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Google and Baidu
What strategy should Google use to get back in China?
An overview of the internal and external factors that shape the strategic decisions that Google should take in order to succeed in the Chinese market for the second time.
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Executive summary
The case study will explain the findings after the internal and external analysis for Google and Baidu. The key findings in this case study indicate that Google was focused in competing directly with the country’s number one search engine Baidu, which was not a successful strategy due to complications and criticism from the Chinese government about certain content available in Google’s search database. In 2010 Google retrieved its operations from China, aiming to get back in the market in the future. Based on the internal and external analysis it is recommended for Google to imply a diversification strategy when attempting to get back to China again. This type of strategy would give Google the opportunity to enter the Chinese market again and increase their market share by creating strategic alliances with other businesses in China that might have a need for internet search and web based services. With the Chinese market being the second largest market in the world it is a valuable market with a huge online demand hence it is advisable for Google to try and get back in China, by using diversification strategy and a strong legal and engineering team that will help the company to understand the Chinese language better and to company with the complicated communist laws and legislations in order to avoid and future problems with the Chinese government.











Introduction
Google is the largest web searching engine providing nearly 90% of the worldwide internet searches, as of March 2019 followed by Bing, Yahoo and Baidu. (Statista, 2019) As seen from the statistics Baidu, even though it only operates in China mainland, it has a very big market share, being fourth on the list. This large portion of market share might come as a result of the fact that the biggest search engine in the world, which is Google is not available at present in China allowing Baidu and other national Chinese search engines such as Liebo, Tianya, Tianya Wenda and Tencent to be the most preferred ones mainland China, leaving no space for competition or market share. Therefore the purpose of this assignment is to outline Google’s and Baidu’s strategies in China and suggest new methods for Google to be able to compete in the Chinese market.
A brief history Google.
As stated above Google is currently the largest search engine worldwide. (Statista, 2019)Having said that, worldwide does not include China for Google and this company is not allowed to operate with the country, hence google services such as Google Plus, Google Cloud and Gmail, Google News and Google Maps are not available to use in China. Google started operating in 1998 and due to the quick expansion it became listed in the stock exchange market in 2004. Since then Google has expanded rapidly being the number one search engine worldwide. However not everything has been a smooth ride for the company. The search engine company has become subject to multiple fines due to violations of certain laws and regulations, especially in Europe. According to The Guardian Google has been fined at the amount of €8.24bn by European Union commission over past two years. In three separate occasions Google was found guilty of breaching the EU regulations, following which it was fined accordingly. 
Google was fined €2.4bn in June 2017, for manipulating the Google Shopping search results in order to give priority to its own shopping services, which would be the ones that would appear first when users were looking for a particular product or service. Considering the artificial and illegal promotion of these search results google was found guilty of manipulating the search results as they prioritized Google’s shopping services at the top search results, seriously harming the wider comparison market. (Kelion, 2017)
In July 2018 Google was fined a record €4.3bn by the EU commission following the revelation that the US tech firm required smartphone manufacturers to pre install Google search and browser apps before shipping the smartphones to their owners. This was done by the company in order to secure continues market dominance of the search engines in android smartphones. However this was an ill practice, against the EU antitrust rules which triggered the fine imposed. (Barker & Khan, 2018)The last of these fines was imposed in March 2019, at the amount of €1.5bn and following contracts that Google would make businesses to sign if they wanted to use Google’s technology in order to advertise their business. (Hern & Jolly, 2019)
One of the latest problems that google has run into is the termination of its Google+ services, meaning that some of the social media use offered by Google+ such as accounts and photo albums created with it, are deleted as of 2nd of April 2019. This was done due to the low usage of the service and the high maintenance costs, however it might be potentially linked to a data leak in March 2018. (Hern, 2019)
Main body  
Strategic management 
According to Chandler, “strategic management is the determination of the long-run goals and objectives on an enterprise and the adaptation of course of action and the allocation of resources necessary for carrying out these goals”. (Chandler, 1963) Whereas Michael porter defined business strategy as “competitive strategy is about being different. It means deliberately choosing a different set of activities to deliver a unique mix of value”. (Porter, 1996)Strategic management according to Exploring Strategy book is also focused on the long term direction of the organization in order to increase the wealth of the owners by improving the company’s performance.  (Johnson, et al., 2017)
For Google their main business strategy comprised in expanding their company through acquisitions, which increased their revenue as well as their market share. For example Google acquired YouTube in 2006 (BBC, 2006)and SkyBox imaging in 2014  in order to obtain its satellite technology and use it for improving their google maps service. Another important acquisition made by Google was when the company bought DoubleClick in 2007, using this purchase to expand their online advertising business. (Story & Helft, 2007) Other effective business strategies for Google include the success of their Android OS smartphone system and targeting new markets in the emerging countries. 
