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Abstract
Implementing aA meticulous  business strategy is crucial to the survival and development of any the business. ; Iin recent years, more and more enterprises have increasingly turned to prefer a diversified approaches to doing businessway of doing business. In examining these developments in the Chinese context, tThis study has selected 2s 20 Chinese tourism companies as a research sample. Data was collected The data is collected from the companies' annual reports, and Wind database from 2010 to 2018 in order to analyze the and analyzes the relationship between diversified business strategy and financial performance through Herfindahl Index;, and ROE is used to measure the corporate performance. The main empirical results indicate that the diversification of the business strategy can significantly improve the performance level of tourism thetourism cCompanies. Further evidenceAn evidence also indicates that signifies that these thecompanies can take a risk and utilize the resources through theire diversification strategiesy, enabling them to find new ways of economic growth, obtain economic benefits, and improve  the business performance. At the same time, this paper also analyzes the property rights, equity ratio, liquidity ratio, and start-up yearsing years of enterprises. Property rights, equity ratio, and liquidity ratio significantly improve the performance level of tourism companies, while the number of start-uping years significantly reduce the enterprises' performance levels. Further, tThis study proposes some countermeasures for improving the enterprise business performance level by empowering their core competency, prudently controlling diversification, selecting the right time to diversify, and selecting the right formtype of diversification.
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Introduction 
The tourism industry has become one of the largest industriesy in the world (Holjevac, 2003). Pizam (1999) predictsed that in 2050 China will becomeould be one of the four most popular major tourism destinations in the world. The tourismt sector in China has outpaced the has growing faster than the country's gross domestic product (GDP) during the last ten years with an output . The tourist industry's gross output value ofis about 80 billion,000 million Yuan, or about 5% of the GDP in 2005. Tourism has already established itself as a significant industry and a new source of economic growth in China (Yaping Liu, Shi, Li, & Amin, 2021; Caiping Wang & Xu, 2009b). Moreover, tTourism companies, particularly the larger ones, will continue to play a significantly important role in developing the national economy as tourismt’s revenueincome continues to make up a largergrows as a percentage of the GDP. The tourism sector of China’s tourism sector will experience the intenseive competition, and diminished business earnings as foreign and private investments enter to the country. Thus, tThe major tourism enterprises will set the economic norms and allocation of tourism revenue in the game of global competitiveness (Holjevac, 2003). In other words, large-scale gigantic tourism organizations should concentrate on the performance of their action plan, which has a significant impact on the success of the companies. The mentioned tourism company in China is a typical example of these major tourism companies. It is also important to note that, while the first The first tourism firm (Dongfang Hotel) registered on the to be registered on the Shenzhen Stok Exchange was Dongfang Hotel on November 18, 1993, only. However, just 23  tourism firms have were registered since then (Caiping Wang & Xu, 2009a). 	Comment by Dr. James Joshua Pennington: You need to update these figures. This is for 2005, not 2021. In 2019, tourism accounted for 5.6 trillion yuan in China. 
Furthermore, compared to the other registered overseas tourism companies, China has a diffuse distribution, tending towards might be centralizationed, and is limited in scale. The tourism industry is also susceptible to overcrowding and competition due to the lower capital and technical entry barriers. According to Gu (1999) research, many researchers and analysts have warned of an oversupply in the Chinese accommodation industry. MoreoverBesides, the tourism industry's growth is hampered by external factors such as location, political actionally, financial activities, and weather variations, all of which are beyond the industry's control and have significant consequences for the listed tourism companies, particularly those operating in the naturally beautiful natural beautiful locations (X. G. Wang, 2007).
According to the Rumelt (1974), when a company faces severe competition, declining sales volume decliness,, and therefore the pressing need arises for a a relatively mature and other restrictive conditions, it should pursue a diversification strategy. Diversification has already become a requirement for these tourism businesses in China and a standard option (H. Liu & Wang, 2007). Diversification, specifically, entails is how a corporation grows beyond its primary industry into a new product or service areas (Lin & Su, 2008). It is one of the most effective business strategies since it directly impacts a company's cost and value and therefore its survival or failure. Diversification can also assist a company in taking advantage of the economic benefits and synergistic effects when it is less expensive to merge two or more product lines in one company rather than producing them independently. Synergies can be achieved by extending the usage of some specialized capabilities among several industries (Panzar & Willig, 1981). The firm can use its resources, such as elements  purchased from the market, services developed from those elements, and particular expertise accumulated over time across the diverse sectors to establishand establishing the  provision inside the organization through diversification within the organization (Montgomery, 1994). Particularly advantageous isIt must be advantageous to lower the firm's transaction or financing costs, realize synergies, and boost company its performance. On the other handFurthermore, the drawbacksdownsides of such the diversificationty, that is exceptionally related diversification, arecan result  resource dispersal issuesinto trepidations such as resource dispersal and over-complexification of and creation of more complexity in management (Caiping Wang & Xu, 2009a). Furthermore, 	Comment by Dr. James Joshua Pennington: Do you mean "exaggerated diversification"? This isn't clear to me. 
	Diversification is a crucial business strategy that boosts profits and market share (Ayal & Zif, 1979). aAccording to  the researchers from various disciplines, diversification strategy affects company performance differently variably (Kim & Kim, 2005; S. Lee, Xiao, & Kang, 2011; Tang & Jang, 2010).  Despite the extensive research on Although the research on diversification is extensive, there is no consensus on whether diversification improves firm performance or commercial development (M. J. Lee & Jang, 2007). The conflicting pertinent results about the influence of diversification on the company performance, according to the Christensen and Montgomery (1981), can be described as the disregard forascribed as the market structure.  being disregarded. A lack of focus on industry-specific factors regarding diversification strategy and disregarding the relationship between diversified segments and core businesses leads to skewed results on a firm's diversification strategy's projected performance (K. Park & Jang, 2012). Nonetheless, diversification continues to be a crucial business strategy that boosts profits and market share (Ayal & Zif, 1979).

