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ABSTRACT

The paper discusses how to boost corporate value systematically based on the

theory of the five elements in traditional Chinese culture; firstly, the categorization

and analogy approach from the theory of the five elements is applied to make the five

elements correspond to the five major factors influencing corporate value: metal,

wood, water, fire, and earth, correspond to business innovation, financial capability,

operational efficiency, competitive barriers, and comprehensive capacity,

respectively, and the logical relation in these five elements is described and

explained according to the principle of inter-promoting relation in the five elements.

Continuous business innovation will bring about the improvement of operational

efficiency, which in turn will be directly reflected in the growth of financial

indicators, thereby providing an enterprise with the performance growth and cash

flow guarantee; depending on a better profitability, the enterprise is capable of

attracting and accumulating resources such as talents and capital, gaining

competitive advantages and forming competitive barriers, as well as promoting the

improvement of comprehensive capabilities and the cultivation of corporate culture;

in addition, the improvement of corporate atmosphere can promote innovation more

effectively, and thus boost corporate value systematically.

Moreover, inspired by neural networks, the paper establishes an umbrella

corporate value scoring system by combining it with the M-P neuron model, which

is composed of the umbrella chart of corporate value scoring and the five-element

neural network evaluation model. With respect to an enterprise, the five factors can
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be scored after an analysis is performed on its financial reports, industry rankings,

corporate announcements and other information, and a five-dimensional umbrella

radar chart can clearly present the performance of each factor influencing its value;

the industry average is taken into account in scoring, the umbrella chart of each

enterprise is not isolated but comparable because they all establish a certain

connection with the industry; the five-element neural network evaluation model is

regarded as a tool to facilitate enterprises to calculate the corporate value score, also

with the help of the initial scoring of each element. The score reflects the

inter-promoting relation principle of the five elements and can show how much each

element can contribute to the improvement of the corporate value under the mutual

influence, thereby highlighting the concept of systematic boost of corporate value.

In this paper, the five elements analysis theory is applied to analyze the five

enterprises: Ali Health, Wal-Mart, Tesla, Kweichow Moutai, and Haidilao, and find

out the advantages of each company by making use of the inter-promoting

relationship between the promoting elements, promoted elements and advantageous

elements, and conclude their shortcomings of the companies and provide

development suggestions.

Finally, this paper explores the application method of the principle of

inter-restricting in case analysis, i.e. developing the elements restricting

advantageous elements, and promoting the systematic boost of corporate value from

the perspective of balance. This chapter also expands the theory of the five elements

from a company to the whole industry, and established a three-level classification
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system of "industry-segment -company". Each company in industry has its own

advantages and it is unavailable to extract the advantageous element in the whole

industry. However, in the process of dividing the industry into multiple segments,

the present research concludes that the leading enterprises in each segment represent

the future development trend of the field to a certain extent. The advantages of this

enterprise tend to represent the advantages of this field. As a result, the leading

enterprises can obtain various high-quality resources in the industry, which is helpful

to further boost their corporate value.

Keywords: theory of the five elements; neural network; corporate value;

systematic
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CHAPTER 1

INTRODUCTION

1.1 Background

In the past few decades, the business organization and management system of

enterprises have changed greatly. The digital transformation of enterprises and

maximization of corporate value has increasingly become the development direction

of enterprises; the management ideology, based on scale and market share, has been

challenged, while their management objectives have been transformed from simple

profit maximization and scale maximization to value maximization.

There are many factors that can affect corporate value, including macro

factors such as government control, differences in market and legal environment,

business innovation, value assessment, financial objectives, investment, financing,

and capital structure adjustment. corporate culture, organizational form, and other

factors; as well as micro factors such as product pricing and market competition,

employee recruitment, incentive methods, research & development costs, advertising

costs, innovative investment, etc.. Faced with many factors, how do managers boost

the value of their enterprises? Improving financial management, changing the asset

structure, and introducing equity investments? Recruiting outstanding employees, or

changing the incentives for managers? Investing more in R&D and advertising, or

strengthening the construction of corporate culture? Each approach has been proven

by typical successful cases, but cannot be used as a one-size-fits-all solution to

success. In the real business activities, facing the complex market environment and
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social environment, how to sustainably enhance the corporate value has attracted

many eyeballs.

In the research on the factors influencing corporate value, international

scholars have focused on two dimensions: financial and non-financial factors. In

terms of financial factors, from the perspective of performance, financial indicators

mainly include profitability, operating capacity, solvency, etc. Both theory and

practice also show that the operating conditions reflected by the actual financial data

of an enterprise play a direct role in the evaluation of corporate value. In terms of

non-financial factors, they mainly include company size, innovation capacity, and

organizational structure. Antije Schimke believes that the level of innovation and

R&D investment has a certain contribution to boost of corporate value and that

corporate value generally shows a positive relationship with R&D intensity.

Corporate value is a relatively new concept in China, and From the

emergence of this concept to the present, only a few decades have passed. The

theory of corporate value is a systematic theoretical system, which is rich in

connotations and there are many factors influencing corporate value; identifying an

effective path to boost corporate value is truly helpful in maximizing corporate value.

Scholars Ma Huafeng and Yin Guanlin propose in their paper that corporate value

should include economic efficiency indicators reflecting the profitability, production

factor planning & management capacity and development capacity of enterprises;

human resource indicators reflecting the strength of enterprise talents, their

development capacity and cohesiveness; indicators reflecting the quality level of
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goods and after-sales service; social contribution indicators reflecting the social

contribution rate and social accumulation rate; and indicators reflecting indicators of

ecological environment. The best, average, median and worst values are then

calculated as per the available information in the industry, based on which a

comprehensive evaluation of the corporate value is performed.

As mentioned above, at this stage of research, the main subject of

demonstration is two to three factors influencing the boost of corporate value, such

as the impact of enterprise digitalization on corporate value boost, or the impact of

enhancing human capital capacity on corporate value boost, or the impact of

enhancing internal management on corporate value boost. However, as an integrally

operating system, it is necessary to study the impact of each factor on corporate

value at a holistic level.

1.2 Significance

The discussion on boosting corporate value has become one of the important

research directions in management by objectives (MBO), and the scholars are

making deeper and more specific research on boosting corporate value, and the trend

of development has changed from individual factors influencing corporate value to

holistic boost, and the MBO methods have become more diversified and

comprehensive. The topic has research significance in the following aspects:

This paper applies the five elements to corporate value boost in matching the

essential characteristics of metal, wood, water, fire, and earth with the five core

factors influencing corporate value. The theory of inter-promoting relation in five
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elements establishes a natural connection between these five factors, which is

different from traditional management methods. The inherent logical connection can

promote harmonious development within the entire system, and then achieve the

ultimate goal of corporate value enhancement.

On the one hand, it continues to develop traditional Chinese philosophy

through categorization and analogy, expands the scope of application of the theory of

the five elements to cover modern society beyond the field of Chinese medicine, and

further develops traditional Chinese thought in corporate governance. On the other

hand, systematic thinking increases an enterprise's management methods, so that the

factors influencing the change of corporate value are no longer isolated from each

other, but form an organic whole, which is conducive to self-finding and making up

for shortcomings, preventing it from losing its original competitive position in the

highly competitive market; moreover, it is helpful for an enterprise to further identify

and bring into play its competitive advantages, break the internal balance, and make

a certain element ahead of the industry average level, thus increasing industry

competitiveness and driving the development of the whole industry.

1.3 Research Content And Methods

1.3.1 Research Content

The paper links the theory of the five elements with the five core elements

that promote a boost of corporate value; and further demonstrates how the five core

elements influence and promote each other, thus boosting corporate value as a whole,

from a perspective of system theory and the insight of capital strategy. In this paper,
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the connotation characteristics of the five core elements are analyzed and used to

demonstrate the reasonable logic of their interaction to promote the overall value

through the theory of five elements, and many enterprises are selected for empirical

research on the basis of this theory to find out the path to promote the sustainable

growth of corporate value.

Specifically, the five elements: metal, wood, water, fire and earth are

matched to the five factors that influence corporate value, through the characteristics

of the five elements. The element Metal is characterized by clearing and changing,

and symbolizes change and innovation; Wood is characterized by bending and

straightening, and symbolizes resource development; Water is characterized by

moistening and descending, and symbolizes operational efficiency; Fire is

characterized by flaring up and symbolizes competition and upward mobility, and

Earth is characterized by sowing and reaping and symbolizes solid foundation. The

five-element analysis framework model is shown in the following figure:

Figure 1 Five Elements Analysis Framework Model

Metal promotes water: continuous business innovation will bring about an

increase in the efficiency of business operations, making the entire production and

Metal
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Important as

metal Inter-promotingInter-promoting
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Corporate
culture
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Operational
efficiency
Smooth as
waterCorporate value

boost
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Fire
Competitive
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Growing vigo
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Financial
capability
Developing
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woodInter-prom

oting
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sales chain more fluid and efficient; water promotes wood: the effect of improved

operational capacity will be reflected in the growth of financial indicators such as

profit levels, which maintains the cash flow’s stability and sustainability; wood

promotes fire: As better profitability will attract more talent and capital and other

resources, the aggregation of resources can further enhance the competitive barriers

of enterprises, making them gain an upward advantage in business competition; fire

promotes earth: After an enterprise establishes its own core competitiveness, its

comprehensive capacity will be improved, the innovation atmosphere, as well as the

innovation culture, will be formed; in addition, both the comprehensive strength and

comprehensive capacity will be further improved; earth promotes metal: the

improvement of comprehensive capacity lays a good foundation for the next round

of business innovation, and constantly promotes in-house business innovation. Such

an increasingly positive cycle will bring continuous value improvement to an

enterprise.

1.3.2 Research Methods

In the research process, literature analysis, theoretical analysis, and case

study methods will be employed as a way to explore the application of the theory of

the five elements in boosting corporate value systematically.

Literature analysis method: The literature is an important source for article

selection, research methods, and research ideas, and it is helpful in organizing our

thoughts in research. In addition, the literature research method provides us with

research tools, theories, and other basis. In the present research, the literatures
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related to boosting corporate value have been read extensively to inspire thoughts

and determine the research content and framework.

Theoretical analysis method: On basis of the literature reading and research

on the basic theories and existing studies, the research thoughts were organized in a

structural manner, and the elements that influence the boost of corporate value were

determined and identified; finally, five influencing factors were selected to prove the

sustainability of their influence paths, by combining the traditional Chinese theory of

"five elements".

Case study method: The theoretical analysis section hereof was further

justified and demonstrated by research on the causes of changes in corporate value of

representative enterprises and mutual promotion and constraint effects of each factor.

1.4 Research Framework

Chapter 1: The Introduction chapter clarifies the background, significance,

research methodology, research framework and innovation highlights of the paper.

Chapter 2: The chapter reviews domestic and international literature related

to the theory of the five elements and corporate value; focuses on the development

and application of the theory of the five elements, factors influencing corporate value,

financial management objectives, methods for boosting corporate value, and

systematic boost of corporate value.

Chapter 3: the chapter introduces the theory of the five elements and the

factors influencing corporate value, and on this basis, it builds a systematic research

framework of inter-promoting relations: the five elements analysis framework.
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Chapter 4: By combining the theory of the five elements with the M-P

neuron model, an umbrella-shaped corporate value scoring system is proposed,

which is composed of two parts: The five-dimensional umbrella-shaped corporate

value score chart, which directly shows the development of each element of the

enterprise, and the five-element neural network evaluation model, which quantifies

the relationship between each element of the enterprise, and finally obtains the

corporate value score.

Chapter 5: Taking typical companies as case study objects, the chapter

analyzes the five influencing factors: business innovation, operational efficiency,

financial capability, competitive barriers, and comprehensive capacity in the process

of boosting corporate value, and on this basis, further analyzes the strategies and

tactics adopted by these enterprises in the process.

Chapter 6: The sixth chapter further expands the analysis framework of the

theory of the five elements, from the principle of inter-promoting to the principle of

inter-restricting, from the company level to the whole industry level, and takes the

medical industry as an example for analysis and interpretation.

Chapter 7: the research findings of the paper are summarized, and

suggestions are made for the future development of companies; moreover, the

chapter proposes the paper’s shortcomings and gives an outlook on the future

research directions.

1.5 Innovation Highlights

The possible innovation of this topic is to broaden the scope of application of
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the theory of the five elements and to enrich the method of the systematic boost of

corporate value, in the following two dimensions:

This paper innovatively introduces the theory of the five elements into

company management activities and constructs a set of five elements analysis

framework models that can be applied to boost corporate value. The natural

connection and internal & external balance among the elements within an enterprise

are not available in other company management theories and methods, and this paper

also proves the effectiveness of the theory of the five elements framework, through

theoretical analysis, case studies and empirical tests.

In addition to the logical relationship between the factors within the model,

this is also a systematic approach for boosting corporate value. The model requires

that the five factors influencing corporate value should not be lower than the industry

average, otherwise the shortcomings will hinder the boost of corporate value, and the

inter-promoting relationship between the factors is different from the isolated

relationship concluded in previous literature that analyzes the impact of single or

multiple factors on corporate value enhancement. In the paper, these five factors can

be regarded as a whole, and only an inter-promoting relationship enables corporate

value to be systematically boosted.

It is shown from the research model, that this paper constructs an umbrella

corporate value scoring system based on the theory of the five elements and the M-P

neuron model; the development status of each element of the enterprise and its

position in the industry can be observed intuitively from the umbrella corporate
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value scoring diagram, and the advantageous elements and disadvantageous

elements are also clearly presented; in addition, the five-element neural network

evaluation model can be used to calculate the corporate value scores, thereby making

corporate value comparable in form of quantitative value. This is a triple innovative

combination of the theory of the five elements, the neural network model and the

corporate value boost approach.
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CHAPTER 2

REVIEW OF LITERATURE

2.1 Theory Of The Five Elements

Historically, the theory of five elements is an integral part of traditional

Chinese thoughts. Shangshu·Hongfan (Book of Documents · Great Law), an early

political and philosophical literature in China, first expounds on five elements. It

puts forward nine types of political rules that rulers should follow, namely

“Hongfan’s nine domains”. The first domain involves the five elements of metal,

wood, water, fire and earth. The so-called theory of five elements refers to the

movement and change of five elements. Chi Xiwen (2021) [1] believes that the

definition of five elements in Hongfan contains ideological connotations in “the way

of heaven”, “politics” and “people’s livelihood”. The distinctive characteristic of the

five elements comes from, but transcends metal, wood, water, fire and earth. This

concept of materiality tends to appear abstract in the Western Zhou Dynasty, and

even mysterious in the Han Dynasty. It was not until the Spring and Autumn Period

and the Warring States Period that the theory of five elements was developed and

continued (Wang Cong & Kang Zhen, 2018) [2]. Before then, the five elements solely

referred to the five separate natural objects instead of an organic whole. Thus, it was

called the five elements, but not the theory of five elements. Different from Hongfan,

which only recorded the properties of the five elements, the Spring and Autumn

Period and the Warring States Period associated with the five elements, five

orientations, five colors, five seasons, five tones, five odors, five insects and other

“five”s. At that time, the theory was mainly based on the inter-restriction of the five

elements, and the inter-promotion of the five elements had not come into
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being(Huang Kaiguo, 2022) [3]. At the end of the Warring States Period, Lu’s Spring

and Autumn Annals first put forth five elements theory based on their

inter-promoting and matched them with four seasons according to their order of

promoting(Masami Tanaka & Qin Qi, 2016) [4].

Later, the five elements theory has penetrated into various disciplines, of

which the most notable one is its combination with medicine. Through metaphor,

reasoning and analogy, it has given birth to the Huangdi Neijing

(The Inner Canon of Huangdi) , the cornerstone of traditional Chinese medicine.

Together with the theory of vital essence, the theory of Yin and Yang, the five

elements theory has constituted to the three basic philosophies of traditional Chinese

medicine(Gao Bo & Cui Meng, 2011) [5]. Although superstition was composed of the

same ingredients, thousands of years of clinical experiments have proved the validity,

value and scientific nature of the combination, which is why they were inherited and

developed (Meng Qingyun, 1991) [6].

