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Abstract 
External investors generally rely on the annual report disclosed by the company to 
obtain the information of listed companies, and the figure of net profit in the annual 
report is the most concerned one. Under the impact of the epidemic, all industries have 
been affected, especially the tourism industry, which is highly sensitive to the epidemic, 
and will almost stop in the first quarter of 2020. Under such circumstances, Tongcheng 
Yilong has achieved quarterly profits in a row, and the number of payers has reached a 
record high. This paper takes Tongcheng Yilong as an example, and uses entropy method 
to explore the real profit quality under its gorgeous financial data. 
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1. Introduction 

With the continuous deepening of social and economic development, China's capital market has 
gradually become perfect and mature, showing a good macro trend. After China's economy has 
shifted from a stage of rapid growth to a stage of high-quality development, tourism and other 
industries have also ushered in new development opportunities and challenges. 
China's economic development and financial market will inevitably have a huge impact under 
the impact of the COVID-19 in 2020. In particular, the service industry (tourism, transportation, 
accommodation and catering, etc.) fluctuates significantly. As one of the industries with high 
sensitivity to the epidemic, the tourism industry has been greatly restricted. The number of 
tourists going out has sharply decreased. Home isolation has become the main way for people 
to prevent the epidemic, This has seriously affected the operating performance and profitability 
of the tourism industry in China. In 2020, when Expedia, a foreign veteran OTA giant, and Ctrip, 
a domestic OTA leader, both suffered continuous losses, Cheng Yilong achieved four 
consecutive quarters of profits in that year and stood out. With the orderly recovery of the 
online tourism market in 2021, Tongcheng Yilong will quickly recover to its pre epidemic level, 
and its business performance will also be improved. 

2. Company Profile 

Tongcheng Travel Holding Co., Ltd. (formerly Tongcheng Yilong Holding Co., Ltd.) is a Chinese 
investment holding company that mainly provides online travel products and services. The 
company is mainly engaged in traffic ticketing services, accommodation booking services and 
other services. Transportation ticketing services mainly include air ticket and train ticket 
booking, travel insurance sales and other transportation related services. The accommodation 
reservation service mainly provides accommodation reservation service. Other services mainly 
include scenic spot tickets, supporting value-added user services and advertising services. 
Tongcheng Yilong is a company jointly established by Tongcheng Network and Yilong Travel 
Network under Tongcheng Tourism Group on December 29, 2017. The new company will 



Volume 3 Issue 11, 2022 

DOI: 10.6981/FEM.202211_3(11).0031 

247 

Frontiers in Economics and Management 

ISSN: 2692-7608 

integrate the transportation, hotel and other advantageous resources of both sides to create a 
more leading travel service platform. On June 21, 2018, Cheng Yilong submitted the prospectus 
at the Hong Kong Stock Exchange. The joint sponsors were Morgan Stanley, JPMorgan Chase 
and China Merchants Bank International. On November 26, Tongcheng Yilong was officially 
listed on the Hong Kong Stock Exchange. On April 22, 2020, Tongcheng Yilong officially 
announced the brand upgrade, launched the external service brand - Tongcheng Travel, and 
simultaneously updated the corporate logo and brand slogan "Start again, and go the same way". 
After upgrading, the same journey will focus more on young, fashionable and personalized 
consumer groups and provide convenient, smart and safe travel services. 
On December 15, 2021, Tongcheng Yilong issued an announcement to change the company's 
name, stock abbreviation and logo. The Chinese and English names of the Company will be 
changed from "Tongcheng Elong Holdings Limited Tongcheng Yilong Holdings Co., Ltd." to 
"Tongcheng Travel Holdings Limited Tongcheng Travel Holdings Co., Ltd.", the Chinese and 
English share abbreviations of the Company will be changed to "TONGCHENGTRAVEL" and 
"Tongcheng Travel" respectively, and the Company's LOGO will also be changed accordingly. 
The company's stock code remains unchanged. 
The announcement also shows that the change of the company name of Tongcheng Travel will 
not affect any rights of shareholders, daily business operations and financial conditions of the 
company. It is reported that Tongcheng Travel APP, applet, eLong Travel APP and other 
relevant applications and services will still operate normally and will not be affected by the 
name change. 

