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Executive Summary
In the present study, google (China)  will have to look at its strategic position in China and how it can position itself in China to gain the biggest market share than its rival Baidu, for google china to do this it will need to follow several strategies one being forming new alliances with technological companies in China who can supply them with any technical support they will need as well as human resources to prevent them from importing technological materials and human resources from the united states of America thereby saving cost. Google China will also need to develop their search engines optimisation in China in accordance with the Chinese government regulations to win more customers from Baidu China. Google (China) will also need to expand its operation in China and this strategy is feasible due to the high population in China. There are also the geopolitical tensions to consider, especially with the ongoing tariff war between China and United states of America (Collins, J 2019.) also due to human rights issues in China, Google China will have to prove to their users around the world that they are not in support of human rights violations taking place in China, and the censorship of Google china search engines by the Chinese government and Google accepting this is making it seems that generating high profit is more important to them than human rights violations they will have to show to their customers around the world this is not the case.
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[bookmark: _Toc7347861]Introduction 
Strategic management is the management of the organisations’ possessions to accomplish its objectives and goals. It includes analysing the environment, making objectives, analysing the micro organisation, assessing the strategies and making sure that the management strategies are carried out in the organisation (Lynch, 2015). According to (Athapaththu, 2016) is a process, which includes the analysis of environmental organisation by the chief managers to formulate strategy and implementation and control of the same, strategic management (Athapaththu, 2016). Is an assortment of the activities, which are in progress; the activities are the creation of strategies, its analysis, monitoring and execution. It organises analytically the resources in support with mission, strategy, and vision. For this case study the prescriptive and emergent process model   will be used to look at both google china and Baidu strategic moves, the Prescriptive model assumes that companies can see ahead of several years and assumes that companies can make firm plans even when markets and technological change is rapid (Lynch, 2015). While the emergent model emphasis on the importance of flexibility in relation to competition, it seeks out new opportunities and it supports innovation (Lynch, 2015) I believe  both the prescriptive and emergent  model is applied by both Google China and Baidu China, both this model will work for both companies, as the companies need to plan ahead for several years as it will take google time as it did Baidu to get a strong customer base in China and both google China and Baidu will also need to make regular technological innovations and changes as needed and also flexibility. 
Google is an American company, which specialises in Internet-related products and services, like a search engine, online advertising technologies, hardware, software, and cloud computing. Sergey Brin and Larry Page founded it in 1998. They named this technology as PageRank. They named the search engine as BackRub, later it was named as Google. The market capitalisation of Google has grown to $397 billion by January 2014. It has designated a Chief Culture officer to maintain the culture of the company. After the IPO, the shares increased because of the earning and sales in the online advertising market. Google was managing around three billion searches every day by 2011, and it has built eleven data centres all over the world. In the year 2012, the company has generated $50 million as yearly earnings. It has also launched a company called Calico to be run by Apple Company.
  The growth of Google triggered a series of products, partnerships, and achievements. It started offering services that planned for productivity and work, for instance, Google Sheets, Google Studies, and Google Docs. It also offers email services like Gmail, time management and scheduling service like Google Calendar, the cloud storage service like Google Drive, the social networking site like Google+, messaging and video chats services like Google Duo, Google Allo, Hangouts, and so on. It also offers language translation service like Google Translate, navigation and mapping services like Google Map, Google Earth, and some others.
It has a video sharing service like YouTube, notebook service like in Google Keep, photo editing and organising service like Google Photos (Abraham, 2018). 
Baidu is a Chinese technology company that was incorporated on 18 January 2000. It specialises in Internet-related products, services, and AI. Robin Li and Eric Xu established the company in 2000 (Williams, 2015). In 2003, the company launched a search engine for news and a search engine for pictures; it has adopted a unique identification technology that identifies the articles and can group it. In 2013, it launched the Personal Assistant app to help the CEO’s, workers, and managers to administer business relationships. In the year 2014, it has also launched a search engine version for Brazil. In 2017, it collaborated with the company Continental and Bosch, the auto industry companies. In 2017, it manufactured portable translators for talking, which listens and speaks in various languages (Costill, 2014). The company offers diverse services to locate products, services, and information by using the native language “search terms”. The services provided by this company are, Baidu Maps, Baidu Mangpan a cloud storage device, Baidu MP3 Search, Baidu Image Search, Baidu Video Search, Baidu Space, a social networking site, Baidu Baike, an online encyclopaedia, Baidu Games, Baidu Dictionary, Baidu Anti-Virus, Baidu Library, and many others (Collins, 2019). Baidu provides reliable tech services to its target market of China. Before 2010, due to the presence of Google in tech market it was difficult for the company to achieve its market position. However, Google China existed from China market in 2010 and it has led to huge opportunity for Baidu. Currently, the company is also offering artificial intelligence related services. 
Hofstede Typology of United States of America versus China
[image: ]
                                              Source: Hofstede-insights.com
Looking at Hofstede typology comparison between United States of America and China, google China will have to take some of these into consideration in getting across and winning customers from google, in China the power distance between male and female is higher compared to America and the government controls a lot of the power and decisions in China compared to America (Yang et al, 2015).  When it comes to America individualism is far higher than in China (Hofstede, 2019) people tend to do things without the government or system influencing their choices so if google America needs to succeed more in China they need to get on the good book of the Chinese government. Masculinity in China and United states are in the same level. The reason why Baidu has a lot of the market share than google china can be because Baidu has been far longer in China , Baidu started its operation in China since January 2000 and the Chinese prefer to honour  long term orientations and they are a pragmatic society they are practical and  focused on reaching a goal compared to United states of America .Another very high difference is the indulgence gap, people tend to indulge themselves  more in America than in China, China is a more restrained society compared to America and things like this can influence what influences peoples choices and decisions on choosing between google America and Baidu a Chinese company in China. This Hofstede typology shows that google China will have to take into consideration some of the view of the Chinese people to be able to do business and get more customers in other to compete with Baidu.