	Datta, Rajagopalan, and Rasheed (1991) also identified several organizational characteristics that play a crucial role in adopting and institutionalizing diversification initiatives. Researchers have examined several aspects, including: oOrganizational structure (Rumelt (1974), divisional autonomy (Vancil and Buddrus (1979), organizational culture (Nahavandi and Malekzadeh (1988), managerial styles, and the organizational system is among these aspects (Kazanjian & Drazin, 1987). Diversification allows an organization's distinct competencies and critical skills to be dispersed effectivelytransmitted. An organization's structure, culture, and procedures serve as crucial mechanisms for achieving the benefits of diversification (Bettis, 1981). Datta et al. (1991) found a connection between prospective diversification advantages and effective diversification implementation and management. Diversification's success is driven by several elements, including organizational structure and a sufficient level of autonomy.
	However, still have limited research  on the relationship between product diversification and firm’s performance in the tourism industry, particularly in China, is still limited.. In fact, As an essential stage of the company's development, ddiversification is essential to the company's scale expansion and sustainable development. Therefore, sSamples selected for this study are meant to article from the tourism industry can reflect the overall situation of China's tourism industry.  to a certain extent. By analyzing the diversified operation status of the sample enterprises, this study contributes to the literature on the relationship between product diversity and firm’s performance in China's tourism industry, providing managerial implications for the industrialists and policymakers. At the same time, the relevant theories of diversified operation have also been enriched to a certain extent. FinallyIn addition, based on diversification analysis, this article puts forward relevant suggestions on implementing related strategies. The tourism industry has enormous potential of the development. 

Literature Review 
The term diversification comes is derived from from the diverse and the related factitive verb diversify (K. M. Park, 2010). In this study, Ddiversification strategy in this study entails the strategy taken by means 20 Chinese tourism companies in their development in for suitable markets and industries. Diversification has various meanings and there isis hardly consensus among scholars as to agreed by scholars on which one is the most accurate (Raghunathan, 1995). Ramanujam and Varadarajan (1989) defined diversity as "the extent to which firms are simultaneously active in many different businesses." According to Pils (2009) diversification is a term that describes the scope of a company's operations. Furthermore, diversification is regarded as a necessary component of corporate strategy (Markides & Williamson, 1994).
 Ansoff (1957) introduces diversification as a business strategy to expand the range of products or market sectors for growth. AThe company can expand its the business by targeting the market and through production (Ji, Shun, Kai, & Amin, 2020). Further, aA company's business base can be expanded by increasing the number of segments it operates in  and by maintaining the dispersion of established markets within those segments. As a result, managers can determine the diversification process by deciding on the number of segments and how resources are distributed within those segments (Raghunathan, 1995). Diversification varies on a company's resources and its industry specialty (Chatterjee & Wernerfelt, 1991). Product diversification can be divided into two categories: related diversification and unrelated product diversification. The major difference in related and unrelated product diversification is whether a company diversifies within or across industries by offering various products (Rumelt, 1974). According to Pils (2009), the definition of product-market diversification is more understandable and logical because it may be implemented by the market entry with new or current products. Iacobucci and Rosa (2005) define diversification as a first foray into a new industry that manages multiple businesses.
Corporate diversification is a business strategy that involves expanding into related or unrelated industries. Synergistic theory, financial motives, organizational theory, the free cash flow hypothesis, and the hubris hypothesis are only a few theories on diversification. These ideas describe diversification motivation in different ways. Montgomery (1994) identifies three critical perspectives to explain why a corporation considers diversification: (1) resource-based view, (2) agency theory, and (3) market power. 
1) Diversification can transfer excess resource, and capability capacity across the industries, also called the economies of scope. A diversified corporation organizes economic activity efficiently (Penrose, 1959). When a corporation diversifies its operations and has multiple products and markets, it can boost its economies of scope. If the organization has excess resources and manufacturing capacity distributed across the industries, it can enhance efficiency through diversification (Matsusaka & Nanda, 2002). Also known as the operation synergistic effect1[footnoteRef:1]. According to Lewellen (1971), diversification increases a firm's debt capacity by reducing future cash flow variation. A company’s diversification can increase the value to the extent that debt capacity (Martin & Sayrak, 2003). On the other hand, financial synergy can be obtained from the potential of a diversified firm's cash flows to provide a particular way of funding to an internal capital market. Instead of leaving the firm's investment, decisions to the whims of less well-informed investors in the external capital market, the cost of financing will be cheap through this internal capital market, and the firm's manager will have superior decision control over the project selection. Diversified organizations can benefit from the size and scope of economies, as well as operational and financial synergies.  [1: According to scope economic theory, diversification can be a benefit in utilizing the strong points of the company and help it to realize the resource-sharing and synergy effects (Teece, 1980).] 

