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Although Chinese Hotels can be dated back to Shang Dynasty, modern hotel industry is
actually originated from the reform and opening-up in the late 1970s. With the influence
of cumulative request of incoming travelers, State reception institutions including
Beijing Friendship Hotel have entered the tourism market, accommodating the high-end
customers. On the other hand, city hotels like Jianguo Hotel, adjusting them to international
mainstream business, step into commercial accommodation market. The former is
essentially to study the market economy and business knowledge during the process of
transformation. It has endured changing, restructuring, management, competition and
innovation while learning and growing, which basically realizes the perfect transition from
internal accommodation to facing the market. It can be said that the difficulties of their own
growth have also real-time witnessed the process of China's social evolution. In terms of
Chinese hotel industry, the latter is an exogenous variable. Their entry has not only brought
the sparkling architecture space to the Chinese hotel industry, their operation system
fully oriented by European and American's mainstream paradigm of business models
and management also make the other Chinese competitors feel vividly the institutional
innovation impact and shock driven by the market economy and business model. In three
decades of the historical process, an increasing number of international hotel brands
have entered the Chinese market. It introduces the new concepts, service standards and
management system, and correspondently, is also influenced subtly by the Chinese market
and Chinese culture. In this sense, the development of international high-end hotel brand in
China is a process of importation, in the mean time a process of integration. Viewed from a
historical perspective, the domestic hotel stock transited from the traditional state reception
institutions and increase of foreign hotels driven by international high-end brand have
witnessed and integrated into the Chinese hotel industry, and especially when high-end
hotel industry changes, leaded China’s economic development in the wider scope.

1. The historical witness of Chinese accommodation industry’s transition, transformation
and restructuring

First-class hotels in Chinese history can be traced back at least to the Shang and Zhou
dynasties. Since then, “Lords House” (“Zhu Hou Guan™) and “Guest House” serving state
guests, as well as “Assembly Hall” serving the merchants of a particular region and elite in
various fields, has long been the main characters in Chinese first-class hotel development
history. The existence and development of these institutions are supposed to provide service
to specific groups, in a non-commercial way. Despite they might have accumulated of a
lot of experience in personalized service, the reception institutions still need to rely on the
social class identification instead of free currency trade. That explains why these institutions
are maybe only the foundation of modern hotel industry growth, but not the modern hotel
industry itself.

Since the 1980s, two reasons led to the marketization and industrialization process of these
hotels. On the one hand, the settlement and implementation of market-oriented reform
and opening-up policy stimulate the market awareness of various types of institutions
including the state reception-type hotel. On the other hand, a large number of international
tourists visiting China leads to a serious shortage of high-end hotels. Under the impetus of
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government authorities, a lot of high-end hotels used to serve domestically were required to
accommodate international tourists by business rules. In fact, when the hotels entering the
tourism market have obtained the corresponding commercial benefits, they naturally transit
from the mandatory government-led change to the profit-oriented induced change. In a
fairly long historical period, the evolution of enterprises originated from the market reform
has become an irreversible process.

With the demonstration effect of the hotels entering tourism market earlier, more and
more hotels subordinate to local governments and state-owned enterprises have entered
the business. In 1993, in response to the weak market and to stimulate domestic demand,
coupled with the guidance of incoming tourism consumption, the national tourism
enters into a government-led new era. After 1999, with adjustment of national holidays
determined by the central government, especially the birth of “Golden Weeks”, Chinese
tourism economy has stepped into a mass-led new stage. The expansion of market area
brings demand homogenization, which is bound to lead to the batch supply ways and
standardization of service process. It is under the deep influence of the public demand
for tourist accommodation, that a growing number of high-end hotels have changed their
former organization and management methods facing the minority markets, consciously or
unconsciously adopted the commercial process way to serve the guests.

Since it’s much more difficult to control the service quality of direct contact between staff
and guests than the objective goods, in order to obtain more scale economic advantages
for the traditional hotels which have accomplished the marketization and transform, it is
inevitable to head toward technical ration. What is shown in reality is in the late 1990s
the renovation of the hotels are more inclined to use some standardized technique and
famous-brand facilities. Technical standards and brand of those facilities have brought
convenience to the hotel operation and management, but lost the tradition of perfection
based on minority service and the warmth of staff facing the guests directly. Fortunately,
the inherent competition rules of market economy somehow rectify the large-scale
industrialization. When the hotel operators recognized the drawbacks of homogenization,
the industry began to seek breakthrough in differentiation. In recent years, the Resort
Hotel, SPA Hotel, conference hotels, theme hotels, airport hotels, and other new formats
emerging; business floors, digital rooms, butler service and other new types of services;
and concept of corporate citizenship such as environmental protection, social responsibility,
community harmony etc. being introduced; those can all be seen as the hotel industry
striking for the uncompetitive area of Blue Ocean after many years of market economy
baptism. Meanwhile, they are contemporary hotel industry’s tribute to the traditional service
concepts and management methods.