Today, scholars attempt to integrate the theory of five elements into business

management. Wen Li(2011) [7], utilizing the theory to construct the senior

management team, believes that while excellent entrepreneurs may be at ease in

strategic management, such people are rare to find, and they also come with

problems like centralization. The solution is to divide the power. Only when a

management team is appropriately formed, can its members draw strengths from

each other, head towards mutual benefits, and keep the company running for a long

time. The innovative suggestion that a senior management should be composed of

people of the five elements, and that the five elements of metal, wood, water, fire

and earth correspond to production, sales, finance, overall planning and R&D after

matching the personalities with job requirements, was not adopted due to the

javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
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difficulty to evaluate the decisions made by the team. Zhang Hongwu and Huang

Wenlong,(2021)[8]focusing on the research and development of medicine,

correspond the five elements with entrepreneurs of administration, technology

development, capital integration, marketing, and manufacturing based on analogy.

They also discussed the influence of various kinds of entrepreneurs on the research

and development of medicine. We can find that the method they adopted are the

same as that of Wen Li, but the conclusion is different and there is a lack of

empirical data. The research of Wang Fengbin and others (2018) [9]also mentioned

that the team formed according to the five elements theory is an organic whole. Each

element is organized and arranged in a way that two adjacent elements reinforce

each other while one element checks the one in its opposite position. In the dynamic

evolution of enterprise organizations, they found humanity, situation, opinion, mode,

system promoting and restricting each other. They provided new perspectives for

enterprise management with analysis of Haier and IBM.

Therefore, merging the traditional thoughts with modern science is a trend to

inherit and develop traditional Chinese culture. The theory of five elements takes the

method of analogy and deduction, a method popular in relevant literature materials,

which attempts to comprehend and reflect the changing laws of the world, relying on

metaphors, symbols, associations, reasoning and other means. Generally speaking,

current studies focus on Chinese medicine and enterprise management. The former

has gained relatively mature theories and empirical analysis, but there are few

studies in the latter. Besides, since each article focuses on different points, there is no

systematic theory and the limitation is mostly the same: although there are analyses

of individual cases, most of them lack empirical data. In future studies, it should be

avoided to use excessive metaphors and reasonings in order to forcefully involve the
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five elements theory. Rather, we should respect the inherent law of the world and

explore the truth in real practices.

2.2 Factors Influencing Corporate Value

In the research on the factors influencing corporate value, scholars have

focused on two dimensions: financial and non-financial factors. At the early stage of

research in this field, many scholars screened and identified financial indicators

significantly related to corporate value for analysis, for example, scholar Li Lixin

(2007) [10] analyzed corporate value from six financial perspectives: capital structure,

equity structure, corporate governance structure, M&A and restructuring, surplus

management, and information disclosure. Liu Wei (2009) [11] applied Tobin's Q to

measure the value of China's listed companies and conducted a Pearson correlation

analysis between them and each factor indicator, and as per the empirical results, he

ranked these indicators by their influence on the corporate value. The most important

is the composite factor, followed by the growth potential, solvency, profitability and

governance structure factors. In the similar research focusing on financial indicators,

Li Xianfeng (2010) [12] concluded through empirical analysis that corporate value is

better reflected in a regression model consisting of total net asset margin, liquidity

ratio, asset size, net profit growth rate, and quick ratio, and he also proposed that

profitability, growth capacity, and equity concentration all showed a positive

correlation relationship with corporate value.

The indicators for assessing corporate value changed from financial

indicators to a combination of financial and non-financial indicators in the

subsequent development; in addition, each indicator was subdivided and the scope of

corporate value theory research was expanded and deepened. It is shown from the

research results by Jiang Yihong and Wei Gang (2001) [13] that the proportion of
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profit from the main business largely determines the profit quality and financial

capability of enterprises, and this indicator has a significant positive correlation with

corporate value. Regarding the relationship between working capital holdings and

corporate performance, some scholars believe that they are positively correlated

(Kong Ningning et al., 2009) [14], while others hold the opposing view that they are

inversely correlated (Wang Liang, 2012) [15], but Gu Ting and Lu Ningwen (2018) [16]

after an empirical analysis on SMB listed companies, found that the relationship is

not linear, but inverted U-shaped, implying that there is an optimal level of working

capital management. For capital structure, no consensus is reached among scholars,

Gao Jie (2015) [17] concluded that the greater the gearing ratio, the greater the

corporate value by regressing financial data of automotive companies, but this

conclusion was not proved in China's construction industry, instead, the gearing ratio

of the companies was negatively correlated to their performance (Lin Lin, 2015) [18].

In addition, Feng Yaoyao (2015) [19] discussed that corporate value maximization is

the best approach to find the optimal capital structure and that enterprises need to

compare investment returns and financing costs when financing to achieve the

corporate's business management objectives.

In terms of non-financial factors, on one hand, Sun Yuanhui (2012) [20]

believes that corporate culture has become the core value of a company in the fierce

market competition, and an excellent corporate culture is certainly capable of

creating and enhancing corporate value by reducing corporate transaction costs and

conversion costs. On the other hand, Zhang Junquan (2013) [21] analyzed corporate

culture from four perspectives: material culture, brand culture, team culture, and

spiritual culture. In the relevant literature materials on corporate culture, literature

research, interview, questionnaire, and case research methods were mostly used to
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elaborate the authors' insights, focusing on the problems related to corporate culture

and how to build corporate culture, but they rarely can prove how much corporate

culture affects corporate value. Liu Henan (2016) [22] summarizes the non-financial

factors that can have an impact on corporate value, including the overall economic

situation, the future development and prospects of the industry in which the

company operatesthe distribution and voting power of its shareholders, and the

incentives for employees; the first two are macro factors, faced by all competitors in

the same; but the last two factors are related to the enterprises, and can be controlled

and improved by them. In addition, technological innovation is one of the important

non-financial factors, and the studies by Zhang Xianfeng (2012) [23] and Qi Yongjun

et al. (2022) [24] have shown that technological innovation helps to increase corporate

value, but generally, companies on the GEM market in China cannot innovate

independently, resulting in their poor growth. Overall, researchers in China have

focused on selecting the financial data of China's listed companies, mostly using

linear regression for empirical testing, showing different empirical results for

enterprises in different industries and at different stages.

Foreign corporate value theories are divided into two stages: the stage of

classical theory of corporate value assessment and the stage of modern corporate

value theory (Liu Wei, Liu Sheng, 2015) [25]. The former stage contains Irving

Fisher’s capital value theory and the Modigliani-Miller theorem proposed by

American economists Modigliani and Miller in the article "Cost of Capital,

Corporate Finance and Investment Theory". In his article "The Nature of Capital and

Income", Fisher proposes that the value of capital is equal to the discounted value of

future income, i.e., the value of the corporate is the present value of future earnings

discounted at the discount rate. The Modigliani-Miller theorem does not take into
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account corporate taxes and considers that the market value of any corporate is

independent of its capital structure, while the modified Modigliani-Miller theorem

states that debt can save tax and exert a tax shield effect, therefore debt can increase

the corporate value and the higher leverage ratio is beneficial to an enterprise. In

reality, debt is not risk-free as assumed, and there are risks and costs associated with

debt, such as interest and bankruptcy costs. The main theories in the second stage are

core competitive advantage theory, intellectual capital theory, principal-agent theory,

and economic value added theory, emphasizing the influence of non-financial factors

such as core competitive advantage and human capital on corporate value.

Gioacasi Diana (2015) [26] believes that corporate value is the result of the

interaction between financial and non-financial factors, but with the development of

the knowledge economy, the contribution of financial factors to enterprises is

becoming smaller and smaller. In recent years, studies in relevant literature materials

have paid more attention to non-financial factors. Jing et al. (2013) [27] provide an

alternative way of thinking about the factors influencing corporate value, by

conducting research from a behavioral finance perspective. The negative and

conservative psychology of entrepreneurs may reject investment in risky projects but

with positive returns, thereby leading to a decrease in corporate value. Patricia and

Le Bas (2015) [28], based on an empirical analysis of the healthcare and electronics

industries, concluded that by increasing R&D investment and intensifying innovative

technologies, enterprises can reduce production costs, enhance market

competitiveness, and increase corporate value. Liu et al. (2018) [29] also made similar

conclusions. There is a significant positive correlation between R&D investment and

corporate value. Moreover, the management degree of organizational capital

determines not only the company's capabilities but also the ultimate value of the
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company and a wide range of stakeholders. By designing a structure of managerial

responsibility and level of innovation, enterprises can take advantage of revenue

growth opportunities, maintain innovation, expand profits, and increase their free

cash flow and long-term corporate value (Miles, Clieaf, 2017) [30]. Some studies also

revealed the impact of corporate carbon performance and carbon disclosure on

corporate value; concluded a positive impact relationship between the two by

measuring carbon performance through representative and quantifiable indicators

(Huahong Yan, et al, 2020) [31]. By contrast, developed countries’ researches in this

field are more mature, closer to policy and theoretical development, broader and

deeper in scope, and more diverse and practical.

2.3 Financial Management Objectives

In the past decades, the business organization and management system of

enterprises have changed greatly, and the digital transformation of enterprises and

maximization of company value have increasingly become the development

direction of enterprises, and the management ideology, based on scale and market

share, has been challenged, and their management objectives have been transformed

from simple profit maximization and scale maximization to value maximization.

According to Han Dejing and Wang Jiuxia (2007) [32], profit is a simple measure of

operating results over a certain period and a convenient and intuitive reflection of a

company's operations. The advantage of such an objective lies in the fact that it is

easy to operate, easy to implement, with clear and visible quantitative indicators, and

through performance evaluation, it can better motivate employees and make the

economic production of the company to be aligned with maximizing economic

returns (Yang Siwei, 2021) [33]. In the early days, "profit maximization" was

generally considered the financial management objective of enterprises, but its



19

drawbacks became more and more obvious. It does not reflect the correlation

between operating results and the amount of invested capital, that is, it ignores the

scale factor, and thus cannot fully reflect the fund utilizing efficiency.

Some scholars believe that the financial management objective of a company

should be to maximize shareholders' wealth. It reflects both the maximum market

value of the whole company on the stock market and the objective external

evaluation on the company while enabling the goals of corporate owners and

management to be aligned, but the objective of profit maximization does not

necessarily lead to maximizing shareholder wealth, which is also associated with the

size of liabilities, dividend distribution, etc. (Cheng, 2004) [34]. The idea of financial

management, placing the interests of corporate owners in the first place and taking

the enhancement of the company's share price as the ultimate objective of operation,

is beneficial to the protection of shareholders and the enhancement of shareholders'

interests (Niu Jun, and Niu Chunxia, 2009) [35]. For the purpose of companies that

have been listed, shareholder value can be directly reflected in the value of the stock,

and the market share price also includes the factor of corporate business risk (Yu

Weiping, 2022) [36]. However, the objective of "maximizing shareholder wealth” in

corporate financial management has been questioned by some scholars. They argue

that the financial management idea of maximizing shareholder wealth focuses too

much on the interests of shareholders and ignores the interests of other stakeholders

such as creditors and customers, and the conflicts between shareholders and other

stakeholders make it difficult to achieve the objective of maximizing shareholder

wealth (Zhu Yuhong, 2009) [37].

In addition, some other scholars have suggested maximizing corporate value

as the ultimate objective of financial management, and maximizing corporate value
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can be defined as: To maximize the long-term development and corporate value by

formulating the best financial policy based on the relationship between the time

value of capital and the risk and reward, ensuring the financial operation, and

satisfying the needs of stakeholders. It can be shown that maximizing the value of a

company is a comprehensive evaluation indicator that considers the impact of time,

return, and risk on the company's future cash flows, and a company with higher

corporate value provides better returns to stakeholders such as shareholders (Jiao

Yanru, Zhang Ye, 2020) [38]. The objective that considers stakeholders may increase

the attractiveness of the company to its partners, contribute to market effectiveness,

and also enable a stronger linkage between corporate objectives and management

systems (Crabb, 2012) [39]. In his book “Corporate Finance”, Ross (Ross, 2017) [40]

also clearly proposed that financial management with the objective of maximizing

the corporate value is the only way to ensure the long-term development of the

company, and he elaborated on the drawbacks of maximizing profits and

maximizing shareholders' wealth, respectively, and on this basis, he concluded the

current financial management goals that companies should pursue - maximizing the

corporate value, taking into account the time value of money, risk and reward, to

avoid the problems of the first two. Wei Lei (2009) [41] suggests that as corporate

value takes into account the multilateral interests of the enterprise, it is a discount on

the future earnings of the enterprise and can reflect the future profitability of the

enterprise, which leads to the limited operability in maximizing corporate value

because the future profitability and rate of return are subjective estimates based on

current data and future development prospects. Xu Liangguo (2010)[42] proposed the

idea of "maximizing corporate value" for financial management in China, which is a

viewpoint more in line with the general values and economic and social context in
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China. From the viewpoint of social environment, this is because enterprises in

China focus on the rights and interests of employees, the accumulation of wealth in

the society as a whole, and the coordination of the interests of all parties, while the

development of the economy is to achieve common development and prosperity, so

the objective of profit maximization is not suitable for China. From the viewpoint of

the market, the securities market of developing countries is not as developed as that

of European and American countries, and the maximization of shareholders' wealth

is oriented to share prices, so it is difficult for many companies to take it as a

measurement indicator, and thus it is not applicable either.

2.4 Corporate Value Management Methods

As further research related to the factors influencing company value and the

change of management objectives, management methods for corporate value,

performance and other measures have been gradually developed. Wang Huacheng

and Liu Junyong (2004) [43] believe that corporate management methods can be

divided into three stages - financial model, value model and balance model. Initially,

managers preferred to use traditional financial indicators to measure a company's

business performance, and the assessment method was suitable for profit

maximization-oriented companies. Breaking down and comparing financial

indicators can identify problems in a company's operation, and judge and analyze the

company's operation from different perspectives, thus helping the company to

compare its financial indicators with the past indicators and with companies in the

same industry with similar operations, thereby providing a reference for investment

decisions. The evaluation system has its own drawbacks: overemphasizing the

current operating efficiency, which can easily lead to the pursuit of short-term

interests and short-sighted behavior, thus influencing the company's pursuit of
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long-term and potential interests, and the financial evaluation indicator system can

be easily manipulated, resulting in false prosperity of corporate performance (Luo

Chengde, Zhao Xia, 2009) [44].

The value model developed thereafter takes the maximization of shareholder

wealth as the financial management objective, and its evaluation indexes are

adjusted financial indicators; the Stern-Stewart’s economic value added (EVA)

evaluation indicator is mainly used, taking the long-term planning objectives of the

enterprise as the performance evaluation criteria, compensating for the

short-sightedness of traditional financial indicators, while taking into account the

cost of capital role, and emphasizing the shareholders' equity, therefore it can reflect

the profit that the enterprise can achieve for the capital contributed by the

shareholders, and measure the real performance (Wang Yuhan, and Li Yuju, 2021)

[45].

To outward seeming, the balance model mentioned by Wang Huacheng and

Liu Junyong (2004) [43] introduces the influence of non-financial factors on corporate

value compared to the first two models, while by its nature, it is a

strategic-purpose-based assessment system, which refers to a balanced relationship

between various indicators and fully reflects the expectations of each stakeholder

when selecting strategies and key indicators to achieve the corporate value

maximization. As mentioned earlier, non-financial indicators form a vertical

extension of performance management system and can reflect the ability and reasons

for value creation to some extent. In modern performance evaluation methods, the

combination of financial and non-financial indicators has become a development

trend. The organic combination of the two maintains the quantifiability and

operability of financial indicators, which can be matched by non-financial indicators,
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avoiding the possibility of focusing on short-term performance at the expense of

long-term benefits and ensuring the long-term profitability of the company. Another

trend lies in evaluating the corporate value from a strategic long-term perspective

systematically and making a comprehensive and integrated assessment, therefore the

indicators are interrelated and mutually constrained to jointly promote the overall

development (Luo Chengde, and Zhao Xia, 2009) [44].

