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Introduction 

Business organisation of any form and size don’t operate in isolation, rather they work in a collective environment under influence of several factors which can be controlled at varying rates by the management of the company. Changes in environmental forces can affect the entire business model and force the business to undergo several changes in order to maintain its existing market share and utilise the newly created opportunities for growth. A business may not be able to address all such factors, it has to adopt and continuously modify in order to ensure sustainability in the long run (Melovic et al., 2020; Bushe, 2019). Google, or Google LLC, is one of the major search engine companies in the world, which also operates an entire web-based ecosystem around the world. Google operates different systems and has different revenue mechanisms ranging from internet-based advertising to revenue from selling premium subscriptions to the services. It has to operate in a very tightly regulated environment, as it has to operate within the legal framework developed by different countries which can limit its activities. Thus, it is important for Google to adequately analyse the different aspects of the business environment under which it operates to better meet the challenges. It would ensure it can have a competitive advantage over other competing firms. Different environmental analysis models have been used in this study to understand the role played by different factors in the functioning of Google. The current market position, and decisions taken by Google, have also been evaluated in order to understand the impact potential decisions taken on basis of strengths and weaknesses of the organisation can have on its profitability and sustainability. 

The business environment under which Google operates

Google currently operates in a very tight business environment with more than 20 major alternatives operating in the same industry (Price, 2022). Google, however, has commanded more than 80% of the market share with its closest competitor Microsoft Bing receiving more than 10 billion dollars in revenue Shields (2022). Google, is enjoying the benefits of growing population and internet services with it receiving more than 6.3 billion searches per minute in the year 2022 ( Earth web, 2022). The company also has to operate in a tightly regulated government environment where it has to manage several government interventions(Google, 2022). A report by Feiner (2020) suggested Google spent more than 11 million dollars to lobby for its rights and losing above 13.5 billion dollars in various cases around the world. 











PESTEL Analysis Of Google
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Figure 1: PESTEL Model
Source: Author

PESTEL Analysis is one of the major analysis tools used by managers to understand the business environment under which the firm operates in the longer run. It takes into account the current political system in the country of origin and client countries, general economic situation, sociological aspects, technological factors in form of availability and affordability, the environment in form of impact on biodiversity and pollution, and the legal ecosystem  (Nandonde, 2019; Barik & Kumar, 2018). Pestle analysis takes into consideration two major aspects of decision-making, i.e the development of new systems and the implementation of new mechanisms, which ensures the business organisation knows the relative impact of such factors over a longer period of time. PESTLE analysis however is only focused on the macroeconomic factors, and its impact on the internal management or the internal factors like employee willingness is also not considered. Such reduces its significance, making it only a tool for understanding the external factors impacting the firm (Simoes, 2020).

Political Factors - Google operates in a very strictly regulated environment. The company has been regarded as a monopoly, and the government in the United States have taken several attempts to regulate the financial and operational structure of Google due to the role it plays in the entire digital ecosystem (Justice Department, 2020). The company also has to comply with government regulations in different countries where it operates its business. The company also faces challenges imposed by certain countries' governments like China, which has negatively impacted the revenues of the company (Kharpal, 2019).

Economic Factors - Google, is a public limited company hence despite holding a sufficient amount of cash reserves but can face the challenge of negative market movement affecting its valuation. The valuation of the company is decided by comparing the ad revenue of its products and its total revenues, and such can cause an impact on its overall value in the market, as negative results lead to a fall of 70 billion dollar value in 2020 (WSJ, 2022). The company also stores its profits in a location with fewer taxes, but it can bring the challenges of antitrust and currency exchange risks for the company (Gaus, 2019).

Sociological Factors - The changing patterns in society and the growth of social media have led to major challenges for Google. It has sustained itself as a major search engine provider but faces major challenges as other platforms try to integrate information-sharing and distribution mechanisms within its service. The company is also facing challenges from other new companies which are building similar products but with added features and better interoperability. The company has devoted significant resources to understanding customer perception which would help in transformation and the development of new products (ET bureau, 2019).