3. The Profit Quality Evaluation of Tongcheng Yilong 

3.1. Index Selection 
Profit quality is the embodiment of the value of enterprise profits. The structure of profits, the 
source of profits and the correlation between profits and business activities truly represent the 
matching degree between accounting profits and real profits, the controllability of cash and the 
financial situation of enterprises. The research on the profit quality of enterprises will help 
enterprises continuously optimize the structure of business, capital and other aspects to 
achieve sustainable development. Based on the financial data of Tongcheng Yilong from 2017 
to 2021, this paper analyzes the growth, stability and profitability of its profit quality. 
3.1.1. Profit Quality Growth Analysis 
The growth index of profit quality reflects the ability of an enterprise to develop and grow in 
the future. The better the profit growth is, the stronger the company's comprehensive strength 
is. The growth of profits first requires the company's main business to have a good development 
prospect. It requires the enterprise to increase investment in research and development, 
accelerate the research and development of new products, improve its profitability or reduce 
production costs, so as to drive the continuous growth of profits. Second, companies should 
earn enough profits or attract more capital to support business expansion. 
The growth of profit quality will be analyzed by selecting the profit growth rate of main 
business, cost profit rate, total asset growth rate and return on net assets. 
(1) Profit growth rate of main business 
The main business growth rate is the ratio of the difference between the main business profit 
of the current period and the main business profit of the previous period to the main business 
profit of the previous period, which mainly reflects the profit growth. The higher the growth 
rate is, the better the company's business is, and more profits can be earned; The profitability 
is being strengthened year by year, which can accumulate more capital for development. At the 
same time, it will also attract more investors and be more conducive to the development of the 
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company. Because the company is in a special industry, the main business income is usually 
equal to the operating income, and the main business cost is equal to the operating cost. 
X : Main business profit growth rate=main business profit growth amount of the current 
period/main business profit of the previous period 
(2) Cost profit margin 
Cost profit rate is an indicator used to measure how much economic benefits can be brought by 
the input of production costs. It is the ratio of total profit to total cost, reflecting the profit 
results brought by taking resource consumption as the cost. It can be seen that this indicator is 
used to evaluate the business status of enterprises from the perspective of enterprise cost 
through the analysis of production and operation costs. Generally speaking, the larger the ratio, 
the higher the return on investment reflecting the cost, and the higher the profit quality; On the 
contrary, if the ratio value is relatively small, it reflects that the lower the return on investment 
is, the lower the profit quality level is. If enterprises want to improve this indicator, they can 
achieve it by expanding sales to increase sales revenue or reducing production to reduce 
production costs. The evaluation of this indicator for enterprise operation is comprehensive. In 
addition to reflecting the profitability, it also reflects whether the enterprise can control the 
management cost, which can reflect how the enterprise's profit growth ability is. 
X : Cost profit rate=total profit ÷ (main business cost+sales expense+management expense+ 
financial expense). 
(3) Growth rate of total assets 
The higher the growth rate of total assets, the faster the expansion of asset management scale 
in a certain period of time. However, in the analysis, we need to pay attention to the relationship 
between the quality and quantity of asset scale expansion, as well as the subsequent 
development ability of the enterprise, to avoid blind expansion. 
X : Growth rate of total assets=difference between total assets of the current period and total 
assets of the previous period/total assets of the previous period. 
(4) Return on net assets 
Return on equity is one of the important indicators to measure the profitability of an enterprise. 
It is the percentage rate obtained by dividing the company's after tax profit by its net assets. 
This indicator reflects the level of return on shareholders' equity and is used to measure the 
efficiency of the company's use of its own capital. The higher the index value is, the higher the 
return from investment is. This indicator reflects the ability of self owned capital to obtain net 
income. Return on equity is generally limited to 20%. If the company can maintain this indicator 
above 20%, then the company's profitability is strong. 
