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Abstract. Under the background of digitalization, the inherent model of the retail
industry has been subjected to a huge impact, and the old giants of the retail
industry such as Yonghui Supermarket have appeared unable to adapt to the
digital transformation. The purpose of this paper is to analyze the dilemmas and
original advantages faced by Yonghui as well as the external environment
through SWOT analysis, so as to provide some reference suggestions for retailers
in the retail industry who are also facing the same dilemmas. This paper argues
that Yonghui should differentiate the positioning of its offline stores in order to
improve the efficiency of store utilization and the delivery of online orders.
Yonghui should also focus on staff training to provide customers with attentive
service. In addition, Yonghui needs to increase its activity on the Internet and
continue to expand the functions of the Yonghui Life APP to provide customers
with more high-quality benefits and a more efficient product experience.
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1 Introduction

Digital transformation refers to the process of fundamental change through digital
technologies in order to bring fundamental innovations and improvements to entities
(e.g., industries, companies, societies) in order to create and capture more value for the
business by more efficiently and strategically utilizing the entity's key resources and
capabilities [1]. Digital transformation requires not only the support of technology, but
also other factors such as, strategic positioning of the company, talent training and
development, and policies [2]. Nowadays, with the rapid progress of digital technology
and the introduction of concepts such as new retail, and with the Chinese government's
introduction of various policies favoring big data and the Internet, the retail market is
undergoing radical changes. New digital technologies have also lowered the threshold
for IT companies to join the retail industry, allowing them to compete across industries
[3]. In this context, new retail forces such as Freshippo, Pupumall and so on, utilizing
advanced digital technology and relying on big data, have entered the retail industry
with faster and more efficient services and lower costs and have brought about a great
shock to the original market share distribution in the retail market. The subject of this
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is Yonghui Supermarket, an established enterprise in the retail industry. It is gradually
weakened due to its failure to adapt to the impact of digital transformation.

This paper will analyze the current situation of Yonghui through SWOT analysis,
point out Yonghui's advantages and shortcomings, and put forward suggestions for
Yonghui's future development in the context of today's environment. The purpose of
this paper is to provide some suggestions for Yonghui to benefit its development in the
context of digital transformation. This paper will not only provide suggestions from the
digital technology level, but also focus on the factors such as staff training as well as
marketing. Since many established companies in the retail industry are facing the same
dilemma as Yonghui, this paper will also bring some help to these companies.

2 Development Status of Yonghui Supermarket

Yonghui Supermarket, founded in 2001 and listed on the A-share market in 2010, is
one of China's top 500 companies and one of the first distribution companies in main-
land China to introduce fresh agricultural products into modern supermarkets. As of
December 6, 2024, Yonghui has opened 791 stores across 455 cities and 29 provinces
in China. But under the wave of digital transformation, Yonghui seems to be in the
predicament. As can be seen from Yonghui's annual reports in recent years, Yonghui
has been in a loss-making predicament since 2021.In 2021-2022, Yonghui Supermarket
realized revenues of 91.062 billion yuan and 90.091 billion yuan respectively, down
2.29% and 1.07% year-on-year; and realized net profit attributable to the parent com-
pany of the net profit of -3.944 billion yuan and -2.763 billion yuan, down 319.78%
year-on-year respectively, 29.94%. In 2023, Yonghui Supermarket realized revenue of
78.642 billion, a year-on-year decrease of 12.71%; realized net profit of -1.33 billion,
compared with the same period of the previous year, a loss of 1.43 billion, although the
loss situation has narrowed, but the situation is still not optimistic [4,5]. From the an-
nual report of Yonghui in recent years can be seen that Yonghui has in focus on digital
transformation and development. However, compared with the booming development
of emerging digital-centered retailers such as Freshippo and Pupumall, Yonghui's con-
secutive years of losses are worth thinking about. Therefore, this paper will analyze
Yonghui's strengths and areas for improvement through SWOT, as well as suggestions
for Yonghui's future development.

