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Abstract

In recent years, with the high-speed development of China's economy and the
new urbanization process, the prices of real estate continued to rise rapidly, urging the
central and local governments to launch a series of macro-control measures such as
purchase limitation and credit limitation, especially since 2010, which has brought
great challenges to the estate enterprises. For this, the real estate enterprises began to
diversify their market into tourism estate and commercial estate to avoid business risk.
However, whether these transformations can promote the sustainable development of
estate enterprises and the whole industry is not clear yet. Both domestic and foreign
scholars have done much theoretical and empirical research on the relationship
between diversification strategy and corporate performance, but the results varies a lot.
Some domestic scholars have carried out empirical research on the relationship
between real estate enterprise's independent diversification strategy and corporate
performance, which showed a negative correlation between the independent
diversification strategy and performance. However, the theoretical and empirical
studies on the relationship between real estate enterprises’ strategy choices on
commercial estate, tourism estate and corporate performance are relatively rare,
unable to providing theoretical guidance for real enterprises’ transformation.

In order to study the relationship between product selection strategy and
corporate performance, and how the former influences the latter, literature review
and expertise review are used to define and classify the content of product selection,
business model and enterprise performance in this study, while the theoretical
hypothesis of enterprise product selection, business model and enterprise performance
is put forward. On this basis, a questionnaire survey research were carried out among
senior managers of real estate enterprise, and the data was analyzed in SPSS20.0 and
Mplus17.0 to carry out exploratory factor analysis and structural equation modeling.
The conclusions are as follows.

Firstly, the exploratory factor analysis suggests that that the common factors of
real estate enterprises’ product selection contain residential products, commercial real
estate products, tourism estate products, etc.; the common factors of real estate
enterprises’ business model contain the purchase-based model and the rent-based
model. Product selection is a strategic decision for product development of
enterprise's top managers, based on the forecast of both Internal and external
environment change in the future. Business model is the inner logic of value
realization under the guidance of enterprise development strategy. The two
complement each other; together affect the performance of enterprises.

Secondly, the influence of institutional environment on the choice of product
selection and business model. Institutional environment is the sum of all kinds of
limitation and promotion brought by the industrial policies and regulations made by
government. Since the implementation of restriction policy in 2011, real estate
enterprises have diversified into commercial office, urban complex, urban complexes,
tourism real estate market while retain their residential business. At the same time,



focused on the selling business model to accelerate the recovery of investment funds.
The empirical research found out that institutional environment has a significant
positive effect on the choice of products and business models of real estate
development enterprises. More and more real estate enterprises choose to enter the
commercial estate market, and to focus on the selling business model to improve
corporate financial performance.

Thirdly, product selection has a significant effect on corporate performance. Real
estate enterprises’ choice of entering residential estate, commercial estate, tourism real
estate market led to business related diversification. It is suggested from the empirical
results that, the choice of residential estate has significant positive impact on the
financial performance and corporate growth; the choice of commercial estate has no
significant effect on the financial performance or the corporate growth; the choice of
tourism real estate had a significant effect on financial performance.

Fourthly, business model plays a positive mediating role between real estate
enterprises’ product selection and corporate performance. One way of how the
product selection influences the corporate performance is the choice of business
model. For the real estate enterprises entering the residential and commercial real
estate market, the choice of selling based business model is helpful to improve the
financial performance; for those entering the tourism real estate market, the choice of
renting based business model don’t have a significant effect on the financial and
growth performance.

Finally, the empirical results are discussed and summarized, and inspiration and
suggestions are put forward based on the study for top managers of real estate
enterprises to obtain further development.
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