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Executive summary

Baidu is a leading AI company with a strong Internet foundation. It is one of the few companies in the world that provide full-stack AI technologies such as AI chips, software architecture and applications, and has been rated as one of the top four AI companies in the world by international institutions. With the mission of "making the complex world simpler with technology", Baidu adheres to technological innovation and is committed to "becoming the world's top high-tech company that understands users best and can help people grow". The company was founded in Zhongguancun on January 1, 2000. The founder of the company Robin Li owns the patent of "Hyperlink analysis" technology, which makes China one of the only four countries in the world with the core technology of search engine, besides the United States, Russia and South Korea. Baidu responds to billions of search requests from more than 100 countries and regions every day. It is the main portal for netizens to access Chinese information and services, serving 1 billion Internet users.

1.Introduction

This paper mainly introduces the business model of Baidu at the beginning of its establishment -- the bidding ranking, and the specific economic mechanism of the bidding ranking, the characteristics of the bidding ranking and the selection of the time to do a further detailed elaboration; Then the overseas business of Baidu is described. With the saturation of Internet search engine business, Baidu began to implement the transformation strategy. However, Baidu did not give up its development on the Internet track, but actively sought to realize the transformation with the help of the Internet on the basis of the Internet, and developed the traditional single search engine business to artificial intelligence, digitalization and other directions. Then this paper makes a five forces analysis and SWOT analysis of Baidu, and through the relevant analysis, Baidu's operating and development situation, the company's internal and external competitive advantages and the relevant problems it faces; Finally, according to the conclusion, some suggestions for management development are put forward.
2.Main Findings

2.1 The business model of surprise ranking

2.1.1 Economic mechanism of Baidu bidding ranking

Baidu pioneered the business model of ranking by bid. "Paid ranking is a pay-per-performance online promotion method pioneered by Baidu in China. After the purchase of the service, by registering a certain number of keywords, the promotion information will first appear in the corresponding search results of netizens." Companies pay a minimum of 30 cents per visit to attract a potential customer. If an enterprise registers the keyword "electrical equipment" in Baidu, when consumers look for the information of "electrical equipment", the enterprise will be found first, and Baidu will charge according to the number of potential customer visits brought to the enterprise.

According to habits and technical and economic principles, search engine users need to browse classified directories or enter keywords to find the information they need. People's habits of searching and browsing information make the ranking position of manufacturers in search engine pages more and more important, which directly affects the advertising effect of manufacturers, which becomes the business opportunity of bidding ranking. Broadly speaking, "bid ranking" can be said to be the general name of "keyword" bid advertising, including Google, Yahoo and Baidu bid ranking, etc. In a narrow sense, bidding ranking is different from the original search engine fixed ranking of a pay-per-effect search engine advertising model, also called "bidding promotion (service)".

The specific operating rules and commercial economic principles of bidding ranking are: manufacturers buy bidding ranking service, through the search engine operator where to register a certain number of keywords to implement; For the purchase of the same keyword manufacturers, search engine sites in accordance with the registration fee of the level of the decision before and after. The bidding ranking service only needs to click the initial bidding bid automatically given by the system for the classification catalog and keywords. The bidding function of the submission shows that the product information appears in the front position of the specified classification catalog and keywords. In the same keyword, the higher the ranking will get more user clicks and visits, which is the key to improve the advertising effect and sales. Therefore, the bidding ranking service is actually a "secondary price auction" model, which is an Internet marketing model that pays according to the economic "effect". Its business strategy is very clear, which not only brings rich customers to the manufacturers, but also brings rich profits to the search engine operators.

2.1.2 Baidu bidding ranking has five characteristics

(1) The world's largest Chinese Internet marketing platform with wide coverage. Baidu is the world's largest Chinese search engine and one of the world's top 10 websites, covering 95% of the country's Internet users, and is the most valuable enterprise promotion platform.