Technological Factors - Google has developed a distinct technological system which ensures its ecosystem has distinct advantages over other competitors. Such technology has been protected with the help of patents (above 79000) and copyrights. The company has, however, in this regard, started facing challenges from individual developers who have developed either entirely new solutions or have developed additional services to be integrated with the Google ecosystem for effective service. The company has adopted an acquisition mechanism for such companies and has also adopted a continuous innovation culture for its entire team (Taylor, 2021).

Environmental Factors - Google has to operate a very sophisticated infrastructure, whose demand is increasing with the growth in the customer base of the company. This has led to major pollution concerns, such as a high emission rate of greenhouse gasses evidently around 1.5 million tonnes annually, but below the industrial average. This has led to criticism of the company from environmental activists and social organisations. The company, however, in recent years has adopted significant modifications to improve the quality of existing systems to meet the growing demand and cause minimal impact on the environment. (BBC, 2020).

Legal Factors -  The legal ecosystem has been a major challenge for Google, the company has been facing antitrust cases for its overall market policies in 17 states of the USA. One of the major challenges it faces is being recognised as a monopolist, which is significantly venturing towards different sectors which have not been part of the traditional business ecosystem of the organisation. Google also faces challenges regarding data privacy and protection policies it adopts in relation to showing advertisements. The company has now ventured towards establishing a proper internal regulatory department and a legal department to meet such challenges (Koetsier, 2022).

National And International Macroeconomic Performance indicators and Google analysis using the PESTLE model

Google has been one of the major aspects of the U.S. economy and the global economy by providing a free search engine, mail, and storage services among other services in the ecosystem. According to the impact report published annually by Google, the company has positively contributed to above 617 billion dollar activities in the United States itself, while international valuation couldn't be estimated due to indirect benefits. Google also acts as a net investor around the USA investing over 7 billion dollars in data centres, contributing to the growth of the economy (Google, 2022). This is also evident from revenue of around 250 billion dollars in 2021 (Statista, 2022). Google also employs above 135000 employees ensuring such employees contribute positively towards the global economy (Zippia, 2022).


SWOT/TOWS Analysis of Google
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(Internal Factors)
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(Internal Factors)

	Opportunities For The Organisation
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Table 1: SWOT/TOWS Model
Source: Author


SWOT is another business management tool which aims to integrate both internal and external factors affecting the business. Here, the relative strengths of the business and existing weaknesses are received by analysing internal factors. The external factors are then analysed to understand the various opportunities or threats the company may face in the foreseeable future. The entire framework is then used by management to better manage the internal factors to face the threats and take advantage of the opportunities available to them (Benzaghta et al., 2021; Teoli & An, 2019). It should be noted here that factors such as employee willingness and innovation are also measured which are harder to be measured objectively (Vlados, 2019).

Strengths - One of the major strengths of Google, is its relatively higher market share when compared to other companies having similar products in the international arena. Google has held more than 80% of the market share from 2021 onwards, however, such rates vary with the growth of other firms, but the impact is minimal. (Statista, 2022). Google has been recognised as the second most valuable brand by Forbes which compares multinational brands on a global basis annually. This reflects the strength brand goodwill provides to the newer products launched by it or new market segments targeted by firms (Forbes, 2022). Another advantage to Google is its relatively stable financial position. The company has recorded more than a 5% growth rate even during the pandemic, ensuring sufficient funds are available for growth (Elias, 2022) 

Weaknesses - One of the major weaknesses faced by the company emerges from the business system itself. The company is primarily dependent on advertisement as a source of revenue with other products being minor revenue-making sources. This has made the firm vulnerable in the global market despite enjoying a relatively higher revenue and growth rate around the world. This is evident from the fact that advertising consists of more than 80% of the total revenues of Google (Bloomberg, 2022). Google has also been witnessing significant protests by employees due to close connections with different political systems. The employees have protested over a 1.2 billion dollar contract with Israel and for removing employees who seek to join labour unions. This shows increasing friction with the management (Ghaffary, 2019).