Baidu on the other hand has followed a more customer approach type of business strategy. Being a Chinese company, it is fully compliant with the local laws and censorship regulations imposed by the state government. They are expected to grow in China due to their understanding on the Chinese language and culture. Baidu also offers certain services such as senior citizen search, missing people search and patent search. These services are very specific to the Chinese legal requirements, hence Google would struggle in offering such services. The company has also followed a diversifying strategy, where they have invested in other products and services, such as AI, portable smart speakers and financial services. They have also expanded overseas, even though not as rapidly, however are making a progress in countries like Brazil, India and Indonesia, taking advantage of the emerging economies in order to establish a customer base. 
Google Inc. and Google.cn 
Google Inc. is the largest worldwide web searching engine, having a market share of more than 90% throughout the globe. (Adriole, 2018) The company became was listed in the stock exchange in 2004 and two years after that it launched google.cn the google equivalent web search engine in China. According to the Financial Times, it wasn’t until September 2007, when finally google.cn finally got its license to operate in China by the Chinese government. However in order to get permission to operate within China, Google agreed to block certain websites and to maintain any services which involve confidential and personal data, such as Gmail for example. However it would inform Chinese users when certain information was blocked which was not very appealing to the Chinese government. Google.cn continued to operate and compete in the Chinese market, head to head with the country’s biggest search engine, baidu.com and is spite of challenges such as censorship issues and warnings and criticism by the Chinese government about Google making available harmful websites through its search engines, such as pornographic websites and medical websites which were not licensed to operate. In 2009 a potential data breach caused by an online hack, named Operation Aurora, affected Google’s intellectual property, including exposing the Gmail accounts of Chinese human rights activists, pushing the company to its limit. After this event, Google decide to withdraw its operations from China in 2010, announcing that they would go uncensored and then maybe to return to China again in the future, through negotiations. Since 2010, Google has tried to get back to China by setting up strategic alliances with Baidu’s competitors. By strategic alliances it is meant when two or more companies combine their resources, technology and capabilities in order to come up with new solutions about producing and distributing their technological services.
Baidu and its operation in China 
Baidu is the google equivalent search engine in China with a market share of nearly 70% of the whole total Chinese market  and a global market share of 0.95% as of march 2019, making Baidu 4th on the list of worldwide search engine market share. (GlobalStats, 2019) . The search engine operates mainly in China since the year 2000 and it offers internet based products and services, such as info, products, news, images, advertising services, financial services etc. (Baidu, 2019) Being a search engine that was established in China, from Chinese developers that had a very deep understanding of the Chinese language and culture the company grew quickly for the last 19 years. Baidu offered web search and marketing services based which were compatible with what the users were looking for and that were up to date with the local preferences. This also means that Baidu is in compliance with the Chinese government rules and laws, by censoring and removing certain data from their search database, giving the company a competitive advantage in their home market. This is due to the fact that foreign web search engines have a policy of transparency and not hiding important information, hence it would be difficult to run an uncensored website in China. 