(2) Pay according to the effect, the average cost of acquiring new customers is low. Baidu's bidding ranking is completely charged according to the number of potential user visits brought to the enterprise, and there is no charging without customer visits. Enterprises can flexibly control the promotion force and capital investment, so as to achieve the highest return on investment.

(3) Highly targeted, the promotion information of the enterprise only appears in front of the potential customers who are really interested, which makes it easier to achieve sales.

(4) There is no restriction on the promotion keywords. Enterprises can register multiple keywords for free at the same time, and the quantity is not limited, so that every product of the enterprise has the opportunity to be found by potential customers, and supports the promotion of the whole line of products of the enterprise.

Full intimate service. Baidu has the largest network marketing service center in the industry, covering the whole country, providing value-added services for enterprises throughout the process and fully guaranteeing the use effect of network marketing.

2.1.3 Timing of bidding ranking

(1) Before the effect of search engine optimization does not appear or only partially appears. In order to get the site up and running as quickly as possible, paid ranking is a relatively controlled advertising expenditure. We can provide reference data for search engine optimization by clicking through the bid ranking.

(2) In the appropriate period after the effect of search engine optimization, can be launched at the same time. This period is usually the holiday season, such as Christmas to the Spring Festival such as the peak consumption season. In the site to hold short-term promotional activities, the use of SEO may be too late, this time the use of bid ranking is a good method.

(3) After the use of SEO efforts, if some core keywords still can't get a good position, then you need to use bidding ranking as a supplement, so as not to lose important potential consumers.

(4) in the natural fluctuation of the search engine, if some of the core keywords natural ranking decline, at this time to use the bidding ranking to make up, wait until the next round of SEO work after the natural ranking to go up again and then the bidding ranking down to save costs, so that you can stabilize the business volume of the site, for all parties and good.

(5) If the website is rich in funds, it can be carried out at the same time, the natural ranking and bidding ranking will not reduce the effect of promotion, and there will be a plus a better effect than two.

(6) Because of the rules and restrictions of the search engine company, some keywords do not open bidding ranking, such as brand keywords, this time can only use SEO methods to promote these special keywords.

(7) If it is a new online sales item month, not sure whether it is feasible or not clear about the size of the market, for these experimental projects, the use of bidding ranking will be a good market research method.

With the growing maturity of the Internet in China, especially the popularity of search engine marketing services, more and more enterprises get a large number of new customers from search engines, and more and more enterprises taste the sweetness of the "pay-per-effect" network marketing service fee method pioneered by Baidu. Therefore, domestic enterprises have increasingly recognized that network marketing is not to build a website or buy a set of systems, but to get more potential customers from the Internet, and ultimately improve their own sales.

However, the pie of the Internet search engine market is not infinite. With the strong development of Baidu, Yahoo!, Google and other companies have also joined the competition in the process of the continuous development of the Chinese Internet market. At the same time, China's local emerging search engines have also been launched, such as 360, Tencent and so on. Baidu also foresees the continuous saturation of the Internet search engine market in advance, and actively seeks to transform its business model with the help of its self-generated advantages.

2.2 Transformation of business model

Baidu pioneered the business model of competitive price ranking and took the lead in launching it in China. The business strategy relying on competitive price ranking was the first to take firm steps in the Internet market. With the further development of the Internet wave, Baidu does not stop at a single Internet search engine business, but actively seeks to realize a positive transformation with the help of the Internet, develops towards artificial intelligence, digitalization and other directions, and is in the forefront of the industry in intelligent driving, smart city and other fields. Under the general trend of integrated development of cloud, AI and Internet, Baidu has formed a new multi-engine growth pattern of mobile ecology, Baidu intelligent Cloud, intelligent transportation, intelligent driving and more frontier layout of artificial intelligence fields, which has accumulated strong potential energy to support future development.