[bookmark: _Toc7347862]Internal Analysis
Industry analysis of Google (China) 
Valuable and Rare
The resources including financial and human resources of Google China are valuable as they help the company to achieve their target position in market by offering tech services. However, use of new technology can be considered as rare (Wheelen et al, 2017). 
Costly to Imitate and Organized
Google China needs to prepare a well-defined budget so that its business expenditure can save cost instead of bringing staff down from USA they can use the services of their alliance in China and this well save cost.  (Wheelen et al., 2017). 
 Industry Analysis of Baidu (China) 
Valuable and Rare
In case of Baidu, its employees are the most valuable resources who provide reliable tech services to the customers. Adopting technology can be rare in this case, as the employees require training for using those technologies. 
[bookmark: _Toc7347863]External Analysis
Porter's five Forces
As per the literary underpinnings of Gurcaylilar, et al, (2018), Porter's five force is a framework that helps to shape the industry so that their competitive position can be boosted. Through Porter’s five forces, the strength, weakness, opportunities and threat of the industry can be analysed so that they can earn sustainable profit. The features of Porter’s five forces have been discussed below: 
Buyer’s power
The organisations need to produce the products as per the taste and preference of the customers so that larger units can be sold (Chiang et al. 2016). For instance, Baidu always tries to target larger customers’ base so that they can streamline their products. Previously Baidu used to target smaller customer’s base thus, customers bargaining power was becoming stronger which in turn pressurizes the profitability of the organisation. In the case of Google, the purchasing power of the customers has been minimized. 
Threat of new entrants
In technological industry, the threat of new entrants is low because one needs to invest huge rate of capital at the time of entering into a new business scenario. Google china generates high level of revenue from its non-traditional advertising using the search engines, and google believes this can increase the threat of new entrants due to the profits this generates as a result google is delving into other markets including wireless and software systems for continuous improvement of their services( Michael et al, 2017) Google china has marketed and differentiated itself in customers minds and new entrants to the market will have to prove themselves to customers who maybe already loyal to google china or Baidu china.
Supplier’s power
The power of suppliers is high in the context of both the companies because they are responsible for providing quality raw materials so that the overall quality of the products can be improved. In technological industry, the suppliers occupy a dominant position, which affects the margin of profit. The supplier’s power can change to low if more dominant search engines enter the market and there is more variety for people to choose from.
Threat of substitution 
In technological industry, threat of substitute is high because one product may easily replace the other so that preference and taste of the customers can be fulfilled. For instance
 Google drive can be easily replaced by the Drop box.
Competitive rivalry 
 Competitive rivalry is high in technological industry mostly between google China and Baidu at the moment Baidu has the biggest market share in China than google china.
PESTLE ANALYSIS
PESTLE Analysis is a framework through which business environment of organisations are being analysed so that business activities can be expanded in an effective manner. In addition to that, PESTLE analysis is being conducted by the management of organisations during expanding the business in a new market scenario. On the other hand, organisations also fail to enhance the profitability of business because taste and preference of the customers keep on chaining. Moreover, at the time of launching new products organisations need to conduct market analysis so that preference and taste of the customers can be traced. In the present study PESTLE, analysis of China will be conducted so that Google and Baidu can boost their earning. 

	Aspect 
	Factors 
	Impact 

	Political 
	· In China the political condition is stable because there are no oppositions present in the society (Jia et al, 2018).
· The country is headed by communist party of China
· China’s corruption index has earned 39 points. On the contrary, in the year 2017, the corruption index was 41 points which shows that the current government in China is cracking down on the corruption level in the country. (theglobaleconomy.com, 2019).

	· As the political condition of China is stable, therefore, organisations like Google and Baidu can conduct the business activities in an effective and systematic manner
·  The government interferes into the business activities of the country which has brought about organisational transparency and this can be maintained. 
· The profitability of the organisations may get affected because corruption level in China is high. (Jia et al, 2018).