3 SWOT Analysis

SWOT analysis was proposed by professor Weihrich as a framework for evaluating a
company's competitive position in the market and developing strategic solutions [6].
The four letters of SWOT stand for Strengths, Weaknesses, Opportunities, and Threats,
from which a company is systematically evaluated by analyzing the company's internal
conditions and external factors, a systematic evaluation is carried out in order to de-
velop the most effective strategic program.
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3.1  Strengths

First of all, this article will talk about Yonghui's strengths. Due to the procurement and
transportation of fresh food, dedicated logistics infrastructure is required, and this can
generate huge sunk costs [7]. As a well-established enterprise in the retail industry for
many years, Yonghui has been implementing the business strategy of “guaranteeing
freshness”. It has a complete supply chain and many offline stores. By the end of 2023,
Yonghui had cooperated with 101 manufacturers for direct sales, established 3 origin
warehouses and 19 own planting/farming bases, such as corn and rice planting bases.
It has set up 27 direct sourcing programs, such as honeydew melon, beef and mutton
roll programs. As a result, Yonghui greatly reduces the cost of warechousing and wast-
age, and maximizes the freshness of goods. Moreover it relies on numerous offline
stores and favorable prices to attract a group of loyal customers [8].

In addition, Yonghui also has a certain digital foundation. Yonghui Life's self-oper-
ated platform, Home Delivery, has covered 883 stores.” The number of registered mem-
bers of “Yonghui Life” APP has also exceeded 200.4 million, and realized sales of 4.22
billion yuan. As of June 30, 2024, Yonghui technology department has 487 employees
working with various departments to carry out digital reform [6].

3.2  Disadvantage Analysis

In the context of the rapid development of the Internet and the prevalence of online
advertising. While competitors in the same industry are investing extensively in adver-
tising on social media or interacting with potential consumers. Yonghui's activity on
the Internet is too low. In several social platform software commonly used by young
people, for example, Xiaohongshu and Tiktok, although Yonghui has opened an official
account, the content posted by the account lacks novelty and interaction, and merely
uses these social platforms as a channel for posting advertisements. This leads to a lack
of understanding of Yonghui among young people, who tend to choose supermarkets
that are more familiar and have been praised by more people on the Internet when shop-
ping.

Second, Yonghui is not clear about its own positioning. The target customers of
Yonghui's initial positioning were the general public, and Yonghui has developed to
the present day with this. Yonghui has also started to operate boutiques positioned for
high-end consumption since 2016, but Yonghui boutiques have not reached the level
that they should have in terms of product selection and staff service. As a result, Yong-
hui's boutique store project ended up being a non-starter. Not only that, all of Yonghui's
stores are too homogenized in terms of function types, which leads to the phenomenon
of overlapping functions in the same area, reducing the marginal returns of the stores
and leading to forced competition between different stores.

3.3  Opportunities

Fat Donglai, a leading company in China's retail industry, began to help Yonghui in
June 2024 to improve its staff services and product enrichment. As of December 2,
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2024, the number of Yonghui stores that have undergone adjustments has reached 21
stores.

A leader in China's new retail environment, ----, acquired 29.4% of Yonghui on Sep-
tember 24, 2024 to become the largest shareholder. This will bring more boost to Yong-
hui in the new retail track.

3.4  Threat Analysis

Although Yonghui realized the importance of digital transformation early and invested
money and technology for transformation. However, compared with Alibaba, Jingdong
and other enterprises that have been successfully transformed, and the fact that Yonghui
has been losing money year after year, it shows that Yonghui's transformation is not
successful.Moreover due to the digital transformation of technology requirements,
Yonghui may even face the problem of not being able to break through the technolog-
ical monopoly barriers. In addition, from the annual report of Yonghui, it can be seen
that Yonghui has long invested in digital transformation, but Yonghui lacks the under-
standing of how to utilize the digital system efficiently, and also lacks the way to inject
new vitality into the company through digital technology [9].

Despite the new ideas introduced through the Fat Donglai assistance program and
the acquisition of a Famous Brand, Yonghui's brand image has still not been firmly
established on the internet as of now. Consequently, Yonghui lacks an advantage when
competing with companies like Freshippo and Meituan for the attention of younger
consumers who are inclined to receive information online.

