efficient services and enhance user experience through AI and big data analysis. Alibaba has leading data analysis technology and personnel, and has a good position in data competition (Mcclay, 2019).
The popularity of smartphones and the Internet has provided conditions for the development and popularization of mobile payment and online shopping.
2.1.5 Ecological
Faced with rising domestic concern about the environment, Chinese Government was happy to restrain the expansion of high polluting industries such as cement, coal and steel.
Alibaba's mobile payment and online shopping business can reduce the consumer's traffic demand by reducing the purchase behavior from offline transactions to online, helping to reduce carbon emissions and protect the environment (Tem, 2018).
2.1.6 Legal
Alibaba received a lawsuit in the United States. Since Alibaba's e-commerce platform is flooded with many counterfeit and shoddy products, and Western countries have strict protection of intellectual property rights, Alibaba has been accused of not telling the shareholder company that it has received a false warning and is suspected of defrauding shareholders. Although the ruling has been proven to be in violation of US securities, Alibaba has spent a lot of money in legal proceedings (Baker, 2014).
2.2 Porter’s Five Forces Analysis
Porter’s Five Forces helps to analysis an industry and identify the attractiveness of it in terms of five competitive forces: extent of rivalry between competitors, threat of entry, threat of substitutes, power of buyers and power of suppliers (Johnson, 2017). Porter refers to these forces as the micro-environment and contrasts it with a more general macro environment. They include those close to the company that affect their ability to serve customers and make a profit. Due to the overall change in industry information, any change in power often requires the business unit to reassess the market (Zheng, 2015).
2.2.1 Competitive Rivalry
“Competitive rivals are organizations aiming at the same customer groups and with similar products and services”identified by Dess (2016). Alibaba faces severe competition from its rivals. They include a variety of online sites within and outside China. For example, Amazon and eBay are its competitors. Due to the particularity of the online shopping platform, the direct connection between buyers and sellers has given Alibaba a competitive advantage. The prices of products sold on Alibaba are relatively low. However, there are a lot of fake and shoddy products mixed in. Therefore, Alibaba's competitive rivalry is very high.
2.2.2 The Power of Suppliers
Due to the particularity of the online shopping platform, Alibaba has a large number of suppliers on the online shopping platform. These suppliers need to pay Alibaba an intermediary fee before registering and selling the goods. Because of Alibaba's platform advantage, there are constant suppliers to join in. Therefore, any supplier that attempts to increase the market rate will not be successful as Alibaba will bring in more suppliers that are willing to sell at market rates. Overall, the bargaining power of suppliers against Alibaba is low (Zheng, 2015).
2.2.3 The Power of Buyers
Buyers of Alibaba products can be either individual customers or companies around the world. In the past, Alibaba's buyers had almost no choice in the online shopping platform of the same price (Kudasov, 2015). Now, some new online shopping platforms appear, their products may be more professional and the price is not high, buyers have more select. Therefore, the bargaining power of Alibaba buyers is moderate.
2.2.4 The Threat of Entry
Although the entry barrier for the industry is not high, it is very difficult to achieve a scale like Alibaba and compete with Alibaba. A small e-commerce platform may require a small amount of capital and resources, but a large e-commerce platform requires a lot of manpower and financial resources, and also requires strong technical support (Zheng, 2015). These are difficult to achieve for new entrants in the industry. Therefore, the threat of new entrants to Alibaba is very low.
2.2.5 The Threat of Substitutes
Alternatives to E-commerce platforms such as Alibaba are mainly convenient and fast offline retailers. Buyers can get the products they buy without waiting, while buying them in Alibaba takes a few days to get through the express delivery business (Kudasov, 2015). There are a lot of offline retailers in reality. Therefore, Alibaba's replacement threat is very high.
2.3 VRIO Analysis
A VRIO analysis helps to evaluate if, how and to what extent an organization or company has resources and capabilities that are valuable, rare, inimitable and supports by the organization (Johnson, 2017). VRIO is a resource focused strategic analysis tool. Leaders at Alibaba can use VRIO to build sustainable competitive advantage by better understanding the role of resources in Alibaba’s overall business model (Su, 2019).
Some representative resources were selected from these resources for the VRIO analysis of Alibaba (see Table 1). From Table 1, it can be concluded that brand awareness，company goodwill, skilled and administrative level of managers, synergy among various products, these resources give Alibaba sustainable competitive advantages (Su, 2019). Customer network and loyalty, supply chain network flexibility and technical talent give Alibaba temporary competitive advantage (Hayes, 2014) . 

