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Abstract 

Founded in 1998, Google’s rapid growth made itself an unbeatable giant in the search 

engine battlefield. However, its dominance has yet to become an international absolute. 

Google Inc. struggles arduously on the digital battlefield in China’s Internet search engine 

market. In China, Baidu.com has been described as China’s Google for years and challenged 

Google’s expansion. This study provides an overview of the Internet service development in 

China, an illustration of the search engines’ profitability models, and an evaluation of Guge 

(Google China) and Baidu’s service designs. Overall, the research shows an attempt to 

understand the possible advantages and disadvantages when a multinational Internet service 

company enters China. Two notions emerge. First, standardization and adaptation may need 

to be nicely balanced for the subsidiary company in order to profit in China’s Internet 

market. Second, Google’s operation in China, Guge, stands strong on the service design end, 

especially in the area of “ease of use,” “informativeness,” and “fulfillment/reliability.” 

However, Guge’s major rival, Baidu, shows its advantage on a wider selection of online 

services. Therefore, in the long run, which company will win at the finishing line is still too 

early to tell.  
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Chapter I: Google in China 

 

 

 

“The American Internet giants are dominant in the U.S. and dominant in Europe, and then 

they come to China and fail. And so what I want to know is: What is Google going to do 

differently?”       

– Jason Brueschke, Citigroup Global 

 

One night, I chatted with the owner of MicroSun Computer Learning Center on MSN 

Messenger about where to find a serial number to unlock shared software. He typed, “Go ask 

Google God.” That was early 2003 in Taipei, the capital city of Taiwan, when Google Inc. 

did not have a Taiwan office, nor a Chinese name. At this time, Google was only a company 

with 1,628 employees and had not gone public yet (Google.com, n.d.)  From mid-2003 to 

mid-2005, I was serving in the army of the Republic of China. According to the national 

security requirement by the army, I was blocked from Internet access during the time I was in 

the camp. However, I didn’t feel left out from the latest news, because everyone in Taiwan 

was drowning in the 2004 presidential election news, especially the dubious assassination 

attempt drama of the former president of Taiwan, Mr. Chen Shui-bian, which was thought to 

be staged.   
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In these two years, Google’s market share grew from 29.5% to 47% (Nielsen 

NetRatings MegaView Search, 2003, 2005), caused by the launch of its groundbreaking 

services: Gmail, Google maps, and Google earth, and the company itself also went public. In 

less than a year, its stocks soared from $85 a share to more than $300 (Vise, 2005). Larry 

Page and Sergey Brin, the two founders of Google, became the Silicon Valley’s new golden 

boys. Google’s legendary stories were well told in Vise (2005) The Google Story, and 

Battelle (2005) The Search: How Google and Its Rivals Rewrote the Rules of Business and 

Transformed Our Culture, and other hundreds of news stories.  

Interestingly, when we look closely at these stories from The New York Times, The 

Wall Street Journal, The San Francisco Chronicle, and also Battelle and Vise’s book, Google 

is thriving in the US and Europe, but is clearly crippled in Asia, especially in China.  

Multinational Internet Companies’ China Problem 

At the end of 2007, the number of online users in China surpassed the US and has the 

highest number of Internet users in the world, and at the end of 2008, the Internet service 

market in China had grown to $14 billion (Jiang, 2009). Both of these factors made 

multinational Internet companies flocked to the newly bloomed China Internet service 

market. This growing trend numbers are available in chart 1 and 2. 

Dr. Kai-fu Lee, the president of Google China, shared his insight in his distinguished 

lecture, “Google in China—Can a Multinational Internet Company Succeed in China?” when 

he returned to his alma mater, the School of Computer Science in Carnegie Melon University 

in February 07, 2008. The transcript of the lecture is available in Appendix A.  
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Chart 1: US vs. China: Population and Internet User Statistics (2000 to 2008) 

 

Chart 1 shows the growing trend of Internet users in the US and China. In 2007, the number 
of Internet user in China surpassed the number in the United States. Source: China Popin, 
U.S. Census Bureau, Internet World Stats 
 
Chart 2: Internet Industry Revenue in China (2007 to 2008)

 

��Chart 2 is estimate revenue of Internet Service Providers in China, including online gaming, 
online ads, search engine, online shopping, B2B, online travel reservation, online hiring, and 
domain name sales; mobile value-added services are not included. Source: iResearch (2009) 
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In Lee’s lecture, he pointed out that Yahoo entered China first in 1999, AOL joint 

ventured with Lenovo later, eBay entered in 2003, Amazon bought the number one online 

retail company Joyo, MSN entered in 2004, but none of them were successful. Lee concluded 

these multinational Internet companies had five major problems: 

1. Short-term orientation 

2. Lack of empowerment for local team 

3. Insist using global standard platform, not knowing the local platform has 

irreplaceable elements 

4. Lack of partnership 

5. Moving too slowly, too many decision layers (Lee, 2008)  

Google’s China Plan 

In the same lecture, he also shared his six-point China plan starting in 2005, and he 

believed under these guidelines, Google would start to win market shares in China. 

1. Long-term view and patience 

Lee explained the different time-orientation strategy Google used in China by 

quoting Eric Schmidt, the CEO of Google Inc., “We will take a long-term view to 

win in China. The Chinese have 5000 years of history. Google has 5000 years of 

patience in China.” This commendable statement shows that Google not only 

learned from the mistakes of other companies, but also showed Google’s respect 

to Chinese culture (Lee, 2008).  
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2. People First  

Lee again quoted Eric Schmidt’s saying, “Our growth is limited not by market 

opportunities or competitive challenges, but by whether or not we can find the 

world’s greatest engineers, and challenging them with the world’s toughest 

problems.” He thinks the good engineers have the eagerness to change the world, 

and Google’s six-month product cycle can let the Chinese engineers see their 

impact to the world sooner than other companies (Lee, 2008).  

3. Build real R&D center 

Lee criticized that most “R&D centers” in China are only dealing with four tasks 

in general: (1) localizing American product, (2) testing, (3) serving as a solution 

center, and (4) generating research publications.  

On the contrary, he saw Google’s R&D centers are built to deal with real life 

problems and to create products to meet Chinese people’s needs. If possible, the 

product will be globalized into the world platform. The “real” R&D centers give 

freedom to the engineers and cause the company to get innovative ideas and 

invention in return (Lee, 2008). 

4. Build the Best Chinese Search 

In Lee’s lecture, he claimed the China Google team has built and kept bolstering 

the most relevant, fresh, wide-covering, high-speed and low-spam Chinese search 

by Google China’s diligent and smart engineers (Lee, 2008).  In fact, in table 1, 

we can see Lee’s point was later proven to be correct by China IntelliConsulting’s 

survey results. 



Google Takes on China 13 

5. Develop China products 

Lee pointed out that based on a third party eye-tracking research, Chinese Internet 

users are (1) thirsty for knowledge and entertainment content, (2) have issues in 

typing, and (3) unable to spell “Google” correctly to link to Google search. He 

also found there are several culturally rooted behavior differences from the US 

users. For example, Chinese Internet users, like community services, use “answers” 

extensively, and they go to Internet Cafés for Internet access. Cell phones also 

have a huge potential to be the devices for many Chinese people to access the 

Internet for the first time (Lee, 2008). More product-related issues are discussed 

in Chapter IV. 

 

Table 1: User Experience Comparison on Guge* and Baidu’s Search Engine 
 
Category 2007 

Guge User 
2007 

Baidu User 
2008 

Guge User 
2008 

Baidu User 
Relevancy 81.2% 81.2% 79.5% 77.3% 
Coverage - 76.4% 78.2% 76.5% 
Ranking 79.7% 77.0% 74.2% 72.3% 
Security 75.5% 72.8% 76.3% 72.8% 
Innovation 81.5% 79.0% 72.7% 69.9% 
Corporation 
Image 

77.4% 75.0% 79.9% 79.7% 

Over all review 81.5% 79.7% 81.4% 80.1% 
This table shows in both 2007 and 2008, Guge’s search service provides a better user 
experience for the Internet users in China. Source: China IntelliConsulting (2007, 
2008) *Guge (www.google.com.cn) is Google’s Chinese brand name and search 
service in China  
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6. Partner Extensively 

Lee pointed out that Google China partners with portal sites, wireless networks, 

and ISPs. It also uses resellers to promote their advertising solutions. These 

partnerships did help Google China to grow in 2007 (Lee, 2008).  

 

Kai-Fu Lee 

Kai-Fu Lee was born in 1961 in Taiwan. His father, Tienmin Li, is a historical 

biographer and a professor at National Chengchi University.  Kai-Fu Lee immigrated to the 

United States at twelve years old. Later, he graduated from Columbia University in 1983 and 

earned a Ph.D. in computer science from Carnegie Mellon University. His major focus was 

on machine learning, pattern recognition, and speech recognition. He worked at Apple 

Computer, Silicon Graphics, Cosmo Software and Microsoft Research. In 2005, he decided 

to join Google and took the position of founding president of Google China (Wikipedia, n.d.). 

Different from many people who immigrate at a middle school level from Taiwan or 

China, Kai-Fu Lee shows a more temperate and charismatic personality.  His presence 

absolutely created a leader’s image – confident, sincere, but practical at the same time – 

which is welcomed in China nowadays.    

Cross the Great Firewall 

In 2000, Google launched multi-language search, including simplified Chinese, a 

language used by 1.3 billion people. It is really a noble attempt to provide services that help 
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more people to access information through the Internet. Unfortunately, on September 3rd 

2002, Google was blocked in China for the first time. “The Great Firewall,” the new censors 

Cisco Systems built for the government of China, was accused to be the factor (Thompson, 

2006). The Great Firewall is used to “control the flow of information on the Internet, 

coercive co-option of businesses, Internet Service Providers, and content producers to tow 

the state line, and monitoring of individual Internet users.” (Tai, 2006, p. 97) 

Both Chinese government and Google denied publically explaining the reason. 

However, the cause was believed that the China government found some “harmful content” 

on Google’s search results, which included a link to a website that bitterly criticized the 

Chinese president [Jiang Zemin] and his policy on suppressing Falun Gong, a powerful 

religious sect in China (Kahn, 2002). Even though Google.com was restored a few days later, 

the traffic speed was slowed down dramatically caused by the Great Firewall. This made 

Google face a severe user experience problem on their Chinese search. Just with this several 

milliseconds difference, users are very likely to switch to Google’s chief rival in the Chinese 

language, Baidu (Thompson, 2006).  

What information does the Great Firewall filtered in China? To examine this issue, I 

used one proxy server located at Rm.1306 No.200 Chang Shou Road, Shanghai, 200060 

China provided by proxy4free.com to access the Internet in China. The examination was 

conducted on July 11, 2009 from between 1:00 A.M. and 3:00 P.M., and Google, Guge, and 

Baidu’s search services were examined.  

When search for “江泽民” [Jiang Zemin, the president of China from 1993 to 2003], 

the results back from this China proxy server showed Google spent 0.20 seconds and 
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retrieved 6,360,000 results, Guge spent 0.18 seconds and retrieved 2,790,000 results, and 

Baidu spent 0.001 seconds and retrieved 4,350,000 results. This examination shows Google 

retrieved more results, but did act slower than Guge and Baidu in China. In both Guge and 

Baidu’s results page the first 20 results were mostly Jiang Zemin’s biography and recent 

activities and books he wrote. All these search results were effective links with a declaration 

that said “according to local laws, regulations, and policies, some search results were not 

shown.” In Google’s result pages, some critical news or articles against Jiang Zemin can be 

found. However, eleven links among the first 20 search results were broken. This explains 

the “user experience” issue may be caused by the Great Firewall in China. 

In 2004, Google finally made its move to cross not only the Pacific Ocean, but also 

the Great Firewall. Google opened its office and research center in Beijing and launched its 

new Chinese search engine, Guge.cn, which was filtered according to China’s regulations 

(Schrage, 2006). Finally, Google could provide Chinese users with a “better user experience” 

without the “blocked page” issue caused by the Great Firewall. This act stimulated some 

harsh criticism about Google’s operational integrity in the US (Lee, 2006 pp. B3; pp. A1).  

What Internet services companies need to know before enter China?  

In The Global Competitiveness Report 2008–2009 by the World Economic Forum 

(2009), China has the 2nd market size among 134 counties. Eyeing on the huge potential 

market, many multinational Internet companies were planning on or had been trying to enter 

China. There are a few pieces of important information for these multinational Internet 

companies to consider:  
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1. The Government 

 Tai (2006) argues, China government is enthusiastic that the gold mine of the Internet 

commercial industry could benefit the country. However, the China government is also aware 

that an unregulated Internet environment can undermine the power and authority of the 

government. In fact, the Great Firewall, mentioned earlier in this Chapter, is one of the many 

censoring systems of the China government. In 2002, more than 1,200 online enterprises 

voluntarily acceded the pact of “Public Pledge of Self-regulation and Professional Ethics for 

China Internet Industry,” which included Yahoo’s Chinese language site. With these 

companies’ “self-discipline” agreement, they should not “produce, release or spread material 

that is harmful to national security and social stability” or “violate the law.” (Tai, 2006, p.97; 

Internet Society of China, n.d.) Many multinational Internet service companies, like Google 

and Yahoo, bust their corporate images because of the tight control of the Internet industry 

by the China government. 

2. The Legal System 

 Besides the censorship issue, the legal system in China may also hinder the growth of 

international companies. The Global Information Technology Report 2008 – 2009,  shows a 

fairly low “judicial independence”, “intellectual property protection,” “efficiency of legal 

framework,” “property rights,” and “quality of competition in the ISP sector” (World 

Economic Forum, 2009).  

3. The Infrastructures 

 In the same report, China’s infrastructure environment ranked the 74th. This major 

adverse factor kept China in a straggly position in the “Networked Readiness” Index (The 
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World Economic Forum, 2009). However, China is working hard on this area. By releasing a 

series of policies such as 2006-2020 National Information Development Strategy and “Five-

Year Plan” for Information of National Economy and Social Development, in 2010, the 

government aims to bring telephone access to every village and Internet access to every 

township (CNNIC, 2009).  