	Economic 
	· The unemployment rate of China has been reduced to 3.80% and this type of reduction will influence economic growth in the country. (theglobaleconomy.com, 2019).
· On the contrary, the unemployment rate of china was 4.09% in the year 2002 which shows a significant increase compared to present day China. (theglobaleconomy.com, 2019).
· In the year 2017, the GDP growth rate of China has witnessed an uplift of 6.9%.
· The rate of inflation in China has been fathomed by 2.2%.
	· Both the companies can recruit skilled employees because the rate of unemployment has been reduced by 0.29%.
· As the rate of GDP is high, the organisations are capable of paying high salary to the employees. Thus, the rate of motivation among the employees can also be boosted.
· As the rate of inflation has been reduced from 3.5% to 2.2%, the price of the products will also be reduced. Thus, customer’s retention rate can be boosted. 

	Social 
	· Since, the year 2015, the rate of literacy in china has been increased to 96.4%
· The rate of Labour participation rate in China has been increased to 79.13%
· Trading imbalance can be created because of the trade war between China and US (chinapower.csis.org, 2019).

	· As the rate of literacy in china is high, both the organisations have a scope to recruit skilled employees so that overall quality and quantity of the products can be boosted.
· In China women have access into the workforce like their male counterparts both google and Baidu can recruit female and male employees equally so that work pressure among them can be equally divided.
· Both the companies have least chance to expand the business in US due to the trade War between US and China.


	Technology 
	· In China 57.7%, individuals have started using internet. So that they can receive the products and services on time and this percentage is higher in United states of America to about 98% of the population (Michael et al, 2018).
· The rate of investment on research and development has been fathomed by 1.58% so that innovation can take place within the economy.
	· As 57.7% of individuals use internet service. Therefore, it can be mentioned that the organisation has a scope to earn high rate through its online presence.
· As government of China invests capital on research and development, therefore both of the organisations have a tendency to innovate new products in the market.  
· On the contrary, due to technological glitches privacy of the organisations may also get affected.

	Legal 
	· As per employment law of china, an employee needs to work for 8 hours a day (Jia et al, 2018)
	· The employee turnover rate in Baidu is increasing at a rapid rate because workers can choose to work overtime for 10 to 12 hours a day. (Jia et al, 2018) Thus, it can be stated that the organisation is not abiding by the employment rules of china.
· On the contrary, Google follows the employment laws of China because their employees in China work for 40 hours per week.

	Environment 
	· Environmental protection Act of China has mentioned that the organisations need to reduce carbon emission so that environmental sustainability can be maintained.
· As per Clean Air Act, 1956, the pollution rate of China has witnessed a growth by 13%
· In China, 1.1 million people have died because of Air pollution (chinapower.csis.org, 2019).
· Also, the over population growth in China is a concern which the past government in China has tried to cut down by very brutal human right abuse, at present China is home to about 1.3 billion people (Jia et al,2018)
	· Due to air pollution, the rate of diseases like Bronchitis has been increased which in turn may affect the health condition of the employees. 
· Due to high rate of pollution, death toll has been increased by 1.1 million, which in turn increases unemployment rate.


Table 3: PESTEL Analysis

 







 Global e-commerce data Worldwide 2014 to 2021(in billion U.S. dollars)
[image: ]
Figure 1: Global e-commerce sales
(Source: statista.com, 2019)
There is a great rise in e-commerce business around the world, the e-commerce graph above shows the rise of e-commerce business around the world from 2014 and what is  predicted to be based on the current rise in 2021,more and more people are shopping and doing business online and a lot of people are using search engines online when shopping or doing businesses around the world. It is seen here that in 2014 e-commerce sales was 1336 billion around the world and in 2015, it was 1548 billion. It is predicted that in 2021 sales from e-commerce around the world would be about 4878 billion (statista.com, 2019). For this reason, the tech giants like Google and Baidu have the opportunities for their business which is e-commerce to grow. However, as the competition is increasing hence the organisations have to work on quality improvement. 
 Business model for Google China 
Pre-dominant business model is adopted by Google to maximise its business efficiency. It has achieved rank one in search engine usage with the help of this business model (google.com, 2019). Moreover, the employees are provided with training sessions to enhance their skills so that efficient tech services can be given. 
 Business model for Baidu China
Ashridge Mission Model indicates that every business needs to have a clear view of their purpose and objectives (Wheelen et al., 2017). In case of Baidu, it has to help its employees to understand its business purpose. The main purpose of its business is to offer excellent tech services to the customers. Besides that, Baidu is analysing its strategic position in China before making policies and behavior patterns (William, J. 2015). 
 Value proposition for Google and Baidu
Google is providing services to all people and this company owns maximum search coverage of most topics and areas. It is announced by Google that everyone on planet earth it’s the target audiences of Google, and they will offer reliable tech services. On the other hand, people of China are the target audiences of Baidu though the company is now providing effective internet products and services globally.