At the turning point in this historical period, we also need to pay attention to the deep-
rooted changes of the hotel operating system: dramatic changes of the hotel staff's service
concept and behavior patterns taking place during the transition process from political
reception to business accommodation, and them facing the significant test of beliefs or
spiritual values. Hotel staff before marketization may not get a high pay, but their self-
identity is still relatively high. Because of the specialty of the customers, they think they're
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serving for political or career. And, the stable employment and relatively same welfare
make the staff feel belonged to the hotel and their work. After marketization, the employee
got paid more to a certain extent, but the service target is more and more generalized. As
long as the customer has enough money, he or she no longer needs to be labeled with the
nationality, identity or social status. In addition, under the conditions of market economy,
limited salary increment is also accompanied by a high degree of instability. In such a
country of no stable business service tradition, the staff’s professional identity and the lack
of service awareness are quite noticeable problems. It is during the interaction and coupling
process of deep-rooted traditional culture and actual business values when the prerequisite
hotel entrepreneurs and managers started to pay attention to corporate culture construction.
Jinling Hotel Group even raises the culture construction to part of the soft power criterion.
Jin Jiang Hotels Group’s new LOGO is trying to find the inspiration from the traditional
culture. Anyway, these leading local hotels’ efforts in cultural construction indicate a new
updating era based on values and cultural meanings is approaching.

Talking of a broader perspective, the reformation and development taking place in reception
business are also a microcosm of three decades of Chinese reform and opening-up. Based
on this, we can also say that in three decades of reformation, state reception institutions like
Beijing Friendship Hotel have not only witnessed the tourist accommodation industry’s
market-oriented reform and enterprise development in the historical process, but also born
samples and elements of the entire country’s system reform and social development.

2. The two-way integration of international orientation and localization

Founded in 1982, Jianguo Hotel Beijing in China’s modern history of hotel development
plays an undoubted decisive role. As the first Sino-foreign joint venture hotel and the first
hotel managed by foreign hotel group, it sets up an example of a local hotel implanting
international service standards and management system. Following the Western hotels'
operation mode, Jianguo Hotel has accumulated high reputation in the business within a
very short period of time. In 1984, the central government administrative departments of
tourism started the “Learning from Jianguo Hotel” campaign, which was to call on the
national tourism accommodation institutions to study the successful mode of Jianguo Hotel
managed by the Hong Kong Peninsula Hotel Management Group. This can be regarded as
the strategic turning point of international hotel industry importing modern hotel service
standards, management modes and the commercial culture. Since then, no matter which
level of government property owners are, or what type of commercial entity is, whether
or not to affix a certain brand of transnational corporation, is often seen as a measuring
criterion of hotel grading and quality. With the promotion of professional managers trained
by these institutions, as well as the government and academic groups deeply influenced
by European and American paradigm, the hotel brands in the market are divided into two
categories: international brands and domestic brands. So far, together with the business
operation of transnational management group, people are more intended to think of the
brand owned by international hotel management group as first-class, luxurious, high-end
and high quality.

Since the mid*1980s, international hotel management group has launched a nationwide
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multi-brand distribution, from the high-end business hotels of first-line city to the mid-
end and economic hotels of second and third line cities. Talking of the effects of industrial
operations, international hotel operators usually have many competitive advantages such
as famous brand, research and development, human resources, marketing network and
cultural soft power, while domestic hotel operators only have made progress in the field of
economic-type hotels, so most of the market seems to appear increasingly cramped. Leaving
aside the level of business competitions, we must admit that these international brands
having entered the Chinese market do have played a positive role for the establishment of
business rules, the construction of market system, the building of corporate culture and the
development of a global vision, all aspects of the internationalization of China's tourism
accommodation industry. It is for the existence of those examples that the international
tourists visiting China as well as domestic visitors are able to continuously upgrade their
benefits within a wide range of options. Therefore, our service concepts and management
level can reach the goal of transition and upgrading.