4. The Culture and Other Differences 

 Lee (2008) said, in China, unlike in the US, there are not as many full-bloomed 

media, like The Wall Street Journal, or The New York Times. The Internet becomes the major 

dependable source for information and news. Also, the average age of Internet users in China 

is about 25 and dropping. Therefore, the online entertainment and community services’ 

market is gigantic. Many of these young Internet users reach the Internet by going to Internet 

Cafés, which is the third online locations just behind at home and at work. In the US, for the 

people who listen to music, many of them use iTunes or iPods. However, the users in China 

use search engines to search for songs and download them for free. For online bidding 

services, users bid online, but pay in person. Also, the 510 million mobile phone users in 

China are twice the size of Internet users. Therefore, many people’s “first” Internet 

experience is through their mobile phone. Besides, Tai (2006) pointed out that there is a 

perceivable “digital divide” among Internet users in China due to the variations in economic 

development, telecommunications infrastructure, and available resources. There is still an 

almost impossible-to-bridge gap on Internet connectivity between the urban and rural areas, 

just like every other aspects of life (pp. 158-159).  

Rationale for Study 
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In the year 2005, five years after Google started to provide its simplified Chinese 

search service in China, it was still behind the local search engine, Baidu, which was 26.9% 

to 46.5% in the market share (Liang ed., 2007, p. 310). In 2008, when the number of Chinese 

Internet users officially exceeded the number in the United States, Google seemed to fall 

even further behind with a 28% market share against Baidu’s 62% (Barboza, 2009, p. B9).  

Why does the ever victorious and don’t [want to] be evil company have such a hard 

time penetrating the Internet search engine market in China? What is Baidu’s trick to keep it 

growing in China? Cheng Liang (2007), an editor of Zhongguo jing ji chu ban she [China 

Economy Publishing House] compared Google and Baidu from eleven different perspectives. 

In Liang’s book, Google yu Baidu: quan qiu liang da sou suo ju tou de ji shu chuang xin yu 

ying li ce lüe [that is Google vs. Baidu: The Technology Innovations and Marketing 

Strategies of the Two Leading Search Engines], he examined the following eleven topics in 

both companies:  

1. Positions in the market,  

2. Companies development history,  

3. Revenue generating methods,  

4. Innovation strategies,  

5. Marketing strategies,  

6. Organization images,  

7. Leadership,  

8. Recruitment,  

9. Benefit, management styles,  
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10. Crisis management,  

10. Opponents,  

11. Future plans.  

Liang’s book is a fairly objective comparison between these two companies. 

However, from mid-2006 until mid-2009, when Google finally started its own office in 

China, gave the “Simplified Chinese version of Google search” a Chinese name, Guge, and 

launched dozens of China product, there was not a systematic analysis on the global search 

giant’s efforts nor its biggest opponent’s strengths in English language.  

Research Questions 

In this study, I will examine the operation and service design of Google 

(www.google.com), Guge (www.google.com.cn) and Baidu (www.baidu.com) and try to 

answer the following research questions: 

RQ1: What is the revenue model of search engines in China?  

RQ2: Does Guge provide better services than Baidu? 

RQ3: In what area is Guge’s service better? 
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Chapter II: Google, Baidu, and Guge 

 

 

 

In this Chapter, I will chronologically list Google, Baidu, and Guge’s development to 

give an overview about the search engine development history in China. 

1998 Google Founded 

Larry Page and Brin Sergey founded Google in California, US (Battelle, 2005, p. 86). 

1999 Google “has an uncanny knack for returning extremely relevant results” 

PC Magazine named Google as one of the top 100 websites. Ulanoff (2008) in 

“Google: You’ve Come a Long Way, Baby!” quoted the 1999 PC Magazine article: 

“Google! Is a Stanford University project designed to find the most relevant Web pages 

(those with the most related links) and run searches against them. The 25 million pages 

currently catalogued seem to be good choices; the site has an uncanny knack for returning 

extremely relevant results.”  

2000 Baidu Founded; Google Searched 10 different languages 

Robin Li founded Baidu in Beijing, China. Later that year, Baidu started to provide 

search solution for major portal sites in China, like Sina.com, 263.com and Tom.com (Liang, 
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ed., 2007, p.322). The same year, Google started to provide search engine solution for 

Yahoo.com, a popular portal site in the US. (Battelle, 2005, p.126) 

Google started to provide multi-language search interface, 10 different language 

versions besides English, can be found on Google’s search engine, including simplified and 

traditional Chinese. Google became the search engine solution for major portal sites in US 

and European country (Liang, ed., 2007, p. 316). 

2001 Baidu Launched Search Engine; Google Had 100 Million Search Queries Per Day 

In China, Baidu became the major search solution provider for almost all the major 

portal sites. In the same year, Baidu launched its own search engine service and its ads 

service “Bid Ranking,” also known as auction-based pay-for-performance (P4P) service, 

which later became Baidu’s major revenue generator. Baidu also provided database-indexing 

software for the People’s Bank, the central bank of the People’s Republic of China (Liang, 

ed., 2007, pp. 322-323).  

In 2001, Google had over 100 million search queries per day, and there were 40 

different languages the search engine interfaces could be accessed in, including France, 

German, and Japanese. The same year, Eric Schmidt joined Google (Battelle, 2005, pp. 132-

137). 

2002 Baidu’s Acceleration; Google Launched News Search 

Robin Li saw the success of Google, and decided to spur Baidu to become the best 

search engine in China. The nine-month-long “Thunder Project” improved Baidu’s accuracy, 
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speed, coverage, and relevancy (Wang, 2006, pp. 76-86). In the same year, Baidu launched 

Baidu MP3 search and Baidu Toolbar. Later, Baidu MP3 became one major traffic booster 

for Baidu. Besides the improvements in services, Baidu also partnered with Yahoo! China, 

and Netease.com. At the end of 2002, the “Search Monopoly” campaign encouraged a huge 

number of Internet users to learn how to use Baidu’s search engine by providing alluring 

prizes. With the high publicity and traffic, Canon, Lenovo, and Coca-Cola started to use 

Baidu’s auction based pay-for-performance ads system (Liang, ed., 2007, pp. 323-324).  

The same year Google launched the beta version of Google News that searches about 

4,000 news sources (p. 316). Beside the news, the powerful search engine also found Google 

some trouble. In September, Google was blocked and been redirected to Shanghai Hotline, a 

regulated Internet content provider, for days. The real reason for the blockage was unknown. 

However, some reports guessed this was due to the leadership hand-over in 2002. The China 

government did not want some “harmful content” related to the leaders found on Google’s 

pages to be accessed by China Internet users (The New York Times, 2002; Kahn, 2002).  

2003 Baidu Launched Community Service; Google Bought Blogger and Picasa  

Baidu launched news search, image search, local search, and Teiba [or say Post Bar] 

a discussion board service. Later Teiba was found to be an extremely successful service and 

another major traffic driver beside of Baidu MP3 (Liang, 2007, p.325).  

The same year, Google bought Blogger and Picasa [a photo-sharing service], and later 

Blogger became one of the major Blog services in the US (Battelle, 2006, p. 140)  



Google Takes on China 24 

2004 Google’s Initial Public Offering  

2004 was historical for the whole reign of Internet, just like 1998. In EPIC 2014, a 

Flash movie made by Robin Sloan and Matt Thompson, argued: 

2004 would be remembered as the year that everything began. Reason Magazine 

sends subscribers an issue with a satellite photo of their houses on the cover and 

information custom-tailored to each subscriber inside. Sony and Philips unveil the 

world’s first mass-produced electronic paper. Google unveils Gmail, with a gigabyte 

of free space for every user. Microsoft unveils Newsbot, a social news filter. Amazon 

unveils A9, a search engine built on Google’s technology that also incorporates 

Amazon’s trademark recommendations. And then, Google goes public. Awash in new 

capital, the company makes a major acquisition. Google buys TiVo (Sloan & 

Thomson, 2004).  

In fact, in 2004, Google did not acquire TiVo, but acquired Keyhole, Inc. then 

launched Google Earth later in 2005. Google Earth is a software program that can bring 

everyone [with a computer screen] to every corner of the earth [virtually]. The unprecedented 

success on Nasdaq Index made Google became a 3 billion-dollar Internet company (Battelle, 

2005, p. 228). In the same year, Google started to provide desktop search and mobile search 

(Liang, ed., 2007, pp. 317-318). 

2005 Baidu’s Initial Public Offering (IPO) on NASDAQ; Kai-fu Lee Joined Google 
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One year after Google’s IPO, Baidu also went public on NASDAQ. The first day 

Baidu’s price soared from $27 a share to $151.21 a share (Liang, ed., 2007, p. 38). The 

success made Baidu popular, but brought trouble to it. Baidu was accused of violating 

copyright law by a number of music labels in the following years (Liang, ed., 2007, pp. 237-

242).   

Before the IPO, Baidu launched video search, hard drive search, and Baidu Zhidao 

[Baidu Knows], an online answers service. Baidu Zhidao later become the best interact 

platform and source to answer daily life questions and resolved 56.5 million questions asked 

by the Internet users in China by 2009 (Analysys.com, 2009). Besides launching these 

services, Baidu also partnered with Sanda Interactive Entertainment, one major online game 

company in China. Online gaming is another import drive for online traffic in China. 

The same year, Kai-fu Lee, the former executive and founder of Microsoft Research 

Asia, joined Google (Battelle, 2005, pp. 271-275) 

2006 Google launched Guge; Baidu launched Guoxue 

Google launched its simplified Chinese and filtered version search engine in China, 

named Guge. Guge [谷歌; 穀歌] meant “harvest song” representing the enjoyable user 

experiences that Guge will provide for the Internet users in China (Shanghai China Snippets, 

2006). Guge not only was the Chinese name for Google, but also the first brand name besides 

“Google” it ever used among all the countries and all the languages. The major reason was to 
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eliminate the earlier nickname by Internet users in China like “Gogo [狗狗]” meaning 

“dogs”, or “Gugo [古狗]” meaning “ancient dog” (Lee, 2008).   

In the same year, “Google” was listed as a transitive verb in the Merriam-Webster 

Dictionary and Oxford English Dictionary (Blakely, 2006). Later this year, Google bought 

YouTube, a video-sharing service, which was the world-third-popular site just ranked behind 

Google.com and Yahoo.com (Alexa.com, n.d.).  

In 2006, Baidu launched “Guoxue [Sinology; 國學],” a search channel for Chinese 

classical language, literature and philological approach. This new channel showed not only 

Baidu’s fast reaction to the Guoxue Fever during 2006 in China but its dedication and 

passion to Chinese culture. Later that year, Baidu partnered with Nokia, had the “Baidu 

World” campaign, and held the first China Internet Summit Meeting. At the end of 2006, 

Baidu launched blog search (Wikipedia, n.d., Jiang, 2006; Liao, 2006, Liang, ed., 2007, pp. 

328-329). 

2007 Guge Partnered Extensively, Baidu Listed as the Best Companies to Work in China 

During this year Guge first partnered with Sina.com, the largest news portal site in 

China. Later, Guge partnered with Tianya Virtual Community, one major online community 

in China. Together, they launched Tianya Laiba [comes] and Tianya Wenda [answers], two 

online community services aimed to compete with Baidu Teiba [post bar] and Baidu Zhidao 

[knows] and other community services in China (In Brief, 2007). 
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In this year, Fortune magazine named Google as the best company to work. 

Interestingly, in Fortune magazine China version, Baidu also listed as one of the ten best 

companies to work in China (Fortune, 2007; Ling, 2007). 

2008 Baidu’s Image Crisis, Guge’s Earthquake Map 

2008 is a complicated year for China. Several natural disasters and negative 

international news events associated with Tibet independence occurred. This was 

accompanied by the glory of the first Olympics Game and the third successful launch of a 

manned spacecraft, Shenzhou No.7 (Bai du gong si, 2009, pp. 1-8).   

The efficiency of Guge’s short product cycle had emerged during the Sichuan 

earthquake. Guge utilized Google earth to show timely satellite images of the disaster area. 

At the same time, Guge’s Tianya forum helped victim families to locate their family 

members. The forum also worked as a platform to organize worldwide donation to go to their 

needs (Guge, 2008; Luo & Zhang, 2008).  

At the end of 2008, China Central Television (CCTV), the China government 

powered TV network, criticized Baidu. CCTV accused Baidu of selling ads for illicit 

pharmaceutical factories and operations. Due to the auction-based pay-for-performance 

system, these ads were mixed in the search results, which aroused doubts among Internet 

users on Baidu’s operation ethics (Sina.com, 2008). Baidu was also hurt by the incorrectly 

relayed news, which said Baidu, was bought off by Sanlu, the company which produced 

toxic milk powder, to filter and take down relative news to cover the issue (Canaves, 2008). 



Google Takes on China 28 

2009 Baidu Phoenix Nest, Guge Music 

Baidu launched an improved advertisement display system named “Phoenix Nest 

System” also called “Search Promotion Professional Version” to replace the auction-based 

pay-for-performance system, which has been the major revenue generator for Baidu for eight 

years started in 2001. This new system will provide (1) multiple display choices for 

advertisement, (2) management tools for display time and region, (3) keyword 

recommendation tools, (4) budget settings, (5) lowest display cost calculation, (6) creative 

rotation, (7) IP blocking, (8) negative matching, (9) detailed reports and statistics (Baidu 

Baike, 2009). 

The most apparent change of the new system is the ads display was moved to the 

right of Baidu’s search result pages instead of blending into the search results. This new 

system can be seen as a response to CCTV’s reproach in 2007. The new way of displaying 

ads will also stop Guge’s consistent denouncement, “Baidu has an unjust search results 

which mixed with advertisement” said by Kai-fu Lee to Sina.com.  