21) According to the agency theory, managerial self-interest diversity affects shareholders. Managers may pursue diversification to raise their income (Jensen & Murphy, 1990), authority, and reputation (Jensen, 1986), or to lower corporate risk by minimizing personal risk (Amihud & Lev, 1981). A company's performance will deteriorate if its diversification motivations are based on the agency theory. 
2) Diversification can transfer excess resource, and capability capacity across the industries, also called the economies of scope. A diversified corporation organizes economic activity efficiently (Penrose, 1959). When a corporation diversifies its operations and has multiple products and markets, it can boost its economies of scope. If the organization has excess resources and manufacturing capacity distributed across the industries, it can enhance the  efficiency through diversification (Matsusaka & Nanda, 2002). Also known as the operation synergistic effect1[footnoteRef:2]. According to Lewellen (1971) diversification increases a firm's debt capacity by reducing future cash flow variation. A company’s diversification can increase the value to the extent that debt capacity (Martin & Sayrak, 2003). On the other hand, financial synergy can be obtained from the potential of a diversified firm's cash flows to provide a particular way of funding to an internal capital market. Instead of leaving the firm's investment decisions to the whims of less well-informed investors in the external capital market, the cost of financing will be cheap through this internal capital market, and the firm's manager will have superior decision control over the project selection. Diversified organizations can benefit from the size and scope of economies, as well as operational and financial synergies. (3c) The market power as a fundamental reason for the company’s diversification can be viewed through the perspective of anticompetitive behavior Martin and Sayrak (2003), this motivation is not widely accepted in the tourism industry in China.  [2: ] 