Opportunities - The development of the Android operating system has substantially increased revenue for the company, through Play Store and allowing the mobile companies to utilise the operating structure. Google made around 19 billion dollars in revenue from the Android ecosystem, out of which around 9 billion came from the play store, which wouldn't have existed in mobiles without the development of Android capabilities. This revenue is expected to directly grow with the rise in phone users (Wankhede, 2022). Google is also investing majorly in service and expansion with an over 9 billion dollar investment strategy. This strategy covers both the development of technological capabilities and venture into newer markets. The expansion policy of Google is aimed towards the growth of new markets, which is being done by developing new infrastructure leading to more employment opportunities. Thus, the company is also benefiting from long social cycles (Hu & Hagerty, 2022).

Threats - Google has been enjoying a significant market share, however, in the last year, it has lost around 3% marketing share to other search engine companies after the pandemic. This has been primarily caused by the growth of alternative search engines and regional companies. The company is also being impacted by some countries with significant populations not allowing the company (Statista, 2022). The company is also facing antitrust issues, which has led to significant fines upon the company like the recent 275 million dollar fine by Indian courts. This presents a major challenge to the reputation and to revenues of the company, which is impacting the financial position of the company. These cases have been brought forward by other nations in Europe and America, which is impacting the revenue prospects (Kalra & Chaturvedi, 2022).

Porter’s Five Force Analysis of Google
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Figure 2: Porter’s Five Force Model
Source: Author

The five force model developed by Porter helps in analysing five distinct competitive elements which can affect the strength and weaknesses of every firm in each industry. These forces measure the existing competition level in the industry, and the bargaining power held by both suppliers and customers in the industry. The substitute products and their respective threats to stability in the longer term are also measured. The potential of new entrants is also analysed in the model. Thus, this model is meant for the analysis of the long-term survival and profitability of the business (Brujil & Gerard, 2018; Isabelle et al., 2020). The major aspect of the five-force model analysis revolves around the activities and the power held by external stakeholders over the business. Bargaining power and competitive spirit are major factors which are reflected through different variables. Another important aspect is it closely links the firm with the overall industry, by reducing the impact of completely external factors such as government. 

Competition - Google in recent years have started facing major competition from other service providers. These providers have targeted the disadvantages like limited privacy and digital advertising aspects of Google and have earned a considerable share of the revenue. Duckduckgo, a similar competitor, has earned above 100 million in revenue annually. It might look insignificant but can be a major challenge (TechCrunch, 2022). The company is also facing challenges from direct competitors like Microsoft who have entered with similar products and have seen an almost 90% rise in revenue over the last 4 years which includes the pandemic. This has become a major challenge for Google, as the company is also losing advertising revenue (Statista, 2022).

New Entrants - Google has held a sustainable position in the market, as there were limited firms which offered such global services. In recent years, it has become an intensive ecosystem, which offers several products to customers. New entrants were not able to replace Google in major business, which has led them to develop unique solutions for alternative products. YouTube has made around 29 billion dollars in revenue for Google, but such is under threat from different platforms. Thus, new entrants can present new challenges for Google, which it can't manage through the development of primary business. (New York Times, 2022).

Suppliers - Google suppliers have witnessed nearly 10% growth when compared with the growth of revenue in the organisation. Such quantitative data may reflect a mutually beneficial relationship among both parties, but there are several challenges which affect the supply chain system for the company. Google management, in its annual report, considered the quality of products and services delivered as a major challenge for the company. Such can't be estimated by the revenue growth, as it is revealed during the processing and manufacturing of the final service, which is not recorded by the suppliers. Another challenge which can rise is geopolitical tensions which may impact the overall applicability of the suppliers in meeting the demand of the company ultimately affecting the customers (CSImarket, 2022).

Customers - One of the major advantages Google owns over other companies is its extensive user base which is gradually increasing with the rise in user base and better quality internet services around the world. Around 4.3 billion people are using Google services now daily and such is expected to grow in a decent place in the foreseeable future. The challenge is for management to integrate the larger user base into the utilisation of the entire ecosystem rather than using just some products. The company faced a unique opportunity of developing a much more extensive user base, by combining the entire ecosystem. This has initially led to negative responses but is being considered one of the major parts of the operational strategy of the management (WP Dev Shed, 2022).