At present, the majority of consumers in the market on the cognition of Baidu is still in the stage of Baidu search engine, Baidu is only Baidu search, just a specialized search engine company. "This deviation in cognition is understandable. After all, Baidu, as the largest Chinese search engine, dominates this field in China, with a market share of over 80% at one time." This product is also the closest to consumers, the closest to ordinary C-terminal users, so many people directly substitute their experience on the search engine into the evaluation of Baidu.

Over the past decade the Internet has made the transition from the PC era to the mobile Internet era. Ali through Alipay, mobile Taobao completed a gorgeous turn; Tencent is unbeatable in mobile chat; Some companies, such as Byte, have emerged with the help of short videos. These companies have taken the wave of mobile Internet, embarked on the fast track of rapid development, the volume of several times in a few years to complete the expansion of levels. The original BAT Yusan Baidu has no voice, in the major Internet race, rarely see Baidu figure.

Baidu has not given up its development on the Internet track, but is actively seeking to achieve positive transformation with the help of the Internet. On May 26, 2022, Baidu announced its financial results for the first quarter of 2022. According to the financial results, Baidu's investment in core research and development in the first quarter reached 5.134 billion yuan, accounting for more than 20% of the expenses and revenue invested in research and development. This is the sixth consecutive quarter that Baidu has exceeded 20%, ranking first in the proportion of research and development investment in China. "In 2013, when all Internet companies were planning how to seize the market of the next mobile Internet era, Baidu launched the Baidu Driverless car project, which also set the tone for the development of Baidu in the next decade." Baidu is positioned as a technology and Internet company, so it continues to deepen its efforts in technology, artificial intelligence and other fields.

On the contrary, the advertising business side of the Internet is stagnating, the growth of Internet users is slowing down, and the argument about the ceiling of the Internet industry is frequently mentioned. Advertising, as the revenue pillar of various Internet companies, is also stagnating, and the Internet industry is crowded, making it difficult to develop new growth points. As can be seen from Baidu's financial report of Q1 in 2022, the contribution rate of non-advertising marketing revenue to core business revenue of Baidu reached 27%, a relatively large increase, with a year-on-year growth rate of 35%. This part of revenue is brought by Baidu's artificial intelligence field. While other Internet companies are stuck in the revenue growth dilemma, Baidu has been able to achieve multi-pole growth driven by technology. In fact, it should be noted that Baidu's every appearance in recent years is related to technology. Baidu's years of efforts in the field of artificial intelligence are bearing fruit. "In 2017, Baidu launched Apollo to provide an open, complete and safe software platform to partners in the automotive industry and the field of autonomous driving, helping them to quickly build a complete set of autonomous driving system of their own by combining vehicle and hardware systems". On September 10, 2020, Baidu Apollo officially opened its self-driving taxi service Apollo Go in Beijing. Users can book a car on Baidu Map or Apollo's official website. In October of the same year, Baidu's self-driving taxi service was fully opened in Beijing. If you place an order directly at the autonomous taxi stations in Haidian and Shunyi, you can try out the autonomous taxi service for free. On August 18, 2021, Baidu released the brand new autonomous driving service platform ---- "Radish Kuai", which has been implemented in cities such as Beijing, Shanghai, Guangzhou and Shenzhen. In the Q1 of this year, Radish Kuai provided 196,000 rides. The commercialization capability of Baidu's autonomous driving business is gradually showing up, bringing new revenue growth point to Baidu."Baidu launched Baidu Intelligent Cloud Platform in 2015, providing enterprises and developers with artificial intelligence, big data, cloud computing and other services, aiming to provide intelligent technology for various industries with advanced technology, change the traditional mode of production, and promote the intelligent and digital process of various industries". During the Beijing Winter Olympics, the appearance of digital people in sign language made the "silent world" feel the charm of the Winter Olympics. Wen Yaoyao, a digital museum interpreter launched by Baidu on International Museum Day, will also make visitors' exhibition experience even better in the future. In the field of smart city, Baidu Intelligent Cloud has been implemented in Beijing, Shanghai, Lijiang, Chengdu and other cities, and created more than 70 smart application scenario solutions in the four sectors of urban insight, urban governance, industrial development and services for the people.