In the same year, Guge launched Guge Music, a music service that allowed users 

legally streaming, downloading copyright music through Top100.com’s music collection for 

free. The music labels and Top100.com will share the advertising income on the music 

download pages with Guge. Guo Chunlong, Yahoo’s founder argued this could not be a 

sustainable business model for the music labels. However, with the high pirate rate in China, 

music label companies do not have other choices (Barboza, 2009). 
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Guge launched its new music search service “Guge Music.” A hundred thousand 

legal songs can be downloaded without any charge for the user. Guge is targeting the most 

used Internet activity in China –Music service. This ambitious step again showed Google’s 

attempt of growing in China’s Internet market. 

In mid-2009, Guge was accused of “spreading low-class information and images” 

which “pollutes the young generation in China” by CCTV, the China government TV station. 

Also, CCTV pointed out the vulgar information was generated and flowed on “foreign 

websites.” Another blockage of Google’s service happened on June 24, 2009. Several of 

Google’s services that Guge did not provide in China cannot be accessed during this period 

of time, while the Guge services in China was not affected (Associated Press, 2009).   
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Chapter III: Search Engine’s Revenue Model in China  

 

 

 

 

“During the boom years, entrepreneurs spoke of “aggregating eyeballs.” By that they meant 

designing Web sites to attract so many visitors that these would exist as virtual television 

stations, collecting untold millions in advertising revenues.” 

– Gary Rivlin, author of The Plot to Get Bill Gates 

 

Google’s groundbreaking search technology is fast, accurate and free. And not only 

the search engine is free, the news is free, the maps are free, the document management is 

free, the publishing tools are free, the social networking is free, the stock information is free, 

the online video is free, and the huge capacity email is also free.  

With the same fashion, Baidu and Guge are also providing everything for free, from 

the powerful search engine service, to MP3 download. Again, it is not just cheap, it is FREE.  

However, Milton Friedman, the popular US economist, reminded us: “There is no 

free lunch.” This contradiction arouses the question: “How do Google, Baidu and Guge make 

money?” In this Chapter, I will illustrate Google, Baidu and Guge’s revenue model. Also, I 

will talk about who takes the lead on the search engine ads market in China.  
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Google, Baidu and Guge’s Revenue Model 

Jeff Jarvis in “New Business Reality” argues that although Google’s search is the 

reason we visit Google.com, Google does not profit from licensing its search. Google 

provides useful services, but it did not charge its users for the services. Google is neither a 

content business nor a knowledge organizing business although Google News and YouTube 

are many people’s everyday-must-visit channels. So, how does Google make money? The 

Wall Street Journal enlightened us: 

Google Inc. maintains an index of Websites and other online content, and makes this 

information freely available through its search engine to anyone with an Internet 

connection. The Company's automated search technology helps people obtain nearly 

instant access to relevant information from its online index. The Company generates 

revenue primarily by delivering online advertising. Businesses use its AdWords 

program to promote their products and services with targeted advertising.  

– The Wall Street Journal (2009) 

But how does Google deliver online advertising? If we pull the Google’s Initial 

Public Offering (IPO) prospectus (Google Inc., 2004), we can find Google’s business model 

originally was licensing search engine services to other web sites. In the first quarter of 2000, 

Google initiated a program called “Premium Sponsorships” and advertisers paid Google 

based on the number of times their ads displayed on user’ search results pages.  
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In the fourth quarter of 2000, Google AdWords was launched. It is an online self-

service program that enables advertisers to place targeted text-based ads on Google’s web 

sites, and it also charged by the times the ads appeared. In the first quarter of 2002, AdWords 

transformed into a pay-per-click basis, which means the advertisers only pay Google each 

time a user clicks the ads appeared on Google’s web sites.  

In the first quarter of 2002, Google launched another program called Google 

AdSense. It distributes Google’s advertiser’s text-based ads on the web sites of the Google 

Network members. Each time the Internet users click on the ads on these Google Network 

members’ web sites, advertisers need to pay a fee to Google. And these Google Network 

members (that is who use AdSense on their own sites) will get a portion of these fees.  

1. Google’s Revenue Model 

In the IPO prospectus, Google said the advertising revenues made up 77%, 92%, 95% 

and 96% of Google’s net revenues in 2001, 2002, 2003 and in the early 2004 respectively. 

And in 2005, Google’s revenue from advertising already exceeded 3 billion dollars (Liang 

ed., 2007, p. 73). Google’s revenue model is as graphic 1. 

2. Baidu’s Revenue Model 

Different from Google’s model, started in September 2001, Baidu started to provide 

an auction-based pay-for-performance (P4P) service, which enable advertisers to bid for 

priority placement of their links in search results. Advertisers can choose to use text links, 

graphical advertisements and other forms of online advertising in either query sensitive or 

non-query sensitive displays.  
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Graphic 1: Google’s Revenue Model  

 

��Graphic 2: Baidu’s Revenue Model 

 

�In July 2003, Baidu started to offer online marketing services and this became its 

major business model. In 2004, Baidu’s online marketing services [auction based pay-for-

performance service] generated 91.0%, or US$12.9 million, from its total revenues of 
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US$14.2 million. In the first three month of 2005, Baidu generated 94.2%, or US$5.2 

million, of its total revenues of US$5.5 million from its online marketing services. Baidu’s 

revenue model is as Graphic 2. 

3. Guge’s Revenue Model 

Guge, as a subsidiary of Google, inherited the AdWords, the pay-per-click ads service and 

AdSense network. But Guge is also vigorously building its own authorized reseller network. 

In July 2009, there were already 26 authorized resellers in Guge’s  

AdWords network (Google.cn, 2009). Guge’s revenue model is as Graphic 3. 

� 

Graphic 3: Guge’s Revenue Model 

 

Traffic is The Key 

In 2008, the search engine market in China hits 735 million dollars, raised 73.1% 

from 2007 (iResearch, 2008).  
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In Chart 3, we see Baidu’s service market share in 2006, 2007, and 2008 was 64.5%, 

66.8% and 65.8% respectively, while Guge’s market share was 20.6%, 22.9% and 22.0%. 

Through out the same period of time, Baidu’s revenue share was 55.2%, 60.4%, and 63.5% 

respectively, while Guge’s revenue share was 21.7%, 21.2% and 27.3%. From these two sets 

of numbers, we can find an interesting correlation between the search engine’s market shares 

and its revenue shares: the larger the market shares, the larger the revenue shares.  

This close correlation confirmed Gary Rivlin’s insight. Gary said, “During the boom 

years, entrepreneurs spoke of “aggregating eyeballs.” By that they meant designing Web sites 

to attract so many visitors that these would exist as virtual television stations, collecting 

untold millions in advertising revenues.” And this rule seems to stay true between Baidu and 

Guge’s fierce competition in China.  

Guge or Baidu? – China Ads Buyer’s Choice  

The CNNIC’s “2008 Search Engine Ads Buyers’ Behavior Survey in China” found 

among all these ads buyers 65% of them were found buying ads from more than one 

provider. Among these advertisers, 91.3% bought Baidu’s ads and 80.6% bought Guge’s ads. 

Among the rest 35% ads buyers who bought from one provider, 73.2% bought ads from 

Baidu and 22.3% from Guge.  

With the large number of online ads income, Baidu’s financial reports shows in 2006, 

2007, and the first-nine month in 2008 it profited 44.2 million, 92 million, and 111.5 million 

dollars perspectively. Guge’s profit, however, was not specified in Google’s financial 

reports.  
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Chart 3: Search Engine Revenues and Market Shares in China 

 
In this Chart, the red lines at top represent Baidu’s service market share and revenue share; 
the blue lines at middle represent Guge’s service market share and revenue share; the green 
lines at bottom represent other search engine services’ market share and revenue share. The 
columns represent the actual revenue number in millions of Baidu, Guge and other search 
engine service providers. Source: Analysis (2007, 2008), iResearch (2007, 2008), China 
IntelliConsulting (2007, 2008, 2009), Baidu Financial Report (2006, 2007, 2008) 
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Research Question 

In this Chapter, I aimed to answer RQ1: “What is the revenue model of search 

engines in China?” From the revenue model in the first section, we realize both Guge and 

Baidu benefit from ads sales. However, Guge not only keep the Google’s model to sell ads 

through AdWords and AdSense online, but also adapts Baidu’s model to contract regional 

reseller. It is clear that in order to survive and profit, Guge walks the fine line between 

standardization and adaptation. 

In the second section, we noticed a large amount of ads buyers in China (65%) are 

willing to pay for both Baidu and Guge’s ads services to cover the most of search engine 

users in China. In the third section, we found the search engines’ revenue share and their 

traffic has a highly related correlation.  

Therefore, we can see the answer to RQ1 is two folds. First, the revenue model for 

search engine in China is ad sales and online marketing services. Second, in order to attract 

ads buyer, and enlarge their revenue share, Internet service companies will need to maximize 

the traffic of their websites. And in Chapter IV, I will discuss the major Internet traffic-

driving services in China, and examine Guge and Baidu’s service design. 
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   Chapter IV: Internet Service Design in China 

 

 

 

“Music downloads were the key missing piece for Google’s service in China and that a lack 

of music search has been the most common reason that Chinese users give for preferring 

another search engine.”    – Kai-Fu Lee, President of Google Greater 

China  

During 2006 and 2008, Guge (Google China) devoted time and energy on building a 

China team and services, providing a free Chinese search engine, free news search, free stock 

information, free online translation, free online video search, and more aimed to attract the 

online traffic in China. After three-years of effort, Guge is at a standstill with its 22% of 

online search service market share in China, based on numbers from China IntelliConsulting, 

a consulting firm based in Beijing. 

In order to boost the market share in China, at the end of March 2009, Google started 

to provide a service that let users search and download legitimate music for free. According 

to The Wall Street Journal, the service will let users download or stream licensed music from 

more than 140 labels, including the world’s four biggest: Warner Music Group Corp., 

Vivendi SA’s Universal Music, EMI Group Ltd., and Sony Corp.’s Sony Music 

Entertainment (Back & Chao, 2009).  
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The collaboration between Google, music labels and Top100.cn, a Chinese Web site 

which provides more than one million legal music tracks, will form a whole new model for 

the digital music industry in China. Google will share roughly half of the revenue with the 

record companies, and Top100.cn gets the remainder (Back & Chao, 2009). Lachie 

Rutherford, president of Warner Music Asia Pacific told The Wall Street Journal, “I can’t 

overstate how important the new Google service is, until now, the online market in China has 

been completely un-monetized by the music business.” 

From Google’s view, to be able to provide the free download music service for 

Internet users in China is crucial for its own marketing purpose. In fact, among all the online 

services in China, music consistently attracts the largest Internet traffic, which is exact what 

Google needed. The Internet service-user counts and service use rate can be found in table 3. 

Kai-Fu Lee, the president of Google Greater China said to The Wall Street Journal, “Music 

downloads were the key missing piece for Google’s service in China and that a lack of music 

search has been the most common reason that Chinese users give for preferring another 

search engine.”  

In this Chapter, will first compare all the services Google and Baidu provide. Second, 

I will discuss the music market in the US and China. Third, I will examine the design of 

Google and Baidu’s music service as one example of their Internet service design in China.  

 

Services Overview 

 Liang (2007) argues: “Baidu is a good imitator. By mastering the art-of-copy, in a 

few years, Baidu is no longer a never-heard-of company but is the overlord of Chinese search 
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engine market.”  (Liang, ed., 2007, p.100). Is Baidu’s achievement simply a successful copy 

of Google’s innovative operation? To find out, this study will examine  the service designs of 

Baidu, Google, and Guge. 

Table 2: Online Services and Use Rate in China (2007 to 2008) 

 2007 
Use rate 

2007 
Size (ten 
thousands) 

2008 
Use rate 

2008  
Size (ten 
thousands) 

A. News 73.6% 15,500 78.5% 23,400 
B. Search 72.4% 15,200 68.0% 20,300 
C. Communication     
Email 56.5% 11,900 56.8% 16,900 
Instant messaging 81.4% 17,100 75.3% 22,400 
D. Community     
Having blogs - - 54.3% 16,200 
Updating blogs 23.5% 4,900 35.2% 10,500 
Forum/BBS - - 30.7% 9,100 
Social networking  - - 19.3% 5,800 
E. Entertainment     
Games 59.3% 12,500 62.8% 18,700 
Music 86.6% 18,200 83.7% 24,900 
Video 76.9% 16,100 67.7% 20,200 
F. E-commerce     
Online shopping 22.1% 46,00 24.8% 7,400 
Online selling - - 3.7% 1,100 
Online payment 15.8% 3,300 17.6% 5,200 
G. Finance     
Online banking 19.2% 4,000 19.3% 5,800 
H. Online 
Education 

    

Online education 16.6% 3,500 16.5% 4,900 
Table 2 shows the use rate of 16 different online services (in eight categories) in China. 
Online music was the most used service through out 2007 to 2008. Source: Statistical Survey 
Report on the Internet Development in China (CNNIC, 2009) 

 

1. Homepage Layout Design 
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The homepage of Baidu (www.baidu.com), Google (www.google.com), and  Guge 

(www.google.com.cn) were retrieved on June 08, 2009 for this paper. For both Guge and 

Baidu, a clean homepage with the same fashion as Google is presented for the Internet users 

in China [see the screen shot in Appendix B]. Guge’s homepage page keeps the consistency 

with Google’s design: a white page with a blue-red-yellow-green big “Google” logo and a 

search bar. Interestingly, Baidu has a very similar design: a white page with a red-blue logo 

and a search bar. 

Both of the homepages are the core service of Guge and Baidu. However, a search 

engine’s power simply falls on its efficiency. That is why Guge, Baidu and Google applied 

these clean and simple designs on the interface. A detailed description on design elements is 

listed in Appendix C. 