Substitute Products - Google is facing challenges from other major companies who are direct competitors but have slowly started developing their own ecosystem like Apple. The recent changes in Apple's operational strategy saw a shift of Advertisers from Apple to Google. Apple has witnessed around 95% adoption rate by digital advertisers, while Google saw a reduction of 2% to around 95 %. Existing rates may look similar but have created worry among the organisation as it tries to occupy new markets. Apple has been a major threat due to it being used by premium customers, thus Google losing a significant part of its revenue which may affect it in future in high-value client countries around the world (Vanian, 2022).

Porter’s Diamond analysis of Google
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Figure 3: Porter’s Diamond Model
Source: Author

Porter's Diamond model is a different type of analysis tool which considers factors prevailing in the domestic market which can impact the ability of the industry to compete in global industries. This model is also utilised by business organisations to understand the prospective situation they may face when establishing their business in a new economy. Another important aspect of this model is having various measured assumptions which may or may not hold in the foreseeable future after the company has made decisions. Therefore the constant analysis is also required (Erboz, 2020; Tsai et al., 2020). The Porter diamond model ensures the company can understand the relative condition of the country and plan accordingly, it doesn't look directly connected to the company's strategy but it forms the basic fundamentals around which the entire strategic ecosystem is based upon. Here, four factors are considered, namely demand, different attributes of firms, input availability, and the availability of supporting firms in the economy. Here, it should be noted that international transactions can still be taken into account if such happens through related firms or occurs on a governmental level impacting firm strategy (Wang & Li, 2020).

Firm Strategy and Structure - The strategy of Google has been close connection with the aims and objectives of the company. The current strategies are all focussed towards ensuring sustainability and fulfilling the long-term ambition of developing an entire ecosystem for the consumers. The pricing strategy of free basic services is also a part of the overall model, hence every activity is connected to its long-term strategy (Thompson, 2019). Google has a diverse management structure which is situated around the world and develops and implements different products for the company. The primary leaders are generally European or American in origin but have recently been more inclusive and diverse to include people from other groups as well. 

Demand Conditions - Google enjoys a unique customer base as it offers basic search facilities on the internet. However, such demand is not equally enjoyed by each product, other products have 25-50% of the demand enjoyed by primary business but show a growth rate which can help the business in the foreseeable future. Google is also witnessing an increasing adoption rate towards new innovations like voice-based tools which are also bringing teenagers and children into its ecosystem who can become future customers. The rate of such adoption has been more than 50% which indicates a good opportunity for the company. This challenge is however felt in other products for which alternatives are providing ease of use or additional facilities, but it has opened avenues for Google to innovate. 

Factor Conditions - Google has also made adequate investments in its infrastructure capabilities, both physical and digital. Digital infrastructure developed in the form of cloud facilities is serving the dual advantage of better operation for the company and is one of the highest growth receiving platforms in the company. This is despite it accounting for nearly 7% of platform revenues, indicating a higher growth in quantitative terms for the future. The cloud infrastructure is also helping Google reduce losses faced due to operational efficiency in the system, hence contributing to a positive growth rate in the firm which is not properly accounted for. Google also owns physical infrastructure as well in the form of data centres, under which it has made a significant investment, over 20 billion dollars in order to have sustainable growth for the organisation. The other aspects of physical infrastructure such as offices and other facilities are not accounted for, but still present an opportunity for progress(Paret, 2021).

Supporting Industries - The growth of Google has been supported by the growth of other industries of any type, as it provides basic advertisement facilities. Thus, the growth of any industry leads directly to the growth of Google. In America alone, it has facilitated the growth of 617 billion dollars or economic activity in different industries which has then contributed to the growth of Google through advertising growth and usage of other services from the Google ecosystem. A major role is played by supporting Industries in the development of Android services, under which app developers, and mobile companies, are helping both and receiving the mutual benefit. Google has estimated the development of more than 2 million jobs through the Android operating system and around 400,000 jobs through YouTube. 

