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Abstract

In this article, an assessment of efficiency and productivity of Chinese hotels at the provincial level in
relation to their star rating is proposed. This heterogeneity is considered by using a hierarchical
structure. The drivers of productivity and its components are studied through various and innovative
environmental and contextual factors. This study shows that Chinese star-rated hotels experienced a
slight productivity deterioration in the last decade. Furthermore, several contextual and environ-
mental factors explain significant differences in productivity rankings of the Chinese provinces. These
findings reveal important patterns that are useful for both hotel managers and policymakers.
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Introduction

Since the reform and opening up, China’s hospitality industry has experienced a rapid expansion of
scale. However, as market competition has intensified, the risk of simply relying on expanding
investment scale to obtain new benefits is increasing. According to Ministry of Culture and
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Tourism of China (2017), the total fixed asset in hospitality industry in China constantly rose in the
past decade (from US$64.9 billion in 2009 to US$76.44 billion in 2017), while the total profits
have fluctuated a lot. The whole industry even operates under deficit for certain years (2009, 2013,
2014, and 2015). Comparing to its volatile earnings with growing investments, it is obvious that
hotels in China do not perform satisfyingly during those periods. Meanwhile, a particularity of the
Chinese hotel sector is the dominance of the star-rated hotels. The performance of star rating hotels
can accurately reflect the development of hotel sectors as well as the tourism industry (Walheer
and Zhang, 2018). At the same time, several problems for star-rated hotels, such as insufficient new
products, excess capacity, mismatched supply and demand, interference with institutional
mechanisms, knowledge management-related issues, vicious price competition, slow technical
progress, weak technical spillovers, and high investments with relatively low occupancy rate have
been pointed out by previous studies (Mao and Yang, 2016; Pan, 2017; Walheer and Zhang, 2018;
Wong et al., 2016; Yang and Cai, 2016; Yang et al., 2017). As such, techniques for performance
measurement of tourism, specifically the hospitality sector, received much attention from the
literature at the international level (Assaf et al., 2012; Ohe and Peypoch, 2016; Zhang et al., 2016).
However, applications to the Chinese sector are restricted to few (Huang et al., 2012) and the
recent contributions only differ mainly in sample choices, methodology, and their attempts to
explain hotel efficiency by means of different specific determinants (Chaabouni, 2019; Liu and
Tsai, 2018; Walheer and Zhang, 2018; Yang et al., 2017). Furthermore, “hotel development is
heavily dependent on local factors” (Yang et al., 2017: 12). Then, it is recommended to analyze the
hotel performance by including these local factors that may have influence on hotel productivity.

In this article, our research focuses on two dimensions of the performance of star-rated hotels in
China: make a hierarchical analysis by considering hotels’ heterogeneity to identify technological
advancement in this sector and study the drivers of the productivity improvement through various
and innovative environmental and contextual factors.' Indeed, the number of stars is directly
connected to the hotel investor profile, ownership status, and the technologies they dispose (Mao
and Yang, 2016; Pranic et al., 2012; Zhu, 2014), which leads them to make distinct production
choices for even the same output. As a result, their performance should be measured with different
technological frontiers. In this article, the heterogeneity of star-rated hotels in Chinese provinces is
incorporated in the analysis via the hierarchical category structure proposed by Tone (1997) in the
data envelopment analysis (DEA) framework. This contribution differs from the study by Yang
et al. (2017) where star-rated hotels were treated separately and where all external factors were
included in the production technology. By using a hierarchical structure, this article adopts an
alternative way in order to account for heterogeneity.

In studies devoted to tourism efficiency and productivity analysis, the environmental variables
are ignored (Assaf and Josiassen, 2012). For instance, the determinants of hotel performance, such
as destination characteristics, should also be included in the research (Assaf et al., 2017). In this
article, we aim to extend this stream of research by examining the impact of several environmental
variables on regional hotel productivity. In our knowledge, most of these variables are used for the
first time in the tourism context.

The rest of this article unfolds as follows. The second section is devoted to the literature review
about tourism efficiency and productivity in China. In the third section, the methodology in two
stages is presented. The findings of this study are presented in the fourth section. The fifth section
proposes a discussion of the policy implications of these findings. Finally, the last section con-
cludes the article.
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Research gaps in tourism efficiency and productivity literature in China

Scholars around the world have done investigations in hotel benchmarking to evaluate the overall hotel
market performance at a micro and/or a macro level. Seminal works started in the nineties with studies
devoted to the United States by Morey and Dittman (1995) and Anderson et al. (1999). During the two
last decades, many contributions can be found in the literature and different literature reviews are
available on hospitality performance. In this article, we refer the reader to Assafetal. (2012) and Assaf
and Josiassen (2016) for complete literature reviews of contributions applied to different regions
around the world and we focus with a specific look on papers applied to mainland China.