 
 Revenue model for Google
The revenue model of the Google includes the advertising, web search engine, different technological products, calendar manager and other technological features, video streaming which was shut down this week 2nd of April 2019(google,2019) and different technological services to the people. The company has hidden revenue model that is the search engine of Google. The people do not pay for searching anything on Google but the money is earned from the advertisements provided on the page of Google. 
When it comes to business to business, businesses get more sales through google AdWords which targets by cost-per-click (CPC) audience, for publishers it is AdSense which is cost-per-mille (CPM)can monetise their contents (Roma et al, 2016).
[image: googles-business-model]
Figure 2: Revenue model of Google
(Source: Roma and Ragaglia, 2016)


Baidu Business Model
On the other hand, Baidu provides a range of search platforms that is tailored specifically for the Chinese speaking audience (Jia, et al,2018). the revenue model of Baidu includes pay per advertisements, pay for performance services, subscriptions, consultation services and advertisement. For its business to business customers Baidu provides marketing and advertising services (Jia, et al, 2018).
[image: ]
Figure 3: Business model of Baidu China
(Source: Jia et al., 2018)
 Market opportunity for Google and Baidu (China)
Strategic partnership with tech players is helping Baidu to make a good position in market. Its dominant presence is also helping it to capture the target market. Due to the use of outsourcing formula by all the tech companies, it is becoming difficult for the companies to achieve their expected strategic position (Michael et al., 2017). Google is targeting the market by offering its lasts mobile operating system. 
 Competitive analysis for Google and Baidu (China)
Google as a tech giant is ruling in IT industry around the world, with the help of its efficient search engine, browsers as well as android operating system. Baidu is making profit by providing online marketing services and has an extensive set of search tools and the largest online tech service provider I China. From 2010, it got the opportunity to enhance its online services after Google has exited from China (baidu.com, 2019). 


 Financial analysis of Google and Baidu (China)
The financial analysis of the company will contain the ratio analysis and the analysis of the balance sheet, income statement and the other financial information. The financial ratio of the company can help to detect the financial situation of the company. The financial analysis of both the companies will be provided in page 17. 
 Market strategy for Google and Baidu (China)
In case of Google, it is offering open access platform to everyone and it is its one of the important marketing tactics. Besides that, a communicative environment is fostered by the organisation. By providing quality of services, the company is maintaining its strategic position in market. The products are segmented based on psychographic, demographics and geographic variables. More than 70 corporate offices along with online channels of Google are helping it to reach its target consumers (google.com, 2019). On the contrary, Baidu is applying differentiated targeting strategy as it appeals more to the Chinese population due to Chinese language being used for its searches and this enhances  its business. Its language search engine platform is helping the company to offer expected services to around 650 million people (baidu.com, 2019). 
 Organisational development for Google and Baidu (China)
As per Egan’s organisational model, the organisations need to formulate specific strategies with the help of proper human resource and financial resources (Engert et al., 2016). The organisational structure of Google is emphasising on constant technological innovations and changes along with direct communication links within its working environment. As a result, the employees are able to directly communicate with their management. On the other side, Baidu is also prioritising the needs of its employees to maximise their involvement in business process. 
The management of Google and Baidu (China)
The management of Google are good coaches and they involve their employees in decision-making process so that innovative idea can be achieved from them (Bellis, M. 2019). In addition to this, the management is result oriented and encouraging their employees by offering career development programmes (google.com, 2019). On the other hand, in case of Baidu its focus is mainly on the Chinese market also on generating revenue by offering high quality internet related products and services. For this reason, its management offers innovative working environment to all of its employees. Moreover, they always try to maintain quality within their workplace so that none of their internal worker loses motivation from work. 
The Strategy of Google and Baidu (China)
Google’s strategy in China involves the development of the application’s search and cloud services while adhering to the regulations developed by the Chinese Government. The company aims to provide information according to the analytics of individual users’ search history (Yang et al., 2015). The primary issue that Google faced in China involves the censorship of data that the government imposes on various search engines that operates in the country also translating its searches to Chinese language without giving it a completely different meaning. Baidu operates in the Chinese economy following the strict censorship agreement while maintaining its market presence through paid promotions among internet cafe owners and business to business advertising for companies in China.
 The Alliance of Google and Baidu (China)
Baidu and Google both plan to increase their market presence in China by engaging in strategic alliances with other commercial applications available in the Chinese market economy. Google plans to re-enter the Chinese market by forming strategic alliances with major internet and telecom organisations in the country (Upadhyay, 2015).  Google at the moment have alliance with JD.com the amount of $550 million it is a technology company in China, google china also has an alliance with Tenecent, Better life company, the conglomerate LeEco and the china giant Dalian Wanda group(paywall). (Jia, et al, 2018) Baidu is planning to develop their existing product and services in the country by forming international alliances with international organisations they signed an alliance with Intel a tech company they also have an alliance with Mobileye an Israeli company and, Daimler German auto motor company supplier, Baidu also have an alliance with Huawei the phone technology company that is Chinese owned.