Among the balance models, the balanced score card (BSC) is regarded as a

more representative method. In the early 1990s, Kaplan and Norton [46] first proposed

the BSC method based on their research on 12 famous companies with outstanding

performance, such as GE, DuPont, and Hewlett-Packard, and further developed the

BSC theory on this basis; in its subsequent development, the theory proposed that

the important success factors in the execution of company strategies should be

determined as per the performance evaluation indexes, symbolizing the upgrading of

the BSC from the theoretical research stage to the promotion and application stage.

Until 2000, the BSC had become popular internationally (Ruan Pingnan, Shao

Yaping, 2010) [47]. In China, the development of BSC theory originated from the

introduction of major international consulting enterprises after 1996, and after the

evolution of Mr. Kaplan's visit to China in 2002, the BSC became a new round of

management movement, following ERP and CRM. Since then, this idea and method

of strategic management have been widely applied in China.

The BSC approach is widely used in performance evaluation, and its

innovation lies in the systematic evaluation of enterprises from four perspectives:

financial, customer, internal process, learning & growth, which makes the tangible

and intangible assets of enterprises into a whole and enables meaningful links among

various indicators that can be independent of each other yet have some correlation
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(Rabbani, et al. 2014) [48], as well as helps companies implement their strategies

effectively. The BSC decomposes abstract and macro strategic goals into detailed,

measurable, and internalized indicators and implements them into specific work.

Subsequently, the BSC has evolved towards integrated strategy maps, and Bisbea

and Barrube (2012) [49] introduced the causality from multidimensional assessment

of performance to decision-making strategies, as well as an analysis of the

application of BSC in the medical field, thus concluding that the BSC has the

potential to contribute to strategy implementation through its internal

strategy-oriented evaluation. Suárez-Gargallo (2021) [50] studied the implementation

of the BSC in seven Spanish shoe companies through interviews and questionnaires,

and found that both financial and non-financial measures were represented as a

whole and in the BSC four, and were interconnected by causality, indicating a high

level of development in the BSC; companies with a high level of development can

identify and integrate intangible assets into the strategic management. It is concluded

from the research: In addition to laying the groundwork for a solid BSC, a period of

18-24 months allows for a smooth implementation, makes it possible to identify and

integrate sustainable measures into the BSC, and if causality is accurately recognized,

a strategy map will be easily established, allowing the strategy to be disseminated at

all levels.

However, in practice, it has been found that the traditional BSC does not

reflect the dynamic linkage of business processes and related indicators in the

organizational system, and can only assess the current operation of a company, but it

cannot provide the corresponding feedback on future performance, and it can’t be

reflected in the dynamic changes in the system. To make up for this deficiency, the

dynamic BSC based on system dynamics has been developed (Qudrat-Ullah,
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2009)[51]. System dynamics starts from the system and analyzes its dynamic

properties, which has similar characteristics to the BSC - with systemic thinking,

which is the basis that allows the combination. In addition, both the strategy map

constructed based on The BSC and the causality diagram of system dynamics can

demonstrate causality. The effective application of the BSC is limited by the

assumption of a unidirectional or open-loop structure of causality, ignoring the

nonlinearity and time lag of causality, while system dynamics, which is

characterized by high-order, nonlinearity, time-varying, and multiple feedback, can

compensate for the deficiency of the BSC and improve its dynamic performance

(Hui Shupeng, Zheng Yubao, 2016) [52]. The BSC can also be organically combined

with the EVA and ABC (Yan Mei, 2002) [53]. The EVA method is a management tool

that measures a company's performance, by deducting the cost of capital from the

company's after-tax operating profit, based on economic value added. The linkage

between EVA and BSC is reflected in the improvement of financial position; both of

them use financial indicators to measure the company's operations. EVA is applied

in the structure of BSC, taking into account not only short-term sales plans but also

long-term sales growth, which contributes to the continuous value creation of the

company. The ABC method is designed to provide a timely, accurate and relevant

costing method to compensate for the shortcomings of the traditional costing method.

The incorporation of the model improves on the traditional way of quantity-based

cost allocation, and allocates resources according to their causality with costs to

obtain a more accurate cost of products.

In addition to the BSC, some performance evaluation methods can also help

to increase the corporate value, such as key performance indicators (KPI),

360-degree evaluation, and management by objectives (MBO) (Qiu Weinian, Zhang
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Xinggui, and Wang Bin, 2008) [54]. Wei Bin (2019) [55] proposed that a company is

difficult to succeed today if it focuses only on strategic management and ignores

value management and that the 5C system can connect the three elements of capital,

assets, and funds, establish a closed-loop between capital structure, asset allocation,

fundraising, cash management, and advanced creation, thereby not only showing the

cyclic process of corporate value creation by linking capital with operations, but also

running through financial statements, by linking value management with financial

management.

2.5 Systematization, Digitalization And Corporate Value

According to the American management scientist Peter Drucker, "the

absence of goals is the root of all problems", the level of an enterprise's objective

management determines its ability to deal with problems, so objective management

is the first task of enterprises. Regarding how to achieve management by objectives

(MBO), Drucker introduces a three-step method:

formulation-decomposition-assessment. Finally, it is required to review, assess

objectives, take appropriate reward and punishment measures, and find the essential

causes of problems, as well as self-optimize by summarizing the advantages and

disadvantages. When applied to the current enterprises whose objective is to

maximize corporate value, the book "Management Practice" (1954) [56] fully reflects

the thinking of systematic promotion. Although Drucker's three-step approach does

not put forward how to specifically enhance and promote the factors that affect

corporate value, he gives solutions from a systematic perspective.

At present, the enhancement of corporate value does not lie in the overall

value increase brought by the enhancement of individual and independent

influencing factors, but managers value the systemic approach from the
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organizational perspective as a whole, and through the internal connection of each

element, the corporate value is ultimately enhanced. As mentioned in Drucker’s

book “Management Challenges for the 21st Century” (1999) [57], the spread of

information technology, the "new information revolution," will completely change

the significance of information for enterprises, not as a technical innovation but as a

conceptual change. Comparing traditional costing with activity-based costing, it

highlights the importance of results control, explains the information needed by

enterprises, and considers organizational information as the core resource.

Digitalization is based on informatization from informatization to today's

digitalization, from management level to business level, from efficiency issues to

effectiveness issues; informatization applies a single system or business and is

regarded as local optimization, while digitalization is not only a subversion of

traditional business but also a systematic perspective of managing and operating a

business, as overall optimization.

Many scholars have discussed the impact of digitization on corporate value.

Internet technology enables the foundation and platform for digitization, and the use

of this technology to enhance the core competencies can increase their competitive

advantage if compared to the application of Internet technology only in office

settings (Porter, 2001) [58]. Brynjolfsson et al. (2011) [59], based on research on 330

companies in the United States, found that data-driven productivity gains were

greater than those achieved by ICT, with approximately 5% higher results and a

positive impact on both financial and capital performance. Digital resources are a

part of business resources and their use in business activities can bring new profit

growth and thus more benefits to enterprises (Westerman, et al. 2014) [60]. Goldfarb

and Tucker (2017) [61] believe through the analysis from the user's perspective that
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digital technology can effectively enhance value supply and provide personalized

services to companies, based on consumer experience, consumption preferences, and

other factors, which helps to develop different pricing standards and achieve

differentiated pricing to both meet customer needs and improve profitability.

Diversified omni-channel marketing is realized with the help of digitalization, to

deeply analyze customers' consumption behavior, allowing marketing to be more

accurate and enhancing customers' consumption experience (Qi Yudong, and Xiao

Xu, 2020) [62]. Digitization is conducive to improving the ability of companies

essentially to collect and process information more efficiently and to a certain extent,

enhance their innovation capabilities (Guo Hai and Han Jiaping, 2019) [63]. In

addition to innovation capabilities, Qi Yudong, and Xiao Xu (2020) [62] added that

the development of digital economy also plays a driving role in the transformation of

corporate objectives and the innovation of governance structures, and to some extent,

influences the business management model of companies, and effectively promotes

the development of corporate strategy, corporate governance, and thus enhances

corporate value. In the research and analysis by Ji Xiangxi and Huang Ming (2022)

[64], using Shanghai and Shenzhen A-share listed companies as an empirical sample,

they concluded that the degree of digitalization has a significant positive effect on

corporate value creation and value realization.

In summary, digitalization has an all-around and multi-level effect on the

enhancement of corporate value, including strategic objectives, internal governance,

product innovation, customer service, operational efficiency, and other dimensions,

which further improves the comprehensive capabilities of enterprises and increases

competitive advantages. Its core thinking is to manage objectives from a holistic and

systematic perspective, pay close attention to the internal connections of enterprises
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and collect the information on the external environment, and finally achieve the

objectives.
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CHAPTER 3

FIVE ELEMENTS ANALYSIS FRAMEWORK

3.1 Analogy And Deduction In The Theory Of The Five Elements

The "five" involves the five basic substances of metal, wood, water, fire and

earth. The so-called theory of five elements refers to the movement and change of

five elements. The theory of five elements is a philosophy that describes the changes

and connections between these five basic substances; after the development of

abstraction, it gradually diluted these five substances and focused more on the

characteristics of substances and the interrelationship among them, evolving into a

methodology that can analyze and explain various phenomena in human and natural

worlds. The theory of the five elements aims to summarize things, through the

methods of categorization, analogy, reasoning and deduction, and reasoning as per

the essential properties of things, and then explore the interrelationship between

things, which broaden the scope of the five elements; this is just the theoretical basis

of this paper.

In the theory of the five elements, the methods of categorization and analogy

are to extract the properties, movements and changes of the five substances

(categorization based on manifestation), and to match everything to one of the five

substances according to its own characteristics (analogy), therefore the five elements

are used to study the interaction between things. This way of thinking focuses on the

whole and categorization rather than on the smallest details, because the

"manifestation" is universal and everything in the world can be analyzed and solved
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using this categorization criterion, on the other hand, it considers the whole picture

from a holistic point of view, and Chinese medicine theories that use this cognitive

tool can help us to understand the holistic. Chinese medicine theories match human

tissue & structure with the five elements and link human life with natural substances.

If the human body is considered as a whole, damage to one tissue of the body will

inevitably affect other tissues, leading to a disruption of the internal health balance.

It is worth noting that the categorization and analogy method is an inference

obtained by using the characteristics of things in analogy with the characteristics of

the five elements. It gives a quick and comprehensive approach for analyzing the

problem, but it is not a rigorous argument, and maybe the conclusion obtained is

only a possibility that may be confirmed or disproved, so it needs to be further tested

and demonstrated in practice so as not to be far-fetched.

The reasoning and deduction method aims to utilize the properties of the five

elements of the known things to deduce the properties of other things related to those

known things; analogy is the precondition to deduction, the five elements of the

natural world, such as the five climates, five steps, five colors, five tastes, are

determined by deduction method. Taking the five climates (wind, heat, humidity,

dryness, and cold) as an example, the essential properties of the spring season are

similar to those of wood, so under the analogy method, spring is matched with wood,

and the main climate of spring is wind, and so the wind can also be matched with

wood. By deduction, after induction and abstraction, things with the same attributes

can be classified into the five elements of wood, fire, earth, metal, and water, when
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these five attributes are assigned a broader and more abstract meaning, their inner

connection can be analyzed according to the theory of the five elements.

3.2 Correspondence Between The Theory Of The Five Elements And The Five

Factors Influencing Corporate Value

In this paper, the five factors influencing corporate value are divided into five

categories: wood, fire, earth, metal, and water, and the interrelationship between the

factors that contribute to the boost of corporate value are explored using the theory

of the interrelationship between the five elements. Shangshu·Hongfan (Book of

Documents · Great Law), an early political and philosophical literature in China,

records the attributes of the five elements "wood represents the growth form of trees:

the right and wrong branches, fire represents the rise of heat, earth represents

cultivation, metal represents innovation, and water represents moisturizing

downward and earth represents sowing and harvesting of crops", which is regarded

as an important basis for later interpretation of the attributes of the five elements.

"Water has the function of "wetting down" or “moisturizing downward”, i.e.

flowing downward, running downward, waster is soft in nature, nourishing

everything and helping other things, corresponding to the operational capacity of an

enterprise; it is capable of allocating the human and production resources of the

enterprise efficiently, closely linking the product production and service creation,

and integrating the entire production and sales chain of the enterprise. This element

constantly nourishes the other elements of the enterprise downward, bringing gain to

it, like water flowing.
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"Fire represents the rise of heat"; things and phenomena categorized as the

fire attribute have the characteristics of high enthusiasm, upward and aggressive,

glowing and hot; among the value-related factors, the competitive barriers can be

categorized as a fire factor: fierce competition, strong competitive barriers and

competitive advantages drive the enterprise to develop aggressively, like a fire.

“Wood represents the right and wrong branches”: the growth of trees can be

reflected in curved or straight appearance, with the main trunk growing straight

upward and the branches and leaves expanding outward in a zigzag manner; a tree

has opening branches and spreading leaves, stretching and flexing freely,

representing the endlessness of life. This growing power of the tree is similar to

financial capacity, financial activities shall be rationally planned, controlled and

coordinated to ensure stable cash flow for the enterprise, generating profit with

capital resources and reflecting the vitality of the enterprise; an enterprise can

develop upward and outward around the backbone of corporate value as if growing

trees.

"Metal represents innovation": the metal has two qualities of obedience and

change, tough and strong, soft or rigid, this understanding comes from the metal

material that can be produced and processed into various shapes and made into

various appliances as the human being needs. Anything that has such characteristics,

such as business innovation, can be categorized as a meta element. Innovation

according to the needs of enterprise stakeholders (such as business model innovation,

management method innovation, technological innovation, etc.), on the one hand, is
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manifested as obedience, on the other hand, is manifested as change, Not one of

them can be dispensed with. Innovation is as important as metal, innovation behavior

without considering the needs is not a real innovation, and is not conducive to the

boost of corporate value.

"Earth represents sowing and harvesting of crops”: The land is the carrier of

human agricultural activities and is the material basis of food production, which has

the characteristics of carrying all things, bearing, nurturing, and accepting. In ancient

times, people had a deep understanding and special feelings about the land, so it is

said that "the earth is regarded as the foundation of the other four elements and is the

origin of all things", and the earth carries all things and gives birth to all things.

Corporate culture is the soul of an enterprise, the comprehensive capacity of the

enterprise carries the strength of the enterprise, and both, as solid as earth, can make

the enterprise steadily move forward.

As a result, this paper successfully matches the five elements with the five

factors influencing corporate value. The five elements have a dynamic and orderly

relationship of mutual promotion and restriction, i.e. which together maintain the

relative dynamic stability of the system and thus enable everything to develop

continuously. "Promotion” means to give birth to, to promote, and any of the five

elements are related to others in two ways. It is driven by another element, and also

drives another element, thus linking the five elements in series, layer by layer, in a

circular manner. In this paper, attention is paid to only the inter-promoting

relationship between the factors within the corporate value system, and the analysis
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on how they promote the systemic boost of corporate value.

Table 1 Correspondence between the theory of the five elements and the five factors
influencing corporate value
The Five
Elements

Features Five factors influencing
corporate value

Inter-promoting

Water Nourishing
everything and

flowing downward

Operational Efficiency

Fire Moving up and
shining

Competitive Barriers

Wood Stretching and
flexing freely, living

and growing
endlessly

Financial capability

Metal Obedient,
transformative,
resilient and
powerful

Innovation Capacity

Earth Carrying all things,
accepting and
accommodating

Comprehensive Capacity,
Corporate Culture

3.3 Interplay Of The Five Factors Influencing Corporate Value From The

Theory Of The Five Elements

The five elements analysis framework is constructed by matching the five

elements with the five factors influencing corporate value, as shown in the figure

below. The interaction principle of the Five Elements Theory can be used to

establish a natural and organic connection within these five factors. It is concluded

according to the interaction among metal, water, wood, fire, and earth, business

innovation promotes the improvement of financial indicators such as operational

efficiency, which leads to the aggregation of resources such as capital and talent,

thus increasing competitiveness and raising competitive barriers, further
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consolidating corporate culture and enhancing comprehensive capabilities; as a result,

a more transparent and open corporate culture makes employees more innovative,

thus bringing the cycle back and forth, and promoting positively, to enhance the

value of an enterprise systematically. This cyclic process is analyzed in detail in the

following chapter.