Chaabouni (2019) analyzed 31 Chinese provinces from 2008 to 2013 by using a two-stage DEA
method (DEA at each time period and bootstrap for contextual variables). This study reveals that
eastern provinces are relatively more efficient and that trade, climate, and competition contribute
positively to efficiency. Walheer and Zhang (2018) applied profit Luenberger and Malmquist-
Luenberger indexes from 2005 to 2015 on 30 Chinese provinces. The main findings are star-rated
hotels present better performances over time in China, but not for every activity they offered. Liu and
Tsai (2018) studied the total factor productivity growth (TFP) of Chinese provinces with the Hicks-
Moorsteen index approach. They found that TFP is mainly due to growth in operational efficiency.
Yang et al. (2017) focused on Chinese provinces for the year 2012 to study the star-rated hotel
performance with a superefficiency version of the slacks-based measure (SBM) model. They find
mixed findings depending on the regions and hotel segments. Zhou et al. (2008) analyzed 31 Chinese
provinces for the year 2005 and find that western regions are relatively more efficient. Tsai (2009)
evaluated the cross-efficiency of the 31 Chinese provinces from 2002 to 2006 and showed the interest
of DEA based on multi-output production technologies compared to single productivity indicators.
Huang et al. (2012) used a window DEA model to the 31 Chinese provinces from 2001 to 2006 with a
dynamic Tobit regression in second-stage analysis. They obtained a high average efficiency with a
significant impact of several macro socioeconomic factors on efficiency. Luo et al. (2014) analyzed
hospitality in major Chinese cities from 2001 to 2011. By using a Malmquist productivity index
(MPI) and regression analysis in second stage, they find that productivity changes are mainly due to
efficiency variations and that governance is a driver of efficiency change (EFFCH).

A detailed look on both tourism efficiency and productivity literature and specific contributions
to China shows that several aspects seem to have been neglected by most of the research.

First, it has been stated in the literature (Assaf et al., 2012) that there are limited studies focusing
on dynamic analysis of hotel benchmarking. Intertemporal and dynamic analysis of efficiency and
productivity is useful in order to identify the evolution of the hotel industry through the time.
However, there is inadequate investigation relevant to the dynamic analysis of hospitality
benchmarking in mainland China. Most of the literature on this topic investigates only EFFCHs
over the time (Chaabouni, 2019) without considering productivity changes and its decompositions.

Second, another important factor that has been neglected in the literature is the heterogeneity
problem in the tourism and hospitality sector. Recently, Assaf and Tsionas (2018: 133) stated that:
“It would be hard to believe that the technology used to produce tourism in different tourism
destinations is the same. If it differs the frontier technology of best practices, simply does not
exist.” Hotels with different star rating have different production processes and then distinct
production technologies. As a consequence, heterogeneity issue arises that hotels with different
stars may have different efficient frontiers and should be measured separately (Corne, 2015). By
following Assaf and Agbola (2011), technical efficiency would grow as the number of stars
increases. Therefore, when measuring hotel efficiencys, it is necessary to include this heterogeneity
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in the analysis. However, few tourism scholars investigated this issue about heterogeneity (Assaf
and Tsionas, 2018).

Third, the understanding and the explanation of the efficiency level and its sources is also
missed in the main research stream of hospitality performance measurement. Indeed, most of the
studies don’t include a second-stage analysis into the DEA framework. Few studies have been
made to investigate the influence of environmental variables on EFFCHs in this sector (Assaf and
Josiassen, 2012; Sellers-Rubio and Casado-Diaz, 2018; Yang et al., 2017). Assaf and Josiassen
(2012: 395) concluded that: “Undoubtedly, future studies might. . .include and test if possible
other determinants of tourism performance.”

Finally, regarding the specific case of mainland China, except Luo et al. (2014) for the first
decade of the 21th century, none of the studies have considered an overall performance analysis
with both intertemporal aspect and environmental variables as explaining factors.

Therefore, this article is trying to fill these gaps in the literature. This study proposes an
intertemporal productivity evaluation of star-rated hotels in Chinese provinces by considering
heterogeneity and new contextual factors.

Methodology
Hierarchical MPI

The methodology used in this article comes from different sources into the DEA framework. First, an
intertemporal analysis is proposed by using the MPI (Fére et al., 1994). In order to take into account the
heterogeneity due to the differences in star-rated hotels, a hierarchical structure by category (Tone,
1997) is adopted. It is important to note that, in our knowledge, such hierarchical structure has been used
only in the basic DEA context with one time period but not in the case of productivity changes across
different time periods. In the DEA framework, the hierarchical category DEA model introduced by
Tone (1997) has been applied in tourism (Corne, 2015) and education (Guironnet and Peypoch, 2018).