However, few researchers analyze the effects of diversification on tourism firms due to the tourism industry's small sample size and lack of financial data (M. J. Lee & Jang, 2007). West (1990) revealsed that low-cost or distinctiveness techniques outperformed segmentation strategies in the foodservice industry (Yaping Liu, Amin, Rasool, & Zaman, 2020). Singh and Gu (1994) examined the links between diverse hotel operations, cash flows, and stability using Rumelt's diversified measure variables. They showed that while the economic cycle can affect the relationships engaged in diversification, financial performance, and market stability, there is no substantial difference between diversified and undiversified firms. M. J. Lee and Jang (2007) studyied the impact of hotel diversification on financial performance. They determined that diversification does not increase the profit but can improve the performance stability. ForIn China, H. Liu and Wang (2007) reported that investment diversification increases the value of listed tourism companies from 2001 to 2004. For tourism companies, CP Wang and Xu (2008) used data of several eras to confirm their findings; as previously stated, the Chinese tourism business is separated into attraction-operating and hotel-operating. Furthermore, the government can support this sector by subsidizing, and the tourism industry has a little rivalry. The efficiency of their diversification strategy is influenced by market structure. However, it is pertinent to mention that the limitation is highly associated with the failure of Chinese researchers to clearly distinguish between these two types of organizations in their samples. . 
Based on the above literature,  we may conclude that, while diversification strategy is identical for all organizations, it effects vary significantly across the countries and industries. The institutional environment in different countries might be highly varied. Tourism development is also influenced by by ecologically, sociallly, economically, and political factors.lly. Typically, tourism is a cyclical and seasonal business, which means that the environment can considerably impact the a tourism firm’s performance and business (Chen, 2007). Further, tTourism has a significant operational risk because it requires a large initial investment and has an extended return period. First, It is a quite sensitive and fragile sector; as a result, tourism businesses prefer to diversify to decrease the risks. Second Second, the modern tourism is highly interconnected with other sectors, and its strong industrial links allow it to adopt the diversification strategy. A diversified firm would have a higher return at a lower risk than unrelated ones (M. J. Lee & Jang, 2007; Nickel & Rodriguez, 2002). Third, the tourism industry generates huge amount of revenue. The strong cash flow supports tourism company diversification, regardless of whether it is explained by the agent theory, which states that supervisors would splurge this cash flow on diversification rather than paying it out to stakeholders (Jensen, 1986). All of these variances must have an impact on the Chinese tourism industry's diversification.
Material and Methods 
In order to ensure the validity and comparability of the data, this article study took specific care in selecting the sample companies, including only 20 companiesmainly makes the following considerations when selecting the samples: Since the company sample data selected in this article is from operating between 2010 to 2018, and excluding companies after 2010, companies that were only established after 2010, such as such as Changbai mountain Tourism Co. Ltd, (stock code: 603099).; At the same time, this article excludes companies whose primary business does not involve tourism business before and after significant changes in their primary business from 2010 to 2018, such as Caesars tourism (stock code: 000796). Considering availability of data, this article selects 20 listed Chinese tourism companies as the research samples. The specific entitiessamples are shown in Table 1. Variables are used to study diversification and corporate performance (Yidan Liu, Wu, & Yuan, 2020). 
Further, tThis article uses ROE and Pro to measure corporate performance and conducts a descriptive statistical analysis of ROE and Pro for the of listed tourism companies from 2010 to 2018.  
Table 1. Selected Chinese tourism Firms N=20
	Name of Firms
	Stock code

	China CYTS Tours Holding Co., Ltd
	600138

	China United Travel Co., Ltd
	600358

	China Quanjude Group Co Ltd
	002186

	Yunnan Tourism Co., Ltd
	002059

	Dalian Shengya Co., Ltd
	600593

	Huatian Hotel Group Co., Ltd
	000428

	Guangzhou Lingnan Group Holdings Co., Ltd
	000524

	Hainan Dadonghai Tourism Centre (Holdings) Co., Ltd
	000613

	BTG Hotels Group Co., Ltd.
	600258

	Jinling Hotel Co., Ltd
	601007

	Xi'an Catering & Service
	000721

	Overseas Chinese Town
	000069

	Zhangjiajie Tourism Group Co., Ltd
	000430

	Xi'an Tourism Co., Ltd
	000610

	Emei Shan Tourism Co., Ltd
	000888

	Huangshan Tourism Development Co., Ltd
	600054

	Tibet Tourism Co., Ltd
	600749

	Beijing Jingxi Culture & Tourism Co., Ltd
	000802

	Guilin Tourism Co., Ltd
	000978

	China International Travel Service Co., Ltd
	601888


Source: Wind data


[bookmark: _Toc69237393]Selection of indicators and data sources
The business scope of listed tourism companies is vast and  and based on the main business scope, listed tourism companies allows for their divisioncan be divided into four types: travel agency, transportation, hotel, and comprehensive. Transportation and travel agencies are the types with the most considerable tourism market value in recent years. Transportation companies mainly include aviation and railway companies, with the most extensive market value base and substantiall-  growth prospects. The market value of travel agency companies has grown at an awe-inspiring rate, mainly due to the rapid development of global online travel. The market value of hotel companies fluctuates wildly, and the growth rate of the market value scale of comprehensive companies is slightly lower than that of other types of companies. Comprehensive companies mainly include theme parks and entertainment and leisure companies.
Haibo (2007) findsound that the correlation coefficient between the Herfindahl index and the entropy index is 0.909, indicatinges little difference between the two in measuring the degree of diversification. Because the information disclosure system of Chinese listed companies is not perfect, and many companies have the problem of incomplete data disclosure, this article uses the Herfindahl index to measure the degree of diversification of companies. The specific formula is as follows:


Among them=  business income of the business unit of the category/main business income n represents the number of businesses of the enterprise. The Herfindahl index is between 0-1. The higher the index, the lower the degree of diversification;  converselyon the contrary, the lower the index, the higher the degree of diversification.
This studyresearch work has selectedchooses 20 Chinese tourism companies and, collecteds and organized the data from 2010 to 2018 as a research sample based on the public annual report data and the Wind database, having selected the and selects the following variables:
[bookmark: _Toc69237394]Dependent variable
As previously discussed, there are accounting and market measurements of performance (M. J. Lee & Jang, 2007; Singh & Gu, 1994). Accounting performance measurements include return on equity (ROE), return on total assets (ROA), and market performance measures like Tobin's Q, stock return (SR). The performance of Tobin's Q is not adequate in China (Lipinga, Yub, & Gongmengc, 2006),. Because given that (a) Tobin's Q requires that the company's market value be traded as an unbiased estimate of future cash flow (Lang & Stulz, 1994). However, the Chinese stock market is inefficient compared to the US stock market, and thusso Tobin's Q cannot be used. (b) The high turnover rate of Chinese stocks makes Tobin's Q and other market indicators susceptible to bias. Further, (c) uUsing Tobin's Q or SR as variables will overstate the performance of private shareholder holdings because stock prices are easily manipulated. The China Securities Regulatory Commission (CSRC) uses ROE to decide whether a company can issue stock or pay dividends. On this basis, this research work comprehensively considers various factors. Finally, it selects return on equity (ROE) and net interest rate (Pro) as indicators to measure corporate performance to measure corporate growth and profitability.
Independent Variable
Berry (2015) proposesd the Herfindahl-Hirschman index (HHI) as a measure of industrial concentration. It can also be used to compare the relative importance of different business segments within a SIC level (Martin & Sayrak, 2003). The Herfindahl index method and the entropy index method are commonly used to measure diversification. However, the entropy index method is more complicated and challenging in terms ofto collecting  the data.. At the same time, as mentioned above, there is good agreement between the two. It shows that there is not much difference between the two in measuring the degree of diversification. Therefore, this studyresearch work chooses the Herfindahl index as a measure of diversification.
[bookmark: _Toc69237396]Control variables
(1) Property rights attribute (Div)—The property rights attribute is a dummy variable. Based on China's national conditions, the state provides more financial support to state-owned listed companies, and their operating efficiency should have more significant potential. Therefore, state-owned holding companies are assigned a value of 1; otherwise, it is 0. 
(2) Listing years – -companies at different listing times are at different stages of development, and companies often choose different business strategies. 
(3) Ownership concentration – -the proportion of the top ten shareholders in the company's equity. The more streamlined the company's internal management structure, the higher the concentration of equity, the higher the efficiency of corporate executive decision-making, and the correspondingly higher operating performance. 
(4) Current ratio – -current assets/current liabilities, the current ratio can reflect the company's operating efficiency and liquidity.
Table 2. Variable interpretation
	Variable type
	Variable name
	symbol
	Variable measure

	Dependent variable
	Return On Equity 
	ROE
	Profit after tax/net assets

	
	Net interest rate
	Pro

	Net profit margin for the year/sales income for the year

	Independent variable
	Herfindahl Index
	HHI
	


	Control variable
	Property Rights
	Div
	State-owned equity holding company is 1, if not 0

	
	Starting years
	Age
	Enterprise establishment time

	
	Equity Ratio
	Top

	The ratio of the top ten shareholders to the company's equity

	
	Liquidity ratio
	LIQU
	Current assets/current liabilities



Empirical results and discussions 
From the statistical results in Table 3, we can see that from 2010 to 2018, the numerical changes of the sample companies' diversification, return on net assets, net interest rate, property rights, listing years, equity concentration, and current ratio are very conducive to regression analysis, namely given that. Because the gap between the maximum and minimum values of these variables is large, and the volatility of the data is apparent. The average value of the diversified operation index of Chinese tourism enterprises is 0.551, which indicates that more enterprises in the Chinese tourism industry have carried out diversified operations. The minimum values of the two operating performance indicators, ROE and Net interest rate Pro are negative numbers, which insinuateimply that some sample companies have poor profitability and operating capabilities. The maximum average values are 0.062 and 1.594, respectively.
Overall, in China, the listed tourism companies' profitability and development ability are average, and there is much room for the improvement. The average value of the Age indicator is 18.6, indicating that the overall time for the sample companies to go public is relatively long, and the overall operating conditions are relatively stable. The average current ratio of the tourism industry is 1.219. Compared with other industries, the liquidity of corporate assets in China's tourism industry is better.
Table 3. Descriptive statistics
	variable
	sample
	Minimum
	Max
	Average value
	Standard deviation

