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Abstract

This paper endeavors to show how the “Double Reduction” policy has influenced online education
companies’ profitability and discuss their mechanism of reshaping corporate profit models. Through
taking NetEase Youdao as an example, it systematically and profoundly employs both the method of
case studies and financial indicator analysis method in an all-around manner, concentrating on an-
alyzing enterprise internal relations concerning strategic adjustment and resource allocation and en-
terprise’s profits and its transformations under policy constraints. Under the compulsory policy envi-
ronment of the “Double Reduction” policy, Youdao has actively abandoned its K12 educational train-
ing industry and devoted itself exclusively to making track arrangements in smart hardware and Al-
based education. At the same time, it has endeavored to optimize its research and development re-
source allocation, shifting its high marketing expenses into technical and scientific research and de-
velopment inputs, building up its dual-drive development pattern concerning “cost control and reve-
nue structure upgrading”. The enterprise relies on the dynamic ability of perception, grasp and recon-
struction to complete the reconstruction of profitability. As its transformation strategy was carried
out, the influence of its research and development inputs has manifested step by step. NetEase
Youdao’s sales expense ratio and management expense ratio have both kept on decreasing, and their
revenue size and annual profitability have both kept on rising, fulfilling enterprise transformations
from chronic losses into long-term and sustainable profitability.
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Table 1. NetEase Youdao’s K12 business revenue share in the course business in 2020
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Table 2. Comparison of profit indicators policy of NetEase Youdao before and after
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