The production technology transforms inputs x in outputs y. Letx = (xy, ... ,x,) € R aninput
vector and y = (y1, ... ,»,) € RZ an output vector.
The production technology GR is
GR = {(x,y) € R : xcanproduce y } (1)

According to production frontier theory, GR satisfies different axioms (see Fire and Grosskopf,
1996). In the rest of this section, we denote the input-output vector z; = (x;, y;), where ¢ represents
a given time period.

By following Varian (1984) and Banker and Maindiratta (1988), the nonparametric technology
at the time period ¢ is

k k
GRt = {Z[ E Ril:_p :x, 2 Z}Li.xhyt S Z/’Liyﬂi[ 2 O,l = 1 . e k} (2)

The choices regarding the use of production frontier theory are the following. On the one hand,
this study supposes constant returns to scale (CRS) for the production technology. This choice is
motivated by the fact that the competition in the Chinese hospitality sector is growing and that the
heterogeneity from the star rating will be characterized by a hierarchical structure by category
(Tone, 1997). On the other hand, in tourism efficiency and productivity analysis, the models are
generally output oriented (Assaf and Josiassen, 2016; Peypoch and Solonandrasana, 2006). This
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article follows this assumption as the objective is to deploy the resources endowment from an
efficient way in order to maximize the results.

At the time period ¢, the output distance function (Shephard, 1970) D!, : R”, x R — R, U{co}
is defined by

D! (x, 1) = i%f{@ : (x,,/0) € GR'} (3)
The output distance function is the inverse of the Farrell’s (1957) measure. Under weak free

disposability, the output distance function permits a full characterization of the production tech-
nology

{Zt . Zt < 1} (4)
The MPI (Fére et al., 1994) can be defined as follows

DAt (Zt+1) D! (%H)} i
M,(z;,z = |2 2
(& 2e1) {fol(z:) Di(=)

(5)

A key benefit of the MPI is its decomposition into two components which are, respectively,
EFFCH and technological change (TECH)

Dy (z11) (Df,(zm) Dﬁ,(z,))>1/2

DZ(Zt) . DZH(ZtJrl)'DZH(Zt

My(z1,2141) = (6)
The first component (EFFCH) represents the changes in resources management, whereas the
second component (TECH) characterizes shifts in technology due for instance to investments or
innovations.
Each distance function is calculated by linear programming (LP). For instance, the LP for D’ (z,)
is given by

Dl (z;) = min 6
k
DI
o )

(1/0)y; < Z’y

i=1
A>0i=1...k

This article considers also the possible scale effects in the productivity changes. Then, the
decomposition suggested by Ray and Desli (1997) and recently applied for the first time in the
hotel sector by Cordero and Tzeremes (2017) is adopted. The MPI can be rewritten as (Cooper
et al., 2006: 215)

1/2
M _ fovl (Ze+1) DZ,V(ZM) Di),v(zt)
O(ZtaZt+l) = Di),v(zt) . Di,t,l (Z¢+1) 'Difg,l (Z;)
12 (8)

D, (ze11) Dy, (z1) Dyl (zer) DG (=)
DZAV(ZHI).DQC( z) Dif M) Dﬁ)fcl(zr)
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where the subscripts ¢ and v indicate, respectively, CRS and variable returns to scale (VRS).

The two first components are, respectively, the pure efficiency change (PEFFCH) and the pure
technological change (PTECH). The last component is the scale change factor (SCH) and is the
geometric mean of scale EFFCHs (Cooper et al., 2006: 216).

In order to consider the hierarchical structure introduced by Tone (1997) in the DEA
framework, a step-by-step procedure is implemented. We suppose that the two-star hotels are
the less advantaged. This assumption is in line with previous works that clearly indicate that for
hotels, the performance is an increasing function of the category or star rating (Corne, 2015:
92). Furthermore, two-star hotels are the basic layer for different reasons. Firstly, the number of
low-end hotels dropped rapidly while, at the meantime, an intense construction of high-end
hotels was observed (Yang et al., 2017). Secondly, high-end hotels are, in general, associated
with higher service quality and better managerial skills which make that two-star hotels are the
least technologically advantaged (Subramanian et al., 2016). Then two-star hotels are evaluated
separately, only within the same category. After that the three-star hotels are added in the
sample with the two-star hotels for the estimation but only the productivity scores of the three-
star hotels are extracted. The procedure continues until the most advantaged hotels are the five-
star hotels in this study. Compared to a virtual analysis with the whole sample, the results for
each hotel category cannot be worse. The heterogeneity characterized by the star rating effect
is lessened.