2.3 Baidu overseas product matrix

In order to cooperate with the further development of Baidu's overseas business, the new Baidu International Division was established in July 2018. Through localized design and operation, as well as AI technology, Baidu International provides overseas users with innovative products, and builds a bridge to the vast overseas market for customers. The product matrix, which consists of overseas input method Simeji and Facemoji, native recommendation platform popIn and overseas advertising platform MediaGo, provides users and customers with products and services around the world, helping Chinese advertisers to go overseas, covering more than 200 countries and regions around the world.

2.3.1 Overseas input method

Baidu overseas input method is an important product of Baidu AI landing application. Facemoji and Simeji overseas input method have successfully entered the world with three core elements of innovation, localization, and win-win cooperation. Through AI empowerment, the competition barrier is continuously strengthened, and three innovative functions of intelligent voice, intelligent recommendation and intelligent expression are provided to overseas users, leading the AI trend in the global input method industry. Simeji has been working in Japan for many years and is the largest third party input method in the Japanese market. Facemoji covers Europe, the Americas, Southeast Asia, the Middle East and other regions. Baidu's overseas input method has been installed more than 100 million times worldwide and supports 120 languages, covering 190 countries and regions around the world. Baidu has cooperated with more than 100 world-renowned IP, achieving a double harvest of technology and market, and setting a benchmark for Chinese technology brands to go overseas.

2.3.2 popIn native advertising platform

In 2015, Baidu acquired popIn, a Japanese native advertising company. popIn focuses on intelligent services and provides a content recommendation platform for news media that supports native advertising. After the acquisition, popIn quickly gained a leading position in the Japanese market, enabled by Baidu's AI technology. In the following years, popIn has expanded into the Asian market and now has business in South Korea, Taiwan, Singapore, Thailand, Hong Kong, Malaysia and other regions. With more than 1,000 quality media partners, Popin has become the largest native advertising recommendation platform in Asia.

2.3.3 MediaGo overseas advertising platform
In 2019, MediaGo launched its overseas advertising platform. Baidu International has established partnerships with high-quality overseas media such as Snapchat, Pinterest and Reddit to provide one-stop digital advertising services for customers to expand overseas markets.

2.4 Analysis of Baidu's Five Forces model

Porter's Five Forces analysis model was put forward by Michael Porter in the early 1980s, which has a profound impact on the development of enterprise strategy globally. Used in the analysis of competitive strategy, can effectively analyze the competitive environment of customers. According to Porter's point of view, competition in an industry is not only carried out among the original competitors, but there are five basic competitive forces. The status and comprehensive intensity of these five basic competitive forces determine the intensity of competition in the industry, thus determining the final profit potential of the industry and the flow degree of capital to the industry. All this ultimately determines the ability of enterprises to maintain high returns.

Analysis of Baidu's Five Forces model:

(1) Bargaining power of suppliers: As the leader of China's search engine market, Baidu has no big suppliers in the industry. Generally speaking, Baidu obtains the intellectual property it needs through acquisitions and mergers and acquisitions. Compared with other high-tech enterprises, the bargaining power of suppliers is weak.

(2) The bargaining power of buyers: in the search engine industry, buyers generally want to implant other corporate websites and advertisers in the search site. However, China's search engine market is a typical duopoly, and buyers have weak bargaining power.

(3) Threat of new entrants: Technology-intensive industries such as search engines have high entry barriers. The main barriers to entry are (1) the technology content of the search engine industry is relatively high, and the development of this business requires considerable capital investment for technology research and development: (2) search engine professionals are relatively short, and small and medium-sized search engine manufacturers may encounter talent bottleneck if they want to enter; [3] The market pattern has stabilized, small and medium-sized search engine manufacturers want to enter the market, there is no market share. As a result, Baidu faces little threat from a new entrant in the search industry.