In July 2014 Baidu expanded by launching Baidu Busca, the Brazilian version of Baidu search engine and acquired another an e-commerce site in Brazil. (Bishoff, 2014). They also have entered and are competing in other markets such as, Japan, Egypt, Indonesia and Thailand, reaching at about 260 million active users as of 2015. (Baidu, 2019) Baidu it also focusing their investments towards AI (Artificial Intelligence), cloud computing and autonomous vehicle technology platforms. It is currently ranked the third company nationwide for its sale of smart speakers, since their product, Xiao DU speaker is selling fast and for a cheap price, making the company the company the fastest growing speaker brand in China, after Alibaba’s and Xiaomi’s speakers. 
Even though the company is expanding, according to BBC, the economic growth in China is slowing down with an expected growth rate of 5.6% for China according to the figures that they had been provided so far. Baidu’s CEO, Robin Li, however has stated that even though the slowdown of the economic growth in China is expected, Baidu will use this time to review its business operation by cutting unnecessary costs, improving its operational efficiency and to expand in other markets that have a higher growth rate. (Bastone, 2019)
An overview of China’s politic situation and economy 
As mentioned above the Chinese economic growth is slowing down, however the Chinese market is the second largest in the world and it is still growing but at a slower rate, as the McKinsey describes it, it is slowing down, but still adding the equivalent of Australia’s economic growth rate every year.  (Leung, 2019) From 1949 China has been led by the Communist Party since then it has been a single party state where opposition is not tolerated and dissents are brutally repressed. For this reason, the party has got total political authority in People’s Republic of China, and this is done by controlling the state, the media, the military and somewhat the economy of the state, through rules, laws and legislations that assure political dominance for the Communist party in China. Being a communist state the country is largely regulated by strict rule and laws, which make it difficult for foreign companies to establish relationships with Chinese businesses as they have to go through a lot of procedures, laws and government officials in order to be accepted to trade in or out of China.
It is worth to mention that the Chinese economy benefited from moving from a centrally planned to a market based economy, which lead to the Chinese economy growing rapidly and stimulating the social development for the country as well. In 1978 there were major market reforms made by the Chinese government. This means that the once centrally planned economy, where the Chinese Government would make the economic decisions rather than the business and the customers coming into an agreement that benefited them, would allow the companies and businesses to make decisions more without having such a major influence on them. The country hence experienced a GDP growth of 10% per annum, which not only did contribute to the Chinese economy but also it played a major role in the world economic growth during the global financial crisis in 2008. (Worldbank.org, 2019) On the other hand being the world’s second largest market it makes the Chinese economy very valuable and an attractive market for foreign companies. This is one of the reasons why Google and many other companies would like to enter the Chinese market. However certain rules and regulations would means that they cannot operate as freely as they would in other countries of the world. So in order to operate in China, for Google at least, they have to give up a lot of their integrity, by either complying with the Chinese regulations of censorship or not operating there at all. 
CSR – Corporate Social Responsibility 
 By Corporate Social Responsibility it is meant the voluntary commitment of organizations to behave ethically and contribute to the economic development while improving the quality of life of their workforce, their families as well as the local community and society.  (Johnson, et al., 2017, p. 150) Thus Google for example has an overall good performance in CRS, as far as employees, suppliers and community are concerned. However cyber-attacks, the advertising of harmful websites, taking advantage of their dominant market position and data breaches continue to be a problem for google. The company is continuously being chosen as preferred company for employees to work for, being ranked the number one most reputable company by Forbes in 2018, (Valet, 2018) however in terms of its CSR performance the company ranked the world’s third in 2017, stating that this shift in rank came due the company speaking out in issues that they believed in and the public being more critical due to knowing the company better. (Strauss, 2017)
Baidu on the other hand states that their CSR practice is based on remaining focused and fulfil its role as a responsible corporate citizen. The company helps their employees to achieve their personal and professional goals, it will help it consumers by proving the information and the service that they need, hence leading the way in Internet industry responsibility and sustainable development. Baidu states that they have a strong support from their partners, indicating a good relationship with the other company that they might do trading with as well as with the local Chinese government. (Baidu-CSR, 2016)
One of the main drivers in its CSR compliance even though not very obvious, it’s the Chinese government. The lack of freedom of information, where Baidu has removed certain content from its search database might be a good and a bad thing, but more importantly it is required and approved based on the Chinese laws and regulations. A good use of removing certain information or websites might be when dark websites, which might be harmful for the users are blocked, such as non-licensed medical websites for example, which a certain case lead to a Chinese student dying after getting bad advice found in a non-licensed website through Baidu. (BBC-News, 2016)However the downside of being regulated by the state is that Baidu is not allowed to display any information that might be associated with opposing the state or any other information which the Chinese government deems to not be suitable for the public to know. In case such censorship is done to protect the public that would be a good move for the government, however majority of the time the government just wants to hide any possible information that might spark a protest or any other rebellion from the Chinese people, impacting the people’s right to be informed at what is actually and really happening within the country. 