Analysis of the current market position of Google

Google has a sustainable position in the current market. This is evident from the fact that the company has enough cash reserves and worst-case revenue collection to pay back its short and long-term debts. This brings however two major challenges for the company as well. While the firm has been reporting positive return on the capital invested in the company both in the form of shares and equity, the rate is decreasing and has been showing a falling trend which is creating major concern regarding price fall in the foreseeable future. Some relief is provided as the company's financial variables indicate a positive growth in revenue over one annual accounting period, which would provide opportunities for the management to increase the ratios to the industry average of 31 and 27% from the current 23 and 18% respectively. The company has also had significant revenue growth but the average rate is falling from 22% in both 5 and 3-year averages to only 18% in singular-year averages leading to negative predictions for future years. It should be noted, however, that such estimates have accounted for a pandemic which has changed the structure of the majority of organisations. Net income is also falling with the one-year average going to negative 5% from 5-year average to being positive 26%, which can lead to significant challenges for the organisation (Alphaspread, 2022). The company has faced major challenges with respect to the cost of providing various services, which is significantly impacting the overall margin position of the company. Operating margins for the third quarter, of 2022 fell to below 25%, but it should be noted that the company is still second with such a margin rate in its industry, indicating a presence of low rates across the industry. The company's net profit margin has also kept it in the second position, but in the case of global companies, it has put Google in the 823rd position which may lead to confusion among investors and stakeholders. The company also has a very low debt ratio of nearly 6%, which gives it the future prospect of raising debt finance to meet its expansion and growth needs, especially in new markets. The company has recorded a high Inventory Turnover ratio of 64.55, which has ensured the company takes advantage of existing situations in the market. Google has a beneficial position which can lead to better utilisation of opportunities (CSImarket, 2022).

Analysis Of The Google Business Model 

Google, in 2015 was made part of Alphabet. This was done for two purposes namely to ensure only revenue activities were made part of the Google ecosystem, while other research projects which can have chances of profitability are made parts of Alphabet and not Google's structure. It has been argued to misrepresent data of the actual firm when the company is responsible for undertaking the entire innovation program in the firm. The physical product mobile phone is entirely operated as an entirely distinct segment. The existing services have been divided into either Google Cloud or Google services. The products may be interconnected as they are part of a major ecosystem, but are differentiated for taking effective decisions. Google, at its core, works on the basis of the regular day of an individual. Each product is developed with the aim of capturing the requirements faced by the population by offering a new product which is integrated into the Google ecosystem. Google Cloud has led to an operating loss of 6 billion dollars in 2020, which has been managed by revenues from other services (Wieringa, 2022). The business model of Google is also closely connected with its diversification strategy, where long-term projects, and plans, are developed for launching new products and subsequently integrating them with the company's ecosystem. Here, it should be also noted that Google's ecosystem also revolves around providing free basic service forms for all its products. This is a major part of the entire ecosystem, as such customers form the major part of the customer base, through which the company earns by utilising advertisement services and not by selling premium services. The company's business model is also closely integrated with data collection, analysis, and utilisation. Such Data are kept secure by privacy standards developed by the institution itself and are used by every department of the firm. The data collected is used to modify existing products and develop new products and improve the ecosystem. The company also has received revenue from sales of premium services under which it follows both localisation and customisation approaches to meet the demand of individual customers. This strategy is also covered in the business model, under which the products have been further differentiated on the basis of customers. Thus, Google's model is complex and at the same time integrated with nature (Cuofano, 2022).

Decisions taken by Google and expected changes in the decision if the company decides to take up any potential new ways of moving forward in the future

Google has been constantly involved in legal battles with the government primarily due to anti-trust and privacy issues which have been reflected in the loss of above 13 billion dollars (Swift, 2022). This policy can change if the company decides to adopt a more collaborative stance with the government or may increase significantly if it tries to secure its stance. This can also lead to revenue deduction or ban from countries which shall reduce revenue further. 