With the expansion of domestic market foundation and increase of consumer-based
capability, one-way input and learning have gradually evolved into a two-way integration
and exchange. International hotel operators are learning to adapt to the specificity of the
Chinese market, e.g. human resources, product design, or construction of corporate culture.
Meanwhile, they have also actively obtained sustainable operation resource from Chinese
traditional history and culture, as well as contemporary evolving consumption market. From
innovation of products and services, to the transformation of management modes, and even
the evolution of development strategy system, the international hotel brands are in varying
degrees painted with local colors. What can be expected is, with the continuous prosperous
market of Chinese citizens traveling abroad and the growth of local hotel operators, in the
near future, some of the domestic elements of hotel capital and management are to go out
of the country. In a larger scope, along with international hotel operators, they are capable
to contribute to the prosperity and development of hotel industry, the welfare and social
development for the tourists around the world.

3. Inheriting civilization in the process of witness and integration, and lead the social
development

In 1988, on the basis of international experience, the administrative departments of tourism
promulgated and implemented the “Star rating and assessment standards of foreign-
related tourism hotels” (hereinafter referred to as “Star rating standards™). It can be said
that this set of standards are most powerful hotel industry standards of China. Star rating
standards’ implementation process leads to the result of a wide range of cumulative social
influence. Following that, more and more tourism facilities such as river cruise, tourism
toilets, tourism attractions and travel agencies have adopted the star rating standards or
similar approaches to classification. In fact, not only in the tourism industry itself, but also
in the civil aviation service, highway service, railway service, even social management of
rural households are learning from the concept and system of Star rating standards. In the
promoting process of industrial development standardization, the service standards and
management modes of hotel business especially first-class hotel are the symbol of quality



service for quite a long time.

The first-class hotels’ image seems quite mysterious for a long period of time, or at least
superior. When earlier the five-star hotel first entered Chinese market, the opening ceremony
has attracted a lot of market to the lobby, only to sense the unusual life scene. Occasionally,
when some people have consumed at a four-star or five-star hotel, they would often like to
boast about the experience. Three decades have passed, and high-end hotels have entered
people's daily life. “Swallow which used to stay in front of emir's house, now flew into the
homes of ordinary people”. Nowadays, when people plan to travel, have dinner, date, attend
business meetings, hold holiday gathering and wedding ceremony, they prefer to choose
high-end or even luxury hotels. The etiquette and culture originated from the hotel have
also penetrated into the public naturally, and gradually enhance the life quality of citizens
through consumption and communication. As Sir Ford of the United Kingdom said, a good
hotel and restaurant can improve the living standard of its country and region.

While developing themselves, the hotels also make contributions to employment,
education, culture and other social careers. Today, millions of people are working in star-
rated hotels and tourism accommodation institutions; hundreds of thousands of students
are taking professional education of hotel management in over a thousand universities
and colleges. Influenced by market competition, technological improvement, sustainable
development and product innovation and other factors, a group of high-end restaurants
with a long history have excavated and developed the accumulative historical and cultural
value. Tianjin Lishunde Hotel, Beijing Hotel, Oriental Hotel, Shanghai old Jin Jiang Hotel
have witnessed the social transition of a century. Those hotels carrying the historical
footprints began to intentionally reserve and integrate their cultural resources, in order to
inherit and renew the reception tradition and find back their self-confidence. 2008’ Beijing
Olympic Games, World Expo 2010 Shanghai China and Guangzhou Asian Games, and the
rapid social development as a whole, have brought precious historical opportunity for the
evolution of contemporary hotel industry. It is for the interaction with society that Chinese
hotel industry has shown strong vigor and exuberant vitality.

The development process of Chinese hotel industry is closely related with development and
improvement of the entire nation and society. The nation is prosperous, thus is the hotel
industry. As Premier Wen Jiabao's speech at the University of Cambridge said: “My beloved
motherland is a country both old and young... China is a country that stood numerous
vicissitudes but never gave up... China is a country that values her traditions while opening
her arms to the outside world.” In such a great country where the great rejuvenation of
Chinese nation is taking place, Chinese hotel professionals have witnessed three decades
of reform and development, have studied three decades of opening up and integration,
have led three decades of quality and life. We also have reasons to believe that a more
prosperous, open, integrated and confident 30 years are expecting us in the future.

I'm here to call on people who care about the industry —let’s get together, strive for the first-
class hotels in China!

31" July, 2009
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