2. Services Comparison 

 Besides the homepage layout design, as the first search engine in the US and China, 

Google and Baidu must has its appealing features. There are total of 87 different services 

listed on these three search engines’ service page, service pages screen shot and a full 

services list are available in Appendix D and E. All these services fall into 12 different 

categories, including:  

(1) Search 

(2) Specialized Search / Services 

(3) Information / News 

(4)  Information Sharing / Answers / Encyclopedia 

(5) Personalized Services 
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(6) Social Networking / Blog 

(7) Entertainment 

(8) E-Commerce 

(9) Services for Mobile Phone 

(10) Portal / Index 

(11)  Language Tool 

(12)  Offline Application Download  

The three search engines provide different services to fulfill the users need. From the counts 

of services in each category, it is clear Baidu’s emphasis is on search and entertainment, 

while Google focuses on search, personal information tools and offline applications. Guge, 

however, falls in between the two, which provides some services not provided by Google but 

provided by Baidu, like the portal, index services and extra search categories to meet the 

local market needs. Guge also provides services genuine from Google, like offline 

application downloads. The service count number is available in table 3.  

The Digital Music Market in the US and in China 

The International Federation of the Phonographic Industry (2008) reported, “Today a 

single artist release can be packaged in multiple formats include video downloads, ringtones 

or mobile full tracks. Sales of Justin Timberlake’s FutureSex/Love Sounds comprised of 115 

products which sold a total of 10 million units, of which only 20 percent were in CD format” 

(p.6). This explained today’s technology is changing the landscape of music industry in an 

enormous way.   
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Table 3: Baidu, Google and Guge Services by Categories  
 
Service Categories Baidu Google Guge 
Search 16 8 10 
Specialized Search / Services 5 4 2 
Information / News 5 3 3 
Information Sharing / Answers / Encyclopedia 4 2 0 
Personal Information Tools 2 8 3 
Social Networking / Blog 2 2 0 
Entertainment 8 2 2 
E-Commerce 1 1 1 
Services for Mobile Phone 4 4 3 
Portal / Index 4 0 2 
Map 1 1 1 
Language Tool 1 1 2 
Online Security 2 0 0 
Offline Application Download 3 7 5 
Total 58 43 34 

 

Madden and Rainie (2005), research specialist in Pew Internet & American Life 

Project said, “About 36 million Americans –or 27% of Internet users –said they download 

either music or video.” The same report indicated that 43% of Americans have tried online 

music services like iTunes, which was only 24% back in 2004. Also, about 22% of Internet 

users download music from the Internet. Madden and Rainie also found:  

Among all the video and music downloaders, 28% volunteer that the main reason 

they stopped was because they were afraid to get in trouble or heard about the RIAA 

lawsuits. …The second-most reported reason in the current survey came from the 

15% of former downloaders who said they quit because they were getting more 

viruses, pop-up ads or having other computer problems that they could attribute to 

their downloading activity. 
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Recently, Madden (2008) quoted Nielsen SoundScan said a 45% sale growth of digital 

downloads between 2006 and 2007 (n.d.). The International Federation of the Phonographic 

Industry (2009) also named the United States as the world leader in digital music sales, 

accounting for some 50 percent of the global digital music market value (p.6). 

 On the contrary, in China, the sale of music has been difficult. Baidu was accused by 

dozens of label companies for violating copyright. The International Federation of the 

Phonographic Industry also pointed Baidu as “the biggest single violator of music copyrights 

and by far the greatest obstacle to legitimate digital commerce in China,” which “provides 

specialized ‘deep link’ services giving users direct access to millions of copyright-infringing 

music files,” and “estimated to bring in annual advertising earnings of at least RMB 330 

million (USD 50 million, 2009).”  However, Baidu answers back in its Disclaimer: “Baidu’s 

search results based on computer programmed method…. Baidu is not responsible for any 

web sites or files built or provided by the third party that can be accessed via Baidu’s search 

result pages” (Baidu.com, trans. 2009).  

The introducing of Guge’s new music search service was expected by many music 

labels to change the situation. The following paragraph will compare Google and Baidu’s 

music search service with a Web site quality measurement compiled by Wolfinbarger and 

Gilly in 2003.  

  

The Music Service Comparison 

 Free music streaming and download service is a service that meets the digital music 

market in China. In this section, I will focus on the comparison of the two music streaming 
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and download services: Guge Music (http://www.google.cn/music) and Baidu MP3 

(http://mp3.baidu.com). Google (Google.com) was excluded from this comparison because 

the music download service is only provided in China. A 49-attributes Web site quality 

measurement is used for the examination. This measurement is based on Wolfinbarger and 

Gilly’s (2003) “Hierarchical Cluster Analysis and Importance Ratings of eTailQ Items.” 

Since I am a heavy Internet user and I read Chinese, in this study, I use myself as a 

researcher to examine Guge and Baidu’s music services. I took out some non-related 

attributes, like security and privacy on transaction or customer service after online shopping. 

By using this adjusted measurement, the usability elements and the quality of the service can 

both be examined. Guge and Baidu’s websites were tracked closely since mid-2008 when 

this study started, but the music services were specifically examined using the described 

attributes on June 10, 2009 from between 8:00 P.M. and 11:00 P.M., The full results and 

service page screenshots are available in Appendix F.  

1. Guge Music’s Advantages on Design and Usability 

 Guge Music excelled on 12 attributes that Baidu MP3 failed to obtain. These 

attributes show Guge Music has a relative advantage over Baidu MP3 on: ease of use, 

“Informativeness” and fulfillment/reliability (Table 4). With the partnership with Top100.cn, 

one of the three major legal music download service providers in China, Guge Music starts at 

a very strong position.  

In the “ease of use” category, the site always works correctly, shows all the options, 

has a clean and simple layout, and moves like a well-oiled machine. In the “informativeness” 

category, Guge Music gives the user full information, provides in-depth and comprehensive 
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information, is a good source of information, and helps users to research products (music). In 

the “fulfillment/reliability” category, the downloaded music file is the same as the Web site 

represented, and the users get what they intended to download from the Web site.   

On the other hand, due to the nature of Baidu MP3’s content is drawn from search 

results, it is easy to find a false link, lack of artists’ comprehensive information, or pictures 

while using Baidu MP3. 

Table 4: Advantages of Guge Music 
 

 Baidu Guge 
Ease of use (5 out of 14 attributes)   
18. The website has good pictures of products. No Yes 
20. The site always works correctly. No Yes 
23. I know what all my options are when I shop at this 
website.  

No Yes 

24. The layout of the site is clean and simple.  No Yes 
26. Every process at this site moves like a well-oiled 
machine.  

No Yes 

Informativeness (5 out of 6 attributes)   
27. At this site, I have the full information at hand. No Yes 
28. The website provides in-depth information. No Yes 
30. The website has comprehensive information.  No Yes 
31. The website is a very good source of information.  No Yes 
32. This site helps me research products (music). No Yes 
Fulfillment/reliability (2 out of 3 attributes)   
41. The product (music file) that came was represented 
accurately by the website. 

No Yes 

43. You get what you ordered (intended to download) from 
this site.  

No Yes 

 

2. Baidu MP3’s Advantages on Design and Usability 

Baidu MP3 appeared to have five attributes that Guge Music does not have. These 

attributes showed Baidu MP3 has relative advantages over Guge Music on: experiential/ 

atmospheric, selection, and personalization (Table 5). Baidu has been one of the most 
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popular music protocols for the Internet users in China for over six years, Baidu MP3 does 

know the market well.   

In “experiential/atmospheric” category, Baidu MP3 has periodically held games or 

competitions, which draws users’ attention, and the awards from the competitions are good 

surprises for the users. In “selection” category, the search results are pulled from the World 

Wide Web, not limited to certain contracted music labels, some hard-to-find music can be 

found on Baidu MP3. In the “personalization” category, Baidu MP3 share account with 

Baidu Space, a social networking and blog service, which gives users personal attention, 

good level of personalization, and personalization features. With the Baidu Space account, 

any user can become a music gatekeeper to create “virtual albums” by sharing personalized 

music listings online. The most active and the most popular music gatekeepers will also be 

showed on a ranking page. 

Guge Music, on the other hand, was short of any personalized function. This is 

largely due to Google’s China policy, not to offer Gmail, Blogger and any other services that 

may obtain personal information from the users in China (Schrage, 2006). 

Table 5: Advantages of Baidu MP3 
 

 Baidu Guge 
Experiential/atmospheric attributes (1 out of 10 attributes)   
6. The website has good surprises.  Yes No 
Selection (1 out of 8 attributes)   
39. There are hard-to-find products (music) on this site. Yes No 
Personalization attributes (3 out of 6 attributes)   
44. This website gives you personal attention.  Yes No 
45. The level of personalization at this site is about right, not 
too much or too little. 

Yes No 

47. This site has features that are personalized for me. Yes No 
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3. Deficiencies On Guge Music and Baidu MP3 

Although Baidu and Google are the two biggest search engines in China, there are 

still a few deficiencies on both of their services, see table 6.  

In the “experiential /atmospheric” category, both sites are lack visual appeal, 

especially when compares to the major US music service sites like iTunes, eMusic, or 

Napster. However, the bandwidth limitations and variation can result in a text heavy layout 

design.  

In the “ease of use” category, both Guge Music and Baidu MP3 waste users time to 

some degree. For Guge Music, in order to display ads, users have to click on a “download 

button” each time for every song they intended to download, instead of downloading a whole 

album from one artist. For Baidu MP3, false or broken links are found when users try to 

download music. The qualities of the songs are not regulated, sometimes a low quality 

recording from the radio broadcast can be found on the service Baidu provides.  

In “personalization” both Guge Music and Baidu MP3 have a long way to go. Neither 

of each site can understand users specific needs, guess what the users want, nor offer extra 

services or information due to users preference. Take KKbox (kkbox.com.tw), an online 

music service based in Taiwan, for example, the function “pick music by your mood” can 

sort and suggest music by seven different moods defined by the users. Or like Pandora 

(Pandora.com), an online streaming music service in the US, users can find new songs by 

type in name of an artist or title of a song or an album, and in a second, an personalized 

station will be created that only plays music with similar melody, harmony, instrumentation, 

rhythm, vocals, and lyrics.  
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Table 6: Deficiencies On Guge Music and Baidu MP3 
 

 Baidu Guge 
Experiential/atmospheric (1 out of 10 attributes)   
2. The website is visually appealing. No No 
Ease of use (1 out of 14 attributes)   
13. The site doesn’t waste my time. No No 
Personalization (3 out of 6 attributes)   
46. This website understands my specific needs. No No 
48. This website stores all my preferences and offers me 
extra services or information based on my preferences.  

No No 

49. This site does a pretty good job guessing what kinds of 
things I might want and making suggestions.  

No No 

 

Research Question 

In this Chapter, I intended to answer RQ2: “Does Guge provides better services than 

Baidu?” and RQ3: “In what area is Guge’s service is better?” 

From the first part, “Services Overview,” I found Baidu provides more choices for 

Internet users when compare to Google or Guge.  

From the second part, “The Digital Music Market in the US and in China,” I found 

China’s online music market is genuinely different from the market it the US. Due to the 

regulation differences Baidu enjoyed years of high users traffic attracted by its music search 

service. With Guge Music, the new legal music download service, the late runner may be 

able to catch up the speed.  

From the third part, “The Music Service Comparison,” I found Guge Music wins over 

Baidu MP3 with a better quality of the service on “ease of use,” “informativeness,” and 

“fulfillment/reliability.” Unfortunately, Guge shows its disadvantage on 
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“Experiential/atmospheric,” “selection,” and “personalization.” In both services have space 

for improvement on “personalization.” 

To answer the two research questions, Guge has less variety of over all services. 

However, Guge does provide better quality of service in the area of “ease of use,” 

“informativeness,” and “fulfillment/reliability.”  
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Chapter V: Discussion 

 

 

 

From this study, we learned several interesting facts about Guge, the China subsidiary 

of the global search engine monopoly. The revenue model of search engines in China is no 

different to Google’s operation: ads sales. However, when we closely examine Guge’s 

revenue model, we realized its operation combines Google’s online ads selling system 

(AdWords and AdSense) and Baidu’s regional reseller. We learned Guge is nicely balanced 

between standardization and adaptation to meet the market needs. Also, we learned search 

engines’ revenues have a high correlation with their traffic. In this scenario, Baidu and Guge 

endeavor to provide useful and intriguing free services to attract more Internet users in 

China. In the competition of “music download service” Guge mastered in the area of “ease of 

use,” “informativeness,” and “fulfillment/reliability.” However, in overall services, Baidu 

beats Guge with a wider selection of services. Therefore, in the long run, which company 

will win at the finishing line is still too early to tell.  

 

Limitations 

A number of limitations can be found in this study. First of all, the China Internet 

market is dynamic and has a huge potential to grow. Within limited time, only one of Guge 
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and Baidu’s many Internet services were compared. It constrains the scope of the study. If a 

variety of services from different Internet service companies can be examined and tracked 

over time, the study can be stronger. Also, I used myself as a researcher to examine the 

Internet services because I am a heavy Internet user and I read Chinese. Although my 

Taiwanese background may have valid cultural insights, a focus group with subjects from a 

China background could augment this study.  

 

Further Implications and Future Research 

A variety of areas can be examined in further studies. The possible application of the 

search engine’s “everything-free-for-user” business model will be one intriguing field to 

explore. Also, with the success in China’s search engine market, Baidu entered Japan in 

March, 2008. A close follow up of Baidu’s operation and cross comparison of Baidu and 

Guge’s enter models will also be beneficial for the future multinational Internet service 

companies. Furthermore, with the technology revolution and penetration of Internet, search 

engines are gradually unveiling their power and also their flexibility as an independent form 

of media, even on an international arena. The barriers of language will soon be eliminated. 

The meaning of nationality and culture will need to be redefined in the future. 