 
VALUE CHAIN ANALYSIS FOR GOOGLE
[image: ]
                                                 Source. Google.com
Value chain analysis provides information regarding the operational resources and strategies for
organisations operating in the market economy. Value chain analysis of Google provides the fact that the organisation’s international popularity would be beneficial for the company while conducting operations in China. Google china will have to export some infrastructure and human resources  from America to chine and in other to develop their technology to rival or be better than Baidu they need to employ the best technology manpower, google procurement will spend more on procurement in china than Baidu as google is a foreign company and might need to ship from abroad most of the equipment’s and resources they need to operate in China (Bellis, M, 2019), google inbound and outboard logistics will be more costly compared to  that of Baidu that is Chinese owned and have a base already in china, Google china sales is mostly through advertising and because Baidu has more market share in China it will be a top challenge for google china.

VALUE CHAIN ANALYSIS FOR BAIDU CHINA
[image: ]
                                            Source. Costill, 2014
Similarities and Differences Between Google China and Baidu China Value Chain Analysis
	VALUE CHAIN ANALYSIS
	GOOGLE CHINA
	BAIDU CHINA

	SIMILARITIES
	
1) Human Resources Google China is very involved in training their staff and this has helped them in having competent and well-trained software engineers and the company is continuing to develop as a result. And their employees are well paid and this I presume will make their employees to feel more appreciated.

2) Technological Development: google china has an integrated supply chain system that helps them in assessing real time sales information and makes it easy for them to monitor changes in their profits and losses


3) Procument: Google China has real-time inventory that helps them in keeping their suppliers and customers details and making it easily accessible for management.

4) Inbound Logistics: Google china has good inbound logistics that helps their business.

5) Operations: they used the standardised model of operation which gives them real access to real time sales.

6) Outbound Logistics: they order either from the US or from their alliance companies in China.




7) Sales/ Services: They have good pricing and promotion for their products and services
	
1) Human Resources Baidu China employees are also trained in the job and the employees are offered benefits and incentives for the work they do and this will make them feel appreciated and motivate them.





2) Technological Development: Baidu has invested a lot of money on technology and this will help them to digitise their media for direct sales which will be good for the business.



3) Procument: Baidu use a book surge to keep inventory of digital receipts for customers that is easily assessible by the management for accounting purpose.


4) Inbound Logistics: Baidu china also have good inbound logistics that helps the business.

5) Operations: their operations are easy and fast which makes for fast payments which is good for the business.

6) Outbound Logistics: Close proximity as their base is in china which will save cost for them.




7) Sales/Services: They give their customers in China discount prices for their system and for their services they offer their customers free return policy.

	DIFFERENCES
	1) Firm infrastructure: Google search engines worldwide and they also have planning and legal infrastructure for their company and this will help them in delaying with issues that might arise mostly from their google china with the Chinese government.
	1) Firm Infrastructure: Baidu search engine is limited to the Chinese market. Baidu have a single technology platform with services distributed within the organisation.



 Baidu’s value chain analysis provides information regarding the high market share the organisation has in the business environment of China.
RATIO ANALYSIS FOR GOOGLE (CHINA)
	 
	2014
	2015
	2016
	2017
	2018

	Profitability Ratio
	 
	 
	 
	 
	 

	Return on equity
	14%
	14%
	14%
	8%
	17%

	Gross profit margin
	61%
	62%
	61%
	59%
	56%

	Net profit margin
	22%
	22%
	22%
	11%
	22%

	Activity Ratio
	 
	 
	 
	 
	 

	Net asset turnover
	11.0%
	11.1%
	11.6%
	6.4%
	13.2%

	Stockholding period(in days)
	9.0
	6.8
	2.8
	6.0
	6.8

	Debtor collection period (in days)
	8.81
	9.43
	8.5
	9.48
	9.1

	Creditor payment period (in days)
	1.31
	1.31
	1.22
	1.59
	1.88

	Liquidity ratio
	 
	 
	 
	 
	 

	Current ratio
	4.8
	4.7
	6.3
	5.1
	3.9

	Quick Asset ratio
	4.764
	4.639
	6.275
	5.109
	3.887

	Capital gearing ratio
	 
	 
	 
	 
	 

	Gearing ratio
	12%
	7%
	11%
	9%
	7%

	Debt to equity
	25%
	23%
	20%
	29%
	31%

	Interest cover
	171
	189
	195
	249
	306


Table 1: Ratio Analysis of Google 

RATIO ANALYSIS FOR BAIDU CHINA
	 
	2014
	2015
	2016
	2017
	2018

	Profitability Ratio
	 
	 
	 
	 
	 

	Return on equity
	26%
	42%
	13%
	16%
	17%

	Gross profit margin
	61%
	59%
	50%
	49%
	49%

	Net profit margin
	26.9%
	50.7%
	16.5%
	21.6%
	27.0%

	Activity Ratio
	 
	 
	 
	 
	 

	Net asset turnover
	13%
	23%
	6%
	7%
	9%

	Stockholding period (in days)
	13.9
	5.6
	6.7
	7.3
	8.5

	Debtor collection period (in days)
	8.81
	9.43
	8.5
	9.48
	9.1

	Creditor payment period (in days)
	1.31
	1.31
	1.22
	1.59
	1.88

	Liquidity ratio
	 
	 
	 
	 
	 