	HHI
	180

	0.001

	1.000

	0.551

	0.231


	ROE

	180

	-0.442

	0.381

	0.062

	0.095


	Pro

	180

	-5.540
	19.850

	1.594

	4.566


	Div

	180

	0.000

	1.000

	0.650

	0.477


	Age

	180

	9.000

	25.000

	18.600

	4.375


	Top

	180

	0.334

	0.833

	0.570

	0.142


	LIQU
	180

	-47.070

	12.390

	1.219

	4.347




[bookmark: _Toc69237397]Model construction 
This research study work adopts the SYS-GMM estimation method and introduces lagging explained variables into the panel data model to reflect the dynamic lag effect, more consistent with actual economic problems. Dynamic panel data can overcome the problem of missing certain variables, and at the same time, can avoid contradictions. Endogenous problems are caused by causality. Therefore, this study research paper establishes a linear regression model as follows:
Model one
=+L.+++++++
= + L. +++++++
Model two
=+L.+++++++
= + L. +++++++

The above model isa constant term,  corresponding variable coefficientan individual effect, a random disturbance term, i represents a cross-sectional sequence, t represents a time sequence, and other variables are described above.
From Table 4 and Figure 1, it can be observed witnessed  that the descriptive statistical results between tourism companies ROE and Pro from 2010 to 2018 are quite different. Travel companies' ROE fluctuates slightly, while Pro has obvious differencess;, namely, the which shows that the degree of dispersion of tourism company ROE data is less than Pro. In addition, the values of ROE and Pro of tourism companies are both positive, indicating that the return on investment of tourism companies is acceptable, and the diversified operation of tourism companies has promoted the improvement of corporate performance to a certain extent.
Table 4. Average performance of tourism industry from 2010 to 2018
	[bookmark: OLE_LINK3]years
	Business Performance

	
	Return on Equity (ROE)
	Net profit Margin (Pro)

	2010
	0.073

	1.538


	2011
	0.081

	1.872


	2012
	0.087

	1.753


	2013
	0.066

	0.923


	2014
	0.037

	1.758


	2015
	0.050

	2.121


	2016
	0.035

	1.870


	2017
	0.062

	1.181


	2018
	0.065

	1.331








Figure 1. Trends of ROE and Pro of tourism companies from 2010 to 2018

As shown in  Tablein Table 5 and Figure 2, the HHI index of China's listed tourism companies showed an overall upward trend from 2010 to 2018, but the increase was not significant. The higher the HHI index, the lower the degree of diversification. Thus, , so it can be observed witnessed  that most of China's tourism industry listed companies choose to diversify their way to enhance their overall strength.

Table 5. 2010-2018 HHI Descriptive statistics of tourism industry

	year
	index
	Mean

	[bookmark: OLE_LINK4]2010

	HHI

	0.58


	2011

	HHI

	0.46


	2012

	HHI

	0.58


	2013

	HHI

	0.55


	2014

	HHI

	0.51


	2015

	HHI

	0.55


	2016

	HHI

	0.56


	2017

	HHI

	0.58


	2018

	HHI

	0.60






Figure 2. Comparison of HHI trends of listed tourism companies from 2010 to 2018

Figure 3 from 2010 to 2018, HHI showed an overall upward trend; that is, the degree of corporate diversification continued to decrease. The fluctuation range of ROE is relatively large, especially between 2012 and 2014 and 2015-2016; the decline , which shows that the company's business performance has not performed well from 2012 to 2014 and 2015-2016. Therefore, from an overall point of view, there is a significant positive correlation between diversified operations and corporate performance. 

Figure 3. Comparative analysis of HHI and ROE from 2010 to 2018

It can be observed in  Figurein Figure 4 that from 2010 to 2018, HHI showed an overall upward trend; that is, the degree of corporate diversification continued to decrease. The volatility of Pro has changed considerablya lot, especially from 2012 to 2014 and 2015-2017; the decline is pronounced, which shows that the company's business performance has did not perform ed well from 2012 to 2014 and 2015-2017. Therefore, from an overall point of view, there is a significant positive correlation between diversified operations and corporate performance.



