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Abstract:
In the context of the booming digital economy, enterprise 
digital transformation has become an important way to 
enhance core competitiveness and achieve sustainable 
development. Taking JD.com as a typical case, this 
paper adopts a research method that combines the case 
analysis with theoretical analysis to systematically 
explore the mechanism of the impact of enterprise digital 
transformation on profitability. The study found that 
JD.com, through the implementation of the strategic 
transformation of “supply chain-based technology and 
service enterprise”, built a technical infrastructure with 
JD Cloud and intelligent supply chain as the core, and 
successfully achieved innovation in the three major 
business models of retail, logistics and technical services. 
At the same time, it significantly improved profitability 
through the three major paths of cost control, differentiated 
premium and new profit model creation. This study not 
only deepens the theoretical understanding of the logic 
of enterprise digital value creation but also provides 
practical reference for the transformation and upgrading 
of traditional enterprises. It has important theoretical value 
and practical guiding significance.

Keywords: Digital transformation, enterprise innova-
tion, path analysis, case study

1. Introduction
This new economic landscape, driven by digital 
knowledge and information as key production fac-
tors, modern information networks as crucial carri-
ers, and the effective utilization of information and 
communications technologies, is driving fundamen-
tal changes in the economic development model. 

Against this backdrop, digital transformation has 
evolved from a matter of choice to a crucial imper-
ative for corporate survival and long-term devel-
opment. It is no longer simply a tool for improving 
efficiency, it is a strategic imperative driving business 
model innovation and building core competitive 
advantages. For the retail industry, which connects 
production and consumption, challenges such as the 
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impact of online channels, the personalized and diversified 
consumer demand, and the uncertainty of global supply 
chains are forcing companies to reshape their value chains 
through deep digital transformation to maintain vitality 
and achieve sustainable growth amid fierce competition 
[1].
JD.com, a preeminent self-operated e-commerce enter-
prise in China, has established a paradigm for its digital 
transformation practices. JD.com has achieved a notable 
level of operational excellence. This is evidenced by the 
development of its own logistics network, the imple-
mentation of a technological transformation strategy in 
2017, and the subsequent positioning of the company as 
a „supply chain-based technology and service company“ 
in 2020. The company has maintained inventory turnover 
days below 30 days for two consecutive years, and 95% 
of orders have been delivered on the same or next day. 
JD.com‘s strategic evolution is indicative of a profound 
comprehension of the digital economy. These character-
istics render it an exemplary and suitable subject for the 
study of how digital transformation enhances corporate 
profitability.
JD.com‘s strategic evolution demonstrates a profound un-
derstanding of the digital economy. These characteristics 
make it an ideal and representative example for studying 
how digital transformation empowers corporate profitabil-
ity.
The relationship between corporate digital transforma-
tion and economic outcomes has become a hot topic in 
academia. Existing literature, through large-sample em-
pirical studies, generally confirms the positive correlation 
between digital transformation and corporate productivity 
and market value. Studies have also explored the under-
lying mechanisms from the perspectives of supply chain 
integration and organizational agility. However, existing 
studies mainly focus on quantitative verification at the 
macro level, lacking detailed research on the internal pro-
cesses and micro mechanisms of the transformation. Fur-
thermore, most studies focus on traditional performance 
indicators, lacking a comprehensive analysis of how dig-
ital transformation systematically restructures a compa-
ny‘s cost structure, revenue sources, and the profit model. 
Furthermore, insufficient attention is paid to the dynamic 
synergy between strategic evolution, technological invest-
ment, and business innovation during the transformation 
process, and case studies with deep temporal depth are 
lacking [2,3].
Based on these research gaps, this paper establishes its 
core research questions and objectives: This study aims 
at analyzing JD.com‘s digital transformation practices 
and delve into the internal mechanisms and transmis-
sion channels that influence its profitability. Specifically, 
these questions address the following aspects: First, what 
strategic evolutionary stages did JD.com undergo in its 