X : Return on equity=net profit/average shareholders' equity. 
3.1.2. Stability Analysis of Profit Quality 
The stability of profit refers to the basic trend of the change of enterprise profit level. The 
stability of profit has two forms: one is that in several consecutive accounting years, the profit 
level fluctuates slightly around a certain level; The other is that the profit level keeps rising over 
time. Stable or increasing profit level year by year is the guarantee of enterprise vitality. The 
stability of profits is not only an apparent feature of the size of risks faced by enterprises, but 
also a reflection of the growth potential of enterprises. It also depends on the stability of the 
business structure and the external environment faced by enterprises. The more stable an 
enterprise's profit growth is, the less risk it faces, the greater its growth potential, the more 
reasonable its business structure, and the more stable its external environment. 
The stability of profit quality will select three indicators, namely gross profit volatility, 
operating profit volatility and net profit volatility, to evaluate the fluctuation of the company's 
profits. 
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(1) Gross profit volatility 
The larger the index is, the greater the fluctuation range of the company's profit is, the worse 
the stability of the profit is, and the profit quality may be lower. 
X : Gross profit volatility=gross profit of the current year/average gross profit of three years * 
100%. 
(2) Total profit volatility 
The larger the index is, the greater the fluctuation range of the company's profit is, the worse 
the stability of the profit is, and the profit quality may be lower. 
X : Fluctuation rate of total profits=total profits of the year/average total profits of three years 
* 100%. 
(3) Net profit volatility 
The profit volatility is the ratio of the difference between the net profit of the current period 
and the net profit of the previous period to the net profit of the previous period. It is an 
interpretation of the fluctuation of the net profit. The stable growth of net profit shows that the 
company has strong profitability, stable development and higher profit quality. 
X : Net profit volatility=net profit growth of the current period/net profit of the previous period 
* 100%. 
3.1.3. Analysis of Profit Quality Profitability 
Accounting profit is based on the accrual basis and accounting period assumption. It is the 
result of matching book revenue and book expense in an accounting period. It is reflected in the 
net inflow of accrued cash and the increase of possible wealth, but it is not directly equivalent 
to the actual net inflow of cash. Only when the net inflow of accrued cash really becomes the 
actual net inflow of cash can the profit be truly realized. Therefore, the level of income quality 
also refers to the level of the enterprise's ability to create free cash flow, which refers to the 
cash flow after deducting taxes and related capital expenditures. This kind of profit that can 
create a large amount of free cash flow is the real high-quality profit. The level of accounting 
profit quality is more reflected in the level of profit liquidity. 
The profitability of profit quality will be evaluated by two indicators: EBIT cash recovery rate 
and turnover rate of accounts receivable. 
(1) EBIT cash recovery rate 
Most studies use "cash content of net profit" as a measure of profit cashability, but the "EBIT 
cash ratio" used in this paper is the ratio of net cash flow generated by operating activities to 
pre interest and tax profits, which can reflect how much of the operating profits of an enterprise 
can bring about real cash flow, and help analyze the matching degree between the profits 
realized by operating activities and the cash flow from operating activities. The larger the 
indicator, It indicates that the cash guarantee ability of profits generated from operating 
activities is stronger. 
X : EBIT cash recovery rate=net cash flow from operating activities/profit before interest and 
tax. 
(2) Turnover rate of accounts receivable 
The turnover rate of accounts receivable is the ratio of the enterprise's net credit sales income 
to the average balance of accounts receivable over a period of time, which can reflect the 
turnover speed and efficiency of the enterprise's accounts receivable in the current period. The 
higher the index is, the higher the investment recovery rate, the shorter the average investment 
recovery period, the lower the bad debt loss, the better the liquidity of assets and the higher the 
solvency of the enterprise. Correspondingly, the shorter the turnover days of accounts 
receivable, the better. 
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X : Turnover rate of accounts receivable=operating income/average balance of accounts 
receivable. 
Average balance of accounts receivable=(balance of accounts receivable at the beginning of the 
year +balance of accounts receivable at the end of the year)/2. 