Google and Baidu Analysis
PESTEL for Google and Baidu
Google and Baidu are both companies that operate nationally and internationally, hence these two companies are both impacted by certain changes that might happen in the global market. For this reason in order to stay ahead with their business strategies the companies should be up to date with the changes in the internal and external environment. Therefore PESTEL will be used in order to analyze the impact that the external environment has upon both companies. 
Politics 
The major drivers for the political factors include the state and the civil society organization within that country. Google is a large multinational company and countries such as America and Western European countries are considered as a low political risk for the company, whereas a country such as China where they wanted to operate are considered as a medium risk country, meaning that certain political changes in China might have a higher in Google. (Johnson, et al., 2017, p. 37) One of the major political issues in China that affects both Google and Baidu is the censorship and limitation on what information the tech giants can offer to their users. Being a communist country certain ideas, information and other media content might be threatening to the Chinese government, hence limitation have been imposed upon all Chinese search engines and were imposed on Google as well for the time that it operated in China. For Google this is a downside as they have to contradict their purpose, whereas for Baidu being a Chinese company is an advantage as they are familiar with how the People’s Republic of China works, however there is always a risk due to anti-trust laws relating to the information that is available online. 
Economic 
Economic factors such as inflation rates, exchange rates and the fluctuation of economic growth are all factors that should be taken in consideration by both Google and Baidu. The Chinese economy is slowing down at the moment, it is now expected to be 6.5% (BBC.News, 2019) from the average 10% annual economic growth, something that was accepted and recognized by Robin Li, the CEO of Baidu, and this is being used to focus on improving their operations and investing in markets that have a high growth rate. For Google on the other hand the fact that the Chinese economy in not growing as fast as before should be a signal to become more alert with the economic development of the country, since they are making plans on returning to operate in China again. 
Social 
Globally there is an increase in demand for usage of social media, online advertising and many other online services. Demographically the age of the population accessing online services is decreasing, whereas the number of people using internet based services has increased rapidly due the rapid development of technology and due to it becoming more affordable. Both of the companies are impacted by this factor as it influences the demand and supply of the services the users want as well as the innovation and the effectiveness of the organizations. For instance Google stated its own platform of online shopping, called google shopping, which was triggered as a result of high demand for users to make their purchases online, while Baidu stated selling the successful and cheap portable smart speaker Xiao DU, which was high in demand in China. One of the major social factor that impacts the operations of both Google and Baidu in China has to be the culture of Chinese people. 
Technological 
New technology being introduced, is disrupting economies and companies. Google as well as Baidu have to work in order to keep up with the newest technology in order to keep the dominant positions in their respective markets. This would allow both companies to increase market share where possible. There is a rapid growth in internet access for the developing countries, where both companies have aimed to access the market and establish a customer base and presence, for example Baidu launched Baidu Busca in Brazil whereas Google plans to spend $1bn to buy 180 satellites to help people from the developing countries to get online. (Rushton, 2014) In China however Google and Baidu have focus improving their technology as there are other competitors within the market, like Alibaba and Taobao, which are diversifying and becoming a potential threat for both companies. 