digital transformation? Second, what key innovations did 
it implement in its technological infrastructure and the 
business model? Third, through what specific pathways 
did these initiatives ultimately impact their profitability? 
Compared to existing literature, this study employs an 
in-depth case study approach, aiming at construct a theo-
retical framework explaining how digital transformation 
drives profitability, thereby bridging the gap between 
macro-level research and micro-mechanisms.
In comparison with the existing literature, this study em-
ploys an in-depth case study approach, which involves 
systematic collection and analysis of JD.com‘s public ar-
chival data, including annual reports, strategic announce-
ments, and industry analyses, to trace the trajectory and 
mechanisms of its digital transformation. The study will 
set out to develop a theoretical framework that will inform 
how digital transformation translates to profitability and, 
therefore, will address the gap between macro level stud-
ies and micro-mechanisms.

2. JD.com‘s Practical Path to Digital 
Transformation
JD.com‘s digital transformation was not achieved over-
night, rather, it was a systematic, interlocking, and pro-
gressive process encompassing three levels: strategy, 
technology, and business. Its transformation path clearly 
demonstrates how a company can use digital technology 
as a supporting tool to enhance its core business drivers 
and ultimately develop them into core products that can 
be exported externally.

2.1 Strategic Level: From „Integration“ to 
„Supply Chain-Based Technology and Service 
Enterprise“
JD.com‘s digital transformation is rooted in its profound 
strategic evolution. In its early days, JD.com relied on its 
„integration“ model—self-operated e-commerce and in-
house logistics—to build a strong moat. By controlling the 
entire procurement, sales, distribution, and the after-sales 
process, it ensured user experience and product quality. 
This model laid the foundation for its exceptional supply 
chain management capabilities and a vast amount of re-
al-world transaction data, which also served as the „soil“ 
for its subsequent digital transformation.
However, this model also came with high operating costs 
and enormous management challenges. Seeking break-
throughs, JD.com clearly stated its „technology transfor-
mation“ strategy in 2017. This marked a fundamental shift 
in its thinking: technology was no longer simply a cost 
center to support its business, but rather an engine driving 
future growth. In 2020, JD.com further clarified its strate-
gic positioning as a „supply chain-based technology and 

2



Dean&Francis

Jiaqi Zheng

services company,“ charting the course for its subsequent 
resource investment and business innovation. Specifi-
cally, technology investment shifted from internal cost 
reduction and the efficiency improvement to building core 
products and solutions for external export. Its business 
model expanded from focusing on organic retail growth to 
service-oriented expansion that empowers external indus-
tries, thereby systematically opening up a new path for the 
value creation [4].
The impetus for JD.com’s strategic shift stemmed from 
the challenges inherent in its initial “integration” model. 
While effective for the quality control, this model result-
ed in high operational costs and significant management 
complexities. Under the pressure of competitors, [chang-
ing] consumer needs, and the requirement to have a sus-
tained growth, JD.com realized that it was needed to go 
beyond the business model that it had used traditionally. 
Digital transformation proved to be the critical channel 
towards solving these issues, which is maximizing cost, 
improving efficiency and opening new value propositions.

2.2 Technology Investment: Building an Intelli-
gent Infrastructure
A grand strategy requires a solid technological foundation. 
JD.com has consistently invested heavily in Research and 
Development (R&D) for many years, aiming at building 
an intelligent infrastructure that simultaneously serves the 
dual goals of reducing internal operational costs and in-
creasing efficiency, and exporting capabilities externally.
JD Cloud is the technological foundation for all of this. As 
a cloud platform honed from JD.com‘s own complex busi-
ness scenarios, it hosts all of JD.com‘s core businesses, 
ensuring system stability, particularly during high-volume 
events like „618“ and „Double Eleven.“ More importantly, 
JD Cloud opens up its underlying computing, storage, and 
network resources, as well as its core capabilities in the 
middleware, including transactions, distribution, finance, 
big data, and Artificial Intelligence (AI), to the public in 
the form of modular, standardized cloud services. This 
allows external companies to directly access proven tech-
nology components and rapidly digitally upgrade their 
own businesses.
The intelligent supply chain, however, is the core of busi-
ness operations. It is a complex, big data and AI-driven 
decision-making system, primarily featuring intelligent 
product selection and demand forecasting, automated pric-
ing and promotions, and intelligent inventory management 
and collaboration. For example, in the fresh produce cate-
gory, JD‘s intelligent supply chain monitors regional sales 
trends, weather, and traffic conditions in real time, dynam-
ically predicting daily sales for each store and intelligently 
planning optimal replenishment routes and frequencies. 
This significantly reduces the loss rate of perishable goods 
such as fruits, vegetables, and seafood.