3.2. Selection of Index Weighting Method 
After establishing the profit quality evaluation system, this paper chooses to use the entropy 
method to give weight to each index in the system, and then calculate the comprehensive score 
of each year to evaluate the profit quality. The main reason for this is that each indicator has 
different degrees of influence on profit quality. By empowering the indicators, we can 
distinguish the main influencing factors for judging profit quality, which will be the main focus 
of managers and other stakeholders, and also the main analysis goal of this paper. 
Nowadays, entropy method is a widely used method of weighting. The advantage of entropy 
method is that compared with other weighting methods, the entropy method does not rely on 
subjective judgment, but is weighted according to the relationship between indicators, so the 
evaluation results are more objective and accurate; After using entropy method to determine 
the weight, we can judge the impact of each index on profit quality; Entropy method is easy to 
operate, which can make this study more efficient. Therefore, this paper chooses the entropy 
method to give weight to each index in the profit value evaluation system. The steps of applying 
entropy method are as follows: 
(1) The data is dimensionless, and the negative indicators are processed by taking the 
reciprocal first, and then standardized. 
(2) Translate to eliminate negative values. 
(3) Use the specific gravity method to make the data dimensionless. 
(4) Calculate the entropy value of the jth index. 
(5) Calculate the difference coefficient of the jth index. 
(6) Calculate the weight of the jth index. 
(7) The comprehensive score is obtained by multiplying the standardized data and weight. 

4. Profit Quality Analysis of Tongcheng Yilong 

4.1. Data Source 
The data used in this paper is from Dongfang Fortune. The relevant data are processed and 
tested by EXCEL software. In addition, in order to see the change trend of Tongcheng Yilong's 
profit quality, considering the availability and reference of data, this paper selects the data of 
the last five years, namely, the 2017-2022 report for analysis and research. The processed index 
data are shown in Table 1: 
 

Table 1. Evaluation Index Data 
Level I indicators Secondary indicators 2017 2018 2019 2020 2021 

Growth indicators 

X Profit growth rate of main business 0.4565 1.1412 0.3885 -0.1653 0.3333 
X Profit margin of the cost and expense 0.0672 0.1378 0.1711 0.0920 0.1595 
X Total Assets Growth Rate 0.2003 5.0661 0.1603 -0.0189 0.1251 
X Return on Equity -0.0360 0.1710 0.0557 0.0241 0.0495 

Stability index 
X Gross profit volatility 1.5685 1.6781 1.4588 0.9801 1.1327 
X Total profit volatility -0.1347 -1.2683 1.6354 0.6344 1.2181 
X Net profit volatility -1.0898 1.7577 0.2841 -0.5255 1.1902 

Realistic indicators 
X EBIT cash recovery rate 5.3731 3.9219 1.9229 0.3417 2.1006 
X Receivables Turnovers Ratio 3.5429 7.5301 7.5709 5.8511 9.4107 
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4.2. Specific Application of Profit Quality Evaluation System 
Step1: Because the dimensions and units of each indicator are different, you cannot directly 
compare and calculate them. 
Therefore, before calculating the weight of each indicator, it is necessary to standardize it. For 
negative indicators, take the reciprocal first, and then standardize. The formula used is as 
follows: 
 

X =
X − X

X − X
 

 
The standardized data are as follows: 
 

Table 2. Standardized Data Sheet 
Level I indicators Secondary indicators 2017 2018 2019 2020 2021 

Growth 
indicators 

X1Profit growth rate of main 
business 

0.4759 1.0000 0.4239 0.0000 0.3817 

X2Profit margin of the cost and 
expense 

0.0000 0.6798 1.0000 0.2385 0.8883 

X3Total Assets Growth Rate 0.0431 1.0000 0.0353 0.0000 0.0283 
X4Return on Equity 0.0000 1.0000 0.4431 0.2903 0.4129 

Stability index 
X5Gross profit volatility 0.1571 0.0000 0.3143 1.0000 0.7814 
X6Total profit volatility 0.6096 1.0000 0.0000 0.3447 0.1437 
X7Net profit volatility 0.0000 1.0000 0.4825 0.1982 0.8007 

Realistic 
indicators 

X8EBIT cash recovery rate 1.0000 0.7116 0.3143 0.0000 0.3496 
X9Receivables Turnovers Ratio 0.0000 0.6795 0.6865 0.3934 1.0000 