 

Conclusion 

This research shows an attempt to understand the possible advantages and 

disadvantages when a multinational Internet service company enters China. Two notions 

emerged. First, standardization and adaptation may need to be nicely balanced for the 
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subsidiary company in order to profit in China Internet market. Second, Google’s operation 

in China, Guge, stands strong on the service design end, especially in the area of “ease of 

use,” “informativeness,” and “fulfillment/reliability.” However, Guge’s major rival, Baidu, 

shows its advantage on a wider selection of online services. Therefore, in the long run, which 

company will win at the finishing line is still too early to tell.  
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Appendix A  

Lee Kai-Fu’s Lecture Program and Transcripts 

 

A. Lecture Program 

Google China – Can a Multinational Internet Company Succeed in China? 

 

SCS DISTINGUISHED LECTURE SERIES 

Friday, 1 February 2008 

3:30 PM - Distinguished Donuts - Outside the Hall 

4:00 PM – Lecture - University Center McConomy Auditorium 

 

Kai-Fu Lee 

President, Google Greater China 

Vice President Engineering, Google, Inc. and CS PhD Alum '88 

Google entered China in 2006, just as virtually every multinational Internet company was 
failing or pulling out. Google also faced significant challenges in 2006, from public 
perception to government relations, from user experience to market share. However, in the 
past two years, Google China has turned the situation around – from having the best Chinese 
search engine to increasing market share. This talk will describe: 

* How did Google work hard to understand the Chinese user? How are Chinese users 
different from users elsewhere? 
* How did Google translate that understanding into winning products and product features? 
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* What research and development areas are being worked on at Google China? 
* What are the key success factors for multinationals in China? 
 
Lecturer Biography 

Kai-Fu Lee is a Vice President of Engineering at Google, Inc. and President of Google 
Greater China. He joined Google in 2005 to start Google’s operations in China. Prior to 
joining Google, Lee was a Corporate Vice President responsible for advanced natural 
language and user interface technologies at Microsoft (1998) and was the founder of 
Microsoft Research Asia, which has since become one of the best research centers in the 
world. MIT Technology Review called it “the hottest computer science research lab in the 
world.” 

From 1996 to 1998, Lee was the President of Cosmo Software, a subsidiary of Silicon 
Graphics, Inc. (SGI). At SGI, Lee was responsible for several product lines and the 
company’s Web strategy. Before joining SGI, Lee spent six years at Apple, most recently as 
vice president of the company's interactive media group, which developed QuickTime, 
QuickDraw 3D, QuickTime VR and PlainTalk speech technologies. 

From 1988 to 1990, he was an assistant professor at Carnegie Mellon University, where he 
developed the world's first speaker-independent continuous speech-recognition system. This 
system was selected as the “Most Important Innovation of 1988” by Business Week. While at 
Carnegie Mellon, Lee also developed the world-champion computer program that plays the 
game "Othello" and that defeated the human world champion in 1988. 

Lee holds a doctorate in computer science from Carnegie Mellon University and a bachelor's 
in computer science with highest honors from Columbia University. Lee is a Fellow of the 
IEEE. 
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B. Transcripts 

Google China – Can a Multinational Internet Company Succeed in China? 

 

Thank you very much, look like the Beijing weather to Pittsburg. Yesterday I gave a 
talk from my book. So, today I am going to talk about Google, and Google in China. There 
are many fascinating stories and challenges. I think every time I come to American there are 
only two kinds of questions. One is: “Hey! Google is so great, it must be winning in China, 
everyone must be using it, right?” Another kind is: “Hey, I heard you guys are losing badly 
in China.” Are you guys going to withdraw like other Internet companies?” Either one is 
quite accurate. And today, I will tell you the environment, what we have done and why we 
are optimistic. 

China Internet Environment 

So, first I want to talk about China’s Internet environments. Then I will talk about 
multinationals in China, and what challenge they face. And then talk about how Google plans 
to overcome the challenges and some closing thoughts. So, when you think of China, and the 
role of Internet company, there really are three things: China is big, China is challenging, and 
it is a great marketing, China is a great opportunity.  

China is big, which can be shown here, it is interesting that the trajectory of Internet 
users has accelerated. Not decelerated. This year, the reason the Chinese government study 
shows there are 210 million Internet users in China, up from 140 million last year. That is 
phenomenal, 50%, 70 million increase this past year. And during this calendar year, the 
Internet users will surpass the number in the United States, and it will not look back, it will 
be the largest Internet country for the foreseeable future.  

But China is really very different. All of the world connected to Internet and will 
think, hey, it’s united the whole world, and to a certain degree things are similar. But in 
China, things are quite different. First in the US, there is a lot of different media that has a lot 
of brand and fame attach to them, like Wall Street Journal, New York Times. But in China, it 
was more limited, so people really completed depend on the Internet. To an extend, they use 
Internet for information. So, it’s much higher usage. Those who found Internet start to use it, 
and depend on it, and many just don’t read print media. Average age in China is 25 on 
Internet user. And it’s dropping every year, it cannot happen forever, but it has been for some 
time. And that means, the age gap means people are on it to look for fun stuff, entertainment, 
community, playing games, so those become popular applications. The Internet Café usage is 
counted about the tired of Chinese usage, largely again from the youth. And for the US 
iTunes and iPod that is where most people get music, but in China, they actually use search 
engine, our largest competitor, called Baidu, where they find music that is typically free 
download, they usually bring it to PC and listen to it. Of course increasingly people have 
MP3s that look really like an iPod, and they enjoy the music there. So how to make money 
can be difficult. Software piracy is high, but that will come down over time. But like a 
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company like my former employer [Microsoft] that will be a pretty tough problem.  But for 
Google, we see the opportunity, if we can provide high quality free software as a free service 
that would really attract a lot of people. The credit card usage is two?? Smaller then the US, 
here we have two per person, there is two for per hundred people.  And that means 
ecommerce is very difficult. It doesn’t mean there is no ecommerce, lots of things has been 
searched for on the Internet, but the transactions takes place in real person. A common 
example are, you go to an eBay like site bid for something, when its done, you go to meet the 
seller, and you buy it after you examine the product. Another example is you buy from a 
Amazon like company, except that you don’t have to pay, some delivery person will stay on 
a bicycle, brings your product to your home, you examine it and you pay. So, cash and 
delivery, Internet is the way to find what you want, but physical is the way you transact 
appears to be the way to go. Now, eventually credit card will take on, but that will take a 
number of years.  And the last difference that I highlighted here is the number of mobile 
phones has reached 510 million more then twice of the Internet population. So among many 
implications that when Internet on mobile phone becomes a reality, most of the users will 
experience it who never touched a PC before. And that means while in the US mobile 
Internet is evolving, which is can I synchronize with my PC, can I download and update my 
contact list, synchronize my email, those are none issues for the large number of users there. 
Because it will be a mobile centric, PC will be an after thoughts purchases opportunity. So all 
of this differences all requires any companies that want to be successful in Internet software 
business really embrace these differences and build product that fit the market.  

And China is challenging. So, in addition to these market situations, there is a lot of 
laws that are different. Laws about content, laws about requiring a license to do Internet 
portal, it requiring a license for search, limiting news or video to Chinese state owned 
entities, etc. That makes it rather difficult for Internet companies, especially in an area that 
are heavily regulated in China. Thirdly, it is a very nastily illegal environment, so how to 
enforce things like MP3 copyright is still not well understood. Courts have different ruling, it 
takes sometime to make it stabilized and to become consistently enforceable. Number four is 
that, there are a lot local competitors who move very fast, very aggressive, and they have a 
lot of cash. Where is the cash come from? American venture capitalists. They are now found 
China is the growing market, let’s go found the company that is building something that is 
like Google, like MSN messenger, like eBay, like anything, like Facebook, and there are 
many such companies like YouTube that are coming out. There are some 20 YouTube 
clones, and maybe three or four Facebook clones, not to mention portal and search company 
and so on. And they are well founded because if you raise 10 million dollars in the US, you 
spend pretty quickly, but that amount of money last really long time in China. And their 
practices are very aggressive, they build product very quickly. For example, to compete 
against eBay, a local company called TaoBao, decided we are going to do exactly eBay 
offers, except there is no fees, no listing fees. So, very quickly, they took the market share 
away, burning lot of cash, but they are now become the dominant player. And they will 
figure out how to make money later. And just be fair to them, they had figured out a way, 
which is exequel payments, which is very very clever also. These companies are clever, they 
are not just copy cats, they are smart people building increasingly innovative products, 
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maybe inspired by American successes, but localize quickly with a lot of talent and cash 
behind it. So multinationals do have a hard time, because the genuine competition is not just 
legal or other issues. And lastly, the Internet media being so new, is fairly easily to be 
manipulated. Sometimes people will just spread false rumors, and spreads very quickly on 
the Internet space. You never really know weather its your competitor, disgruntled 
employees, or someone who want to be famous that spreading the rumor. So that can really 
hurt for someone who is trying to participate by the normal international professional, ethical 
practices such as Google and other multinationals. Because for us, we normally do not use 
such medium. So these are some of the reason China is challenging, so you might say it is a 
big opportunity but it is so different and so challenging.  

Multinational Internet Companies in China 

So, can a multinational succeed? Certainly, if past history is an indication, the road to 
success is full of difficulties. I will give you a few examples of multinational struggles in 
China, I will do it chronologically. Yahoo, was the first entering China, in 1999. They spent 
some hundred million dollars or so on a company called 3721 and then they drifted from 
about the third market share, much to much lower, eventually they sold the share to Alibaba, 
which proved to be very valuable, however, Yahoo! China suffers a  huge lost and recently 
announced layoffs, and their market share is in the low single digits. AOL, another example, 
they entered very early, with an joint venture with Lenovo, the powerful and successful 
Chinese company, they build a portal but then shut down three years later. eBay, Entered 
2003, I told you about the Chinese free competitor, very hard to compete against free, and 
eventually they sold their China presents to Tom, and their market share is also very very 
low. Fourth example is Amazon, they entered China by buying the number one Chinese 
company called Joyo, while eBay also bought the number one auction company. Because 
they saw the difficulties earlier company had they figured if they buy a local company and 
had them run the operations, but that doesn’t really works either, because there is a lot of 
plate form issues, which platform do you use, how do you communicate with the 
headquarter, etc. That led to a very large share lost. So they are now rather distant in terms of 
number two, in terms of selling books and merchandise. MSN entered in the year of 2004, 
and I think they had formed a joint venture in 2005, in instant messaging they are still 
number two, but in terms of their core business of portal and search, they are not even in top 
five. And that means some where around 1% or so market share. Wikipedia, another big 
success in America, not successful in China. So, you look at these, other then Google, the top 
five or six companies in the Internet space, you can see why I stay up very late at night to 
worry about the problem I told you about.  

Now, I am not ready to claim victory, but certainly can’t claim defeats. We entered at 
2006, MySpace entered at 2007, for these two companies I think its too early to tell, but 
today Baidu has a much larger market share than we do, they have been successful not just in 
search, they also the number one community product, the number one music product, and 
number one question answering product, and they offer what’s called Baidupedia, which is 
very like a product with a similar name. MySpace, I think you guys probably knew it’s a new 
area, but really if you think about that, their real competitor is actually QQ, which is an 
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instant message, but a very clever instant message, its instant message, micropayment, 
animated avatars, and social networks all roll into one, with lots of Chinese features. You can 
build close groups for discussion that others cannot see, you have private chats, you can have 
an avatar, and they sell avatar clothing, and they make a lot of payments through that. You 
might think, that is silly who would pay for clothing for avatar? They have very smart 
marketing approach. You first start as a avatar wearing a T-shirt, and one day you offered 
free upgrade to anyone of the following attire for free trial for three month. So, of course, you 
accept, and three month later, when the free trial expires, you become a half naked person. 
Unless, of course you pay 30 cents a month which is fairly cheep and most people do. And 
once you do that, you become enchanted with buying flowers and cakes. And all this virtual 
merchandise becomes very popular. I talked to another CEO of a similar company to QQ, 
and he says, well, we just rolled out a virtual cakes and its very successful. I asked him how 
much he sells it for, he says, well, about the same of the real cake in the real world. So, it’s a 
very different environment, and undoubtingly we have challenges.  

But why these [multinational Internet] companies have trouble? I think all the 
challenges are listed earlier, but also, I think a lot of multinationals wanted to make money. 
“Let’s go in there, new China CEO, here is your quarterly profit target, go reach it, do what 
ever it takes.” But that causes problems. It optimizes the company to short term, doesn’t 
build company to last and so on. The local team is not empowered. “Ok, we hired you, you 
runs the local sales team, but we are going to do all the engineering from the US.” And you 
can imagine its hard to keep up with the rapid changing environment, when every request 
need to be translated into English, and wait for the team to prioritize. Especially, China is not 
a high revenue at the beginning. Third one is insisted on ‘global platform.’ Someone bought 
the company in China, and says “your platform doesn’t look build to last, let’s cancel your 
platform, and use the US platform without realizing that platform has implications that makes 
it hard to build features that needed in China. Local partnerships, going alone says that “we 
are the number one in the US, we are going to be the number one in China, we don’t need 
any partners, we can take on everybody and anybody.” That is not very smart. You need any 
friends you can have in any environment, including in China. And lastly, just slower moving 
more processes, more strategy more decision layers, that can cause slower moving 
companies.  

Google’s China Plan 

These are some of the problems, so when Google decided to go into China, when I 
decided to take this job, these are some of the key points that I thought were really important. 
Before I set with the job, I had a lot of discussions with Eric and Larry and Sergey, to make 
sure that we will have a chance, to execute on the strategy, so that we can become successful.  
And the following eight things are now the things that I want to tell you about.  