The development of this intelligent infrastructure is a key 
step for JD to transform technology from a „cost“ into 
an „asset,“ providing unlimited possibilities for business 
model innovation.

2.3 Business Model Innovation
Strategic guidance, technological support and the imple-
mentation of innovative business models: these “three 
legs” make JD.com retail business, logistics and technical 
service business, these three parts, this “three legs” actual-
ly tightly connected.
In retail, JD.com still be further integrated online and 
offline: JD.com has already cooperating with the super-
market chain Walmart, etc., the inventory of these three 
supermarket chains is all connected to JD.com: when the 
consumer place an order, automatically transfer to the 
nearest store or forward warehouse to complete the deliv-
ery, ultimate “hour” or even “minute” delivery experience, 
directly improve the retail sales: order conversion rate, 
cross selling opportunities, platforms commission income. 
In addition, the fulfillment path is optimized, which can 
indirectly reduce the end-to-end delivery cost and increase 
the profit.
In logistics, JD.com is one of the most successful exam-
ples of capability outsourcing. It has transformed from a 
cost-effective department solely serving JD.com‘s own 
business into a center providing integrated supply chain 
solutions to external customers. Outsourcing logistics 
capabilities not only opens up new revenue streams for 
enterprises, transforming logistics from a cost center into 
a high-profit profit center, but also further dilutes the unit 
logistics costs of JD’s self-operated business through 
economies of scale, achieving the dual benefits of increas-
ing revenue and reducing costs.
In terms of technical services, JD.com has already been 
able to sell its technical capabilities as products. JD Tech-
nology Group packages its intelligent supply chain, cloud 
computing, and digital marketing capabilities into solu-
tions and delivers them to various traditional industries. 
For example, it provides a digital procurement and supply 
chain platform to Beijing Automotive Industry Holding 
Co., Ltd. (BAIC) Group, helping it achieves the digital 
transformation of procurement management. This is an 
extraordinary model that upgrades JD.com’s profit mod-
el from “profiting from the price difference of goods” to 
“profiting from charging technical service fees”. General-
ly speaking, the gross profit margin of technical services 
is much higher, the cash flow is much more stable, and 
the stickiness of customers is much stronger, which great-
ly optimizes the whole revenue structure of JD.com and 
greatly enhance the sustainability of profitability and risk 
resistance.
In short, all the practical steps of JD.com’s implemen-
tation are based on the previous accumulation of core 
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capabilities, and it constructs an extremely solid business 
system that not only greatly nurtures its own business, but 
also greatly nurtures other people’s business, stable and 
strong [5].

3. Analysis of the Pathways in Which 
Digital Transformation Impacts Profit-
ability
The goal of all of the digital transformation that JD.com 
has undertaken is to improve the company’s core competi-
tiveness and sustainable profitability. A close examination 
reveals that the paths that lead to profitability can be dis-
tilled into three core mechanisms: cost advantage, differ-
ential pricing, and new profit models. Together, the three 
paths constitute JD.com’s wide profit moat.