(4) Threat of substitutes: As mentioned above, search engine is a high-tech industry, which requires more funds to invest in technology research and development, which can not be completed overnight, nor can anyone want to do it. Therefore, Baidu search engine substitutes pose little threat.

(5) Competition from existing competitors in the industry: As mentioned above, Google and Yahoo are both potential competitors of Baidu in the search engine industry. As a high-tech industry, search engine developers are not afraid to slack off product and technology innovation and upgrade, it can be seen that the search engine industry competition is quite intense.

2.5 The SWOT analysis of Baidu

	Strengths

Chinese processing, localization of localization

Good at the Chinese market, successful operation

A strong sense of psychological identity
	Weakness

Search for the bidding ranking caused by the controversy

The lack of technology, the low-level technology needs to be strengthened

Poor language processing ability in many countries

	Opportunities

China's potential Internet market is huge

The support of various outside forces

Website alliance products for market recognition
	Threats

Threats from the industry and potential competitors

The test of commercial traffic

Innovation in technological power


2.5.1 Analysis of Baidu's internal Strengths

(1) Advantages of localization.

Theoretically search sites need to do "search without limits", the first is to solve technical problems. Because search engines are typically technology-driven products that provide you with information "retrieval" services that use programs to categorize all the information on the Internet to help people find the information they need in the vast sea of Internet. In other words, everything that exists on the Internet can be searched for as long as the technology is strong enough. But all of this must comply with the "rules" of the Chinese Internet - the filtering of harmful information and information security issues. Therefore, Google needs to take care to calculate things, "there will be no obstacles in Baidu, because Baidu's biggest advantage is a Chinese company, there will be no foreign investment industrial policy, Chinese rules and other problems."

(2) Proficient in the Chinese market and successful localization operation.

Sinicization means conforming to Chinese rules, localization of technology and localization of management. Baidu has launched a series of products and services with Chinese characteristics, such as paid ranking. At the same time, and can chase the popular fashion, to meet the needs of Internet users and mass.

(3) Strong psychological identity.

So far, "whether users search click or enterprises use the Internet to promote products, they are more inclined to choose Baidu, because Baidu makes Chinese people more accustomed to using; This is frustrating for Yahoo and Google, because a usage habit can directly determine how much market share there is. The determining force of usage habits is the cultural factor in technology."

2.5.2 Analysis of Internal Weaknesses of Baidu

(1) "Controversy caused by search bidding ranking".

The same is to Baidu company to bring excessive profits of the bidding ranking, and Baidu has been a lot of doubt and even criticism. If this continues for a long time, its brand image will be greatly diminished.

(2) Lack of technology.

Baidu is up against Google and Yahoo, whose technological prowess is well known and will win. Chinese culture is only a matter of time, and for ordinary netizens, easy use is the absolute principle, not something that can be decided by national sentiment. From this point of view, Baidu can only develop newer and better technology to cope with this changing trend.

(3) Poor multilingual processing ability.

For Chinese search is both the strength and weakness of Baidu, now pay attention to internationalization, when it comes to foreign information, Baidu is obviously not as good as other multi-language processing technology search engines.

2.5.3 Analysis of Baidu's external Opportunities

(1) China has a huge potential Internet market.

With people's pursuit of spiritual life, its network market will continue to expand, the number of Internet users will continue to increase. "At the same time, Baidu still has a strong lethality in the Chinese consumer market when it is fully in the right place and people. After all, it is made in China, so it has a strong market competitiveness compared with Google and Yahoo.

(2) Support from various external forces.

The support of relevant government industrial policies finally promotes its healthy development.

(3) The website alliance products are recognized by the market.

Only when there is a market can there be sales, and higher market recognition can promote the increase of its market share and win more users.

2.5.4 Analysis of Baidu's external Threats

(1) "Threats from the industry and potential competitors".