Table 1 VRIO Analysis of Alibaba
	Resources
	Valuable
	Rare
	Inimitable
	Supported by the Organization
	Competitive Implications

	Brand awareness
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Company goodwill
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Skilled and administrative level of managers
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Synergy among various products
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Customer network and loyalty
	Yes
	Yes
	No
	Yes
	Temporary competitive advantage

	Supply chain network flexibility
	Yes
	Yes
	No
	No
	Temporary competitive advantage

	Technical talent
	Yes
	Yes
	No
	Yes
	Temporary competitive advantage



2.4 Main Findings
SWOT provides a general summary of the Strengths and Weakness explored in the analysis of resources and capabilities and the Opportunities and Threats explored in the analysis of the environment (Johnson, 2017). The following is using the SWOT analysis to make a summary of the main findings to gain an overall picture of Alibaba’s strategic position. 
2.4.1 Strengths
· The company is large in scale and has strong market competitiveness.
· Large and growing customer base of the company.
· Strategic Partnerships to create value propositions globally (Tem, 2018).
· Well-segmented product portfolio. 
· Excellent corporate culture.
· The company has a wealth of funding sources.
2.4.2 Weaknesses
· Over dependence on Chinese market.
· The online shopping platform is full of fakes.
· Business growth of the company slows down (Zheng, 2015).
· E-commerce model is easy to be imitated.
2.4.3 Opportunities
· Potential of becoming market leader in cloud computing
· Consumers are increasingly dependent on online shopping.
· The e-commerce legal system is getting better and better.
· The Chinese government is paying more and more attention to e-commerce and big data platforms (Zheng, 2015).
2.4.4 Threats
· Increasing number of fakes may affect core competency
· Domestic and foreign competitors are increasing.
· The slowdown in China’s economic growth has an impact on people’s spending power (Tem, 2018). 
· The development of overseas direct mail has divided some markets.
2.5 Strategic Drift
Strategic drift is the tendency for strategies to develop incrementally on the basis of historical and cultural influences, but fail to keep pace with a changing environment (Johnson, 2017). The influence of an organization’s history and culture on its strategic direction is evident in the pattern of strategy development depicted in Figure 1 (Hayes, 2014).
Alibaba is in the first phase of strategic drift, which is incremental change. This phase involve small changes. In successful businesses, there are usually quite long periods of continuity where strategies are largely unchanged or change incrementally.
At present, e-commerce and big data analytics industry are still in the stage of continuous development and belong to emerging industries. Since there is no need for huge changes, Alibaba can follow the previous strategy and adjust it locally to adapt to environmental changes.
[image: ]
Figure 1 Strategic Drift
3. Strategic Choices
The previous section is an analysis of Alibaba's strategic position. In this section, Alibaba's strategic choices will be analyzed from both business level and corporate level.
3.1 Business Strategy
Porter’s distinctions between cost, differentiation and scope defined a set of basic types of strategy that hold across many kinds of business situations (Poter, 1985). These three generic strategies are cost-leadership strategy, differentiation strategy and focus strategy. A hybrid strategy combines different generic strategies (Grant, 2016).
3.1.2 The Strategy Clock
The Strategic Clock Model (see Figure 2) was proposed by Cliff Bowman, as a tool for analyzing the choice of competitive strategies. This model provides corporate managers and consultants with a way to think about competitive strategies and gain competitive advantage (Grant, 2016).
[image: ]
Figure 2 The Strategy Clock

The Strategy Clock is focus on price, and its scope for incremental adjustments in strategy, provides a more dynamic view on strategy than Porter’s generic strategies (Johnson, 2017). Instead of organizations being fairly fixed in terms of either a cost or a differentiation strategy, they can move around the clock.
The strategic clock model considers the price and the added value of the product/service together, and the company actually completes the business operation along one of the following four ways: differentiation strategy, low-price strategy, hybrid strategy, non-competitive strategy (Hayes, 2014). Some of these routes may be successful routes, while the non-competitive strategy may lead to corporate failure.