Figure 4. Comparative analysis of HHI and Pro from 2010 to 2018

Diversification and Performance 
Table 6 indicates the mixed regression and random effects regression results. : The correlation of HHI with ROE and Pro is inversely proportionall;, , and, moreover,  HHI is also inversely correlated with the degree of business diversification. Therefore, diversified operations can significantly improve the tourism companies' Performance levels. This is in In line with the empirical findings of earlier studies (H. Liu & Wang, 2007; CP Wang & Xu, 2008) and (Jiang, Liu, & Lu, 2006), although it contradicts studies on diversification discounting (Li & Zhu, 2006). This is most likely dueowing to the various subjects and methods utilized. At the same time, this also reflects the robustness of the model's regression results.
The dynamic panel regression results show that the correlation coefficient between ROE and L.ROE is 0.351, and the P-value is less than 0.01, with a significant, and the positive correlation. is significant. The correlation coefficient between Pro and L.Pro is 0.023, and the P-value is greater than 0.05 and less than 0.1. The positive correlation is significant, which shows that the first-order lag of the two models is significant, confirmingwhich confirms the correctness of choosing the dynamic model. The results of AR(2) and Hansen test prove that the model satisfies the null hypothesis of SYS-GMM estimation (i.e., "no second-order autocorrelation" and "effective instrumental variable"). Model 1 takes the return on net assets ROE as the dependent variable and the Herfindahl index as the independent variable. Its regression coefficient is -4.631, and the p-value is less than 0.1, that is, at the 10% significance level, the Herfindahl index and net assets. The correlation of the rate of return is strongly inverse, and the degree of diversification is also negatively correlated with the Herfindahl index. 
Therefore, the correlation of business diversification is significantly positive with the return on net assets. The regression coefficient of the property rights attribute of the control variable is 3.487, and the p-value is less than 0.1; that is, at the 10% significance level, the correlation of property rights attribute and the return on net assets is significantly positive.. The regression coefficient of the listing life is -2.011, and the p-value is less than 0.1; that is, at the 10% significance level, the listing life and the return on equity are significantly negatively correlated. The regression coefficient of equity concentration is 0.066, and the p-value is greater than 0.05 and less than 0.01, that is, at the 5% significance level, equity concentration is significantly positively correlated with return on net assets. Lastly, tThe regression coefficient of the current ratio is 0.232, and the p-value is less than 0.01, that is, at a significant level of 1%, the current ratio is positively correlated with the return on equity. 
Model 2 tests the regression relationship between the Herfindahl index and the net interest rate. It can be seen from the results that the regression coefficient of the Herfindahl index is -16.138. The p-value is less than 0.01, that is, at the 1% significance level, the Herfindahl index is significantly negatively correlated with the return on net assets. The degree of diversification is negatively correlated with the Herfindahl index. Therefore, business diversification is significantly positively correlated with the return on net assets. The regression coefficient of the property rights attribute of the control variable is 10.026, and the p-value is less than 0.01; that is, at the 1% significance level, the property rights attribute and the return on net assets are significantly positively correlated. This is due to the fact thatbecause, under the influence of China's national conditions, Chinese policies are more accessible. Influencing the formulation of business strategies, the proportion of state-owned enterprises' government investment is relatively large, sand thuso state-owned enterprises are more likely to be driven by government policies to implement diversified operations. Their profitability is relatively more robust and consistent with the findings of  (Jiang et al., (2006). 
The regression coefficient of the listing life is -0.214, and the p-value is less than 0.1; that is, at the 10% significance level, the listing life and the return on equity are significantly negatively correlated. This may be because of the company with lengthy multiple factors. OThe operation time is relatively long. The growth of other businesses restricts the development of core businesses, weakens the company's core competitiveness, and reduces the company's overall operating performance. The regression coefficient of equity concentration is 0.139, and the p-value is less than 0.1. At a significance level of 10%, equity concentration and return on net assets are significantly positively correlated, indicating that the concentration of equity in enterprises that implement diversified operations is beneficial to enterprises Performance improvement. The more streamlined the internal management structure of a company, the higher the concentration of equity, the higher the efficiency of the company's senior decision-making, and the higher the operating performance. The regression coefficient of the current ratio is 0.913, and the p-value is less than 0.01; that is, at a significant level of 1%, the current ratio is positively correlated with the return on equity. The current ratio reflects the company's liquidity ability. The stronger the company's liquidity ability, the stronger its ability to repay debts, and the better its operating performance.
The coefficients of HHI in the two regression models are both significantly negative; the more significant the HHI index, the lower the degree of diversification. Therefore, dDiversified operations can significantly improve the performance level of tourism enterprises. At the same time, more and more companies are increasingly beginning to implement diversified operations, which may be due to factors such as taking into account the risk-sharing, increasing the company's reputation, improving the efficiency of surplus capital utilization, enhancing domestic market competitiveness, and conforming to domestic market economic system reforms.