4 Development Strategy Recommendations

Yonghui has also made many efforts for digital transformation so far. Since 2015,
Yonghui has been promoting digital transformation and exploring the direction of the
retail industry in the Internet era. 2021 Yonghui hired the former senior director of
Jingdong Group as the chief technology officer in charge of Yonghui's digital transfor-
mation, and under his leadership, Yonghui has assembled a tech team of more than
1,000 people for the digital transformation. In addition, Yonghui has launched the
Yonghui Life APP, which combines offline shopping and online experience. As of
2024, Yonghui life to home business has covered 883 stores, realized sales of 4.22 bil-
lion yuan, average daily unit volume of 306,000, and the number of registered members
of Yonghui life APP has exceeded 2004 billion households [6]. In addition Yonghui
has accelerated the layout of smart stores, the stores are widely used in self-checkout,
electronic labeling, intelligent shelves and other technologies, which improve the shop-
ping efficiency and customer experience. In the future, Yonghui's development strategy
should focus on both offline and online development.
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4.1 Offline Component

Offline Store Component. Since Yonghui has the advantages of a wide network of
offline stores and a mature supply chain of fresh food, it can categorize its existing
stores according to its advantages. Yonghui can categorize the existing stores according
to its own advantages. Stores with high customer flow can be renovated and expanded
to increase the richness of commodities, improve the service level, and take the high-
end route. Stores with low customer traffic can be split or even closed to take the ware-
house mode, that is, only for online orders, into a distribution center-like existence, this
practice has long existed in successful cases, for example, Pandamart's Dmarts is such
a positioning [3]. Warehousing distribution centers make the last mile of merchandise
delivery more efficient. In addition, Yonghui can also expand its smaller stores by
opening smaller, community-centered stores to penetrate residential areas and meet
daily convenience needs. Since delivery time is one of the key factors for customers to
choose shopping platforms, fast response and delivery of customers' orders is a top
priority [10]. Yonghui needs to develop an omni-channel retail ecosystem that utilizes
its established and extensive offline network and growing online presence to integrate
the online and offline experience and create a seamless O20 model that allows custom-
ers to place orders online and pick up or return them at the store, thereby increasing
convenience and customer loyalty. Building on this foundation, it should also continue
to expand its fresh produce partnerships: partnering with local suppliers to ensure prod-
uct freshness and gain a competitive advantage in the high-demand fresh food market.
In addition, as Chinese people's standard of living improves, they are becoming keen
to savor food from overseas [11]. Therefore, Yonghui needs to actively expand its over-
seas procurement channels and establish a team specialized in overseas procurement to
cooperate with overseas suppliers. The rich variety of goods from all over the world is
also a key factor to attract users.

Selection and Training of Staff. Yonghui also needs to strengthen staff selection and
staff training. One of the purposes of inviting Fat Donglai to help, is to improve the
service level of employees. This also reflects the lack of Yonghui's ability in staff se-
lection and training methods. Therefore, in employee selection Yonghui can use the
fairness theory in organization management, through screening resumes, filling out ap-
plication forms, and testing work samples to screen people who can adapt to Yonghui's
working environment and have the working ability and character Yonghui needs. Sub-
sequently, in terms of employee training, Wing Fai can learn from Herzberg's two-fac-
tor theory to avoid employees' dissatisfaction by satisfying their health care factors,
such as salary, working environment, interpersonal relationship, and so on, and then
satisfy their sense of achievement, sense of responsibility and other incentives to im-
prove their motivation by setting up performance incentives to provide employees with
opportunities for continuous growth. Only by screening out the employees that Yong-
hui needs and giving them support and rewards, Yonghui can better train their ability
to serve customers and then take the lead in the service level.
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4.2  Online Component