 
Step 2: Translate to eliminate negative values. After standardization, some data may be smaller 
or become negative. In order to make the calculation more convenient and unified, it is 
necessary to translate them. The formula used is as follows: 
 

X = H + X  
 

Wherein, H is the amplitude of index translation, generally taken as 1. The data obtained after 
translation is shown in Table 3: 
 

Table 3. Data table after translation 
Level I indicators Secondary indicators 2017 2018 2019 2020 2021 

Growth indicators 

X1Profit growth rate of main business 1.4759 2.0000 1.4239 1.0000 1.3817 

X2Profit margin of the cost and expense 1.0000 1.6798 2.0000 1.2385 1.8883 

X3Total Assets Growth Rate 1.0431 2.0000 1.0353 1.0000 1.0283 

X4Return on Equity 1.0000 2.0000 1.4431 1.2903 1.4129 

Stability index 

X5Gross profit volatility 1.1571 1.0000 1.3143 2.0000 1.7814 

X6Total profit volatility 1.6096 2.0000 1.0000 1.3447 1.1437 

X7Net profit volatility 1.0000 2.0000 1.4825 1.1982 1.8007 

Realistic indicators 
X8EBIT cash recovery rate 2.0000 1.7116 1.3143 1.0000 1.3496 

X9Receivables Turnovers Ratio 1.0000 1.6795 1.6865 1.3934 2.0000 
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Step 3: Use the specific gravity method to make data dimensionless. The formula used is as 
follows: 
 

y =
x

∑ x
 

 
The data obtained after dimensionless data are shown in Table 4: 
 

Table 4. Non dimensional Data Sheet 
Level I indicators Secondary indicators 2017 2018 2019 2020 2021 

Growth indicators 

X1Profit growth rate of main business 0.2027 0.2747 0.1956 0.1373 0.1898 

X2Profit margin of the cost and expense 0.1281 0.2152 0.2562 0.1587 0.2419 

X3Total Assets Growth Rate 0.1708 0.3275 0.1695 0.1638 0.1684 

X4Return on Equity 0.1399 0.2799 0.2019 0.1806 0.1977 

Stability index 

X5Gross profit volatility 0.1595 0.1379 0.1812 0.2758 0.2456 

X6Total profit volatility 0.2268 0.2818 0.1409 0.1894 0.1611 

X7Net profit volatility 0.1337 0.2673 0.1982 0.1602 0.2407 

Realistic indicators 
X8EBIT cash recovery rate 0.2712 0.2321 0.1782 0.1356 0.1830 

X9Receivables Turnovers Ratio 0.1289 0.2164 0.2173 0.1796 0.2578 

 
Step 4: The formula used to calculate the entropy of the jth index is as follows: 
 

e = −
1

ln n
y ln y  

 
Step 5: The difference coefficient of the jth index. The formula used is as follows: 
 

g = 1 − e  

 
Where j=1,2,...... P. 
Step 6: Calculate the weight of the jth indicator as, using the following formula: 
 

w =
g

∑ g
 

 
Where j=1,2,...... P. 
The entropy value and weight of each index obtained are shown in Table 5: 
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Table 5. Weights of Evaluation Indicators 
 Entropy Coefficient of Varia Weight 

X1Profit growth rate of main business 0.9852 0.0148 0.0874 

X2Profit margin of the cost and expense 0.9805 0.0195 0.1150 

X3Total Assets Growth Rate 0.9721 0.0279 0.1645 

X4Return on Equity 0.9843 0.0157 0.0926 

X5Gross profit volatility 0.9790 0.0210 0.1240 

X6Total profit volatility 0.9810 0.0190 0.1123 

X7Net profit volatility 0.9808 0.0192 0.1132 

X8EBIT cash recovery rate 0.9829 0.0171 0.1009 

X9Receivables Turnovers Ratio 0.9847 0.0153 0.0902 

 
The comprehensive score is obtained by multiplying the standardized data and weight. The 
formula used is as follows: 
 

Z = w x  

 
The final comprehensive score is shown in Table 6. 
 