Environmental 
Google is one of the company’s that is taking a green approach towards the physical environment, their data centers are created to use on average 50% less energy than a typical data center. Google has turned to solar power and helping to reduce illegal fishing by releasing their Global Fishing Watch platform. (Google, 2019) . Depending on a country there are different requirement for the level of contribution in the local green initiatives. Due to the quick expansion and development in China the level of pollution has increased tremendously, hence companies like Google as well as Baidu will be subject to regulations and government policies that aim to reduce the pollution levels in China. This is an advantage for the Chinese government, as companies are expected to lower the negative impact that they might have in the environment however, it is a drawback for these two companies as it might be more costly for them to operate in particular parts of the country.  (greenpeace.org, 2018)
Legal 
In general self-regulated by its CSR, however the EU commission has required certain practices by google to be terminated and it has been fined for unfair and illegal practices, which do not comply with the consumer laws, labor laws and safety standards. Baidu on the other hand has to comply the national and international laws as well, since it also operates in other countries. As far as the companies are concerned in China, both of them need to follow the Chinese government anti-trust laws and copyright, patent and intellectual property law. It is worth to mention that Google might need to be careful as even though the laws exist protecting intellectual property and copyrights, they have very low impact in the country. 
SWOT analysis
SWOT analysis are intended to identify the strength, weaknesses, opportunities and threats for an organization. This analysis is partly internal and external, considering that the strength, weaknesses are used to identify resources and capabilities of an organization and the opportunities and threats are related to the external environment.  
Strengths
For google, its strengths include its established worldwide market position, being world’s number one search engine with 90% of the total market share. Other Google strengths include, its established reputation as one of the world’s most reputable companies, where employees would like to work, being the dominant player in the world of advertising and the company’s ability to stay the number one android mobile operating system, since its Android OS system is used by most of the major smartphone producers such as Samsung, Sony, Huawei, Xiaomi, Lenovo etc. Google has also been producing a healthy ROE figure, except in 2017, when the company’s performance was poorer than any year previously. The most recent ROE figures for Google are 17.3% for 2018, 8.3% for 2017 and 14.01% for 2016. (CSI, 2019)
On the other hand Baidu’s strengths include the high level of customer satisfaction, since the company is committed in delivering quality research and data to their users, a highly skilled workforce due to the company investing massively in training and development of its employees. Baidu has also been successful in complying with the local government laws and regulations and it has successfully expanded overseas, tailoring their services to the needs of the people that use Baidu in that specific country. Being a Chinese web company it understands the culture and its users better than any other potential entrant in the market, hence it is currently the major dominant in the Chinese market. Financially Baidu is also in a very good position to invest in new projects, with a net profit of $4.01bn and an ROE of 16.65% as of the end of 2018. (Bishoff, 2014)
Weaknesses 
Even though for google most of the income is through advertising, this can also be classified as a weakness. This is due to the fact that demand for its advertising services might decline due to the increasing use of social media platforms which also offer advertising services for businesses. For Google in China however one of the main weaknesses included customer loyalty to the existing home search engine brands such as Baidu or Alibaba, a high employee turnover and the Chinese laws and regulations on censorship. 
At Baidu also exists a high employee attrition, where employees leave the job and the head of department does not replace or recruit new employees, putting extra pressure on the existing members. The company has got a specific work culture, traditional work environment, which works for them quite well, due to being a communist state, however this is a weakness as the company finds it difficult to integrate or collaborate with firms that have a different work culture, for example Western tech firms have a more relaxed work culture towards their employees. 
Opportunities 
One of the biggest opportunities for Google is to create awareness of the brand in developing countries and they have started to focus on that task by investing in buying around 180 satellites in order to help developing countries to get online. (Rushton, 2014) Google can also focus in diversifying, with the economy in China growing every year, a need will be created for more internet based service, and even though Baidu is offering the majority of these services, if local companies are approached and offered a better price or a better quality of service they might be willing to choose Google services over Baidu’s. 
For Baidu on the other hand one of the main opportunities would be to expand overseas, especially targeting developing countries. These new markets might be profitable as the users would start using the engine provided to them hence they might become regular users for Baidu if they are the first ones to provide the internet access in that particular country. Another opportunity for Baidu would be to follow the market trends since they are changing fast and China is gravitating more and more towards online purchasing, providing a great opportunity for the company to diversify and to introduce new product categories. 