Marketing. Nowadays, the Internet has been closely connected with people's lives,
more and more media tools and simpler and more diverse search functions allow users
to share information with each other, and also make businessmen have more channels
to publicize their products and services [3]. Therefore, other companies in the same
industry are publicizing their products on the Internet to build up their image. For ex-
ample, Boxcar's marketing on the Internet has been successful in making many young
people favor him. Therefore, Yonghui can launch its own brand mascot, interact with
customers as a mascot on the Internet platform, deepen the connection between cus-
tomers and the company through this frequent, friend-like interaction, increase cus-
tomer stickiness, and make the whole brand image vivid. In addition, more product-
related information can be shared on various social media platforms, such as what ef-
forts Wing Fai has made from selecting products to putting them on the shelves, and
how it thinks about its customers. Of course, the way of sharing information can no
longer be like the previous serious, smooth documentary format. Combined with the
current trend of the Internet, broadcasting in the form of short videos is more likely to
be favored by customers. For example, Yonghui can invitie bloggers with many fans
on the Internet to visit Yonghui's stores and filming, showing Yonghui's products and
services to potential customers in this way, to achieve the effect of publicizing Yonghui
and letting people understand Yonghui.

E-commerce Platform. As for e-commerce, Yonghui can compete with giants such as
Alibaba and Jingdong by improving the user experience of the platform and expanding
the delivery capacity to promote the growth of Yonghui Life APP and online sales. It
can also cooperate with third-party platforms such as Jitterbug to broaden online sales
channels and open online live-streaming platforms. Yonghui also needs to monitor mar-
ket dynamics on a regular basis, keeping an eye on the strategic moves of Alibaba,
Jingdong and local retailers, and adjusting its strategy in a timely manner. Yonghui
need to look for competitive differentiation opportunities, such as focusing on fresh
food quality and consumer trust, to become a leading brand in the fresh food sector. In
addition, Yonghui needs to strengthen data security and privacy protection to ensure
compliant use of consumer data in the digitization process and establish a good brand
reputation. Not only that, the online part can enhance member stickiness and increase
repurchase rate through personalized services. For example, Yonghui can use member
data to segment consumer groups and push customized offers based on consumption
habits. Yonghui can introduce more exclusive rights and benefits for members, such as
points redemption, birthday privileges and member discounts, to improve user engage-
ment.

Customer Service. Data collection and analysis of customers has always been a very
important part in the retail industry [12]. In order to improve customers' online shop-
ping experience, Yonghui can collect big data, for example, the length of time custom-
ers spend on the Internet, browsing records, time spent on each product page, and
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browsing styles [12]. Moreover based on the data analysis, it can appropriately recom-
mend the products that customers may need when they enter the shopping platform,
thus helping customers to shorten the shopping time and improve the customer experi-
ence [3]. By making an estimation of the customer's preference, customized customer
service is provided, thus increasing the customer's reliance. In addition, it can learn
from Freshippo Life and build a platform inside Yonghui Life that users can use to
communicate with each other [12]. On this platform, share with each other how to cook
and use the food and products purchased from Yonghui, and users who are active
enough can get points, which can be exchanged for Yonghui's products. In this way, it
makes consumers dependent on the platform and enhances user stickiness, while Yong-
hui can also improve its services and products based on consumers' feedback on the
platform.

5 Conclusion

The results of this paper suggest that Yonghui should capitalize on its existing strengths,
such as a well-established supply chain and a wide network of offline stores. By differ-
entiating its stores and actively expanding its supply chain of overseas products while
maintaining its advantages in the domestic fresh food sector, Yonghui can provide cus-
tomers with a wider variety of products. Yonghui also needs to improve the service
level of its employees to ensure the quality of products and services in its offline stores.
Based on this, it should launch high-frequency online marketing activities to build its
brand image and bring Yonghui into the eyes of young consumers. Yonghui needs to
continue to open up the Yonghui Life App to provide customers with a more efficient
shopping experience and opportunities for communication between users to enhance
user stickiness. By synchronizing online and offline reforms and supporting each other,
Yonghui will have a chance to get out of its current loss-making streak and return to
the top tier of the retail industry. Other retailers in the retail industry facing the same
predicament can also make adjustments according to these suggestions. However, there
are limitations in this paper: the analysis lacks sufficient internal data of Yonghui, lacks
understanding of Yonghui's latest internal strategic decisions, and lacks analysis of the
policy aspects of digital transformation in the retail industry. In the future, it is hoped
that the study can incorporate more macro influences such as policy conditions to pro-
vide a more accurate analysis of Yonghui's digital transformation.
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