Table 6. Model regression results
	
	Mixed regression
	Random effects regression
	Dynamic panel regression

	variable
	Model one
	Model two
	Model one
	Model two
	Model one
	Model two

	L.ROE

	
	
	
	
	0.351***
（10.52）

	

	L.Pro

	
	
	
	
	
	0.023*
(1.71)

	HHI

	-12.428***
(-4.52）

	-21.655**
(-2.59)
	-9.361***
（-2.92）
	-22.067**
（-2.38）
	-4.631*
（-3.14）
	-16.138***
（-4.92）

	Div

	3.523**
（2.23）
	8.255*
(1.96)
	3.700*
（1.11）
	8.186*
(1.27)
	3.487**
（3.12）
	10.026***
（6.21）

	Age

	-2.454*
(-1.82)

	-0.32*
(-1.24)
	-0.239*
（-0.64）
	-0.230*
(-0.42)
	-0.214*
(-1.26)
	-2.011*
（-1.52）

	Top

	0.080**
(1.97)
	0.083***
(0.74)
	0.093*
（0.80）
	0.078*
(0.35)
	0.066**
(2.08)
	0.139*
（1.80）

	LIQU

	0.184**
(2.35)
	1.026***
(3.29)
	0.211*
（1.79）
	1.080***
(2.93)
	0.232***
(18.48)
	0.913***
(9.32)

	Constant term
	10.530**
(2.34)
	10.229*
(0.86)
	7.817*
（0.70）
	10.655*
(0.47)
	4.194*
（0.91）
	34.451*
(1.35)

	R-squared

	0.217

	0.154

	0.060

	0.079

	
	

	AR (2)

	
	
	
	
	0.319

	0.322


	Hansen test p-value

	
	
	
	
	1.000

	1.000



Note: *** means significant at the 1% level, ** means significant at the 5% level, * means significant at the 10% level	
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Conclusion and Suggestion
[bookmark: _Toc69237400](1) Conclusion
Diversified operation is positively promoting the improvement of the performance level of tourism enterprises. Based on the empirical analysis of the sample companies from 2010 to 2018, this research  study  shows that the regression coefficient of the Herfindahl index (HHI) and corporate operating performance is negative., Further, tand the relationship between the Herfindahl index and corporate diversification is converse changes in the opposite direction, so  there is a significant positive correlation between the diversification degree and corporate performance, and therefore diversified operations conclusively  fostering  the development  of corporate performance.
There is a widespread phenomenon of Ddiversified operations has become widespread in Chinese companies. On the one hand, due to the external environmental attributes of the company and the development of the company itself, the listed tourism companies have chosenchoose a diversified operation strategy. On the other hand, other external factors, such as increasing the visibility of enterprises, sharing risks, expanding financing channels, and enhancing competitiveness in the domestic market, have also prompted enterprises to develop diversified operations. The choice of a diversified business strategy for a company entailsmeans that the company has begun to conduct business in multiple areas outside the scope of an industry. This is also a strategy for the company to expand its business scope. When an enterprise chooses a corresponding method to achieve a diversification strategy, it should comprehensively consider its internal and external circumstances and other relevant factors to achieve its expected goals.
[bookmark: _Toc69237401](2) Suggestions
This studyresearch article combines relevant literature and empirical analysis with listed tourism companies as a sample and proposesuts forward the following suggestions:
First, focus on cultivating the core competitiveness of enterprises. Core competitiveness is essential to the survival and development of an enterprise. An enterprise should focus on its core business and invest a large amount of manpower, material, and financial resources to further enhance its production scale and market share. Only when the core competitiveness is enhanced to a certain extent canthen  an enterprise can develop other businesses. When expanding new business, companies should pay attention to maintaining the dominant position of the core business, pay attention to the appropriate deployment of internal resources in each business, and avoid blindly expanding new business and pursuing enterprise scale.
Second, reasonably control the degree of diversification. Under the combined effect of rapid economic development, rising people's income levels, and social concepts in the new era, people's motivation to travel has dramatically increased, and the tourism industry has ushered in new development opportunities. Tourism companies should combine their internal and external environments, make rational choices, and notthoughtlessly enter unfamiliar areas within the scope of their capabilities thoughtlessly. In addition, companies should appropriately carry out related diversified businesses and non-related diversified businesses, while also developing other businesses based on their own needs and remaining capabilities.
Third, choose the right time to develop the diversified operations. Enterprises should fully consider the status of the industry and their own development needs and correctly evaluate the internal and external conditions of the enterprise. When developing new business, companies should thoroughly consider whether the funds, technology, and management of the primary  business can be easily used in the new business and whether the company will lower the original performance level as a result. In addition, companies should also consider whether they can further develop their primary  business.
FFinally,ourth, choose the appropriate type of diversification. By looking up the relevant literature, we can see that non-related diversification will essentially have a negative impact on the company's business performance. The weaker the relationship between the newly expanded business and the primary business, the lower the possibility of business success. Therefore, it is recommended this research work believes that companies should increase the proportion of related diversified businesses as much as possible. 
Notes 
1. According to scope economic theory, diversification can benefit from utilizing the company's strong points and help it realize the resource-sharing and synergy effects (Teece, 1980).
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