	Current ratio
	3.2
	3.0
	2.2
	1.8
	2.7

	Quick Asset ratio
	3.2
	3.0
	2.1
	1.8
	2.7

	Capital gearing ratio
	 
	 
	 
	 
	 

	Gearing ratio
	1.2
	1.2
	1.0
	1.0
	1.1

	Debt to equity
	1.0
	1.0
	1.0
	1.1
	1.0

	Interest cover
	-
	-
	-
	-
	-


Table 2: Ratio Analysis of Baidu Inc

Profitability Ratio
From the profitability ratio, it can be seen that the gross profit margin in the Google Inc is higher than the Baidu Inc. In spite of having the higher gross profit margin, the net profit margin of Baidu is higher. It denotes that the cost management of the Baidu is more effective than Google Inc. Cost management is an important factor of the company and it helps to improve the performance of the company. 
Activity ratio
From the activity ratio of both the companies, it can be seen that both the company is highly capable to manage the activity properly. Google Inc is more effective to hold the same position over the years to manage the turnover from the assets and the inventory cycle of Google is more constant than Baidu. 
Liquidity Ratio
The liquidity position is better at the Google Inc than the Baidu. Generally, the standard rate of the liquidity in a company is 1-3, which is maintained in Baidu. Google keeps more assets for the liquidity than normal. The higher liquidity proves that the company is not much effective in investing the assets in proper funds. It sometimes loses the capabilities of the assets and the amount of earning becomes less.
Capital Gearing Ratio
The capital-gearing ratio helps to understand the amount of risk in the company. By calculating the gearing ratio of the companies, it can be seen that both the company has, a manageable risk for the long-term debt but the risk position of Google is better than Baidu. Baidu has more debt and compared to the debt the amount of assets is less and it has increased the risk of the company.
Debt to Equity Ratio
While google debit to equity ratio has been fairly stable in the last 5years and even increased in 2018 to 31% Baidu on the other hands debit to equity ratio has been very low in the last 5years to about 1.0% compared to google 31% this could be as a result of their investment in other ventures e.g. the automobile industry which has not started yielding profits for them.



Ansoff Matrix
As per the comment of Tarhini et al., (2015), Ansoff Matrix consists market penetration, product development and diversification. Google China belongs to product diversion strategy because they keep on delivering new products. Moreover, Baidu belongs to market penetration because they want to penetrate in the market of china.
Sustainable growth strategies for Google China
Google can implement several strategies in order to operate in the Chinese market so that the market share and profit earning ability increases for the organisation.
· Google can develop their cloud services in China in order to provide better services to the Chinese consumers.
· Google can develop their search engine appropriately in order to adhere to the strict regulations set by the governing authority of the Chinese market economy. 
· The company’s competitive advantage can be developed through appropriate implementation of pricing and viewership strategies within the market economy.
Sustainable strategies for Baidu China
Baidu is the primary search engine operating in China and faces competition from the international company, Google. The imminent advent of Google in the Chinese market economy provides Baidu with the opportunity to develop their strategies appropriately. 
Baidu performs effective marketing tactics in order to gain the trust of the consumers and the governing authority for functioning in the Chinese business environment. The company provides strategic product placement and advertising tactics in the business environment to retain their competitive advantage in the Chinese market economy.
Factors that inhibited Google’s growth in China previously
Google’s decision to operate in the Chinese market economy is not new as the company decided to begin their business procedures in China previously as well. The global giant provided information regarding the Chinese economy and political scenario in an uncensored manner that drew opposition from the governing authorities. The Chinese government developed strict regulations regarding viewership of sensitive data and production of data that could influence the government’s position in the business environment. The strict regulations and censorship tactics that were instilled on operating technological businesses in the Chinese economy hindered the growth of Google in China previously. 
Google’s response to Chinese government
Google’s reason to re-launch their services in China was based on the strict regulations that the governing authorities has implemented in the business operations for the organisation. Google decided to develop their products and services in the market economy by adhering to the regulations. Google also intends to launch their products and services as a prototype form by implementing several modifications in their products (Nytimes.com, 2019). By adhering to the regulations and creating products and services that are curated to satisfy the specific needs and requirements of the Chinese consumers would prove successful for the organisation. 
[bookmark: _Toc7347864] Recommendation
Google needs to follow several strategies in their business plan in order to achieve better results in the Chinese market economy. The organisation has to follow certain tactics and strategies in their business operations in order to operate successfully in the business environment of China.
· Google has to develop their search engine optimisation activities according to the regulations formed by the Governing body of China (He et al., 2018). The company needs to perform their business operations in China by following strict regulations developed by the Chinese government as the privacy and safety of the people are a primary concern for the authorities. 
· The strategic alliances Google has developed in order to re-enter the Chinese market has to be designed with respect to the existing popularity of Baidu in the market economy. The success of Google in providing authentic and unique services to the consumers of China is based on the different and unique services the company has to provide the Chinese market economy (Huang, 2017). Google needs to develop their marketing strategies according to the tactics followed by Baidu in their business development plans. (Bellis, M, 2019).
· Google can look for more bigger merger in the Chinese market by so doing they can cut down a lot on Baidu dominance in the Chinese market search engines.
· Google a company founded as early as 1998 that has a higher market share around the world other than in China does not need to remain in China due to the Chinese government restrictions in its search engines, if it chooses to stay in China it can continue its expansion without the Chinese government restrictions. Baidu although a relatively new company also founded in 2000 and does not complain about restrictions of its search engine by the Chinese government and is owned by two Chinese nationals can choose to remain in China. 
· Based on the value chain analysis for Google china and Baidu there is room for more improvement in their technological advancement and services offered to their customers.
Thus, it is observed from the study that Google China expansion plans in China would be feasible with the application of several tactics in their business operations. By developing business operations in the Chinese market economy, the company would be able to gain profit despite the competition it may experience form Baidu. 