Figure 2 Five Elements Analysis Framework Model

Metal promotes water: Continuous business innovation will lead to the

improvement of business operation efficiency and make the whole production and

sales chain more smooth and efficient. The business innovation herein refers to the

effective innovation that can bring profit to an enterprise and promote the

development of an industry, rather than any pseudo-innovation that only increases

the input without any output or that simply imitates the similar products; a lot of

humans, material and financial investment without bringing substantial benefit is a

waste of resources, only the effective innovation can convert the input into output

and gain real benefits. For enterprises, it is available to achieve breakthroughs in new

Business
innovation
Important as

metal
Metal Inter-promotingInter-promoting

Inter-promoting

Comprehensive
Capacity

Improvement
Corporate culture
Solid as earth

Competitive
barriers

Flourishing Like
Fire

Aggregation of Talents,
Capital and Other Resources
Developing steadily as wood

Operational Efficiency
Improvement

Profit / Gross Profit
Improvement

Smooth as water

Corporate value
boost

Earth

Fire Wood

Wate
r

Inter-promotingInter-promoting
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profit growth points through innovation, which can be divided into two categories:

conceptual innovation and technological innovation. The former can increase the

efficiency in operation, management, and production, for example, digitalization

brings optimization to enterprise resources and operation and management modes,

saving human, material and financial resources while increasing the standardization

of internal work of enterprises, clarifying the work responsibilities of employees,

establishing efficient communication channels, speeding up the response to business

needs, and improving work efficiency. The latter, by virtue of launching new

products, developing new markets, increasing sales, reducing costs and production

cycles, or opening up new sales channels, can be visualized in the five main

processes of operation: Market, R&D, marketing, sales, and after-sales, thereby

transforming production factors efficiently. In a competitive market, enterprises have

the motivation to increase their investment in innovation to obtain economic benefits

that other enterprises do not have. If an enterprise can give full play to effective

innovation, as leading technological innovation can bring high returns despite high

risks, it can have a broader market, better organize and manage the production of

products and services to customers, meet customer consumption demand, lead the

development of the whole industry, and get a good return.

Water promotes wood. The effect of operational capacity improvement will

be reflected in the growth of financial indicators such as profitability, which

guarantees stable and sustainable cash flow of an enterprise. The organization and

management of quality products and services can meet consumer demand, bring
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profit conversion to the enterprise through operations, reduce management costs and

product costs, increase revenue channels, speed up capital recovery and other

operational capabilities and efficiency improvements, which can be directly reflected

in the balance sheet or income statement, making the enterprise better in financial

performance. Financial statements are deemed as the starting point for analyzing an

enterprise and can also be considered as a business card of the enterprise. When the

public and investors want to understand an industry or an enterprise, studying

financial statements is the necessary way to go, and from the financial statements,

they can clearly know the sales revenue, business performance, and other data of the

enterprise, which are very reliable from the accounting point of view and can truly

reflect its business operation. China's General Principles of Enterprise Finance

classifies corporate financial indicators into three categories: solvency indicators,

operating capacity indicators, and financial indicators. The improvement of

operating capacity can improve financial indicators from the above three dimensions,

by conducting more optimal inventory management, creating new revenue sources,

and increasing sales profits, etc., which can simply and clearly evaluate corporate

operating conditions and performance and reflect the use of funds.

Wood promotes fire. Better profitability will attract more talent and capital

and other resources, the aggregation of resources can further enhance the

competitive barriers of an enterprise, making the enterprise have an upward

advantage in business competition. The public and investors use financial reports to

judge the current strength of an enterprise, and the excellent performance of financial
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statements can attract the attention of the public and investors. As far as employees

are concerned, although corporate culture, working environment and promotion

space are some of the factors they take into consideration when taking up

employment, what they are most concerned about should be the compensation and

benefits. According to the performance conditions reflected in the financial

statements, it is reasonable to believe that an enterprise in good business condition

can provide more secure compensation and benefits for employees, which is also the

basis for attracting talents. In terms of funding, bank loan application reviewers

focus on three indicators: credit history, cash flow history, and business projections,

and collateral that can be secured. An enterprise with excellent performance in terms

of cash flow and collateral can bring an increase in the loan amount to the enterprise

and obtain the funds needed for daily operations through indirect financing. Public

investors evaluate the profitability and development prospects of an enterprise by

observing and analyzing its fundamentals, and financial indicators such as net profit,

ROI, and earnings per share, while institutional investors focus on a broader and

more detailed scope, including background, team, market, etc., in addition to an

inseparable factor: performance. Within the same industry, an enterprise with better

profitability will undoubtedly be favored by investors and more likely to receive

direct financing. In addition to the aggregation of talent and capital, other resources

including physical resources and market size will also increase with the growth of

performance. In a similar market environment, when an enterprise is more

advantaged in HR, capital and other resources, it will bring invisible pressure on
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competitors, this pressure is conducive to maintaining its own position and

advantage; if the enterprises want to compete with it, they shall accumulate resources

to break through the competitive barriers and seek more profits. The existence of

competitive barriers has virtually set a threshold, making them different from their

competitors; therefore advantaged enterprises can obtain competitive advantages and

remain "invincible" in commercial competition. Conversely, in case of less

competitive barriers, new players are able to cross the low threshold and enter the

industry in a relatively short period, leading to low levels of excessive and disorderly

competition; the competition is not conducive to the development of the industry as

a whole, and enterprises in the industry have lost economic benefits, not to mention

the promotion of corporate value boost.

Fire promotes earth. After an enterprise forms its own core competitiveness,

its comprehensive capacity will be improved and reflected in the corporate culture.

Core competitiveness is regarded as an important manifestation of comprehensive

capacity, which is like a booster for enterprise development, providing a constant

impetus for the improvement of comprehensive capacity. Other capacities, including

management capacity, learning capacity, and execution capacity, are targeted at the

improvement of the core competitiveness, making the enterprise operation more

efficient and advantageous. Enterprises with competitive advantages can use their

core competitiveness to organically operate all activities through the allocation and

integration of resources so that they can quickly adapt to the changing market

environment, adjust their development strategies in time to meet individual
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consumer needs, and demonstrate their competitive position with the improvement

of their comprehensive capacities. Accompanied by the improvement of the team's

capacity simultaneously, corporate culture can be established as comprehensive

capacity is boosted because people are the root of cultural construction. By

combining the main business characteristics, the cultural connotation can be enriched

according to the characteristics of an enterprise to create a harmonious atmosphere

within and outside the enterprise where employees strive to create corporate value,

and the enterprise fully respects the outcomes of employees, thereby activating the

productivity, enhancing the cohesion and improving the creativity, which is

developed in the process of realizing the core competitiveness.

Earth promotes metal. The improvement of an enterprise's comprehensive

capacities lays a good foundation for the next business innovation, which continues

to promote business innovation within the enterprise. The root of business

innovation lies in people, which coincides with the construction of corporate culture.

The boost of corporate culture as mentioned above is complementary to the

enhancement of comprehensive corporate capacities, and a good learning and

innovation atmosphere created within the enterprise and efforts is helpful to building

a professional team, stimulating innovation, and transforming productivity from

knowledge form into material form. Corporate culture is an important element of

corporate innovation. Strengthening corporate culture can develop productivity and

enhance cohesion and centripetal force, by improving the team's ideological and

moral level, and cultural quality, and increasing basic knowledge training in all
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aspects. This innovation to the corporate culture is not only focused on a

breakthrough in a certain technical field, but also to give full play to the initiative of

employees, finding innovation points in their daily work, establishing a sense of

innovation, thinking of new and different ideas about the corporate culture, business

model, management methods, etc., thus to consider the development of the enterprise

from a personal perspective, to blaze new trails in a pioneering spirit, and to propose

directions for change and improvement. Such an open and transparent corporate

culture can take into account the opinions of grassroots employees and allow

observing the current state of the business from all perspectives, which is closer to

the market and more practical and effective, than relying only on managers and

technology development departments for innovation.

This increasingly positive cycle will bring continuous value improvement to

the enterprise and further achieve the management goals. Effective innovation drives

financial performance improvement, which in turn brings the aggregation of talents,

capital, and other resources, enhances the competitive barriers to improve the

competitive advantage, shows the comprehensive capacity with corporate culture as

the core element, and activates the potential for innovation and development in a

harmonious corporate atmosphere. It is shown from the above, that one element

interacts with another one; the internal logical connection is presented in the five

elements analysis framework. In previous studies, scholars have confirmed that each

of these five factors can contribute to the boost of corporate value, but the five

factors are linked to form a unified whole under the five elements analysis
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framework. Each factor not only acts on corporate value itself but also influences

others, thus forming a positive cycle to boost corporate value systematically. Within

an enterprise, each factor needs to reach at least the industry average, otherwise, it

will affect the function of other factors, how efficient the organization depends on

the level of the weakest factor, which negative impact is more obvious than the

negative impact of the factor itself to corporate value; on the contrary, when an

enterprise has a great advantage in a factor, the advantage can be transmitted through

the five elements analysis framework, and thus maintain balance within the

enterprise. The business environment is constantly changing, and customer needs are

not static. If an enterprise can achieve a breakthrough in a certain factor in line with

the market development to the maximum extents, it can break the internal balance of

the enterprise, and even drive the development of the industry and raise the average

level of the industry; other enterprises will have to accelerate their development in

order not to be eliminated by competitors, which will play a role in promoting the

overall progress of the industry.
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CHAPTER 4

UMBRELLA CORPORATE VALUE SCORING SYSTEM BASED ON THE

THEORY OF THE FIVE ELEMENTS AND M-P NEURON MODEL

4.1 Umbrella Corporate Value Scoring System Based On The Theory Of The

Five Elements

Combining the theory of the five elements with the M-P neuron model, the

chapter proposes an umbrella corporate value scoring system, which concept is to

construct a visualized umbrella corporate value scoring system, by scoring the

original five elements of metal, wood, water, fire, and earth individually, and to

further calculate the comprehensive score of corporate value.

When scoring the elements, it is required to refer to financial reports,

industry rankings, corporate announcements and other information, compare and

analyze with other enterprises in the industry, find out the key elements, explore

their growth, and comprehensively analyze the corporate value. When each element

is close to the industry average, the key element score is positively correlated to the

potential value. The corporate value scoring system consists of two parts, the inner

cycle, and the outer cycle, containing the five axes: metal, wood, water, fire and

earth; based on the concept of balance, each axis is composed of ten units, each unit

representing one point. The inner cycle is a fully competitive model of the enterprise,

i.e. the industry average, with a total of five points; and the outer cycle is the change

in the external competitive elements of the enterprise, also with a total of five points.

In the steady-state condition, each value factor should converge to the industry
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average, and a factor will be put in the outer cycle if it exceeds five points. Being

more than 1 point represents the factor's leading competitiveness, being more than 2

points represents its excellent performance, more than 3 points represents a

breakthrough, more than 4 points represents a disruptive innovation, and 5 points

represents an ultimate level, and vice versa. It is important to note that the corporate

value scoring system here differs somewhat from the five-element neural network

evaluation model described later, which is only used to intuitively understand the

internal and external relationships of the five elements and the scoring of each

element and is not equivalent to the internal and external cycles described in the

modeling later.
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other enterprises can hardly obtain this competitive advantage easily. The leading

advantage can bring more benefits to the advantaged enterprise. Specifically,

according to the theory of the five elements, the leading edge can lie in five areas:

innovative products or models, operational capacities above the industry, better

financial statements, abundant resources and unique competitive advantages, strong

corporate culture, and strong overall strength. If enterprises target at overall value

growth, they should identify their right advantage, focus on the advantage, keep

developing the advantage on a continuous basis, and achieve breakthroughs in the

advantageous elements to make them stand out from the industry and make the best

even better.

In addition, according to the inter-promoting principle of the five elements,

the interaction can also be compared to the "mother and son" relationship, the five

elements are mutually supportive and promote each other, the one that "promotes the

other" plays a “mother” role, and the one that “is promoted by the other one” plays a

“son” role. The "mother" and "son" are a relative relationship. In case a factor can

achieve a breakthrough, it can be determined that the promoting factor (mother

factor) is not the weakness of the enterprise, otherwise, it cannot provide the

advantageous factor (son factor) for the enterprise, and similarly, the improvement of

the advantageous factor (mother factor) will promote the factor that “is promoted by

the other” (son factor), therefore the breakthrough of key factors is often

accompanied by the simultaneous growth of the mother factor and sun factor. The

following figure is an umbrella corporate value scoring chart of an enterprise; after
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collecting information about the enterprise, it is available to score each factor of the

enterprise and draw the umbrella corporate value scoring chart; for example, if

operational capacity is taken as the advantageous element, according to the theory of

the five elements the enterprise has good performance in innovation capacity and

financial level; the umbrella chart of corporate value scoring can intuitively show the

weak and advantageous elements of the enterprise, which provides a convenient tool

for describing the level of each factor of the enterprise. This will be further

exemplified in the case study chapter.

Figure 4 Example of umbrella chart of corporate value scoring

Due to the continuous competition of enterprises, the average value of each

element of the industry is also changing. Although all of them take 5 points as the

industry average, the actual content of the value is not constant, once an enterprise

achieves a leap in a certain element, it will impact the external market environment

and thus lead the industry trend, at which time the updated industry average is

inevitably a higher level than the initial average. In a competitive industry, if

enterprises do not seek to develop, and simply maintain the status quo or even

regress, they will undoubtedly be eliminated from the market. For excellent
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enterprises, attention shall be paid to both the development of their own elements

and the changes in the elements of the industry, so as not to put themselves at a

disadvantage due to neglecting the changes in the elements of the industry and

failure in providing timely development of the elements.

4.2 Implications Of Neural Networks For The Analysis Of Corporate Value

Using The Theory Of The Five Elements

A neuron receives signals from multiple neurons via dendrites and transmits

them to the next neuron via axons. Neurons have two operating states: Excitation,

inhibition. Only when a neuron receives a stimulus above a threshold, the cell enters

a state of excitation and transmits the impulse signal to the next neuron. In the theory

of the five elements, the core factors influencing corporate value are matched with

the essential characteristics of metal, wood, water, fire, and earth. The five elements

can be seen as the five input signals to the neuron and the corporate value can be

seen as the neuron output signal. If there is a lack of the five elements, it will

certainly lead to the collapse of the corporate value as a whole, i.e. a state of

neuronal inhibition.

The M-P model is the earliest neuronal simulation model, in which multiple

inputs are provided and an output is produced. Each output value is weighted by the

individual inputs and is obtained by an activation function. Namely:

� = �
�=1

�
���� − ℎ�

Where w is the weight of each input, f is the activation function, and h is the

threshold value. When the activation value is greater than the threshold value, the
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output is 1; otherwise, the output is 0. To better reflect the linear relationship

between input and output, a Rectified Linear Unit (RELU) can be used. It is defined

as:

� � = 0, � < 0
�, � ≥ 0

The five elements are not isolated from each other, but influence and

constrain each other to form an organic whole. In single-layer networks, there is the

problem of linear indivisibility of data. When the number of neural network layers is

greater than 1, the problem of linear indivisibility of data can be solved. Here we use

a two-layer neural network structure with an input layer and an intermediate layer,

and this structure can simulate the interaction of the five elements very well.