First, I think you really need a long-term view and patience. That is actually always 
true. You look at the other industries, the companies that has been successful in China are 
weather its Audi. They actually have number one market share in cars. Or Motorola, they 
have been number one in cell phone for a long time, even now they need to head against 
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Nokia, that by Nokia had been pull ahead in products. It’s that they really shown the sincerity 
of building local operations, run by local employees, and to give and to build strategically, 
and worry about making money later. And I think there is no different in any other area. I 
think we all would much prefer, even in America we all prefer foreign companies that come 
to America to build a auto plan. Try to understand the consumers, build product that makes 
sense to the market place, rather than ones that just come in to make a quick buck. So that 
make a lot of sense not just good for China, it is good everywhere. And certainly in China, 
those who had longer-term patience, even they don’t have the very best product that has been 
quite important. So, we decided to take the following plan, and these words are from Eric 
Schmidt.  He said: “We will take a long-term view to win in China. The Chinese have 5000 
years of history, Google has 5000 year of patience in China.” These words were very 
comforting to me when I joined, even I am not life expectancy for that long. And I think that 
is important, I think it obviously an exaggerate the statement, but I think it really shows that 
is the attitude to take to become successful. So, our long-term view is to roughly in the 
following manner: when we went in, in late 2005, 2006, we didn’t worry about how to make 
money. We were loosing market share at that time, we didn’t think about how to fix that, 
what should we build, how to do something to stop that. We thought: “Hey, its important to 
fix the product.” You cannot by market share. When the product is good, the market share 
will come later.  

So how do you build good products? You got to hire the people. So, we went 
backwards, say now, we hired good people now, build the R&D center, it’s going to take a 
while before the product become really really good, and we are going to loose market share 
before that happens. And we accept that reality instead of rushing in to get people using the 
product that might not suit for their needs, or to make money before the time this was due. 
So, we decide really focus on people, hire great people, build a world-class team and that can 
build products that can be suitable locally. And these R&D centers made up by Chinese 
people, who understand the needs in this market place, so those products will be naturally 
locally compatible and appropriate. Then once we take a whole year build up the great 
center, we can start developing products. So at ‘07 now going on ‘08, in the last year and this 
year, all we want to do is indisputably the best Chinese search. We know we got the best 
English search, but we got to have the best Chinese search. Not just in search quality, but 
also in search experience. Secondly, we should come out with a lot of product that surprise 
people, how Chinese it is. Focusing on understanding Chinese people’s needs to build 
product to suit their needs by adding features to our worldwide products. I think that is 
another second important step. And we want to have partner extensively, because we are very 
focused company focusing on search. So, any other companies like portals and mobile 
companies are very happy to work with us, because we have no conflicted interests. And they 
can really helping us in entering market and understanding customers. And lastly, market 
share and profit will follow. And certainly we’ve done pretty good job on a lot of this, and 
we start seeing the market share is turning around to us. We have been gaining market share 
the past eight or nine month. And we hope profitability will happen soon also. But not 
because we start with that as our first task, that is really the end result, not the thing we focus 
on.  
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And somewhere between now and 7006, we hope to do all those things too. That’s of 
course again a joke. Some people ask me: “Will it really be 5000 years before you become 
successful in China?” Of course not, I think if we have a good strategy, and iterate on the top 
six things, good things will happen much much earlier.  

So, now, let me talk about each of these six things, here I mentioned one to six, I will 
spend about five to ten minutes on each one.  

(1) People First: build world-class team by attracting the very best 

So, People first. Eric Schmidt has said: “Our growth is limited not by market 
opportunities or competitive challenges, but by weather or not we can find the world’s 
greatest engineers, and challenging them with the world’s toughest problems.” And that’s our 
global approach to hire lots of people, who are really really smart, empowering them, trusting 
them to come up next innovation. And our approach in China is really no difference. Of 
course China has much larger labor pool, so, we need to have a pretty scalable recruiting 
process. So, how do you attract talent? Like Google, we basically offer couple of things that 
are quite unique. One is that, you can change the world with lot of companies, but in Google 
our product cycle are six month, so, you can see your impact sooner. Second thing is, 
computer scientists, engineers, are tend to be hands on, they don’t want just write very high 
level UI around pretty fine market needs. They want to invent everything themselves. So, at 
Google, we can really invent everything, I was giving an example, that we are not just doing 
a information retrieval, but we actually build everything, our own databases, our own file 
systems, we modify Linux to be our own operating systems. And we even build servers, so at 
year 1999, these are the early servers that our team built, because he Google’s problems are 
too tough, for the existing commercial servers, we can see a lot of mistakes and correct them 
alone the way. See here we have the wires at the back of the server, every time you have to 
change the wires, you have to flip everything around. And we learn quickly from mistakes, 
you can see that at year 2000, all the wires are at the front of the servers now. But you can 
see this additional interesting equipment called “cooling units [a fan],” or otherwise, it’s 
known as a fan. Because we forgot about cooling, so we put that in. And of course in 2002, 
we fix that too. We can in just three days, configured a data center. You know this is 
incordinary(?) of CMU, its moving into as well, this really one of the price assets, that was 
only made possible, because we made and empowered our engineers dream the impossible 
dream, and been empowered to tackle any problem by themselves. And that has been really 
compelling to engineers worldwide. We gave engineers a lot of freedom, one example is 20% 
of the time, can spend their time on project of their choice, not the project to which they 
assigned. We value technologies not just managers. Often people say that the most priced 
title in Google is software engineer, because they have the most freedom and most fun. In 
China, we actually provide development opportunities for our people. Actually we offered to 
send them to the US for half of their time, and we even pay for their master degree training in 
computer science if they don’t have masters. And we become the number one place to work. 
We’ve seen that in the United States, its clear true for computer science students all over the 
world, and certainly included China. To do a survey at top universities, clearly every 
engineer views Google as the top place to work. And that really is a great start to give us a 
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chance. Our culture is really is what I just described, people often talk about, “Oh, your work 
environment is so much fun, and so much food,” that really is secondary. But just for 
completeness, I will show you in China our work environment, and you can see its really 
similar to our Pittsburg, New York or Mountain View offices. This is Google building, 
located just next to Tsinghua University in Beijing, this is our lobby. This is a party that we 
have, a lot of Chinese element, like doting the eye of a dragon. And we have a big party with 
a lot of good food, our work environment is as colorful as anywhere, and you see western 
cultural symbols, as well as eastern cultural symbols, and people really have a lot of fun. And 
people just not have fun, they also really hard. And they play very hard. You can see here we 
have western elements of a gym and a eastern elements of karaoke. And we also have the 
western elements of foosball, and pool, but increasingly, we have eastern elements of “dance 
dance revolution.” And the most importantly, to win the engineers heart, first you have to 
win their stomach, and this is the food that available in our café. We have an interesting 
feature on our Google search, called “related search” that is when you type to search term, 
we suggest you all the related search terms. So, for example, if you type something like 
“Hilary Clinton” you might see Hilary Clinton’s platform, “Hillary Clinton’s debate,” 
“Hilary Clinton’s status in the poll, ” those Google suggests. If you type Google café, in 
China, we will suggest how to get a free meal at Google café. That determined automatically 
by the searches, so a lot of people in China are searching for ways to get a free meal in our 
café. And that is our most important employee, our executive chief. And of course, all that 
aside, we actually need to decide what we actually do to hire great people, we got a giant 
recruiting team, we have lot people in our recruiting team, we build our offices for our talent, 
we have offices in Bejing, Taipei and Shanghai. And we want to bring in Google culture, so 
we brought 30 people from Mountain View, New York, Kirkland, to move over to China. 
And we do a lot of local hiring. We hire a lot of really star talent, like ACM champion, top 
student in a lot of schools. We keep the hiring bar very high, completely consistently with the 
US, but we also reduce the bars that are not that so important, so we conduct the interviews 
completely exclusively in Chinese, because we don’t want the fact that the great engineer 
doesn’t speak good English and let him or her not get into Google, and we can always teach 
them English later. And we have internship program, these are some pictures you see here. 
So, that is what “People First” about. The first year, we really focus hire great people, let 
them have fun, build great environment, all during the time, we were loosing market share. 
And that was really courageous challenging, but strategic thing to do. But that really pays off 
in 2007, when all these people are ready to start, eager, been very valued by the company, 
excited to be in the environment, learning new technologies, so let’s go build.  

(2) Build Real R&D Center: fully empowered to innovate for China and the world 

So, when we build, we also do things very differently. We do real R&D. And what is 
that really mean? When people talk about R&D in China, really they are talking about one of 
these things: localizing American product, doing testing, solution centers, consulting, out-
sourcing, and there is one noted example of a great research lab doing great research 
publications, something that I was involved many years ago. These are examples of R&D in 
China. They are not really equivalent to do R&D in their counter part office in US. So, 
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Google’s R&D, this is not for China, but about for every one of our forty R&D centers 
worldwide, we want to go to where the talent is, we also want them to understand the local 
market, to build product that is suitable for local market, and then globalize those product for 
the rest of the world. So, our initial distribution was, because we are so far behind in China, 
most of the energy was focus on China product with less global balance. I just met with the 
team recently, the team ask me what is the balance between China product and global 
product? I say, we have 100% of the time, you should spend 90% of the time, and 60% 
building global products. But that is not suggesting people work 150% hard, but it is really 
saying: when you are building Chinese products, keep the globalization in mind. When you 
build global product, keep the Chinese needs in mind. So your efforts can be doubled than 
average.  And the way you build a product world wide, probably a lot of people have seen 
this, we really let people have a lot of freedom to try new things. When people have new 
idea, we have a idea lists, that people can vote on, when things are very popular, naturally, a 
group of people, bottom-up, without management approval, get together and build 
something. We focus on the user, and we will to everything that solves the users problem and 
how to organize the world’s information. I think the approach we take very much matches 
the Internet, and we do it the same way in every R&D center through out the world. So, to 
build a new product, you start with a new idea, and you sent it out to an idea list, and people 
vote, you like it, you don’t like it, if nobody likes it, and usually you will kill the idea 
yourself out of self-awareness. If people like the idea, you tell them, “Hey, don’t vote with 
your hand, vote with your feet, come to me, and we will build the prototype together.” So, 
two or three Google engineers will try a prototype and launch internally to the company, if 
they don’t, of course the project is gone, they do, we will do something bigger and put in 
Google labs, using Internet to measure user response. If they like it, we build into a product, 
they don’t, and then we don’t continue with it. And the innovative person can spend 20% 
time on the next thing. This cycle continues. And this is really exciting to the engineer to 
draw something to the company, and we think that will fuel the company and keep it 
innovated, even make some of our early technology may become commoditize overtime, 
because we always think of new things.  

(3) Focus on the core: best Chinese Search 

In third, now, we have great people, they have a great environment, and we followed 
our world R&D model, what do they build. The first thing we need to build is a great Chinese 
search, that what the Chinese search for. 95% searches in China are in Chinese, only a small 
percentage is in foreign languages. So we got to make sure that we are matching local 
content very well. Building search is very core to us, because that is the number one value 
proposition, people need to find stuff, that’s the key source of people going to the site and 
then finding things from there, its also the number one revenue generator for the company. 
And its not sticky, that means some day if people don’t like our search, they will go to 
someone else’s, and vice versa. It’s not quite like a PC, or a cell phone, or an operating 
system, once you use it, the switching cost is really high. The search engine switching cost is 
quite low, so if you build a better widget, other people will come to you. So, that’s the reason 
why we feel we got to build a better widget, and we will attract more people.  
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So, how do we develop the best Chinese search? Well, first, there is a traditional 
matrix, if it’s relevant, if its fresh, if it’s high coverage, if it’s fast, and does not have spam. 
So, we’ve done a lot of work, we build data centers, that reduce our latency, and improve 
access. We develop higher quality Chinese search, and these are third party test statistics 
shows that we have the best result then any other search engine.  

We also developed Chinese linguistic technologies. You may heard some terms of 
one bit two bits languages, Chinese languages are been hard. There is a tiny bit of truth in 
that, but not a whole lot. I will just give one example that we need to do some work in, that is 
segmentation. So, for example, if I were going to type the following phrase into a word 
processor or search engine, [我很高性來到我的母校卡內基美隆大學] one of the big issue 
you might notice that is there is no white space. And it’s kind of like been able to do this 
[iampleasedtoreturnmyalmamatercarnegiemellonuniversity] to be able to part and search this. 
That seems difficult.  So, your intuition might be, hey, just cut it up. Carnegie Mellon 
University that seems like one language unit, but its not that simple, if you just cut it up by 
the linguistic units, then, you search for Carnegie Mellon, you might not match it. But if you 
cut it too little, in fact, Carnegie Mellon in Chinese is in five different characters, with five 
distinctive meanings. And then you are matching various things, like Ca-mei, and, it 
shouldn’t. So, segmentation is in fact a problem, and how do you deal with that is a challenge 
that we face. But coming back to the real problem it’s really not that hard. Compare to 
booming a global search platform, its perhaps 5% of the work or less. At the past year or two, 
we’ve completed that work, and our segmentation works great, and its been over commend, 
its done. So, we move on to next problem. So, its definitely not the case that Chinese 2 bits 
languages has some mysterious difficulty, most of the intelligence is statistical, and it works 
for every language.  

Developing a fast index, its just an example shows that a new article can be indexed 
by us in seven minutes, that means you can search for and find it.  

Another is develop a better snippets, so, when you see the search results, the snippets 
will auto match the search in a more relevant way, bottom shows another search engine has 
less relevant result.  

So, that’s the hard work we put in, I mean, its easy to hand wave and say, “Oh, its 
accurate, faster, better, better snippet, Chinese processing.” But it was really something like a 
hundred engineer working hard for one or two years, tweaking every little element, so we 
now at a point, our Chinese search is visible-ly, clearly, more accurate than other search 
engines. And the gap is, say, no smaller than our lead of English search engine in the United 
States. So, that is a lot of work to coming from behind, and take a clearly leadership position. 
And we think that leadership position is sustainable, so we are going to keep working at it, 
and tweaking everything we can, to provide an accurate search experience. While on one 
given search, we may win or loose, but if you really do five or ten searches, you will see our 
results really are consistently better. The second thing is actually more challenging, just 
getting more accuracy is very scientific research oriented process which Google very suited.  