[bookmark: _Toc7347865]Conclusion
The study provides a brief insight regarding the business operations conducted by Google in order to operate in the competitive Chinese market economy successfully. The various strategies that the organisation can implement in the Chinese market have been discussed in the study. The success of the organisation in the competitive Chinese market economy is based on the operations that Google implements in contrast to Baidu. It is observed from the study that Google’s primary competition in the competitive Chinese market is the domestic search engine Baidu. Despite the popularity Google experiences in the international market economy, Baidu has a larger market presence in China. Thus, Google has to incorporate innovative strategies in their business operations in order to operate in the market economy of China (Zhou et al., 2017). The study provides a brief overview of the difference in resources and profit earning ability Google and Baidu experiences in the Chinese market economy. 
The issues faced by Google while operating in the Chinese market economy previously have provided the company with a better insight regarding the Chinese business environment. This would enable the organisation to develop better strategies to function in the Chinese market economy. Hence, the study provides a better understanding of the issues that Google may experience while entering the Chinese market economy with better tactics and business strategies.
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Particulars 2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

Current Assets  80685 90114 105408 124308 135676 Profitability Ratio

Current Liabilities  16805 19310 16756 24183 34620 Return on Net assets 63880.29 70804.29 88652.31 100125.2 101056.3

Sales 66001 74989 90272 110855 136819 Return on equity 14% 14% 14% 8% 17%

Long-term Loans 2992 1995 3935 3943 3950 Gross profit margin 61% 62% 61% 59% 56%

Total debt 26633 27130 28461 44793 55164 Net profit margin 22% 22% 22% 11% 22%

Earnings before interest and tax 17259 19651 24150 27193 34913 Activity Ratio

Net profit 14444 16348 19478 12662 30736 Net asset turnover 11.0% 11.1% 11.6% 6.4% 13.2%

Acount Receivables 1641 2094 2578 3768 2169 Stockholding period(in days) 9.0 6.8 2.8 6.0 6.8

Cost of Goods sold 25691 28164 35138 45583 59549 Debtor collection period (in days) 8.81 9.43 8.5 9.48 9.1

Average stock 630 527 268 749 1107 Creditor payment period (in days) 1.31 1.31 1.22 1.59 1.88

Fixed assets 50448 57347 62089 72987 97116 Liquidity ratio

Net assets 131133 147461 167497 197295 232792 Current ratio 4.8 4.7 6.3 5.1 3.9

Gross profit 40310 46825 55134 65272 77270 Quick Asset ratio 4.764 4.639 6.275 5.109 3.887

Interest 101 104 124 109 114 Capital gearing ratio

Operating expenses 23814 27465 31418 36390 45878 Gearing ratio 12% 7% 11% 9% 7%

Equity 104500 120331 139036 152502 177628 Debt to equity 25% 23% 20% 29% 31%

Number of ordinary shares -1780 -3693 -4846 -9075 Interest cover 171 189 195 249 306

Dividend per ordinary shares - - - - -

Total Dividends - - - - -

Accounts payables 436 203 110 731 1067        

Total Liabilities 26633 27130 28461 44793 55164
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Income Statement 2014 2015 2016 2017 2018

Revenue 49,052.32 66,381.73 70,549.36 84,809.00 102,277.00

Cost of Revenue 18,885.45 27,458.03 35,278.95 43,062.00 51,744.00

Gross Operating Profit 30,166.87 38,923.70 35,270.42 41,747.00 50,533.00

Operating expenses

Research and development 6,980.96 10,175.76 10,150.75 12,928.00 15,772.00

Sales, general and administrative 10,382.14 17,076.38 15,070.59 13,128.00 19,231.00

Staff cost - - - - -

Depreciation and amortization - - - - -

Other Operating Expenses 0 0 0 0 0

Total Operating Expenses 17,363.10 27,252.15 25,221.34 26,056.00 35,003.00

Operating income before interest and taxes 12,803.76 11,671.55 10,049.08 15,691.00 15,530.00

Non-operating income 1,670.78 26,235.07 4,460.13 5,592.00 11,795.00

Income before income taxes 14,474.54 37,906.62 14,509.21 21,283.00 27,325.00

Provision for income taxes 2,231.17 5,474.38 2,913.59 2,995.00 4,743.00

Net income from continuing operations 12,243.37 32,432.25 11,595.61 18,288.00 22,582.00