The inner cycle of five elements can be seen as the first neural network layer,

which is also the input layer. The outer cycle of five elements can be seen as the

second layer of the neural network, which is directly connected to the corporate

value evaluation criteria. The first layer neural network is fully connected to the

second layer neural network. The input value of the first layer of the neural network

is the original score of each element, and the second layer of element score value

obtained after weighting can be intuitively understood as the element score adjusted

by the inter-promoting principle, and then the activation function is used to

determine the influence of each element on the corporate value, and finally, the

corporate value score is obtained. Taking the input layer fire element as an example,

the fire element is connected to each element in the second layer with different

weights, and the different weights can reflect the influence of the fire element on the
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other elements. The second layer of the neural network is then connected to the

corporate value with the same weights after substitution into the activation function.

Figure 5 Neural network for evaluation of five factors influencing corporate value

The effective application of balanced scorecard has been limited due to

shortcomings such as assuming a unidirectional or open-loop structure of causality

and ignoring causality nonlinearity and time lags. The five-element neural network

evaluation model has the dynamic characteristics of a high-order, non-linear,

multiple feedback systems, which can make up for the shortcomings of the balanced

scorecard and can define the interaction of evaluation criteria more effectively, with

better fitting and general applicability.

4.3 Building Of Five-Element Neural Network Evaluation Model

4.3.1 Determination Of Connection Weights w

The five-element neural network evaluation model requires each element to

be evaluated with a maximum score of 10 and a minimum score of 0. The fractions

of the five elements of the outer layer are multiplied by different weights, connecting

the different elements on the next layer. By setting the connection weights, it is

possible to simulate the inter-promoting relationship between elements. The effect of
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an element on itself is equal to its own; therefore the connection ratio is set to 1. The

inter-promoting elements have a facilitating effect on each other, and the connection

ratio is set to 0.8. Elements without an inter-promoting effect have only an ordinary

contribution to the corporate value, and the connection ratio is set to 0.5. Finally, the

connection weights are obtained by normalizing the connection ratios, i.e., the three

connection weights w are 1/3.3, 0.8/3.3, and 0.5/3.3, respectively. The five elements

of the first layer are respectively used to calculate the weighted sum of the five

elements of the second layer and the values of the five elements of the second layer

can be obtained through substitution into the activation function. It is important to

note that dividing the weights by 3.3 aims to eliminate the effect of the expanded

range of values for the connection factor and to ensure that the five elements of the

second layer have a range of values from 0-10 points.

It should be noted that, for different industries and fields, the size of the

inter-promoting effect of the five elements will vary, so in practice, it is needed to set

the size of the weights according to the actual situation.

4.3.2 Determination Of Activation Function And Threshold Value

Each of the five elements will have the same impact on the corporate value,

but when an element breaks through a certain amount, this element will have a huge

impact on the external environment and greatly increase the corporate value. The

RELU is modified and expressed in the form of segmentation function. When the

input exceeds 5, the slope of the input to output becomes two times, representing that

the growth of a given factor can be doubly beneficial to the enterprise.
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The threshold reflects what level of elemental volume has to be reached to

have an impact on corporate value. The threshold h in the first layer is set to 1. If the

sum of the input values is less than this value, the neuron should be set to be inactive

and the output value is 0. On the one hand, this setting means that if an element is

smaller than the threshold value, it can no longer enhance the corporate value, and

on the other hand, the threshold value can better simulate the nonlinear fit of the

elements and better reflect the correlation between the five elements. In addition, the

elements in the second layer are a direct reflection of the corporate value, so no

threshold is set. It is important to note that while the above conditions are met, it is

also necessary to ensure that the output range of the activation function is between 0

and 10. The final activation function is.
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Figure 6 Activation function

Here x represents the evaluation value of the second layer element, and the

Activation function
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activation function f(x) expresses the amount of contribution of a single element to

corporate value after considering the phase-growth relationship. According to the

activation function, it can be seen that the slope of the function changes from 5/7 to

10/7 when the input element score is greater than 5, and the portion being greater

than 5 has a double effect. The evaluation value of each element in the second layer

is obtained by summing up the weights of each element in the first layer. The second

layer elements are substituted into an activation function and summed with the same

weights 1 to obtain a score of the corporate value. The specific slope is set here so

that the range of values of the elements does not change after substitution into the

activation function, and the output remains between 0 and 10. Also, the weights are

set in such a way that five elements all have the same impact on the corporate value.

Finally, to ensure that the score of corporate value is between 0 and 10, the obtained

corporate value score needs to be divided by 5 as a whole to obtain the final

corporate value, i.e.

Corporate Value Score

=
1
5

（f Metal + f 푊푎��� + f 푊표표� + f 퐹��� + f Earth ）

Taking the metal element from the second layer as an example, when the first

layer of weighted value is less than or equal to 1, the value of metal element is 0,

which represents that corporate innovation does not contribute to corporate value.

When the weighted value of the first layer is less than or equal to 5, the value of the

metal element grows linearly, representing the increase of corporate value driven by

corporate innovation. When the weighted value of the first layer is greater than or
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equal to 5, the capacity of corporate innovation to increase corporate value doubles.

This represents a higher corporate value when an enterprise builds up a degree of

barriers through innovation that has a great impact on the external environment. The

final calculation of the corporate value score is made with the help of the

five-element neural network evaluation model. It is shown from Figure 4.3 that the

range of breakthrough is long; in case all the elements of the enterprise reach the

industry average (5 points), the corporate value score is only 2.85 points, and there is

great potential for development if it is required to make the corporate value score

reach 10 points.

4.4 Model Summary And Application

In the chapter, the umbrella corporate value scoring system is proposed based

on the theory of the five elements and the five-element neural network evaluation

model is constructed by combining the former with the M-P neuron model.

The umbrella corporate value scoring system is a tool that can visually

express the level of each factor of an enterprise. By scoring five factors (1-10 points)

of innovation, operational capacity, financial capability, competitive barriers, and

corporate culture, a five-dimensional umbrella chart of corporate value scoring can

be drawn, and the shortcomings and strengths of the enterprise can be clearly

identified in a graphical way, making it easy to compare with other enterprises. The

average value of "5 points" in the umbrella chart represents the industry average, so

the umbrella chart of each company contains the meaning of comparison with the

industry average. This also shows that the umbrella chart is changing, and the
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enterprise's development and the industry's changes will lead to the "size" of the

umbrella. Unlike the previous radar chart of financial analysis, the umbrella chart

incorporates the theory of the five elements, where the five elements connect and

promote each other to form an organic whole and systematically influence the

corporate value, which is reflected in the fact that when the development of a certain

element has a leading advantage in the industry, the adjacent "promoting" element

and the "promoted" element aren’t lower than the industrial average. When the

“promoting” element is too weak, it will not be able to support the advantageous

element. Similarly, the advantageous element will positively promote the

development of the "promoting" one, and this is also taken into account in the

five-element neural network evaluation model, which helps enterprises to find the

advantageous elements and achieve breakthroughs, and identify the weak elements at

a glance to make up for the shortcomings.

The five-element neural network evaluation model, on the other hand, is

based on the umbrella corporate value scoring system and combined with the M-P

neuron model. The significance of this model is to calculate the corporate value

score (1-10) so that enterprises can find their position in the industry and obverse

themselves from an industry perspective. The model is a scoring system that does

not rely entirely on financial data and reflects the concept of relative value. the

model can be simply understood as follows: Firstly, the initial scores of the five

elements are input to the model, which are also the scores reflected on each element

axis in the umbrella chart; secondly, the scores of the five elements in the second
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layer are obtained by weighted calculation and unit adjustment, and actually, they

represent the scores of each element adjusted under the inter-promoting relation

principle. This step is designed to reflect the inter-promoting principle of the five

elements, and the initial scoring of each element does not take into account the

interaction between the elements, but such interaction does exist, and after weighting

adjustment, it can reflect the result of the interaction of each element, because one

element has a facilitating effect on its "promoted" element, therefore, the element

"promoted" by each element have a greater weight than the other elements; again,

the second layer of each element is activated and the contribution of the element to

the corporate value is calculated. When an element exceeds the industry average, the

excessive portion has a stronger leading edge and contributes more to corporate

value. Therefore, the second layer of elements should be assigned with a threshold

and activated to reflect the contribution to the corporate value of the portion that is

different from that below the industry average; finally, the average value of the

contribution of each element to corporate value is calculated to obtain the corporate

value score.

Figure 7 Flow chart of the five-element neural network evaluation model

The umbrella corporate value scoring system and the five-element neural

network evaluation model can be applied to obtain the respective umbrella chart and
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corporate value score, as the tool to analyze the operation status of enterprises and

the level of the industry where they are located, and they will be beneficial to

identify the strengths and weaknesses of enterprises, integrating resources,

collaboration as a whole and thus improving corporate value. Specifically, attention

is mainly paid to breaking through the advantageous elements and giving full play to

its leading role, it is required to make up for the weak elements with poor

performance, keep up with industry trends, and strive to lead industry changes.

It should also be noted that the factors of the model only reflect the idea of

the five elements and have not been fully practiced and adjusted, and should be

further revised according to industry needs in the subsequent development process.
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CHAPTER 5

CASE STUDY

In the present chapter, five enterprises with different advantageous factors are

selected for the case study, and the relationship between the advantageous factors

and their "promoting" and "promoted" factors is discussed and explored. Starting

with the advantageous factors that are deemed as the core drivers of the corporate

value enhancement, the corporate value is scored with the help of the five elements

neural network evaluation model, and the umbrella corporate value scoring system is

fully applied to analyze the company's business situation systematically and more

intuitively show the performance of the five factors influencing the corporate value.

In addition, this chapter also gives an in-depth interpretation of the selected cases,

points out the shortcomings, and puts forward development suggestions.

5.1 Metal - Ali Health

Ali Health is the flagship platform for the Alibaba Group's "Double H"

strategy (Health and Happiness) in the field of big-health and is one of the

companies invested and held by Alibaba Group. Through self-development and

acquisition, taking e-commerce as its main base, Ali Health integrates internal

resources of the Ali system, makes efforts to the upstream and downstream Internet

medical business, continues to expand footprints in the field of big-health, and

strives to build an integrated online and offline medical & health service network.

Since its establishment, Ali Health has been expanding its medical and health

service footprint. After business adjustment, business finalization, and continuous
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development stage, the company has established and run three business lines:

pharmaceutical and health products omnichannel services, medical & health services,

and digital infrastructure, and through self-development, M&A and resource

integration, the company is developing and optimizing its medical ecosystem better

and better. The pharmaceutical and health products omnichannel service team

creates an integrated online and offline full-chain channel through the combination

of B2C and O2O business; with the help of the Ali ecosystem, the company is also

committed to creating an integrated online and offline medical and health services;

based on Ali cloud, it also establishes digital infrastructure business for a variety of

applications service systems in the field of big-health.

It is shown from the above, that the main feature of Ali Health is

continuously integrating e-commerce with the field of big-health, constantly

broadening the scope of innovative business and business model innovation

(corresponding to the element "metal" in the theory of five elements), and the

chapter takes it as an entry point to demonstrate the five elements system.

Earth promotes metal. As the earliest listed leading Internet healthcare

company, Ali Health shows strong competitiveness, depending on the various

resources of Alibaba Group, including the Internet. A series of actions in recent

years reflect Ali Health's strategic upgrade and business transformation in the new

trend of the industry. Ali Health leverages its strong technical capacities and offline

partnerships to enable innovation in the online healthcare services industry and drive

breakthroughs in online payments under medical insurance. With its deep industry
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knowledge and extensive partnerships, it has the potential to reshape the online

healthcare services industry by providing integrated healthcare services such as

Internet hospitals, chronic disease management, insurance, and medical services. Ali

Health is currently working with third-party insurers to design and jointly launch

insurance products for patients with specific diseases. Although new business

growth will still take time, it will boost long-term revenue growth.

Metal promotes water: Along with the continuous development of innovative

business, Ali Health's main business has also performed well with technological

innovation. Ali Health integrates Internet healthcare with consumer healthcare and

other businesses into the healthcare service business, provides online and offline

healthcare services through "Yilu" app + Alipay, creates an Internet hierarchical

diagnosis & treatment business system, and thereby provides hierarchical services

for end-users such as Taobao, Tmall, Alipay and Yilu users. Currently, Ali Health

gains cash income by operating e-commerce platform and self-operated business

with strong technical capacities such as cloud computing and artificial intelligence.

In the future, by developing its medical e-commerce business, Ali Health has

accumulated an extensive user base and user data, which will support the future

growth of its non-e-commerce medical services. In view of the synergies between

the Internet healthcare and consumer healthcare businesses in Ali Health's ecosystem

and the vast market potential for healthcare services, Ali Health will continue to

enhance the synergies between its various business divisions.

All in all, Ali Health is the core online healthcare service division of
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Alibaba's ecosystem. With Alibaba's strong infrastructure and technical support, Ali

Health is not only expected to reinvent the online healthcare service industry and

empower digital transformation but is also on track to expand its new business areas,

such as the insurance business, which is capable of supporting long-term growth. In

the online medical services division, business innovation has become a major

advantage of Ali Health. In terms of finance, Ali Health's operating income has

increased year by year since 2017, and the rapid growth of its pharmaceutical

self-management business is the main reason for its total operating income growth,

although the growth rate has slowed down in recent years, compared with JD Health,

Ping An Good Doctor and CVS Health, Ali Health is still growing at a satisfying rate,

with huge potential for development. As per the research on Ali Health's earnings,

announcements, and other public information, as well as considering the

performance of other enterprises in the same industry, the company's score for each

factor is shown below, with an overall corporate value score of 6.3.

Figure 8 Ali Health corporate umbrella chart and scoring chart

Similar to other enterprises in the industry, Ali Health's profit is mainly

dependent on its pharmaceutical proprietary business, i.e. sales of prescription drugs,
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OTC, health care products, medical devices, contact lenses, etc. This business

accounts for more than 85% of its total revenue and the business saw year-on-year

growth of 62.5%[65] in 2021, far less than the growth of 91.3% and 92.4% in the

previous two years. The slowdown in the growth of its main business is the main

cause of its insufficient financial performance (corresponding to the wood element).

Medical services, including affiliated services and consultation, can better retain

customers, while the business of pharmaceutical e-commerce is the main way to

increase operating income. Therefore, improving the conversion rate and combining

"healthcare service" with "medicine" is a key step to boosting corporate value. The

Internet healthcare service has a huge development prospect accompanied by more

and fiercer market competition. Ali Health has failed to form an effective

competitive barrier (fire), which is one of the reasons for the company's failure to

break through its value. In the highly competitive market, it is suggested the

company should expand its business to the end market, benefit the remote areas with

insufficient medical resources, open up new markets, occupy market share, and

follow the policy to make adjustments. In addition, the company will further

promote the healthcare app "Yilu", increasing the user's activity and building an

Internet-based medical service platform for medical institutions at all levels, thereby

giving full play to Ali Health's advantages in platform and technology, and

connecting medical institutions, pharmacies and customers closely.

In addition, Ali Health is initiating a disruptive innovation in China's medical

and healthcare industry with innovative measures in terms of business scope and
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business model. For the company's excellent innovation ability, it is suggested that

the company should consider at this stage whether the innovative business can adapt

to the market, build a brand image, and set up a brand barrier, and any innovation

unacceptable to the market will only consume resources and will not bring actual

benefits; that the company should reduce the business that has no development

prospects or will bring negative impact to the brand image, and make a

comprehensive evaluation before the new business is launched to avoid the blind

expansion resulting in an improper increase in business scale and failure in

generating positive benefits or gains to other projects. Ali Health is also strongly

advantaged in making full use of Internet resources, but its development cannot rely

solely on the Internet without considering the operability of the related business of

the medical system. As a special item, drug is subject to strict circulation supervision,

which brings a lot of inconvenience to the implementation of certain projects. Only

by paying equal attention to both the Internet and the medical system, Ali Health's

brand role can be truly brought into play and competitive barriers (fire) can be

established.