Table 6. Comprehensive Score of Profit Quality in 2017-2021 
 2017 2018 2019 2020 2021 
Growth indicators 0.0487  0.4227  0.1989  0.0543  0.1784  
Stability index 0.0879  0.2254  0.0936  0.1851  0.2036  
Realistic indicators 0.1009  0.1331  0.0936  0.0355  0.1255  
overall score 0.2375  0.7812  0.3861  0.2749  0.5075  

4.3. Analysis of Evaluation Results 
(1) Comprehensive evaluation and analysis 
From the above research, we can see that Tongcheng Yilong's comprehensive score from 2017 
to 2022 is not high and fluctuates except 2018. The fluctuation can be reflected by a line chart, 
as shown in Figure 1: 
 

 
Figure 1. Line Chart of Profit Quality Change of Tongcheng Yilong from 2017 to 2021 
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It can be seen from the above figure that Tongcheng Yilong's comprehensive score is not higher 
than 0.6 every year except 2018. It can be calculated that the average score of profit quality in 
five years is only 0.44. It can be seen that while the net profit of Cheng Yilong has increased, the 
profit quality is not satisfactory. Among them, the profit quality score of Tongcheng Yilong was 
the lowest in 2017, only 0.24. In 2018, the profit quality performance was excellent, up 0.54. 
However, Tongcheng Yilong did not maintain its excellence, and its comprehensive score fell 
for two consecutive years. In 2020, the profit quality score almost returned to the original point. 
Overall, the comprehensive score of profit quality has risen in the past five years, but from the 
broken line chart, it can be seen that the profit quality of Cheng Yilong fluctuates too much, 
which is not a good trend. 
In order to better analyze and explain the changes in profit quality, this paper also studies the 
changes in the growth, stability and profitability of profits in 2017-2022 to analyze their impact 
on profit quality. The fluctuation of growth is shown in Figure 2: 
 

 
Figure 2. Line Chart of Profit Quality Growth Change from 2017 to 2021 

 

It can be seen from Figure 2 that the change of growth is basically similar to the change of profit 
quality, which indicates that the change trend of growth is closely related to profit quality. The 
rapid growth in 2018, with a growth value of 0.37, shows that the comprehensive score of profit 
quality in 2018 is higher mainly because of the increase in growth score. In the next two years, 
the growth score dropped precipitously, mainly because in 2017-2018, Tongcheng Yilong's 
main business profit margin and total asset growth rate changed greatly. Tongcheng Yilong's 
total assets increased significantly, reaching RMB 14.023 billion, and the growth of main 
business profit in 2018-2020 was also decreasing year by year.The fluctuation of stability is 
shown in Figure 3: 
 

 
Figure 3. Line Chart of Profit Quality Stability Change in 2017-2021 
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It can be seen from Figure 3 that the stability of profit quality fluctuates greatly, which is 
consistent with the change of profit quality in 2017-2019. From the numerical point of view, 
2017-2020 also has a considerable impact on profit quality. In 2020, the direction of stability is 
opposite to the change of profit quality. However, because the stability value of growth is not 
enough to offset the decrease of growth, the profit quality in the current year becomes 
lower.The fluctuation of liquidity is shown in Figure 4: 
 

 
Figure 4. Line Chart of Profits Quality Realizability Change from 2017 to 2021 

 
It can be seen from Figure 4.4 that although the change direction of cash earning is the same as 
that of profit quality, the change range of cash earning is not large and the impact on profit 
quality is not obvious. In 2021, the increase of cash earning is one of the important factors 
leading to the increase of profit quality. 
To sum up, the growth, stability and profitability of profits will affect the changes in profit 
quality. For Tongcheng Yilong, the rapid growth of profit quality score in 2018 is mainly a 
positive impact of growth; The precipitous decline in 2019 is mainly due to the combination of 
growth and stability. 