Threats 
Google is at a very favorable position at the moment being the number one search engine worldwide. However being a high tech company, it highly relies on employees with very specific and specialized skills, whom at the moment are at a high demand on the labor market hence it might create a staff turnover issue in the future, especially considering that many tech engineers start up their own businesses after working for a while for tech giants like Google or Baidu. Focusing in China however the main threats would be the Chinese – US relationship and the Chinese government regulations on censorship and intellectual property rights. For Baidu even though it has an established customer base, there a threat deriving from emerging new technologies and the imitation of their products since the copyright laws are not very strong in China. 
Recommendations for Google, putting forwards proposals and solutions 
Based on the analysis made previously the questions that comes to mind is “Is Google a threat to Baidu when entering the Chinese market again?”
One of the issues identified in the PESTEL analysis for Google had the political situation in China. The Chinese government did have certain rules and legislations imposed regarding censorship and what information could be made available to its users, however Google got criticized multiple times due to not being able to block all the information required by the Chinese state. The Chinese government will always be in favor of home developed companies, hence if Google wants to compete and try to replace Baidu and it market share in China, it would be very difficult, considering the censorship issues and the fact that google will have to go through a lot of work in order to establish their presence there. Technologically though even though Google did spend a lot of money to make their technology as compatible and easy to use for the Chinese users, they still could not compete with Baidu’s expertise and knowledge of the Chinese market and culture. 
As part of their strategy to go back to China again, if they establish an agreement with the Chinese government, it would be advisable for Google to employ professional tech engineers from a Chinese background, in order to write the algorithms for a correct translation of the Chinese language, since this was one of the problems that they were having the first time they were in China. Another team to form for their google.cn branch would be a legal team. Since Google was unable to keep up and follow the Chinese laws and regulations, having a well prepared legal team might give the company the advantage they need to enter the market and keep up with any potential changes on privacy, data protection and censorship laws. 
Due to changes in the society, there is an increase in the amount that Chinese population are buying online increasing from 12% of the total retail sales in 2014 to 16.6% in 2018. (Saleh, 2018)Considering the fact that China’s economy is the second largest economy worldwide this increase is really big. Hence Google can maybe think to diversify as a strategic move, giving the company the opportunity to form strategic alliances with already established Chinese e-commerce websites, such as Toabao for example, in order to penetrate the market and increase its operations by not competing directly with Baidu. Baidu being a Chinese company will always have a competitive advantage to Google or any other search engine, therefore it might not be wise for Google to compete head to head against Baidu. But google being bigger than Baidu it has access to new technology and it has much more resources to invest in new projects for further development. So even though Chinese businesses prefer to collaborate only with Chinese businesses, Google might be able to provide those potential businesses with new technology that might be very useful for them to increase their market share and subsequently Google’s one as well. 
Another strategic move for Google would be invest in offering cloud services for businesses and individuals. These storage services could easily comply with the Chinese government regulations, since it only offers storage services and no information from the google search engines. Again having the appropriate technology and the resources it would be easier for Google to provide this product and gain market share by using local businesses or users. It might not be as expensive since Google already provides its Google Cloud platform. The team only needs to tailor it slightly to the needs and requirements of the Chinese government in order to be successful in implementing this strategy. 
Conclusion 
As a conclusion and as an answer to the question above, Google even though it is a global company, it is not really a threat to Baidu at the moment. Reason being its loyal customer base and its strong relationship with the Chinese government. Google might try to penetrate the market, however the Chinese users and the Chinese government would not be very reluctant to change their ways just because Google.cn will be introduced. And even if it was introduced to the country Google.cn would be offering the same information and services as any other web search company in China, due to censorship and blockage of certain information. This would make Google.cn no different from the other web companies, however changes affecting politics between China and US might also indicate whether Google will be allowed to stay or not in China. Being a communist party ruled country China can decide whatever it is more convenient for them about Google, hence politics are one of the other considerations the company needs to be aware of.  
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