Google Takes on China 75 

(4) China products based on understanding users 

The second [fourth] part is, what the Chinese users need? They actually need 
something a little bit more different then other users we have seen in the US. And I will give 
you an example. We did an eye-tracking study, the results are quoted from a third party 
study, but we also did internally. The eye-tracking study actually says, let people do research, 
and track their eye movements, see what part of the page they look at, it turns out in the west, 
people look at the result page only 10 seconds, in China, its 30 to 60 seconds, OK, much 
longer.  Why is that? Why did they look at it longer? And the third party did this work, and 
they found that, in the US, when you do a search, people look at the upper left corner, the top 
one or two or three results, they click, they found what they want and they done. But for 
Chinese, they look all over the place, so, its inherently cultural difference, that causes that 
behavior, and its quite dramatic as you can see here. And what causes that, and I think that 
very much to do with the Chinese users, really are thirsty for information. And they are very 
curious to learn more. And they are searching, not with a goal for just finding, its exploring 
and learning. So, in the US, a typical search behavior is trying to find something, I know the 
thing I want to find, I don’t know what it is, but I will know when I see it. I type a term that 
will get me there, I click on results until I find it, and I will close all windows when I am 
done. But in the Chinese search, a typical thing is, I heard “x” which is very interesting, let 
me type a term and see what I got, uh~ everything looks interesting, I am going to click on 
every results. And then they read everything, and absorb like a sponge, thirsty for 
information.  

Now, for full exposure, when I say information, most of the information is 
entertainment. But there is knowledge as well. But the behavior you can see here is really 
really dramatic. So, we did a user study, the time we did with Baidu search engine, this is not 
intended to say they are good or bad, its just a study we did on their search engine, we ask 
people, go look for a map of the Qinhuang Island, it’s a resort island. We thought they will 
type Qinhuang Island and map, and be done with it. Instead, they will only type Qinhuang 
Island. And they get all the search result, and they skip completely, they scrolled to the 
bottom which show you all the related result, and they say, oh, look at all those interesting 
things, the development area, information of the island, the hiring, the real estate, people, 
jobs, they will click on a bunch of them, including the map. So, that’s very interesting 
behavior, why do they do all the stuff?  

There are lots of reasons, one of it is just their curiosity, and thirst for knowledge.  So, 
suggest more things that people might want to click on, helping them to satisfy their thirst for 
information, or entertainment, its very important. So, how can Google develop products that 
will help that happened? So, we actually always had a related search, but here we suggest 
more things. Here you search for an actress name, and shows this actress’ Shanghai concerts, 
his[her] pictures, his[her]video, his[her] discussion, his[her] fan bar, his[her] blog, sorry not 
his, her, her Chinese site, her concert, her niece, you know, and people just going wild, its so 
much fun, I’ll click on everything. What’s about her niece, her niece becoming a famous 
movie star too. So, people just click on everything. And we also create categories of results, 
whenever you search any automobile, you’ll see automobile reviews, automobile reliability, 
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automobile prices, things are highly relevant for the domain. And why provide search 
suggestions after they search? Why not provide them as they type, so as you type within this 
particular example, it will show the results without you typing further. So, safe your typing, it 
shows the results as you typing, every letter you type, more suggestions come up. Lots of 
server traffic, lots of server we have to buy, but its OK, because user want it. And don’t 
worry about just you search a lot, what are other people searching? What are other people 
clicking on? What are the Americans clicking on? What’s the Japanese user searching for? 
Here is all the things everybody searching for, have a party.  We also put these popular 
search quarries as advertising on other people’s websites to entice people to try out our 
search engine, but also entice them, to satisfy the thirst of information. And we provide the 
shallow directory of all the types of information they might want to look for. And we work 
with Internet cafes, we put all kinds of clickable things on it for people can click to search. 
And we also make clicking for news search easier you can click on images and see what’s 
on.  

So, what happens if people want to go back to earlier user study example? So, what 
happens if people want to search for Qinhuang Island map? They will still type in “Qinhuang 
Dao,” but when they have a chance to look at the results or scroll down to related search, the 
related search is there already. So, they can just click on map as the first results, then to get 
Google maps directly. So now, just three clicks away from the information even you type an 
underspecified search term.  

There are other reasons people don’t type. Because typing is very difficult. You have 
to map English characters to Chinese characters, and its inherently ambiguous. So, if you 
type “Shishi” in Chinese, and try to pronounce that, don’t try this at home, its really hard to 
pronounce. It can actually matches any one of the following things: shishi 實施[carry out], 
shishi  事實[fact], shishi 試試[try] , shishi 實時[real time] , shishi 時事[news] , shishi 適時
[right time], shishi  時時[all the times], shishi  實事[real thing], shishi  史詩[epic] 事事
[everything], shishi  世事[current events], shishi  石獅[stone lion], shishi  失事[mistake], 
shishi  史實[history fact], shishi  濕濕[wet], shishi  石室[stone room] 是時[righ on time], 
shishi  石市[stone market], they all sound the same to you, but they all mean different thins 
in Chinese. So, typing is quite difficult. Resolving that ambiguity, how do you resolve that 
ambiguity? I can see the researcher thinking, how about language model, how about machine 
learning, well, that’s exactly what it takes. So, Google take all the Chinese data that we have, 
and create a gigantic language model, and map things to the proper [order]. When you type 
實施[carry out], you will have the word based on the previous words that will occur. And 
you know, this bigram language model that works well, because we have the giant text. Well, 
we also have latest words, say somebody became famous yesterday, we will know that term 
because it’s a frequent search term, and we will push that term to your computer, so your 
dictionary updated everyday. And you can have a personalized dictionary, and we actually let 
you access from every machine. And this is huge number of tens of million times of 
download in Chinese, one of the hottest software as a client product.  
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The third reason people don’t type, cause they cannot spell. And that problem hurts 
Google in many ways. We have asked people: “Hey, have you heard a company called 
Google?” they say, “Oh, ya, of course, that exciting American company, building cool search 
product search well in English.” “Did you know that is also in Chinese?” “Well, no.” “Do 
you want to try?” “OK.” “Spell it.” “Uhhh… Gogo? Gougou?” We say, “No, no, no, 
Google.” But it doesn’t match the Chinese spelling. So, we say, OK, let’s have a Chinese 
name, Guge, which sounds like Google, and you can spell “guge.” But that still kind of wired 
people have already got used to Google, what’s this Chinese name all about? Some people 
don’t have easy time to remember guge. So we say, OK, we’ll make it really easy, and we 
introduced [G.cn]. So some of you many want to acquire a one letter domain name, that is 
not available in .com, only available in .cn. We are fortunately have the chance to buy that 
early.  

And next is how to do good search, all we need to do is to organize all kinds of 
contents. So, our company’s vision is to organize world information, search did a good job to 
organize text, and does all kinds of things with text search. But really, Larry and Sergey has 
always encourages us to think about the ultimate search engine, that understand what you 
mean, gives you what you want, in any format, period, media, language, user, place and time. 
So, as a result, we work on actually I don’t know if you noticed, but, you can try Google.cn 
for Chinese, Google.us for US, Google.jp for Japan, and all of them, are not the language, but 
their location. The ranking is according to the users preference of the location. So, you can 
search with English at a .cn page, or the .us page, it will works in any language in any 
location.  

A machine translation, its another big challenge, a lot of Chinese users would love to 
find content, this is an example of pasting a Harry Potter page and translating automatically, 
using our machine translation which was trained on huge amount of parallel Chinese-English 
data. You can see on this curve, the more data we fed, the better it gets, so we corral a lot of 
bi-lingual text. So, just for fun I’ll show you one example of translation. [超女五強經過激烈
角逐終於塵埃落定。許飛淚灑舞台。 ] So, in this example, it shows the super girl 
phenomena, which is a huge phenomenon in China, its American Idol, its Chinese Idol. If 
you type this in Chinese, let’s translate it into English, this is the translation: “Super Girls 
five finally settled after a heated rivalry. Fei Xu shed tears at the stage.” Not perfect, but you 
get the idea. You know it’s the finalist five, and she didn’t get take, so she cried. Translation 
is very hard, ours is certainly not perfect, but we took the second best machine translation on 
the Internet, and see what they did, this is what they have: “Ultra female Wuqang passes 
through the intense contention finally dust to fall decides. Xu Feilei sprinkles the stage.” So 
those of you who know Chinese, you can know they took each of the Chinese character, and 
translated into English, and then glue it together, of course it results in complete garbled 
meaning. This is not to claim we are always this good, we are always this much better, and 
this is just a fun example.  
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And of course we also captured real time news, we grab news information every few 
minutes, and put the results not only in news search, but also in generic search. We also can 
search as archived. So, all search results can show up.  

And we have all kinds of content, finance content, books content, all over the place, 
video content, image content, map content, we think all of that should work very very well 
individually.  

And has to work in any location, so for every web page, we intelligently on the 
mobile, if you are accessing through your mobile, it will translated into a appropriate format. 
So, that’s what we are try to do, to get every part of the information to be searchable. So, 
now that helps up to build a good image search, news search, book search, and so on, 
archives search.  

But not everybody knows each of the vertical search engines, so we have a global 
initiative called, universal search that says these entire vertical search they all need to be 
aggregated to one result. You go to one search box, it will get you any thing. So, universal 
search really means in the past, its one search box from one index, but today, people are 
doing more and more vertical searches, they might be done about product search, image 
search, book search and so on. Because they tend to be more accurate than the generic 
search. Cause they will be able to, for example, the scholar search, can look at the quality of 
the citations that point to your particular publication, while web search doesn’t going to 
know that. But our revelation is that, while we keep having a better scholar search, image 
search, book search, but really, people want one search. So, all of these things should be 
index-able into one index, and searchable from one box. So, the idea you can think of is, let’s 
say you have three hundred vertical searchers, and I type a query, and that query is asked to 
these three hundred people, “Hey who knows something about this query?” There maybe ten 
raise their hand and say, “I know something.” Then the search engine will analyze, for this 
user, doing this search at this time, which of the ten is more credible, and we’ll blend the 
result into a universal search result. So, as an example, if you search for bird nest in China, 
bird nest is not means a nest of a bird, its actually the Olympic stadium. You can see here, the 
image search results are at the top, because a lot of users are curious what it look like. And 
the news is at very top, and other web search results follow. But easily you can imagine, after 
three years from now, when the bird nest stadium is not that hot anymore, the image search 
result will no longer show up. Its dynamically intelligent can adjust itself.  

So, that’s what we plan to do with Chinese search. All the products I was talking 
about is already shipping, and that has helped us gain market share just to build better 
widgets. Then, next is really understanding Chinese users, building not just search product, 
but any product that users want. In order to win their heart, their minds, and to build a 
stronger brand.  

So, what do Chinese users want? I talked about communities and entertainment. 
Because the users almost about half as young as the United States, so we launched several 
products, one is the Chinese orket, called LaiBa 來吧, and Google answers, we adapted 
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Chinese, called 問答 WenDa, and one is video search, taking from world wide, but applied 
to China. And all these products, we think about globally, so, in WenDa for example, a 
similar version has already launched in Russia, and more version will launch later. That’s 
what we want to take Mountain View’s technology launch in China, build new technology, 
and let other geographies build on top of that. And we also think there is a lot of community 
and entertainment theme is going to be very similar in not just China but also India, Vietnam, 
Russia, a lot of the developing countries. So, we think our work can benefit a lot of 
developing countries as well.  

Client software products, I said they are very popular. So we are building client 
software products, and hope they will build up Google brand, and of course, there will be 
small number of searches from these products, and it will point to Google, and bring more 
customer to tryout our products.  

I talked a little bit about “within city search”, which people look online, but they 
transact locally and geographically. There is no Craigslist that is dominant, there is no yellow 
page that is high quality, so we inspired to start to build all of these within ourselves, or with 
our partners. So, Google maps certainly works in China. We also find people is not just want 
to go to a place, they want to do something, they want to go to a restaurant, the Chinese 
people often talk about: food, clothing, living and transportation as the core of life. So, in the 
search, people want to look for what’s fun, what’s good food, what’s good shopping, what’s 
a good house, what’s a good apartment, what’s a good job, and we provide life style search. 
This search is specific databases with very accurate results. Those are the products we have 
launched.  

Mobile phones they are everywhere, we started by building search on mobile, also 
maps are really relevant, and that with image, and news and many other products. So, our 
mobile is rising very very rapidly. We also partner with China mobile, as well as let web 
results to send to phone. Because its very silly, remember, back in the day that we have to 
look for map, and print it out, and carry it to a car, now, GPS start to be more popular, but in 
China, printing out is still need paying, why not just send the entire result to your phone? So, 
if you want to look for a restaurant or location, we provide SMS directly from any search 
result, map result send to your phone, so we connect your PC and your phone usage without 
forcing you to use 3G or mobile Internet. And we also enable SMS search, there are billions 
of SMS everyday in China, and we basically let people SMS to our phone service, it has a 
machine, and send search results back. And it doesn’t do general search, it’s a search that are 
things people might need when they are on the road mobile, looking for location, map, store 
hours, restaurant reviews and like.  

So, those are the product that building mobile community and entertainment, and we 
hope we will win the heart of the Chinese users.  

(5) Partner extensively 
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And then we partner extensively, we realizing that we cannot be successful on our 
own, so we partner with lots of companies. Their business are not directly related to ours, so, 
we partner with portals. The top two portals in China, Sina and Tencent both use our search. 
We have mobile partnerships, China Mobile, 3G Internet, two of the top companies, we 
partner with ISPs in many ways. We partner with client software products, browsers, 
communities, books, and we use a lot of resellers to resell our advertising solutions. And that 
really create a very positive cycle of partners. And that will create many people that who will 
be out there doing things that fit their business need, also promote our products, our brand, 
our usage, our ads, our search. And that really help our growth in the past year in a great 
deal.  