Under Kai-fu Lee, Google China, Baidu's main industry competitor, has stepped up its localization efforts. In the channel mode, we not only use the combination of direct selling and agency, but also gradually establish our own channels. At the same time, in addition to the news, mobile search, map product line layout, will also start to involve entertainment, community, client products. As you can see, Google will put a lot of effort into the Chinese search experience. Yahoo's search is mainly aimed at e-commerce, Alibaba's customers are small and medium-sized enterprises, and it is small and medium-sized enterprises that are willing to pay for search. Alibaba has more than 9 million merchants' B2B websites and more than 10 million registered members on Taobao.com. These customers can easily choose to become consumers of Yahoo search engine. Alibaba "B2B SME resources +3721 channel power + search and e-commerce" combined concept, so that Yahoo! In the SME market is indeed very selling point. From this point of view, Yahoo for Baidu's potential threat means more serious.

(2) Test of commercial flow.

At present, although Baidu occupies a large market share with its huge flow of individual users, but with the maturity of the search market, enterprises are becoming more and more rational in the treatment of traffic, in addition to the click on potential customers, for those who can really bring revenue traffic will pay more attention. Therefore, the commercial traffic of search engine has a direct relationship with the effect of search bidding. Commercial flow has become an important criterion for enterprise customers to choose bidding vendors. According to the data in the 2006 China Search Engine Market Research Report, the commercial traffic of Yahoo was 88.9%, Google 85.6% and Baidu 79.5%. We can see that the increasing emphasis on commercial traffic is not beneficial to Baidu. As the traffic of students is the majority and the positioning is too entertainment-oriented, Baidu falls into the dilemma of "high traffic, low value".

(3) Innovation of technical force.

Closely related to search technology is the search for talent. The company's cultural characteristics do not catch the eye of Baidu, in the campus to rob people's action, from the company's image in advance lost a move. In terms of grabbing people, it is clear that Google and Yahoo are more sophisticated and detailed than Baidu. In the perception of Chinese students, technologically innovative companies with a foreign flavor are more attractive. Microsoft created the myth of campus recruitment by virtue of this, and won the college students it wanted. Today, Google has established a halo image than Microsoft in various media at home and abroad, for learning In life, it has a fatal attraction.

3.Conclusion

As mentioned above, combined with the five forces analysis model and the SWOT model, Baidu has a large number of competitive advantages, especially internal advantages and numerous external development opportunities, so it is suitable to adopt the developmental strategy. At the same time, it should be noted that many disadvantages inside the enterprise need to be constantly improved, while opportunities and threats outside the enterprise coexist. For the whole search engine industry, Baidu and Google, Yahoo between the duel, obviously is not a hand-to-hand between search and search, and the judgment and grasp of the future trend of the Internet. No matter Baidu, Google or Yahoo, they are no longer limited to the single development of the Internet circuit. On this basis, they continue to deepen their efforts in artificial intelligence, digitalization and other fields. The competition of these enterprises in the future will also be diversified and comprehensive strength competition.

4. Recommendation

Through the above analysis, we have a certain understanding of Baidu's profit model, development and current situation. This paper believes that Baidu's business model is very successful on the whole. According to the results of SWOT analysis and five forces model analysis, Baidu should: Therefore, Baidu should give priority to the integration strategy in its strategic choice, strengthen its position in the search market through effective resource integration, increase technology investment and the effective development of enterprise products, and establish a good brand image. Organic integration of existing products and potential market, and find effective profit points in the market, so as to form the real core competitiveness of the enterprise.

Specifically, there are the following strategies:

1. Make full use of available resources, continue to give full play to its localized advantages, and provide a full range of services to better meet the needs of domestic users;

2. Seek solutions to overcome the disadvantages brought by the profit model dominated by bidding ranking, and seek diversified profit models;

3. Pay more attention to talents and innovation of technical force. Actively introduce talents, innovate science and technology, promote product and technology innovation and upgrading, enhance their competitiveness, and actively respond to the challenges of domestic and international market.