5.2 Water - Wal-Mart

Wal-Mart is an American worldwide commercial retail chain, mainly

operating in the retail industry, mainly consisting of Wal-Mart Shopping Mall, Sam's

Club, Wal-Mart Stores, Wal-Mart Neighborhood Markets, as the world's largest

company in terms of turnover, and a well-deserved giant company in the retail

industry. From the customer's point of view, Wal-Mart's most important feature is its



64

one-stop service and low price of goods. From the enterprise's point of view,

Wal-Mart has a complete and efficient supply chain system and a large scale of

distribution, which corresponds to the "Water" in the theory of five elements - strong

operational capacity.

Metal promotes water: Wal-Mart was the first company to use bar codes and

electronic scanners to manage merchandise when other enterprises were still

studying how to use IT systems, and later, Wal-Mart was also the first to use

satellites in the retail industry and the first to adopt electronic data interchange (EDI)

systems. In addition to information systems, Wal-Mart's innovations are also

reflected in details that aim to enhance customer experiences, such as shelf selection

and placement, but the most noteworthy is the innovation in logistics system and

sales strategy, which is the key to enhancing the operational capacity. Wal-Mart has

established a modern distribution center covering a huge area. First, the suppliers

deliver the goods to the distribution center, and then Wal-Mart's transportation team

delivers the goods from the distribution center to the surrounding supermarkets, i.e.,

the store logistics are centrally managed through the distribution center, together

with the use of a Unix-based distribution system, which allows the distribution

center to better play the scale effect and reduces the logistics costs by IT-based

means. To strengthen the control of goods, the distribution center's automatic

replenishment system can obtain timely supply information and goods transportation

information of retail stores, which helps to reduce transaction costs as well as the

costs from supply to replenishment. Such an organizational structure increases the
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frequency of deliveries, meaning fewer inventories in retail stores and more savings

in retail space and labor management costs. Depending on the perfect logistics

system and advanced inventory management system, Wal-Mart can put forward the

slogan of "WE SELL FOR LESS ALWAYS" to truly reduce costs and lower prices.

In addition to low prices, high efficiency is another feature of Wal-Mart’s

competitiveness. All Wal-Mart retail stores are connected to Wal-Mart headquarters'

high-speed computer, each sale of goods will be automatically uploaded to the

computer, when the inventory of goods is reduced to a specified number, the

headquarters will automatically receive a reminder to replenish, which is connected

to the distribution center, thereby forming a smooth closed loop in the logistics

system, and effectively reducing the risk of inventory and speeding up the operation

flow of funds.

Water promotes wood. Wal-Mart's efficient operations and low costs are the

main reasons for its high earnings. The financial statements for FY2021 show that

Wal-Mart's reported a revenue of USD572.8 billion in 2021, at a YoY increase rate

of 2.45%; net income of USD14 billion, up 3.6% from USD13.5 billion in 2020;

e-commerce sales amount increased to USD73.2 billion, at a YoY increase rate of

11%. The revenues from its Sam's Club stores reached USD73.6 billion, accounting

for 13% of total revenues, at a YoY increase rate of 15.2%. In the last 12 months,

Wal-Mart's gross margin reached 24.9%, far outperforming its competitors in the

industry. Deloitte's 2022 Global Retail Power report, released in March 2022 [68],

ranked the retail revenue data of global retail companies based on their publicly
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available information for FY2020, and Wal-Mart remained in the first place, with

retail revenue of USD559.151 billion, much higher than Amazon, which ranked

second, with revenue of USD217.371 billion, so was in the 2021 Global Retail

Power" and "2020 Global Retail Power" reports, with Wal-Mart in the first place,

with revenue well ahead of other competitors, which shows its strong profitability in

recent years. Wal-Mart achieved total revenue of USD141.6 billion in the first

quarter of 2022, up 2.4% year-on-year. However, the increase in revenue did not

bring more profits, and while its sales grew, its gross margins fell 0.38 percentage

points year-on-year, and its net profit was USD2.05 billion, at a YoY plunge of

24.8%.[66] In contrast, Amazon, another retail leader, also experienced a shrinking

profit. Amazon's revenue for the quarter was USD116.444 billion, up 7%

year-on-year, creating the slowest growth rate in two decades, with a net loss of

USD3.844 billion, compared to a net profit of USD8.107 billion a year earlier, down

147.42%[67]. In their analysis, both enterprises attributed such a decrease to inflation

and the subsequent rise in fuel costs, as well as higher global supply chain and labor

costs. In addition to Wal-Mart, several retailers reported weaker-than-expected

earnings in the first quarter, and overall, Wal-Mart's financials still took the lead in

the industry.

Turning to the other elements of Wal-Mart, in terms of competitive barriers,

the centralized distribution system and huge scale are two major advantages, as the

retail industry is highly competitive, with the rapid development of e-commerce,

Wal-Mart's other advantages may be able to be quickly caught up or even surpassed
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by other companies; the enterprise's core values are focused on individual-oriented,

customer-first, pursuit of excellence, guiding the enterprise's direction; many

companies in the retail industry consider customer, service, etc. as the core content

of corporate culture. In short, Wal-Mart does not have a clear industry-leading

advantage in the two elements "Fire" and "Earth". In summary, Wal-Mart's element

scores and umbrella chart are shown in Figure 5.2.

Figure 9 Wal-Mart corporate umbrella chart and scoring chart

Wal-Mart's operational capability cannot be underestimated, but in recent

years, the way to create financial value from its operational capability has become

inefficient due to the increase in fuel costs and labor costs, and the increase in global

supply chain costs under the impact of the COVID19 pandemic. This is not a

challenge faced by Wal-Mart, but a problem that impacts the entire retail industry.

Under the "systematic" risk, it is also the key to whether Wal-Mart can maintain its

advantageous element and maintain an efficient supply chain system and balance the

relationship between costs and benefits with this as a fulcrum. Wal-Mart may be able

to boost its financial performance by expanding its operations in developing

countries, taking advantage of the rapid growth and lower labor costs of emerging
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market economies. Wal-Mart's global scale and efficient supply chain system enable

it to actively expand internationally, thus consolidating its dominant element-"water"

(operational efficiency) and boosting the growth of "wood" (financial capability).

However, the expansion of the business scale needs to be based on giving full play to

the advantages of its distribution center model. For example, in China, due to the

lack of storefronts, it is unavailable to support the establishment and operation of

large-scale distribution centers, and the logistics advantages cannot be brought into

full play, thus greatly increasing the costs. This also indicates that the business

model proved in the US market still needs to be continuously adjusted when applied

to other markets by a series of measures, including further introduction of local

talents, and striving to make breakthroughs in the poor corporate culture (earth).

Employees are the most important part of corporate culture, and corporate

culture training for employees cannot be ignored. For the purpose of corporate

culture, it should not only focus on the customer experience and service level, but

also establish a customer management mechanism, maintain good customer

relationships, set up a customer-centered organization with clear responsibilities,

address staff's concerns about the knowledge and skills needed to promote the

implementation of the all-channel strategy, enable customers to spend in the right

place, time and way, thereby to enhance the comfort and experience of shopping,

promote the development of the all-channel sales model, emphasize the dominant

position of customers, and improve brand stickiness during active interaction with

customers.
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5.3 Wood-Tesla

Founded in 2003 in Silicon Valley, the "kingdom of the electronics and

computer industries," Tesla is a uniquely located electric vehicle and energy

company with a focus on high-performance, all-electric vehicles, unlike any other

company around. In 2019, Tesla built a factory in Shanghai, and in 2021, Tesla sold

936,000 units in China, ranking first in electric vehicle sales. The most striking

aspect of Tesla is its financial data. High sales volume, high gross profit, and high

growth correspond to the element "wood" in the theory of the five elements.

Water promotes wood; the increase in operational efficiency has led to a

significant increase in financial capability, which is directly reflected in increased

sales and reduced costs. Using automated production to greatly reduce labor costs,

Tesla does not have a distribution network and delivers all cars directly from its

factory to customers in a direct sales approach. The model enables more fluid and

convenient communication between the enterprise and consumers, allowing the

consumers to purchase a car at a more favorable price, avoiding the extra costs

incurred due to dealership, which is more meaningful for the enterprise to obtain

high revenue and reduce inventory, or even achieve zero inventory and on-demand

production. The financial results for the first quarter of 2022 show that Tesla has

performed even better on the basis of its previous turnaround from losses to profits,

producing 305,407 vehicles, delivering 310,048 vehicles, and achieving an operating

income of USD18.756 billion (up 80.54% year-on-year), a net profit of USD3.318
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billion (up 657.53% year-on-year) and at a gross margin of 32.9% [69] in the first

quarter. Tesla's profitability has increased substantially since 2020, with margins

outpacing many traditional automakers, and in the second quarter of 2021, the

enterprise's margins have skyrocketed and now far exceed those of other traditional

automakers, including BMW, Toyota, Daimler and others, attributed to further

reductions in cost per vehicle, increased deliveries, and enhanced profitability in car

leasing, service, and other businesses.

Wood promotes fire. In the early days of Tesla, due to the severe lack of

capital and technical bottlenecks, Tesla had been considered as pessimistic in term of

production prospects, but Tesla always insisted on the pursuit of high quality, and

later continued to acquire some small and medium-sized start-up companies with the

support of profitability, such as Riviera Tool, a stamping parts manufacturer

acquired by Tesla in 2015, Sillion, a battery anode material technology start-up and

Springpower International[70], a Canadian company with battery cathode technology

start-up, acquired by Tesla in 2021. These enterprises did not form a large market

scale at the early stage of growth, but their strengths lie in talent and technology, and

Tesla’s acquisitions aim to achieve the possession of talent and technology, quickly

establish a competition barrier, and grow its own strength. In addition, Tesla requires

all employees involved in production to participate in rigorous vocational training

before starting work, and the safety policy is implemented to enable it to become the

world's safer factory. Moreover, Tesla provides on-the-job training to help

employees grow with the enterprise, and such a comprehensive system improves
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both Tesla's safety rate continues and production capacity. Although Tesla also

shows leading edge in intelligent driving and R&D design, its competitive advantage

still lies in two major aspects: manufacturing and brand marketing. Tesla shows

indisputable production efficiency and sales efficiency and has also become a leader

in the auto industry with very low publicity costs, but gross margins far exceeding

competitors, thereby gaining a certain brand premium.

For the purpose of other elements, Tesla is also an industry leader in terms of

technology, product design, and management, but at the same stage, the new energy

vehicle industry has bright prospects for the future development, and many

long-established traditional automakers have entered the industry, so Tesla's leading

edge in innovation is not very significant; in terms of comprehensive strength, Tesla

has only developed for less than twenty years, at a fast growth rate and has become

the industry leader. Its corporate culture "advocate the ultimate boundary-breaking

and disruptive experience and follow the first principle to guide the development"

has also evolved continuously, which has promoted the innovation of the enterprise,

and the flat organizational structure has supported the efficient operation. Based on

the above judgment, the five elements of Tesla are scored as follows:
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Figure 10 Tesla corporate umbrella chart and scoring chart

According to the analysis in this section, Tesla is not so much a high-tech

company as it has more financial attributes. Its continuous investment and

acquisition, exploration of financing lease model, and self-operated auto insurance

business have not only established brand reputation, improved operational efficiency

and financial capability, but also increased financial risks, which undoubtedly

increased the huge uncertainty of enterprise development. Regarding the future

development direction of the enterprise, on the one hand, Tesla should focus on

upgrading its own products, or continue to acquire technology and talents through

the M&A strategy, make breakthroughs in product innovation and technology,

improve product attributes such as better safety and longer battery life, and improve
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the ability of the "metal " element (innovation ability), so as to maintain its

advantages in the main business in the highly competitive new energy automobile

industry. Tesla should also note that, under the background of low carbon and

environmental protection, the original government incentives such as tax exemption,

tax credit, and refund policies may be reduced or cancelled with the rapid

development of the industry, which is bad news for automakers and consumers.

Tesla may face the business dilemma of increased costs and reduced sales growth

rate. With the increase in the adoption rate of renewable energy, the possibility of

reduction or cancellation of preferential policies will be increased. Meanwhile, it will

affect Tesla's development prospects, financial status and operating results, and will

have a negative impact on the "wood (financial capability)", an advantageous

element of the enterprise. On the other hand, Tesla shall effectively control financial

risks and maintain its advantages. Under an extremely flexible investment policy,

Tesla can invest in a variety of assets, including bitcoin, Ethernet and dogecoin, and

other digital currency as well as gold exchange trading funds. The price of digital

assets fluctuates greatly. If the value of these digital assets falls below the purchase

price, Tesla's assets will be impaired. In the long run, the profitability of digital

assets is unpredictable. Due to the lack of physical form, the existence and

verification of digital assets are dependent on decentralized technologies. Perhaps

there is a threat of outdated technologies or the characteristics of decentralized

technologies, which may lead to malicious attacks on their integrity. Meanwhile, it is

unavailable to confirm the future regulatory attitude towards digital currency and
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whether such assets can be universally applied or will affect their value.

Tesla should take proper steps in risk management when making investments

and M&A due to business development or capital and financial investment

requirements, so as to reduce the possibility of investment failure and avoid

corporate financial risk mainly arising out of investment failure. Tesla should avoid

blindly investing and M&A in pursuit of scale expansion without scientific

assessment of costs and benefits, or ignoring risk control measures in project

progress, which may result in investment failure and worsening of the company's

financial position, and finally financial risks. In short, reasonable investment and

M&A are the most effective ways to prevent financial risks, and healthy finance is

the most powerful weapon to resist financial risks.

5.4 Fire - Kweichow Moutai

Kweichow Moutai Co., Ltd. was established on November 20, 1999, by

China Kweichow Moutai Distillery (Group) Co., Ltd. as the main initiator, jointly

with seven other entities, and the current controlling shareholder is Moutai Group.

Headquartered in Moutai Town on the banks of the Chishui River in the northern

region of Guizhou Province, the company is mainly engaged in the production and

sales of Moutai liquor and the Moutai series of liquor, and its leading product is

Kweichow Moutai liquor, the progenitor and typical representative Moutai-favor

hard liquor made with yeast, which is regarded as the Chinese signature product in

the international market. The enterprise's shares were listed and traded on the

Shanghai Stock Exchange on August 27, 2001.
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In a highly competitive market, Kweichow Moutai has maintained its leading

position in the industry despite fierce competition from Wuliangye, Jiannanchun and

many high and mid-end liquor brands, mainly due to its strong core competitiveness.

As an enterprise with a particularly strong "margin of safety", Kweichow Moutai has

a lot of "buffer zones" to cushion the impact of external risk factors on its own

performance. In its 2021 annual report, Kweichow Moutai analyzed its core

competitiveness. The "four core competitive powers” were mentioned: the unique

geographical protection of origin, the irreproducible microbial colony, the unique

brewing process inherited for thousands of years, and the high-quality liquor base

resources stored for a long term. Obviously, these core competitive powers, both in

terms of skills and natural environment, are difficult to be imitated by other

enterprises and are held by Kweichow Moutai for a long time, bringing the

enterprise stable income and establishing a strong competitive barrier, which is

corresponding to the element "Fire" in the theory of the five elements.