4.4. Quantitative Index Analysis 
In order to conduct a more comprehensive and detailed analysis of the changes in profit quality, 
this paper selects the quantitative indicators that rank the top three in the influence of profit 
quality, that is, the top three in weight. It can be seen from the analysis of Table 4.5 that the top 
three quantitative indicators are total asset growth rate (growth indicator), gross profit 
volatility (stability indicator) and cost profit rate (growth indicator). However, for the sake of 
comprehensiveness, this paper will replace the cost profit rate with the EBIT cash recovery rate 
in the sixth ranking cash earning index, because the growth rate of total assets already 
represents the growth index. 
(1) Growth rate of total assets 
The growth rate of total assets represents the growth of the asset scale in the current period. 
The higher the growth rate of total assets, the faster the expansion of the enterprise's asset 
management scale in a certain period. In 2017, 2019 and 2021, the growth rate of total assets 
will be between 10% and 25%. In 2018, Tongcheng Yilong's total asset growth rate was 
506.61%, but from 2019 onwards, Tongcheng Yilong's total asset growth rate began to decline, 
and even in 2020, the total asset growth rate was -1.89%. This is because Tongcheng Yilong 
was successfully listed in 2018, and its cash and equivalents increased by 2.442 billion, while 
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goodwill and intangible assets increased by 7.653 billion. The increase in intangible assets 
shows that the soft power of the enterprise is increasing, and the competitiveness of the 
industry is increasing. However, Tongcheng Yilong's intangible assets account for a higher 
proportion of total assets, reaching 47%. If the goodwill is impaired in the future, the solvency 
will become weaker, Tongcheng Yilong's intangible assets will also face huge impairment risk. 
In the following years, the increase of intangible assets gradually stabilized, but could not reach 
the level in 2018, so the growth of total assets could not reach 14 billion as in 2018. The decline 
in the growth rate of total assets has affected the growth, resulting in the low profit quality of 
Tongcheng Yilong. 
(2) Gross profit volatility 
Gross profit volatility can reveal the fluctuation of profit level in this year. It can be calculated 
that Tongcheng Yilong's gross profit volatility is large and its profit stability is poor, leading to 
low profit quality. Since 2018, the gross profit volatility has gradually declined, and in 2020, it 
has declined by 47.87% in a year. 
In terms of profits, before Tencent became a shareholder, Tongcheng Yilong lost 916 million 
yuan and 2139 million yuan in 2015 and 2016 consecutively; After Tencent became a 
shareholder, in 2017 alone, Tongcheng Yilong achieved an operating income of 2.519 billion 
yuan, a gross profit of 1.707 billion yuan, and a net profit of 196 million yuan, turning losses 
into profits. The reduction of sales costs and the reduction of advertising and promotion 
expenses are the key to turning losses into profits. As an OTA platform exclusively occupying 
Tencent's huge traffic at present, Tongcheng Yilong is supported by all business flows of 
Tencent Group, and its WeChat apps can be vigorously promoted. In 2018, Tongcheng Yilong 
once ranked first in the WeChat app rankings, and in WeChat wallet, the two entrances of "fire 
ticket" and "hotel" are provided with service resources by Tongcheng Yilong. As a result, 
Tongcheng Yilong's operating income increased significantly while its costs increased slightly. 
In 2020, the COVID-19 will wreak havoc in the world, and the domestic tourism industry will 
be greatly impacted. The income of accommodation booking, transportation ticketing, etc. of 
Tongcheng Yilong will be greatly affected. Since the second quarter of 2020, Tongcheng Yilong 
has accelerated the layout of diversified offline service scenes in China, such as car ticketing, 
scenic spot tickets, hotel scanning and accommodation, to create a new development model of 
"online and offline integration", so that Tongcheng Yilong has gained a larger market share. 
Although the operating revenue decreased by 1.46 billion yuan, both gross profit and net profit 
were positive. Its profitability led the global online tourism industry, and it became the only 
OTA company in the world to make profits in four consecutive quarters in 2020. In 2021, the 
operating performance of Cheng Yilong recovered and even exceeded the pre epidemic level. 
Although under the escort of Tencent Group, Tongcheng Yilong has greatly increased its main 
business income and reduced its main business costs, but with the gradual fading of the Internet 
traffic dividend, the traffic support from Tencent has also shown signs of weakening, and the 
growth rate of gross profit has begun to decline. At the same time, the impact of competition 
and epidemic in the same industry makes Tongcheng Yilong's annual main business income 
and cost fluctuate greatly, This leads to higher volatility of gross profit and lower profit quality. 
(3) EBIT cash recovery rate 
The EBIT cash recovery rate can reflect how much of the operating profit of an enterprise can 
bring about the actual cash flow, which is helpful to analyze the matching degree between the 
profits realized by the enterprise's operating activities and the cash flow from operating 
activities. From 2017 to 2020, the EBIT cash recovery rate continued to decline, with a total 
decline of 503% over the four years, which represents that the share of book profits converted 
into cash inflows is decreasing. Although the change of EBIT cash recovery rate is large, because 