(6) Market share and profit will follow 

And we believe market share and profits will follow. There is not really a precise 
strategy. Google has a very interesting business [model], as our traffic doubles our 
revenue is likely to double. So we really just take advantage of that. And really focusing on 
building the traffic, let the dollars follow. So, this curve shows on the worldwide basis, the 
green curve is the market share world wide, and the blue curve shows the revenue. You can 
see the early days, we just focus on market share, when market share got to a certain critical 
mass, and revenue came later. And we are able to rely(?) on the same thing anywhere else. 
This is a very unique formula, that allows us to really focus on the user, and what they need, 
even they don’t pay us. But later, ads will show more and more on searches. More searches, 
ads show up more, and we will get the multiplicative effect, of the revenue and transaction as 
result. So, those are the product plan that we have, at one step at a time.  

Empowerment of Local Team 

And lastly, I want to talk about empowerment local team. Because when I talk to 
other multinationals about the challenges they face, they didn’t really have a team locally, 
that they could say, “You make that decision, I trust you, you go build that product, its OK to 
deviate from the cooperate product line or fork the code, because it is important enough.” 
They are less willing to do that, because if every country did that, it will be a very messy 
situation. But if we had a strong team in China, that follows worldwide development 
processes, and they judiciously make decisions, say, when to fork the code, when to create 
the new sales channel, and the team is consistent with the cooperate value and principles, and 
its trusted. And then we can move more nimbly, then we can compete more effectively.  

So, how do you get headquarter in any company to empower you? Weather you are in 
China or India or anywhere, that is the key issue for a substitute in any multi-national 
company. I think the very key thing is the differences that I articulated to you in the past hour 
to be understood and internalized by the CEOs and key decision makers and head quarters. 
So its very important to get people in headquarters to come and visit China, and not just 
listen to the words that I spoken, but see for themselves, that the market is unique 
challenging, growing, and full of opportunities. That we sponsored a numbers of executives 
visits. This is Eric coming to China, having a breakfast with American Ambassador in China, 
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who resonated a lot of points that I would make. This is our heads of legal and engineering 
visiting universities. We brought a lot of executives to Beijing University to talk to students. 
Here is Jeff Ding, our chief scientist talking to students in China understanding users. This is 
the head of our quarrelling group. This is Marissa Mayer, our VP of product, talking to really 
excited young people learning about market place. So, to help understand how China is how 
it is, we also had employees reenact some of the past histories. To the extend, this is a sense 
of glory and pride, what is because of during Qing Dynasty, during the Qianlong times, that’s 
Qianlong emperor right there. Also known as Steve, Googler, and number whatever, 300. 
The reenacting, this is why Chinese people particular feel a sense of pride and patriotism. 
And Cultural Revolution, what the effects might have on today’s society, and we also try to 
reenact that with our young Googler engineers. The recent market-lization, while the political 
system is reforming more slowly, the marketing economy is embraced with complete 
openness, and that let people who have high aspiration, and who has that American dream, is 
now really the Chinese dream. And these are some of the early aspirer in China. And how 
does the Chinese government work? These are people whom doing a mock up of Chinese 
preliminary debate, to understand how to talk to Chinese government officials. And these are 
the various of Mountain View executives, learning, watching, and having fun at a little skits 
that we put up. And this is the entire delegation, in Chinese uniform. And this is picture 
really interesting, I took Eric to one of the Chinese ministries, she [he] met this Chinese 
official, who came up afterwards and say, I am a big Google fan, you know how I can prove 
it? Look at this picture, my cat named Google. She said my last cat names Yahoo. All 
factual, I am not making this up.  

And once you get the headquarter to trust you, you got to build up credibility, to show 
that, “Yes, we need to be flexible, but we are not asking to break every rules, we certainly 
going to hold up cooperate values, and we are going to understand that the cooperate mission 
is larger then the local mission.” And we have to build up some success and win trust. And 
hire people who are trustable and trust worthy then trusted. And overtime, the local team will 
get a lot of empowerment to build product, business partnership, sales and channels the way 
that need to get done.  

Those are the steps we painstakingly step by step did start at late 2005 when I was 
hired, throughout 2006, and at 2007 we are seeing definite results. This is a Wall Street 
Journal article, where Eric very specifically said: that he plans to give the China unit a more 
greater autonomy as a result of the progress that we had made from 2006 to mid-2007. And 
since then, we fairly made a lot of product decisions, we improved search in a great deal, and 
we significantly increased our search volume, as well as our market share, we are definitely 
on a up trend. But the road is definitely full of challenges, and we look forward to 
overcoming them. 

Closing Thoughts 

So, in closing, a multinational defiantly face a lot of challenges, but Google really tries to 
overcome them. And we are optimistic about it. Why is that? One, because we think we have 
tremendous company assets, technology, leadership, and brand. We feel the company has 
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made a serious and long-term commitment to China, that we are here to stay, that we have 
5000 years patients. That we are hiring really great people, we did the right thing by build the 
company to last then a tactically thing to make money quickly. We are building great 
product, innovating, according to a global formula, and we had trust and empowerment from 
the headquarters. So, these are the reasons that I think that we will be successful in China. 
Thank you. 
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Appendix B  

Screenshot of Guge and Baidu’s Homepage 
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Appendix C 

Details of Guge & Baidu’s Homepage 

 

1. Logo 

The Guge logo is a 286x110 pixels, 11.16 Kilobit (KB), Joint Photographic Experts 

Group (JPEG) file, compared to Baidu’s logo, a 270x129 pixels, 1.45 KB, Graphics 

Interchange Format (GIF) file. With the extra 9.71 KB file size, Google China’s logo could 

cause a slower loading speed than Baidu’s with a narrower bandwidth.   

2. Search Bar 

The search bar at Google China is 391x20 pixels, accompanied with three options at 

the right, including (translated into English): advanced search, preferences, and language 

tools. In addition, there are two search buttons below it, including: Google Search and 

Feeling lucky. And there are four search option “radio buttons” beneath the search button, 

including: all web pages, Chinese language web pages, Simplified Chinese language web 

pages, and web pages in China.  

Baidu’s search bar is 428x28 pixels accompanied with one search button at the right 

and two options at the further right, including: help and advanced search.   

The major differences between these two search bars are Guge has the search criteria 

options, but Baidu does not.  

3. Navigation Bar 

Both services have two navigation bars. In Guge, one navigation bar is at the top left 

with seven services, including: web search, images, maps, news, finance, blog search, and 

more. The other navigation bar is beneath the search bar with seven services with animated 
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graphics, including: video, images, dictionary, maps, music, translator, and web navigator 

(256).  

In Baidu, one navigation bar is right above the search bar with seven services, 

including: news, web search, discussion board, knowledge, MP3, images, and video. The 

other navigation bar is beneath the search bar with three services, including: Baidu space, 

web navigator (hao123), and more. 
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Appendix D 
 

Screenshot of Guge and Baidu’s Service Page 
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Appendix E 
 

Comparison of Guge, Baidu & Google’s Full Service 

 Baidu 
(baidu.com) 

Google 
(google.com) 

Guge 
(google.cn)  

Search    

1. Web search Yes Yes Yes 

2. Images search Yes Yes Yes 

3. Blog search Yes Yes Yes 

4. Book search Yes Yes Yes 

5. Patent search  Yes Yes Yes (English) 

6. Daily life search Yes No Yes 

7. Regional search Yes No No 

8. Statistics Search Yes No No 

9. Document search Yes No No 

10. Education website search Yes No No 

11. Chinese Culture search Yes No No 

12. Government website search Yes No No 

13. College search Yes No Yes 

14. Search index analysis (trend) Yes No No 

15. Top search Yes No Yes 

16. Scholar search No Yes Yes 

17. Product search No Yes No 

18. Web search features No Yes Yes 

Specialized Search / Services    

1. Sight impaired Yes No No 
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2. For Kids Yes No No 

3. Elder search Yes No No 

4. Public welfare (philanthropy)  Yes No No 

5. Window to Japanese culture  Yes No No 

6. Custom search bar No Yes No 

7. Open Source Code  No Yes Yes (English) 

8. Services Experiment  No Yes Yes (English) 

9. Special search No Yes No 

Information/ News    

1. News Yes Yes Yes 

2. Finance Yes Yes Yes 

3. Alerts  Yes Yes Yes 

4. Law search Yes No No 

5. Consumer reports Yes No No 

Information Sharing/ Answers/ 
Encyclopedia  

   

1. Topic discussion Yes (Tieba) Yes (knoll) No 

2. Answers Yes (Zhidao) No No 

3. Encyclopedia Yes (Baike) No No 

4. Chinese text classics database Yes No No 

5. Groups / Mailing list No Yes No 

Personalized Information Tools    

1. Notepad Yes No No 

2. Instant Messenger Yes Yes No 

3. Email No Yes No 
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4. Calendar No Yes Yes (English) 

5. Personalized portal page  No Yes Yes 

6. Documents Management No Yes Yes 

7. Health profile & information No Yes No 

8. RSS Reader No Yes No 

9. Website build tool No Yes No 

Social Networking/ Blog    

1. Love message Yes No No 

2. Space (Social networking & 
Blog) 

Yes No No 

3. Social networking No Yes No 

4. Blog No Yes No 

Entertainment    

1. MP3 search Yes No Yes 

2. Music gatekeeper Yes No No 

3. Music box Yes No No 

4. Game bar (online games) Yes No No 

5. Game channel (game reviews) Yes No No 

6. Entertainment center Yes No No 

7. Movie, TV and more Yes No No 

8. Video search Yes Yes Yes 

9. Video sharing platform No Yes 
(YouTube) 

No 

E-Commerce    

1. Shopping Yes Yes Yes 

Services for Mobile Phone    
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1. Mobile search Yes Yes Yes 

2. Mobile answers Yes No No 

3. Mobile topic discussion Yes No No 

4. Mobile entertainment Yes No No 

5. Mobile voice search No Yes No 

6. Mobile maps No Yes  Yes 

7. Mobile portal No Yes Yes 

Portal / Index    

1. Web index  Yes No Yes 

2. Portal page Yes (hao123) No Yes 
(256.com) 

3. Yellow pages Yes No No 

4. Zip code search Yes No No 

Map    

1. Maps Yes Yes Yes 

Language Tool    

1. Dictionary / translator Yes Yes Yes 

2. Pinyin input/ typing software No No Yes 

Online Security    

1. Security center Yes No No 

2. Antivirus Yes No No 

Offline Application Download    

1. P2P download software Yes No No 

2. Toolbar Yes Yes Yes 

3. Hard drive search (desktop 
search) 

Yes Yes No 
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4. Earth simulation No Yes No 

5. Browser software No Yes Yes 

6. Photo management software No Yes Yes 

7. Software collection No Yes Yes 

8. Sketchup (3D modeling 
software) 

No Yes Yes (English) 
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Appendix F 

Comparison of Guge and Baidu’s Music Service Design 

 

 

Baidu 
MP3 

Guge 
Music 

Experiential/atmospheric (10 attributes)   

1. The website’s appearance is professional. Yes Yes 

2. The website is visually appealing. No No 

3.The website has useful interactive features. Yes Yes  

4. The website appears to use the best technology.  Yes Yes 

5. The site almost says, “come in and shop.” Yes Yes 

6. The website has good surprises.  Yes No 

7. The website has innovative features.  Yes Yes 

8. It’s really fun to shop (listen to or download music) at this 
website. 

Yes Yes 

9. There are features at this site that are entertaining to use.  Yes Yes 

10. Buying (listen to or download music) at this website is 
exciting. 

Yes Yes 

 9 9 

Ease of use (16 attributes)   

11. The organization and layout of the website facilitate 
searching for products. 

Yes Yes 

12. It’s easy to get around and find what you want at this site.  Yes Yes 

13. The site doesn’t waste my time. No No 

14. The site has well-arranged categories.  Yes Yes 

15. The website is laid out in a logical fashion.  Yes Yes 

16. I can go to exactly what I want quickly. Yes Yes 
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17. Download at this website is quick. Yes Yes 

18. The website has good pictures of products. No Yes 

19. You can find what you want with a minimum number of 
clicks.  

Yes Yes 

20. The site always works correctly. No Yes 

21. The search function at this website is helpful. Yes Yes 

22. The website functions as it should.  Yes Yes 

23. I know what all my options are when I shop at this 
website.  

No Yes 

24. The layout of the site is clean and simple.  No Yes 

25. The site is organized in a way that is intuitive, like your 
thinking.  

Yes Yes 

26. Every process at this site moves like a well-oiled 
machine.  

No Yes 

 10 15 

Informativeness (6 attributes)   

27. At this site, I have the full information at hand. No Yes 

28. The website provides in-depth information. No Yes 

29. The site gives me enough information so that I can 
identify the item to the same degree as if I am in the store. 

Yes Yes 

30. The website has comprehensive information.  No Yes 

31. The website is a very good source of information.  No Yes 

32. This site helps me research products (music). No Yes 

 1 6 

Selection (8 attributes)   

33. You know exactly what you’re listening / downloading at 
this website.  

Yes Yes 
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34. The website lets me know about product availability 
during search.  

Yes Yes 

35. This website has good selection. Yes Yes 

36. The site has a wide variety of products that interest me. Yes Yes 

37. The website has products I can’t easily find in stores. Yes Yes 

38. The website is updated often with new products. Yes Yes 

39. There are hard-to-find products on this site. Yes No 

40. I can find items that are unique or different at this site. Yes Yes 

 8 7 

Fulfillment/reliability (3 attributes)   

41. The product (music file) that came was represented 
accurately by the website. 

No Yes 

42. The product is delivered by the time promised by the 
company (with fast downloading speed). 

Yes Yes 

43. You get what you ordered (intended to download) from 
this site.  

No Yes 

 1 3 

Personalization (6 attributes)   

44. This website gives you personal attention.  Yes No 

45. The level of personalization at this site is about right, not 
too much or too little. 

Yes No 

46. This website understands my specific needs. No No 

47. This site has features that are personalized for me. Yes No 

48. This website stores all my preferences and offers me 
extra services or information based on my preferences.  

No No 

49. This site does a pretty good job guessing what kinds of 
things I might want and making suggestions.  

No No 

 3 0 
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