Wood promotes fire. In 2021, Kweichow Moutai's revenue grew 11.71%

year-on-year and net profit grew 12.34% year-on-year; this performance growth rate

is not outstanding compared to the previous five years, but the revenue of 109.46

billion yuan is much higher than other enterprises, ranking first among 18 listed

liquor enterprises in China, and the second place Wuliangye is only 66.209 billion

yuan. Moutai's gross profit margin on sales reached 93.99%, at a growth rate of

0.21% year-on-year,[71] which resulted in a margin of safety between sales revenue

and product costs that was large enough to cushion the risk of cost increases. In 2013
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Kweichow Moutai set up a finance company, and a year later began to disclose the

revenue data of the finance company in its annual report, and it is shown from the

data, the finance company played the role of a reservoir. In years when Kweichow

Moutai's revenue growth slows down and the growth rate of cash received from the

sale of goods decreases, the growth rate of cash received from deposits absorbed by

the finance company increases, for example, in 2020 and 2021, the finance company

was able to provide financial support for Kweichow Moutai, including bank deposit

interest amounting to more than 900 million in 2021. As the revenue of Moutai

Group has grown year by year, it achieved a sales amount of over 100 billion yuan

and a market value of over 1 trillion yuan, becoming a leading liquor company; the

number of employees has also grown from 39 at the beginning to 43,000 now, and

for the purpose of Kweichow Moutai, its very characteristic geographical

environment is unmatched by other enterprises. In addition to remaining this

superiority, it makes every effort to introduce talents, improve skills and develop

sales channels, etc.; talents play a crucial role among these factors. In the past ten

years, Moutai has introduced 3,935 people with undergraduate degrees and above

through various talent attraction carriers such as the Provincial Talent Expo and

International Big Data Industry Expo, with a total of 15,000 talented persons,

including nearly 100 high-level talents, and only in 2021, 38 high-end talents,

various scholars and experts were introduced to help its development. Moutai has

also declared and applied for Guizhou Province's "Excellent Talent Certificate" and

"Service Green Card for High-level Talents” for more than 400 experts and talents,
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so that they can be entitled to more favorable and convenient services in medical and

health, children's schooling, housing security, finance, government affairs, etc. In

addition, Moutai Group visits experts every year, invites talent representatives to

attend high-level meetings, and strives to build an ecological system for talent

development, reflecting its thirst for talent.

Fire promotes earth. Moutai is one of the three most famous distilled liquors

in the world, along with Scotch whisky and French cognac. Moutai corporate

philosophy system was adjusted and amended several times, gradually forming the

Moutai Group corporate culture, which includes: Promote Chinese national liquor

culture, pursue innovation and excellence; promote development with talent, grow

with employees together; expand business in a rational manner for integrated and

overall development. Corporate culture is reflected in the core competitiveness of the

enterprise; it is shown by the advantage of having a thousand-year brewing process,

Moutai has inherited China's national liquor culture, and the enterprise's corporate

culture of quality assurance and rational expansion can be highlighted in relying on

Moutai Town with high-quality water. The company attaches importance to human

resources and training thereby reflecting the concept of growing with employees

together In terms of leadership analysis, Kweichow Moutai has unique process

technology and a unique geographical location, and applies modern technology in

the production of liquor, which has improved the quality of Moutai liquor and

enabled itself to remain in the leading position in the industry for many years; in

terms of the overall analysis, Kweichow Moutai has a complete production system,
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sales system and supply system, and has established more complete internal

management and control rules, which have been fully applied in the enterprise's

activities, thereby making its development strategies to be implemented and realized.

According to the Xinhua-Moutai series index, the brand communication power and

reputation of Moutai is gradually increasing throughout 2021. It is also worth

mentioning that Moutai has actively fulfilled social responsibility and continued to

adhere to the responsibility concept of "big brand with big responsibility" for many

years, which helps spread the good brand image continuously.

In addition, Moutai's innovation is reflected in its concept, technology and

quality: In terms of innovation strategy management and development ideas, the

company applies science and technology to make the brewing process more

scientific, contributing to high quality, high yield, low consumption, and high

efficiency of Moutai liquor, but it is very difficult to change the traditional brewing

industry that has continued for thousands of years. Kweichow Moutai has been

expanding its channels: Initially, Moutai had only two business channels:

distributors and exclusive stores, and then established direct-sale stores; currently, its

new multi-dimensional direct sales channels have been set up with increasing sales

breadth as well as depth; however, from the perspective of the industry, its operation

model does not have obvious leadership. In contrast to Moutai's innovation and

operations (metal and water), the competitive barriers (fire), financial performance

and corporate culture complement each other, even if there are shortcomings in

metal and water, Moutai may remain the most expensive stock in A-shares (i.e.
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RMB common stock). This is used as a basis for scoring the elements and drawing

an umbrella chart.

Figure 11 Kweichow Moutai corporate umbrella chart and scoring chart

Located on the Chishui Riverside, Moutai has an unrepeatable competitive

barrier due to its geographical advantages. Local climate, soil, water, and

micro-population provide high-quality conditions for the microbial habitat and

reproduction of Moutai-style liquor. In addition, the complex and unique brewing

process creates the core product competitiveness of the enterprise. To maintain the

advantageous elements of the enterprise, Kweichow Moutai should take effective

measures in the protection of geographical origin and intellectual property rights.

Due to the limitation of the environment and brewing technology, Moutai requires a

production cycle of 5 years or longer, therefore its production capacity is always

limited. This requires Kweichow Moutai to continue to follow the principle of

"everything is subordinate to quality", to ensure the superior quality of Moutai liquor,

rather than blindly increase production capacity, which may be accompanied by

quality downgrading; in addition, Moutai should improve the utilization efficiency

of land resources, and protect the ecological environment of the Chishui River Basin
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and build up the advantageous element of the enterprise-"fire" (competitive barrier).

Many people also regard Moutai as a collectible with the function of value

preservation and appreciation. With the rising price of Moutai, the financial attribute

of Moutai is gradually highlighted, but this attribute may become a speculation tool:

The output of Moutai liquor has increased year after year. In 2021, the output

exceeded 50,000 tons, but the product is still in short supply in the consumer market.

Some of the Moutai liquor is stored for appreciation. This is a huge risk to both the

price of Moutai liquor and the share price of Moutai Group. If it loses the potential

for value preservation and appreciation, the price will fall sharply. The huge price

difference between ex-factory price and sales price may be due to the stockpile of

distributors' channels. Hunger marketing is also one of the reasons for the price

increase of Moutai liquor. This is the problem that Kweichow Moutai should address

at present. Kweichow Moutai may continue to increase the proportion of distributors

in the distribution of sales channels. Flat channels are beneficial to regulating supply

and demand and suppressing excessive speculation and stockpiling in the market.

It should be noted that Kweichow Moutai should take further steps to

eliminate internal management defects, such as senior management’s fraud acts, and

failure in the establishment of anti-fraud procedures and control measures. It is

necessary to strengthen the brand and product quality management and expand the

brand effect. It can also effectively improve its modern management level by

reducing management levels, improving management efficiency, actively promoting

management innovation, and integrating modern management into various aspects
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such as financial management, capital operation management, cost management,

procurement and marketing management, to fully overcome its shortcoming

elements: "metal" (innovation capability) and "water" (operational capability).

5.5 Earth - Haidilao

Founded in 1994 in Jinyang, Sichuan Province, Haidilao is a leading Chinese

restaurant brand with a global network of stores in Singapore, Korea, the United

States, Japan, Canada, the United Kingdom, Vietnam, Malaysia, Indonesia, and

Australia, in addition to the Chinese market. Relying on the business concept and

model of "community of interests and strict management", the company stimulates

the enthusiasm of its employees and wins a good reputation in the market with

high-quality products and excellent services in the industry. The enterprise has a

huge customer flow base, serving over 378 million person-times in 2021, with over

100 million registered members as of March 2022, and ranked second on the 2020

China Top 100 Restaurants. Haidilao establishes a unique brand impression and

gains customers' loyalty through its ultimate service, thereby standing out in the

highly competitive hot pot market. The highly praised service of Hailidao is based

on its strong management organizational capacity and a bottom-up corporate culture,

which is categorized as the element "Earth".

Fire promotes earth. The catering industry has a higher staff turnover rate,

and employees’ poor motivation to take the initiative to serve is regarded as the

industry's pain point, due to the following reasons: First, salary is not satisfactory

and the material reward is low; second, the work lacks a sense of achievement and
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the path of career development is uncertain; third, it is difficult to gain respect with a

low sense of personal identification. Employees’ motivation and effort are the

cornerstones of the enterprise's dedication to customer service. With "ultimate

service" as its brand impression, Haidilao has taken a series of measures to improve

employee motivation and solve the pain points. First of all, the "piecework wage

system" highly links the salary with the performance, reflecting the enterprise's

corporate culture of "changing fate with hands". In addition to salary, Haidilao

provides humanized care and a perfect welfare system, including a good dormitory

environment for employees, employee insurance, etc., to enhance the happiness of

employees, thereby reflecting the enterprise's corporate culture of "changing destiny

with our hands". In addition to salary, Haidilao provides humanized care and a

perfect welfare system, including providing employees with a good dormitory

environment, employee insurance, subsidies for employees' parents, and education

opportunity for employees' children to enhance employees' happiness. Secondly, the

company provides a perfect training mechanism for career development and

establishes a fair and clear promotion path. In consideration that the chain service

lacks management talents, the company develops its capacity to cultivate talents as

one of Haidilao's core strengths, reserves, and develops talents in advance for its

sustainable development and the long-term retirement plan of the senior

management team, and gives employees sufficient opportunity for growth. Finally,

in addition to generous material rewards, the company also grants its employees a

certain "trustable power" and “authorization “to enhance their sense of personal
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identity and respect. Service employees are granted reasonable discretion to give

discounts and other benefits to meet the unique requirements of customers, and

believe that the brand is closely related to their benefits; Haidilao also has

whistleblower confidentiality and whistleblower reward system, which helps

employees to monitor each other and enhance the sense of responsibility. In addition,

under the "mentor-apprentice system", the salary of the store manager is linked to

her/his apprentices, which perfectly illustrates the “community of interest" and

promotes the expansion of "talent size" and "store size". Due to the higher

consistency of interests between the master and the followers, there is a natural and

solid relationship of mutual help between the stores and a "family mechanism" for

growing up together.

Earth promotes metal. Haidilao keeps pace with the times and uses

technological innovation to improve its services and customer experience. In

addition to service through its people, Haidilao has also been committed to using

technology to optimize the customer dining experience. As one of the first

restaurants in China to use tablets in ordering step, it makes order placement faster

and more accurate, and better understands consumer preferences with the data

accumulated by the order placement system. It launched an app with online booking,

take-out ordering, and dine-in reversion functions to optimize the consumption

experience; independently developed a ventilation system to minimize hot pot odor.

The company is also trying out and promoting new technologies on a small scale. In

2018, the first smart restaurant of Haidilao was officially opened in Beijing, and in
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2019, Haidilao will open 3 new restaurants with new technologies (including the

first overseas restaurant with new technologies). Through unified management of

smart kitchen, precise control and real-time tracking of automatic food feeders,

Haidilao has improved food safety standards; through interactive games,

three-dimensional projection, and scene switching, it has brought customers an

audio-visual immersive dining experience; the self-developed personalized

automatic hot pot dispenser can overturn the traditional model of manual pot

dispensing and meet customers' personalized needs such as " hotter and spicier" or

"less salt, less oil" to enhance operational efficiency and improve customers' dining

experience. From 2020, Haidilao's Shanghai Smart Central Kitchen Program has

been in full swing, and Haidilao is cooperating with ABB and Siemens, the world's

leading automation enterprises, to start the exploration and pre-research for Shanghai

Smart Central Kitchen. Haidilao makes technological innovations to optimize store

service and product quality and continues to explore and advance on the route to

continuously improve customer experience.

Corporate culture (earth) is the key to the brand loyalty of Haidilao. In terms

of innovation (metal), Haidilao is actively exploring and is committed to using

technology to optimize the customer dining experience. Operational efficiency

(water), especially on the supply chain side, is also one of the competitive

advantages of restaurant business. After years of development, Haidilao has

established an integrated supply system by investing in the industry chain, including

upstream sectors, such as ingredient supply, warehousing and logistics, ingredient
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and condiment processing, and downstream sectors such as store decoration service,

human resource service, information management and take-out. The investment in

the industrial chain has guaranteed its stable quality of raw material supply, enabled

the enterprise to focus more on store operations and also established cost advantages,

thereby providing strong support for its rapid development. In terms of financial

performance (wood), from 2017-2020, the enterprise's ROE was 108.7%, 33.9%,

24.4%, and 3.0%, respectively, at a high level in the industry, but fell back in 2021

due to the COVID19 epidemic; in terms of pre-tax profit margin, from 2017-2019,

the enterprise's pre-tax profit margin was 15.3%, 13.3%, and 12.2%, respectively,

significantly higher than other restaurant chains[72], but there has been a significant

drop from 2020[73]. According to the above research, each element of Haidilao is

scored as follows.

Figure 12 Haidilao corporate umbrella chart and scoring chart
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In terms of competitive advantage, Haidilao has been involved in the

continuous improvement of ultimate user experience to realize sustainable

development; Haidilao stands out in the catering industry with the brand image of

"service first, customer-oriented", but after its success in Haidilao the model has

been followed by many catering competitors: They deem service as the core concept,

improve the salary management system, and increase employee benefits, resulting in

an increase in the overall industry level so that the original advantage of Haidilao has

gradually declined. The cost of imitation is relatively low, while Haidilao invested a

lot of resources in its employees, provided preferential treatment, and paid huge

costs in the initial development stage; although the investment is large at the

beginning of development, the strong competitive advantage has brought a huge gain,

and the number of stores, operating results, profitability increased significantly.

Although in recent years, the gap between the leading enterprises in the industry has

been gradually narrowed with the intensification of competition in the industry, it is

undeniable that Haidilao has developed very rapidly in the early stage, and

competitors only imitated Haidilao’s competitive advantages at low costs, after

Haidilao had given full play to its competitive advantages and enhanced its corporate

value. In the future, it is impossible to continue this advantage by maintaining the

status quo; the company is necessary to perform more outstandingly and to further

enrich the connotation of corporate culture from new perspectives and new ideas. In

the future, if the company plans to continue this advantage, it shall perform more

excellently other than just maintaining the status quo. Starting from a new
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perspective and new ideas, the company shall further enrich the connotation of

corporate culture (earth), and promote substantive innovation that can realize

revenue transformation (metal). Specifically, in recent years, Haidilao has paid

continuous attention to personalized service and provided a customized service

model. The tangible service (such as nail enhancement and provision of glasses cloth)

and intangible service (such as hot pot take-out) make it different from its

competitors. Because of the lack of patent protection, this service model has been

copied all the time. However, if Haidilao is able to continuously improve its

personalized service, innovate new ones and explore more attractive service models,

so as to keep the freshness of customers and provide different featured services, it

can continue to establish its own brand image in the highly competitive catering

industry. Meanwhile, it is suggested that it should seize the advantages of the new

media platform, cooperate with the new media, actively create topics on the new

media that can positively enhance the company's image, avoid the impact of negative

topics, and promote its own platform online and offline to carry out more targeted

marketing activities and create featured marketing.

In the final analysis, as a participating enterprise, Haidilao not only pays

attention to the service but also improves its catering service level. How to make the

dishes more distinctive is also one of the breakthrough points of corporate value.

With the characteristics of high-quality catering taste and high cost performance, it

should develop new markets and new profit growth points; it may enrich the variety

of dishes, or precisely divide the market and define the marketing strategy. For
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example, it is available to adjust the ingredients according to geographical segments

to make them more in line with the tastes of local consumers, and adjust the service

model according to the population segments of the mainstream consumer groups in

the stores, etc., to adapt all stores to local conditions and consumption habit. As the

O2O model becomes more and more important gradually, Haidilao should increase

its investment in technology research and development, continuously optimize the

functions of the platform, and pay attention to consumers' experience, to facilitate

customers' ordering of take-out food; in addition, it shall enhance customers'

stickiness, run multiple channels and take various preferential methods in parallel,

stimulate customers' desire to buy, thereby to increase sales volume and improve

financial capability (wood).
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CHAPTER 6

THE EXPANSION AND APPLICATION OF THE FIVE ELEMWNTS

THEORY

6.1 Inter-restricting Principle

In the previous chapter, the theory of the five elements is used to analyze the

advantages of the case companies, and during the process of further discussion on

how they can improve, it is found that the elements that need to be improved are all

the aspects in which these companies perform poorly, therefore, from the theory of

the five elements, these elements are all those restricting its advantageous elements.