3.1.1 Differentiation
Due to the characteristics of Alibaba's e-commerce industry and the main findings in the previous section, the differentiation strategy is a suitable choice for Alibaba.
Differentiation strategy involves uniqueness along some dimension that is sufficiently valued by customers to allow a price premium (Johnson, 2017). Differentiation allows higher prices, but usually this comes at a cost. The differentiator can expect that its costs will be higher than those of the average competitor. An important condition for a successful differentiation strategy is to ensure the additional costs of differentiation do not exceed the gains in price (Hayes, 2014). The key drivers of differentiation are:
(1) Product and service attributes – providing better or unique features.
(2) Customer relationships – customer service and responsiveness; customization or marketing and reputation.
(3) Complements – building on linkages with other products/services.
Alibaba can also pursue differentiation strategy based on the Retail industry forces. In a differentiation strategy Alibaba can seek to be unique in the Retail industry by providing a value proposition that is cherished by customers (Price, 2009). Alibaba can select one or more attributes in terms of products and services that customers in the Retail values most. The goal is to seek premium price because of differentiation and uniqueness of the offerings.
Companies using differentiation strategy provide customers with a perceived added value at the same or slightly higher price than the competitor. The goal is to gain more market share by offering better products and services, or to increase revenues at slightly higher prices (Hayes, 2014).
As shown in Figure 2, differentiation strategy is zone 1. There is a range of alternative strategies (Grant, 2016):
· Differentiation without price premium (12 o’clock) – used to increase market share.
· Differentiation with price premium (1 o’clock) – used to increase profit margins.
· Focused differentiation (2 o’clock) – used for customers that demand top quality and will pay a big premium.
Alibaba is currently between 12 o’clock and 1 o’clock in the Strategy Clock. Alibaba has developed a mobile payment platform (Alipay), data analysis (Alibaba Cloud Computing) and other services through the differentiation without price premium strategy, and basically completed the preemption of market share (Price, 2009).
Alibaba also tried to implement the differentiation with price premium strategy by developing businesses such as Tmall, to increase profit margins. The differentiation with price premium strategy is also the next development strategy of Alibaba. After completing the market share, Alibaba has already had good reputation and customer support, which can support it to implement further differentiation strategy.
3.2 Corporate Strategy
Corporate strategy is about what business areas to be active in, and this will determine which business units to buy, the direction an organization might pursue and how resources may be allocated efficiently across multiple business activities (Johnson, 2017).
3.2.1 Ansoff’s Growth Matrix
A central corporate strategy choice is about in which area a company should grow (Johnson, 2017). The Ansoff’s Matrix represents the four choices that companies attempt to make revenue or profit growth. The main logic is that companies can choose four different growth strategies to achieve the goal of increasing revenue. The four strategies are market penetration, market development, product development, and conglomerate diversification (Grant, 2016).
The Ansoff’s Matrix can help companies scientifically choose a strategic model. However, they must master the core steps when using the tool (Hayes, 2014). First consider whether existing products can still gain more market share (market penetration strategy) in existing markets; Consider whether the company can develop some new markets for the existing products (market development strategy); Consider whether it is possible to develop a number of new products with potential benefits (product development strategy) for their existing markets; Consider whether the company can take advantage of its products, technology, market, etc., and adopt an integrated strategy that enables enterprises to continue to develop in depth according to the direction of material flow (Jelassi, 2014),.
Alibaba is a large-scale company that operates a wide range of businesses. The following is the Ansoff’s Matrix based on the actual situation of Alibaba (see Figure 3).
[image: ]
Figure 3 The Ansoff’s Matrix of Alibaba

3.2.2 Corporate Strategy of Alibaba
For existing products/ services in existing markets, such as e-commerce platforms, big data analysis, and online financial platforms, Alibaba needs to implement a market penetration strategy (Price, 2009). Alibaba can face existing customers with existing products/services, and focus on its current product market portfolio, and strive to increase the market share of products/services. Adopt a market penetration strategy to convince consumers to choose its own products by promoting or improving service quality, or to persuade consumers to change their usage habits and increase purchases.
For the development of existing products in new markets, such as Taobao platform to sell goods to overseas consumers, and Alipay to enter the overseas mobile payment market, Alibaba needs to implement market development strategies. Providing existing products to open up new markets, companies must find users with the same product needs in different markets. Often, product positioning and sales methods will be adjusted, but the core technology of the product itself does not have to be changed (Price, 2009).
For the development of new products/services in new markets, such as logistics, entertainment applications, supermarkets, travel booking services, etc., Alibaba can implement the conglomerate diversification strategy. Providing new products to new markets, where the company's existing expertise can not be used, it is the most risky diversification strategy. Alibaba can achieve some kind of synergy from sales, access and product technology in different products from different markets (Jelassi, 2014).
In summary, market development and conglomerate diversification should be the main corporate strategic choices for the current stage of Alibaba.