Google is also affected by foreign exchange conversion rates among different countries with the US dollar rate (Google, 2022). Any changes in a currency rate in its highest markets such as India (94%), Brazil (89%), Italy (88%), and Spain (86%) can impact the financial position of the company (Statista, 2022). This can change if a company adopts a uniform currency, but such can reduce its prospects of localisation and also reduce customers who may be enjoying less rates than the USA. 

Google has undertaken several acquisitions in history to further grow its ecosystem. Google's biggest acquisition has been Motorola in 2012 (12.5 billion dollars) followed by Nestlab (3.2 billion dollars in 2014) and Doubleclick (3.1 billion dollars in 2007) (CB insights, 2020). These acquisitions may change if the companies to be acquired can't become part of the Google ecosystem or create further challenges like interaction with larger competitors with limited experience or further government litigations. 

Google faces intense competition with different companies, like Microsoft Bing with 10 billion dollars in revenue, Amazon is also a major competitor of Google with over 150 billion dollars in revenue and competing with video streaming and product recommendation, thus in conflict with Google's advertising business (Statista, 2022). Google has taken several decisions like improving product features and free services, which is expected to continue with changes in the business environment unless there is a serious event. 


Conclusion

In this assignment, different business environment analysis models have been used to understand the various aspects of the external ecosystem faced by Google. The PESTEL tool has been used to understand the impact of various aspects of Google's operational structure. Further SWOT or TOWS model has been used to understand the internal strength and weaknesses and the opportunities and threats faced by the organisation over which it has limited control due to external factors influence. Moreover, the Porter five force analysis tool has also been used. This tool has helped to understand the different aspects of competitor behaviour in the organisation. Here, not only existing competitors but also the potential of new firms to disrupt the industry has been covered. Finally, the Porter diamond model has also been used to understand the basic conditions faced by Google which can help or hinder its growth in international markets. Along with these tools, two other aspects have also been covered. Firstly, the fundamental position of Google in the industry in relation to other related firms in the market has been covered to understand the relative financial position of the firm along with the business model of the firm. The future of the company and its capabilities to meet the opportunities and threats to the company have been identified in the study or may arise in the independence of these models like the Pandemic.

The growth of Google and potential opportunities have to be considered in regard to the different products developed under the ecosystem. Firstly, the primary business of the firm, i.e. the search engine is expected to continue an upward growth rate, however, it will face major competition from other firms as well. The firm has to utilise its existing technological infrastructure and data availability along with acquisition policy to continue being in the foremost position in the market. The other part of the Google ecosystem like Gmail is expected to show a higher growth rate as the formalisation of the economy continues. It should be noted here that similar growth is expected for other major competitors as well, which would require Google to focus more on integration and differentiation. Google is facing a major challenge with respect to youtube's growth prospects as it faces the challenge from other social media firms as well. In recent years, the development of premium subscriptions and encouraging creators by providing profit-sharing agreements can also improve the profit of the business. Another major advantageous product within the Google ecosystem is the Maps service, which has very few international alternatives though many countries are attempting to build national alternatives. Google, here has to rely on advertisement policies and reduce the frequency which can arise with the government in case of conflicts of interest. Android operating system and Google Play store are also major parts of the future growth strategy of Google, and they can ensure future growth. This aspect is directly connected with the growth of smartphone users in the world which is expected to grow exponentially in upcoming years. Google has also effectively invested towards other avenues which are based on the development of artificial intelligence to meet the challenges which may be faced by future generations. These investments, if successful, can lead Google into automobiles, finance, and smart home systems. It is being done with the purpose of allowing the development of a multidimensional ecosystem for which the company needs to hire efficient Human Resources and make a significant investment from its available cash revenues. The future of Google is closely connected with the fulfilment of consumer perceptions which is the major objective behind the launch of the company. The user base of Google has been expected to cross the 5 billion mark, which will provide the company with a unique opportunity to address all threats faced by conducting campaigns with the aim of integrating the customer with the entire ecosystem. Google, however, is facing challenges in the form of customer and government activism regarding the usage of data collected by them, which can present major threats and require transformational change in the company.
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