If an enterprise intends to achieve a breakthrough, it should take the initiative to

break the existing situation, restrain the over-development of the advantageous

elements with the growth of the disadvantageous elements, and form a new balance

and steady state, so as to prevent the unbalanced development caused by the

over-imbalance in the allocation of the essential resources of the enterprise. In this

way, it is available to explore the application method of the five elements

inter-restricting principle in analyzing the development direction of the enterprise,

and makes a brief analysis as follows:

The concept of balance is one of the most important cornerstones of Chinese

philosophy and world outlook. This concept is fully embodied in the principle of

inter-restricting. The principle of inter-restricting refers to mutual restriction and

mutual counterbalance between the five substances: metal, wood, water, fire, and

earth. It is one of the contents of the theory of the five elements in ancient China. In
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the Sui Dynasty, Xiao Ji pointed out the relationship between them in the book the

Fundamental Theory of the Five Elements- Research on Inter-Restricting: "The

restricting element aims at restricting and neutralizing other elements and it can

conquer those elements which are not as powerful as itself, by virtue of its own

strong power. Therefore, wood restricts earth, earth restricts water, water restricts

fire, fire restricts metal, and metal restricts wood" [74], the relationship between

inter-promoting and inter-restricting principles is shown in the following figure:

Figure 13 Analysis frameworks of five elements (including the principle of

inter-restricting)

The inter-promoting and inter-restricting are similar to Yin and Yang, the

inseparable sides of the same thing. "Promoting" is to drive the growth and

occurrence of things, "restricting" is to balance and coordinate things in development;

"inter-promoting" and "inter-restricting" develop cyclically. The two relations are

intertwined. In life one relation may contain the other relation and both supplement

each other to promote and maintain the growth, development, and change of things.
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Looking back at the cases in the previous chapter, for Ali Health, its

advantageous element at this stage is innovation ability (metal), and the element

restricting metal is fire, which represents the competitive barrier, and the competitive

barrier is also the factor that performs poorly at this stage. At present, Ali Health's

business and technological innovation have achieved certain results, and the

performance of the advantageous elements has been highlighted. From the

perspective of balance, fire restricts metal to achieve the goal of balanced

development. Therefore, this paper suggests that Ali Health should make full use of

the advantages of the Internet to highlight Ali Health's branding in the next round of

competition, seek a correct market positioning, build a brand image, and enhance its

competitive barrier (fire).

In another case, Tesla performs well in financial capability (wood). The

company needs to consider how it will not be eliminated in the new round of the

competition when growing rapidly. This requires consideration of further

improvement in other elements. As metal restricts wood according to the principle of

inter-restricting, in future development, Tesla should pay attention to the innovation

(metal) of products and related supporting facilities and services, and develop Tesla's

electric vehicle into a high-tech electric vehicle that is obviously different from other

brands, by improving innovative supporting services with features and enhancing

customers' purchase and driving experience.

The analysis method also applies to other cases. An enterprise can start with

the elements that restrict their advantageous elements, restrain the over-development
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of the advantageous elements, and thereby systematically boost the corporate value

from the view of balance.

6.2 Industry Perspective

The above-mentioned five elements analysis framework takes individual

enterprises as the analysis object, and this section expands the theory of the five

elements to a more macro perspective: industry, and tries to apply the theory to

industry analysis. However, it is found from the survey that there is no unified

advantageous element within an industry, and each company on the same track will

show different relative advantages. If the industry is divided into several segments

by such factors as the business scope and main business, each segment is a collection

containing many enterprises, and the enterprises in the same segment are highly

similar in business, therefore they can reflect the essential attributes of the segment

to certain extents, and the leading enterprise in the segment can be taken as a model

of the industry and a target for comparison and reference by many competitors, so

the leading enterprise can be used as a representative of the segment; in this

approach, it is available to establish a three-level classification system of

"industry-segment-enterprise".

Compared with the enterprises outside the segment, enterprises within each

segment industry need similar resources. Therefore, these enterprises have a direct

competitive relationship with each other and interact in an extremely close manner.

As a result, the enterprises have the incentive to become the leaders in this segment,

to seize more social resources, form high-quality supply advantages, and dominate in
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the competition, thereby absorbing higher-quality resources, consolidating their own

position, boosting the corporate value, and benefiting from their leading status. From

another perspective, the umbrella chart of enterprises within the same segment is

roughly similar in outline: they have higher scores on the advantageous elements and

lower scores on the other elements. Therefore, a leading enterprise can be used to

centrally reflect the essential characteristics of the segment in which it operates.

More precisely, it represents the current highest level of the segment and the possible

development trend in the future. Therefore, for the purpose of analyzing an industry,

the industry is divided into several segments by the business scope, and then the

leading enterprises in each segment are taken as representatives to explore the

development status of the industry, as the saying goes, a small sign can indicate a

great trend.

6.3 Case Analysis Of Medical Industry

Taking the medical industry as an example, it is shown from the whole view

of the industry, that the upstream enterprises pay attention to innovation and research

and development, while the downstream medical service enterprises are

service-oriented. Each segment of the medical industry has varying focuses,

resulting in the atypical advantages of the whole industry, while in a segment, all the

companies show similar advantages.

Pharmaceutical companies that attach importance to research & development

are generally known for their innovative attributes in the medical industry. Although

drug research & development requires a large amount of capital, technology, and
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talent investment, once drugs that can effectively treat diseases are developed and

put into the market, they will bring huge benefits to the companies at relatively low

costs. Research & development of new drugs is the core business of pharmaceutical

companies, and innovation ability is the core competitiveness of these companies. In

this segment of the industry, most of the companies take innovation ability (metal) as

an advantageous element. As one of the world's three largest pharmaceutical

companies, Novartis expands its business scope to many fields such as innovative

patented medicine, non-patented medicine, vaccines, and diagnostics. It acts as a

global leader in each of these fields. Under the mission of "caring for life and health",

Novartis continuously researches, develops, and promotes innovative products,

steadily boosts its corporate value, and ranks first in the world in market value.

The players in the medical industry are not all innovative enterprises. As for

the specialized hospitals in the medical service field, they are all service-centered,

but there are differences among them. Ophthalmic hospitals usually have high

technical requirements for capital, equipment and doctors, as an asset-intensive

segment. Doctors are difficult to practice independently from hospitals, so they must

highly rely on the resources from hospitals. This field has a high threshold and

strong replicability. Through the chain mode, ophthalmic hospitals can expand

business scale rapidly, obtain first-mover advantage and produce a scale effect. As a

leader, Aier Ophthalmology runs more than 700 branded medical institutions

worldwide to build up a competitive barrier (fire). With the continuous expansion of

the business scale, Aier Ophthalmology grows rapidly in terms of both sales volume
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and stock price. Therefore depending on its high growth in performance, the

company is capable of acquiring high-quality enterprises in the industry, such as the

MINGWANG Ophthalmology Center in the United States and the Cliníca Bavier,

the Europe's largest chain ophthalmology group, so as to avoid the pre-stage slow

profit growth caused by the construction of new hospitals and strengthen the

competitive barrier. However, the pattern doesn’t apply to dental hospitals. Private

dental clinics play a dominant role due to low investment costs, low threshold, high

doctor costs, and difficulties in making profits when expanding to other places. In

China, private dental clinics account for as much as 95% of oral medical service

institutions. Starting from this point, leading enterprises in the segment are trying to

improve their operational efficiency (water) to drive boost of corporate value.

Heartland Dental, a representative enterprise from Dental Service Organizations

(DSO) in the United States, has set up more than 900 clinics, which avoids such

problems as high cost of doctors and difficulty in making profits when expanding to

other places, and realizes the chain model of dental clinics: The leading company is

not only able to provide technical support for clinics but also manage staffing,

procurement, marketing, IT technology, finance and other activities so that doctors

can focus on providing treatment and care services to patients and meanwhile obtain

opportunities for further study. Although there is not a listed company in the DSO,

its chain model has been proven to be feasible in practice, greatly improving

operational efficiency and making continuous progress in performance.

It is shown from this case that, due to the differences in business and
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operating model, the advantages of each segment vary, but in each segment, all

companies have similar advantageous elements. Pharmaceutical enterprises mostly

take innovation ability as the advantage, while ophthalmic hospitals and dental

hospitals take competitive barriers and operational efficiency as the advantage

respectively. In addition to the above-mentioned two segments: pharmaceutical and

hospital services; the medical industry also has medical devices, medical insurance,

biotechnology segments, etc. Although there is no one-by-one analysis in this

section, it has reflected the concept of "a leading company can be used as a wind

indicator of a segment and a segment can be used as a wind indicator of the whole

industry.”
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CHAPTER 7

CONCLUSION AND DEFICIENCIES

7.1 Conclusion

This paper applies the theory of the five elements to corporate value boost,

by matching the essential characteristics of metal, wood, water, fire, and earth with

the five core factors influencing corporate value, using an analogy approach. Metal

corresponds to innovation capacity, wood corresponds to competitive barriers, water

corresponds to operational efficiency, fire corresponds to financial capability, and

earth corresponds to comprehensive capacity. Under the inter-promoting theory of

the five elements, there is a natural relationship between the core factors influencing

corporate value, and thus a five elements analysis framework model is constructed.

As metal promotes water, continuous business innovation will bring about the

improvement of enterprise operation efficiency, making the whole production and

sales chain more smooth and efficient; as water promotes wood, the effect of the

improvement of operation capacity will be reflected in the growth of financial

indicators such as profitability, ensuring the stable cash flow and sustainable

development; as wood promotes fire, depending on a better profitability, an

enterprise will attract more talents and capital and other resources, and the

aggregation of resources can further enhance competitive barrier of the enterprise,

which makes the enterprise have an upward advantage in business competition; as

fire promotes earth, after the enterprise establishes its core competitiveness, its

comprehensive capacity will be improved, the innovation atmosphere and innovation
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culture will be formed, and the comprehensive strength and comprehensive capacity

will be further improved; as earth promotes metal, the improvement of the

comprehensive capacity lays a good foundation for the next round of business

innovation, which continuously promotes the business innovation within the

enterprise. Such an increasingly positive cycle will bring continuous value

improvement to an enterprise. On the one hand, there is an inter-promoting

relationship between the elements, each element is promoted by or promotes the

other element, which makes the elements no longer develop in isolation, but have a

close relationship with each other. On the other hand, there is a synergistic

development among the five elements, which ultimately contributes systematically

to the boost of corporate value under the premise of mutual influence.

On this basis and in combination with the M-P neuron model, an umbrella

corporate value scoring system is proposed, which consists of two parts; by a

comprehensive consideration of financial reports, industry rankings, corporate

announcements, and other information, it is available to compare the performance

status of each element with the industry average to obtain the score of each element

(1-10 points), forming an umbrella corporate value scoring chart, where 5 points

indicate the industry average; the chart is a five-dimensional radar chart, which can

be used to visually observe the development status of each element of the enterprise.

Unlike the financial radar analysis chart mentioned in previous literature, the

umbrella chart contains non-financial factors other than financial factors, and there is

a close connection between factors. To reflect this connection and to evaluate the
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corporate value, the paper constructs a five-element neural network evaluation model

with the help of the M-P neuron model, and this model is the other part of the

umbrella corporate value scoring system, which can reflect the relationship between

the elements of the enterprise, i.e. the principle of inter-promoting relation; the

corporate value score is finally obtained from the initial score of each element

through weighting and activation. The system provides a tool to analyze the

operation of the enterprise and the level of the industry, promote the enterprise to

find the advantageous elements, make a breakthrough on key points, increase the

corporate value and lead the industry progress while focusing on the weak elements

to make up for the shortcomings and preventing adverse impact on other elements.

In addition, it is necessary to remind enterprises to pay attention to the overall

changes in the industry, integrate resources, and keep pace with the times, in

addition to improving their elements.

This paper presents the case study of five leading enterprises in the big-health

sector and high-tech sector, namely Ali Health, JD Health, Ping An Good Doctor,

Apple and Tesla, using the constructed five elements analysis framework model and

umbrella corporate value scoring system. In the big-health sector, depending on its

parent company's excellent Internet resources, JD Health has gained an efficient and

effective operational capacity based on its supply chain, which corresponds to

"water" in the five elements, thereby forming an advantage in the element, showing

relatively excellent performance in other elements, obtaining the highest corporate

value score of 7.1 among the three enterprises analyzed herein. In comparison, Ali
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Health has a balanced development in all elements, with a strong traffic support to

form a competitive barrier, innovation in the online medical service industry, high

revenue growth and continuous project investment, but it has the potential to further

strengthen the operational efficiency and accelerate the implementation of new

projects, thereby ranking second among the three enterprises in the same industry;

known as "the first stock of global medical technology,” Ping An Good Doctor takes

competitive barriers as an advantageous element “fire”, integrates medical services

and various types of insurance to form a synergy, builds a medical ecosystem,

establishes a technological barrier, but its scores of other elements are higher than

the industry average but still needs to be strengthened, and finally, the company

receives 5.7 points of the corporate value score. In the high-tech sector, Apple and

Tesla are analyzed and compared one by one, because of the similarities in their

industry positions. The advantages of Apple lie in its advanced technological

innovation and business model, as well as its strong corporate culture. The other

elements also performed extremely well. As Apple is in the mature stage of

development, its final score is 8.0. In contrast, Tesla is in a rapid growth period, with

strong profitability and efficient operations to support the increasing corporate value,

but in the booming new energy vehicle industry, Tesla faces a constant influx of

competitors, and its competitive advantage is a factor that needs to be further

strengthened; Tesla’s corporate value is scored 7.4.

Inspired by the case study, the principle of inter-restricting can be applied to

provide development suggestions for enterprises; attention may be paid to the
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elements that restrict advantageous elements, which are usually manifested as their

disadvantageous elements; a company may promote the disadvantageous elements,

inhibit the over-development of the advantageous elements, thereby making each

element develop in a balanced way, and promoting the systematic boost of corporate

values. In addition, the industry-based expanded theory of the five elements is put

forward on the basis of the corporate umbrella corporate value rating system. It is

found from the survey that different enterprises in the same industry have different

advantages and the industry itself does not have specific advantageous elements and

other related attributes, but an industry can be further divided into several segments

by the attributes to form a three-level classification system of

"industry-segment-enterprise". The group of companies in a segment has similar

umbrella charts and competes more fiercely with each other, which enlightens the

companies to make a horizontal comparison in the segment, strive to become a

leader, and absorb high-quality resources to boost their corporate value.

In conclusion, the paper constructs a system for systematically evaluating the

performance of the core factors influencing corporate value, with the help of the

theory of the five elements, explains the correlations within each factor and the ways

to promote corporate value boost as a whole, and provides a new tool for analyzing

corporate value and industrial profile using the five elements analysis framework

model, the umbrella chart of corporate value scoring, and the five-element neural

network evaluation model.
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7.2 Deficiencies

This paper only explores a methodology to systematically analyze the

corporate value, initially combines the theory of the five elements with the boost of

corporate value, and analyzes the relationship between the core factors influencing

corporate value and the overall contribution of each element to corporate value, but

there are some deficiencies and shortcomings in the paper.

First of all, the application of the theory of the five elements here is not just a

mechanical judgment, but there is an internal logical connection: when it is applied

to the complex and changing business environment, the method is only used as an

analytical tool, rather than a one-size-fits-all solution; specific analysis may be

required for specific issues on a case-by-case basis to avoid rigid application.

Secondly, by the five-element neural network evaluation model proposed as

per the M-P neuron model, it is difficult to obtain a large amount of actual data

within an enterprise, including financial and non-financial data, so the model

parameters only present a reflection on the effect and influence between the elements,

and they are not determined by a large amount of data fitting, therefore this is a

future development direction regarding the research topic.

Finally, the five elements analysis framework model proposed in this paper

only applies the principle of inter-promoting in the theory of the five elements. The

application of the inter-restricting principle is only mentioned in the analysis of the

future development direction of enterprises and is not explained in detail. In the five

elements, the inter-promoting and inter-restricting relations are two inseparable sides



103

of things. The inter-restricting principle should be given more attention to perfect the

application of the theory of the five elements in the boost of corporate value.
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