Net Income 13,187.07 33,664.17 11,632.27 18,301.00 27,573.00

Net income available for common shareholders 13,187.07 33,664.17 11,632.27 18,301.00 27,573.00

Earnings per share

Basic 37.46 95.46 31.95 52.75 78.64

Diluted 37.32 95.15 31.86 52.41 78.03

Balance Sheet 2014 2015 2016 2017 2018

Assets

Current Assets

Cash, cash equivalents, and short-term investments

Cash and cash equivalents 13,852.73 9,959.93 10,898.46 11,084.00 27,638.00

Short-term investments 43,818.04 57,969.24 78,943.07 107,731.00 111,626.00

Total cash, cash equivalents, and short-term investments 57,670.76 67,929.17 89,841.53 118,815.00 139,264.00

Accounts receivable 3,664.45 3,927.26 4,109.32 4,571.00 6,015.00

Inventory - - - - -

Other Current Assets 4,505.44 6,377.23 5,808.03 27,783.00 9,815.00

Total current assets 65,840.65 78,233.66 99,758.88 151,169.00 155,094.00

Non Current Assets

Not property, plant and equipment 8,705.36 10,627.13 11,294.35 12,475.00 17,903.00

Equity and other investments - - - - -

Intangibles 20,993.25 18,730.19 19,214.32 21,273.00 27,717.00

Deferred Income Taxes 259.13 1,008.17 1,100.23 1,532.00 2,324.00

Other Long-Term Assets 3,863.12 39,254.15 50,629.61 65,279.00 94,528.00

Total non-current assets 33,820.86 69,619.65 82,238.51 100,559.00 142,472.00
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Total Assets 99,661.51
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Total current liabilities 20,270.82
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Total non-current liabilities 26,779.60
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Stockholders' equity
Common stock 0.02
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Cash at beginning of period 9,691.80 13,852.73 9,959.93 10,898.00 11,336.00

Cash at end of period 13,852.73 9,959.93 10,898.46 11,084.00 29,827.00

Free cash in flow

Operating Cash Flow 17,937.18 19,422.44 22,258.30 32,880.00 35,967.00

Capital Expenditure -6,395.21 -7,774.46 -10,509.77 -13,951.00 -22,362.00

Free Cash Flow 11,541.96 11,647.98 11,748.53 18,929.00 13,605.00
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Particulars 2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

Current Assets  65,840.65 78,233.66 99,758.88 151,169.00155,094.00 Profitability Ratio

Current Liabilities  20,270.82 26,102.80 46,102.05 82,057.00 56,853.00 Return on Net assets 45570.22 52131.34 53656.97 69112.18 98241.19

Sales 49,052.32 66,381.73 70,549.36 84,809.00102,277.00 Return on equity 26% 42% 13% 16% 17%

Long-term Loans 23,507.02 33,941.79 34,470.59 35,812.00 54,903.00 Gross profit margin 61% 59% 50% 49% 49%

Total debt 47,050.42 67,585.47 89,746.97 132,378.00122,530.00 Net profit margin 26.9% 50.7% 16.5% 21.6% 27.0%

Earnings before interest and tax 14,474.54 37,906.62 14,509.21 21,283.00 27,325.00 Activity Ratio

Net profit 13,187.07 33,664.17 11,632.27 18,301.00 27,573.00 Net asset turnover 13% 23% 6% 7% 9%

Acount Receivables -1,091.12 -1,664.54 1,355.34 -543 -1,084.00 Stockholding period(in days) 13.9 5.6 6.7 7.3 8.5

Cost of Goods sold 18,885.45 27,458.03 35,278.95 43,062.00 51,744.00 Debtor collection period (in days) 8.81 9.43 8.5 9.48 9.1

Average stock 721 423 652 856 1200 Creditor payment period (in days) 1 1 1 2 2

Fixed assets 33,820.86 69,619.65 82,238.51 100,559.00142,472.00 Liquidity ratio

Net assets 99,661.51 147,853.31 181,997.39 251,728.00297,566.00 Current ratio 3.0 3.0 2.0 2.0 3.0

Gross profit 30,166.87 38,923.70 35,270.42 41,747.00 50,533.00 Quick Asset ratio 3.2 3.0 2.1 1.8 2.7

Interest - - - - - Capital gearing ratio

Operating expenses 17,363.10 27,252.15 25,221.34 26,056.00 35,003.00 Gearing ratio 1.2 1.2 1.0 1.0 1.1

Equity 51,525.63 80,255.66 92,273.54 115,346.00162,897.00 Debt to equity 1.0 1.0 1.0 1.0 1.0

Number of ordinary shares 1,846.82 -2,849.02 660.77 2,323.00 12,377.00 Interest cover - - - - -

Dividend per ordinary shares - - - - -

Total Dividends - - - - -

Accounts payables 4,663.65 7,844.26 3,383.84 4,794.00 4,850.00

Total Liabilities 47,050.42 67,585.47 89,746.97 132,378.00122,530.00
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