Volume 3 Issue 11, 2022 

DOI: 10.6981/FEM.202211_3(11).0031 

257 

Frontiers in Economics and Management 

ISSN: 2692-7608 

the change direction of the turnover rate of accounts receivable is opposite to that of EBIT cash 
recovery rate, the two offset, so the impact of cash availability on profit quality also decreases. 

5. Countermeasures and Suggestions 

5.1. Expand Business and Improve the Growth and Stability of Enterprise 
Profits 

(1) Deepen the sinking market, develop value-added services, maintain user stickiness, and 
increase market share 
For Tongcheng Yilong, the core problem to be solved at present is how to reduce the 
dependence on WeChat traffic and improve the user stickiness of its own platform. As an online 
tourism enterprise, how to get users' scarce attention from numerous information is the key to 
competing for traffic. Therefore, Tongcheng Yilong can adopt the business model of "free" plus 
"value-added" to promote the company's products. On the one hand, we can get the user group 
through "free", and then realize the recovery of the initial cost investment through the later 
value-added services, such as advertising fees of APP pages, exclusive tourism customization 
services, and maintain user stickiness. On the other hand, through various ways and channels 
to generate income and improve core competitiveness, we can enhance our voice in the process 
of value co creation and consolidate the relationship with partners. Even if cooperation fails, 
we can reduce the impact of value co destruction and disperse risks. 
(2) Actively develop new markets and product portfolio 
Influenced by the epidemic, the first tier and second tier cities have strict epidemic prevention 
and control. By comparison, the third tier and lower tier cities have less pressure on prevention 
and control and the tourism market recovers quickly. Therefore, further deepening the low tier 
market is an effective measure to expand business under the epidemic. At the same time, it 
should be taken into account that, limited by the level of economic development, the 
consumption level and consumption concept of low tier cities are different from those of first 
tier cities. Therefore, the development strategy should be formulated according to local 
conditions, and new product combinations should be developed to meet the needs of new 
markets. Do a good job in strategic planning, find the right strategic positioning, moderately 
expand the main business, add new profit growth points, increase the enterprise's ability to 
resist market risks, enhance the stability of the enterprise's main business, and improve the 
stability of the enterprise's profit quality. 

5.2. Optimize Capital Structure and Improve Asset Management Quality 
We should strengthen asset quality management, optimize resource allocation, appropriately 
reduce investment in advertising on the premise of ensuring the completion of strategic 
objectives, reasonably allocate main products and actively develop products to disperse 
business risks and reduce enterprise management costs; It also needs to collect receivables in 
time to ensure that the enterprise has sufficient cash to provide necessary conditions for its 
daily business expansion and sound development; We should also establish a scientific financial 
management system, improve the efficiency of capital use, increase the ability of enterprises to 
repay debts, and improve the profitability of enterprises. 

6. Conclusion 

From the above analysis, we can see that Tongcheng Yilong, which is making profits every year, 
has low profit quality. Therefore, it is one-sided and narrow to evaluate the business 
performance and internal governance of the enterprise only based on the data in the financial 
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statements. Investors should not only focus on the number of net profits of listed companies, 
but also on the quality of net profits. 
Investors should find reliable data related to their business from the financial statements of 
listed companies for analysis. It is not advisable to focus only on the analysis of net profit figures. 
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