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ABSTRACT

ABSTRACT

With the popularization and development of Internet technology, the retail
industry has become more competitive and profits are slim. Against this background,
retail enterprises must improve their core competitiveness and seek a healthy and
sustainable business model. Diversification can not only promote the development
of the main business, but also obtain new profit growth points. In addition, retail
enterprises intending to diversify often have good brand effects and capital reserves,
and also have advantages such as sales networks all over the country, which will
greatly reduce the market risks faced by enterprises at the early stage of
diversification, so diversification has become the choice of retail enterprises.
However, if enterprises do not do a good job of strategic planning for diversification,
it may have a negative impact on the main business, and may even put the enterprise
in trouble. In addition, domestic and foreign scholars have not yet given a unified
opinion on the question of the impact of diversification on the performance of
companies. Based on this, this paper adopts a case study approach to investigate this
issue. The case subject is SUNING.COM, as a leading company in the retail industry,
SUNING.COM's diversification strategy has been implemented for many years and
has achieved milestones, and the publicly available information is relatively
complete for the study.

This paper is written in the following four parts. Firstly, it introduces the
background of the case and related policies, and explains the significance of the case
study of SUNING.COM. Second, theoretical analysis, through the theoretical basis
and literature review, a preliminary theoretical analysis of the case. Third, the case
analysis, this paper reviews the diversification process of SUNING.COM and the
development of the retail industry, based on which the motivation of
SUNING.COM's diversification is explained. In addition, this paper uses the
balanced scorecard method to analyze the performance of SUNING.COM in recent
years through vertical comparison and horizontal comparison, and the influence path

1



An Analysis on the Impact of Diversification on Enterprise Performance Take SUNING.COM as an

Example

Is explained. Fourth, conclusions are drawn. The above analysis leads to the
conclusion that diversification in general has had a negative impact on the
performance of Suning.com, and accordingly, recommendations are made for
companies that have diversified.

The study found that diversification had a negative impact on Suning.com's
performance in general: (1) Diversification has dispersed Suning.com's resources,
caused it to neglect the development of its main business, and did not allow
Suning.com to achieve the expected healthy and sustainable revenue growth, but
brought a huge debt burden, and the normal operation of the company relied on
external capital investment and abnormal profit and loss, which led to a decline in
its financial performance. This has led to a decline in its financial performance. (2)
The diversification of Suning.com's business has increased Suning.com's visibility
and influence, bringing good customer performance in the early stage, but this
visibility has also accelerated the spread of news of Suning.com's business problems,
causing its market share and brand effect to fall. (3) The excessive diversification of
Suning.com has increased the proportion of non-current assets and burdened it with
a large amount of liabilities, resulting in a decrease in asset liquidity, a decrease in
asset management and a decrease in operating capacity. (4) Diversification has
prompted Suning.com to further improve the overall quality of its employees and
continuously optimize their professional structure to better serve the company's
diversification.

In this regard, this paper argues that in order to achieve success in
diversification, companies must enhance the core competitiveness of their main
business, develop reasonable strategies and strengthen corporate risk management,
which provides reference and reference for companies that engage in diversification.

Key Words: Diversification; Enterprise Performance; SUNING.COM
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