3.1 Cost Control: The Dual Effects of Techno-
logical Cost Reduction and Economics of Scale
The goal of all of the digital transformation that JD.com 
has undertaken is to improve the company’s core competi-
tiveness and sustainable profitability. A close examination 
reveals that the paths that lead to profitability can be dis-
tilled into three core mechanisms: cost advantage, differ-
ential pricing, and new profit models. Together, the three 
paths constitute JD.com’s wide profit moat.
Firstly, the cost-saving impact of technology runs through 
the entire JD.com experience. In warehousing and logis-
tics, JD.com’s Asia No. 1 smart warehouse uses logistics 
robots in massive, warehouse-wide settings, and JD.com’s 
logistics system also uses hundreds of thousands of sort-
ing machines on an industrial scale. These technologies 
greatly enhance space utilization and sorting efficiency, 
and greatly reduce dependence on man power and avoid 
human error. In marketing, through(Precise Advertising)
and (Personalized Recommendation)based on big data, 
JD.com greatly enhances user conversion rate and adver-
tising Return On Investment (ROI), and reduces the aver-
age cost per customer.
Secondly, there are strong economies of scale. JD.com has 
made considerable fixed investments in its cloud comput-
ing, logistics and supply chain systems. As its business 
scale expands, the fixed costs will be spread over an ev-
er-increasing scale, and profitability will improve with 
scale. The stronger they get, the more they become. This 
is the logic behind its cost control strategy. It’s building 
strength and then scaling up.

3.2 The Path to Differentiated Premium: Build-
ing a Hard-to-Replicate User Experience
Beyond the cost reduction, the more important value of 
digital transformation lies in „opening up new sources of 
revenue,“ helping companies break free from homogenous 

competition and earn a differentiated premium by provid-
ing unique value.
Through digital transformation, JD.com has upgraded 
standard e-commerce services to highly personalized ser-
vices and an enhanced experience. Its AI recommendation 
algorithm not only helps to accurately understand user 
needs, but also helps to raise the average order value and 
improve user repurchase rate, enhance user stickiness. 
What‘s more, with its own logistics system, it can deliver 
goods quickly and conveniently, offering an extremely 
high service experience in China‘s e-commerce indus-
try, and also one of the main reasons why users prefer 
to JD.com: „fast“ and „no worry“ delivery experience 
makes people have a very deep impression on market that 
JD.com is „very high service level“.
This great experience driven by digital technologies has 
made its brand value barrier for JD.com. Consumers are 
ready to accept a higher price or less price comparison 
if it is certain, fast and with guarantee service. It helped 
JD.com to maintain and even improve its gross profit 
margin for high unit price categories like consumer elec-
tronics and home appliances, and avoid entering into the 
tornado of pure low prices competition and experience 
quality growth. So what is the bottom line of this differ-
entiated premium way? It is to convert the investment in 
technology into the brand value and user experience and 
create the marginal return.

3.3 New Profit Model: The Value Transforma-
tion of Data Assetization and Capability Exter-
nalization
Most disruption: third path (digital transformation directly 
transforms the profit model, creates new profit sources 
with higher margins), the most disruption is the third path 
(digital transformation directly transforms the profit mod-
el, creates new profit sources with higher margins), the es-
sence is data monetization and capability externalization.
Fintech is the most concrete example of data monetiza-
tion. Based on the huge amount of high- quality trans-
action data and user credit data from the JD ecosystem, 
JD Finance develops consumer finance and supply chain 
finance businesses. Using risk control models, JD Baitiao 
(JD Baitiao) evaluates the user credit and provides credit 
purchase, earning interest and the service fee. This is a 
kind of light business with high margins that directly con-
verts data assets into new profit sources.
Even more dramatically, its technology service revenue is 
exploding. That’s huge, because it means JD is transform-
ing its profit model from charging the difference between 
purchase and sale prices, to charging technology service 
fees. JD is selling its tested supply chain management 
services, logistics, cloud computing and AI technologies 
as products to corporate clients. For example, JD provides 
omnichannel supply chain middleware services to Nestlé, 
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helping it integrates online and offline inventory for inte-
grated operations. These businesses typically enjoy higher 
customer loyalty, more stable cash flow, and significantly 
higher gross profit margins than retail businesses, signifi-
cantly optimizing JD‘s revenue structure and the profit-
ability ceiling.
However, there are corresponding counterparts to the ben-
efits brought about by these new profit models. During the 
process of data assetization, the collection, storage, and 
use of increasingly large amounts of user data are subject 
to more detailed regulations concerning data security and 
user information protection. Failure to comply with these 
regulations may result in information leaks or improper 
use of information giving rise to legal risks and reputa-
tion losses. In the process of capability externalization, 
the competitiveness of technology services depends on 
continuous R&D investment and iterative updates. If the 
speed of technological evolution slows down or the direc-
tion of technology evolution is a misjudge, the company 
will encounter the business risk of capability devaluation. 
The JD.com has constructed a complete data compliance 
system and security technology assurance system, con-
tinuously increased its investment in R&D of advanced 
technologies and strove to cultivate an open technology 
service system to consolidate its differentiated advantage 
in the new competitive environment.
In other words, through digital transformation, JD.com 
has improved its profitability by reducing costs, improved 
profitability per unit by charging differential prices, and 
restructured its profits through a new profit model, realiz-
ing a value transition from a „seller“ to a „service provid-
er“ through the above three routes. The above three routes 
are not independent, but an indivisible whole, which pro-
motes and enhance each other, thereby driving the sustain-
ability and quality of JD.com‘s profitability.