[bookmark: _GoBack]
4. Strategy in Action
4.1 Types of Change
The Change Kaleidoscope model developed by Hope-Hailey and Balogun is a framework for identifying key contextual features to take into account when designing change programs (Swanson, 2014). It highlights how a set of contextual features can take various forms supporting or resisting change. Mainly the following eight contextual features: time, scope, preservation, diversity, capability, capacity, readiness and power (Price, 2009).
According to the Change Kaleidoscope, Hope-Hailey and Balogun identify four generic types of strategic changes base on nature (speed) and result (extent) of change, which are Evolution, Adaptation, Revolution, and Reconstruction (see Figure 4). Adaptation – can be accommodated with the existing culture and can occur incrementally; Reconstruction (or turnaround) – rapid change but without fundamentally changing the culture; Revolution – fundamental changes in both strategy and culture; Evolution – cultural change is required but this can be accomplished over time (Swanson, 2014). 
As Alibaba is currently operating in good condition, the industry in which it operates has a large space for development (Basiouni, 2018).. Therefore, there is no hard requirement in the speed of Alibaba's strategic change, which can be seen as “incremental”. In terms of the degree of strategic change, Alibaba only needs to make strategic adjustments according to environmental changes, which can be seen as “realignment”. According to Figure 4, Alibaba's strategic change type is adaptation.
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Figure 4 Types of Change

4.2 Implementing strategy
Based on the strategic position analysis and strategic choice analysis of Alibaba, this section proposes feasible suggestions for Alibaba's strategic adjustment based on Alibaba's weaknesses and threats.
4.2.1 Innovate the platform business
Innovate the platform business and maintain its advantages in major business.
Alibaba Group relies on e-commerce services to attract users' attention. Therefore, the Group must pay attention to the innovation platform business and change the service model in the development of diversification strategy (Price, 2009). Alibaba needs to gradually improve and improve the service level in the process of continuous business development and service model exploration, and provide users with systematic e-commerce services (Jelassi, 2014). In the future development, Alibaba Group should constantly improve the platform functions, such as establishing an equal communication platform for users and sharing website resources, so that users can gain more experience and communication while realizing shopping.
4.2.2 Exploring the international market
Changing Alibaba's main dependence on the Chinese market requires expanding its business to overseas markets(Jelassi, 2014). Alibaba can use its platform and influence advantages to actively explore new markets under the current economic slowdown in China, and expand its mobile payment business and e-commerce platform business to the international market (Basiouni, 2018). In light of the actual situation in the overseas market, adjustments should be made to suit local conditions when expanding the international market to cater to local culture and actual needs. The familiarity and dependence of overseas Chinese on the business of Alibaba, such as Taobao and Alipay, has provided customer support for Alibaba to open the international market.
4.2.3 Remediation of counterfeit and shoddy products
Alibaba needs to formulate relevant policies and punitive measures to combat counterfeit and shoddy products on the e-commerce platform (Jelassi, 2014). Previous legal disputes over fakes have greatly damaged Alibaba's corporate image and reduced customer satisfaction and loyalty. Although the fight against counterfeit goods will cause Alibaba to lose some of its trading volume, active anti-counterfeiting measures will enhance consumer confidence and will also help Alibaba's expansion in overseas markets (Hayes, 2014).
4.2.4 Continue to expand the types of business operations
In the future diversified strategy development, Alibaba should expand its business of “mobile media and entertainment” and form a mobile media and entertainment product portfolio centered on Ali Music, Ali Sports and Youku Video. Make it the new main business and core income source of Alibaba. Alibaba Group promotes the development and upgrading of all its businesses through technology upgrades, and promotes the transformation and upgrading of commercial Internet in various industries through the integration of capital ecosystem (Price, 2009).

5. Conclusions
Based on the actual situation of Alibaba and combining relevant strategic management knowledge, this report analyzed Alibaba's strategic position, strategic choices and strategy implementation. 
In the Introduction section, a brief introduction to Alibaba's development background and main business was given.
In the Strategic Position section, PESTEL, Porter's five-force model and VRIO analysis were used to analyze the internal and external environment of Alibaba. SWOT summarized the main findings in the strategy analysis, and then obtained the strategic position of Alibaba according to the strategy drift.
In the Strategic Choices section, Alibaba's strategic choices were divided into two parts, business and corporate. Through the Strategy Clock model, Alibaba's business strategic choice is differentiation strategy. Ansoff's growth matrix was used to analyze its corporate strategy.
In the Strategy in Action section, Alibaba's strategic change is classified as adaptation, and according to the previous analysis of Alibaba's strategy, the strategy implementation recommendations are proposed for its weaknesses and threats.
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