4. Conclusion
This paper studies the logic of how JD.com’s digital 
transformation influences corporate profitability in a 
systematical way based on JD.com’s constant strategy 
evolution. The research reveals that JD.com has evolved 
from being a “integrated” company into a “supply chain-
based technology and service enterprise,” and constructed 
a technological foundation with JD Cloud and intelligent 
supply chain. In addition, JD.com successfully innovated 
in its three business models  and achieved transformation 
practices that greatly enhanced corporate profitability 
through three pathways: cost control, differentiated pric-
ing, and new profit models. Specifically, through technol-
ogy-based cost reduction and economies of scale, JD.com 
continuously improves profitability by controlling costs, 
by creating a brand moat through personalized services 
and experience upgrades, JD.com enhances profitability 

through differentiated pricing, and by exploring new profit 
growth paths through data monetization and capability ex-
ternalization, JD.com enhances profitability through new 
profit models. The “strategy-technology-business” analyt-
ical framework constructed in this study offers a new the-
oretical perspective to the logic of how a company creates 
value in the digital economy.
Though quite informative, this research has some limita-
tions that offer prospects of further research. The findings 
may not be generalized due to it being a one-case study. 
Further studies can undertake comparative case studies 
of various industries or high-level empirical tests in order 
to prove and further extend the suggested framework of 
strategies-technology-business. Moreover, the processes 
of increasing profitability were mostly discussed in this 
research. Future studies would further explore the quanti-
tative measure of the precise role digitization is playing on 
financial performance through more involved econometric 
methods. There are also dynamic risks of data safety and 
technological development, which, as noted above, is also 
worth more systematic research.

References
[1] Roxana Ologeanu Taddei, Sarah Hönigsberg, Pauline Weritz, 
Hendrik Wache, Ferdinand Mittermeier, Silviana Tana, Samuli 
Pekkola. The relationship of digital transformation and corporate 
sustainability: synergies and tensions. Technological Forecasting 
& Social Change, 2025, 210: 123809.
[2] Xiao T S, Sun R Q, Yuan C, Sun J. Enterprise digital 
transformation, human capital structure adjustment and labor 
income share. Management World, 2022, 38(12): 220-237.
[3] Hoessler S, Carbon C C. Digital transformation and 
ambidexterity: a literature review on exploration and exploitation 
activities in companies’ digital transformation. International 
Journal of Innovation Management, 2022, 26(08).
[4] Chen D M, Wang L Z, Chen A N. Digitalization and 
strategic management theory: review, challenges and prospects. 
Management World, 2020, 36(05): 220-236+20.
[5] Liu Y, Dong J Y, Wei J. Digital innovation management: 
theoretical framework and future research. Management World, 
2020, 36(07): 198-217+219.
[6] Jiao H, Yang J F, Wang P N. Research on the mechanism 
of  data-dr iven dynamic capabi l i t ies :  An analysis  of 
digital transformation process based on data full-lifecycle 
management[J]. China Industrial Economics, 2021, (11): 174-
192.
[7] Li X X, Lu H Y, Lin M. Research on the mechanism of 
digital transformation in the retail industry[J]. China Business 
and Market, 2020, 34(04): 32-40.
[8] Wang K, Xiang F. The theoretical framework and research 
paradigm of “New Retail”[J]. China Business and Market, 2018, 
32(01): 3-11.

5