Analysis of contextual factors on productivity

For the second-stage analysis, we check whether there is a statistical dependence relationship
between a group effect and the ranking in terms of productivity. The Mann—Whitney test (1947),
which is a nonparametric test based on rank order, is adopted for this purpose when two groups are
considered. The null hypothesis is:

HO: The productivity change of the hospitality industry in China at provincial level is
independent to a group effect.

By following Cooper et al.” study (2006: 235), the statistic 7 follows a standard normal
distribution and is defined by
S—m(m+q+1)/2

T i+ g+ 1)/12)7 ©)

where m and g are the size of the two groups or categories and S is the sum of the ranks of the first
group. At a given level of confidence, the null hypothesis is rejected if | T| is greater than the tabled
value from the standard normal distribution. The Mann—Whitney test is useful for such analysis when
two groups are considered. In this article, for each research hypothesis, the two groups are formed
according to the value of the Chinese province in the corresponding index compared to the median, a
technique used by Guironnet and Peypoch (2018) in the context of higher education.

For the research hypotheses which require more than two groups, the Kruskal-Wallis test
(1952) is adopted (Corne, 2015; Goncalves, 2013). The statistic H is calculated by

H—LZI:R_%_s(kH) (10)
Tk )&k
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where k is the number of units. &; is the number of units of each group 7, R? is the square of the sum of
the ranks of each group 7, and / is the number of groups or categories. The null hypothesis is rejected if
|H| is greater than x? tabled value with (/ — 1) degrees of freedom for a given level of confidence.

Data and results

In this article, we have applied the hierarchical analysis to star-rated hotels in China. Chinese
hotels are officially classified from one to five stars corresponding to their size, facilities, and other
characteristics. This study is in line with the work by Yang and Cai (2016) and excludes one-star
hotels from the analysis due to a poor documentation. Then, only two-, three-, four-, and five-star
hotels will be considered. Due to data availability, 30 Chinese provinces in the mainland are
considered for each star rating over the period 2009-2015.2 By following Tone’ study (1997), the
estimation with a hierarchical structure is the following. Performance evaluation of the two-star
hotels is obtained from a sample of 30 units. Performance evaluation of the three-star hotels is
extracted from a sample of 60 units (the sample contains two- and three-star hotels for the 30
provinces). By following the same procedure step by step, performance evaluation of the four-star
hotels is obtained from a sample of 90 units and the findings for the five-star hotels come from a
sample of 119 units. Also, as mentioned before, contextual factors (regional specific environmental
variables) can indeed influence hotels’ performance. Next, we will introduce these variables to
investigate their influence on the productivity, efficiency, and technology changes for star-rated
hotels in China.

In what follows, we first discuss the specificities of the data set used. Subsequently, we present
the results of our empirical analysis.

Data and variables selection

The choice of inputs and outputs in tourism production technologies follows recent studies on this
topic (Assaf et al., 2012; Assaf and Josiassen, 2016) and the constraint of data availability. Fur-
thermore, the recommendation by Olesen et al. (2017) is also considered which means that pro-
portion data are not used in the production technology. Then, the variables selected are the
following. The number of rooms sold and total revenue, which are common measures of hotel
profitability, have been selected as the outputs. As for the inputs side, three variables will be
considered: number of employees, number of rooms, and total fixed asset. The number of
employees is used as the indispensable labor factor in the service production of the hotels; the
number of rooms and total fixed assets represent capital factors of the hotels and are related to
capacity and investment.

The data for the inputs and the outputs are extracted from the Wind Database and Supplement of
China Tourism Statistic Year Books. A sample of 30 Chinese provinces in mainland China is
considered and the data cover a period from 2009 to 2015. Descriptive statistics of variables used
in the first step are represented in Table 1.

Regarding the contextual factors for the second-stage analysis, extensive literature reviews are
available and derived from the seminal contribution by Ritchie and Crouch (2003). At the inter-
national level, recent contributions on this topic can be found in Assaf and Josiassen (2012) and
Assafetal. (2015,2017). Yang and Cai (2016) propose an interesting focus on China. By following
these previous works and according to data availability, five exogenous variables are selected:
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Table |. Statistical description of input and output variables 2009-2015.

Category Type Variables N Mean Min Max Std
Two star Input Employed person 210 4807.01 79 23624 3747.14
Rooms 210 729691 318 36856 5586.30
Total fixed asset 210 79736.24 885.4 490103.69 69266.34
Output  Rooms sold 210 4139 141 22246 3386.66
Total revenue 210 45261.59 385.17 256727.35 38386.69
Three star  Input Employed person 210 18665.57 1528 75574 13737.54
Rooms 210 20360.07 3591 67003 12654.68
Total fixed asset 210 40099393  48990.59 3861317.58  378309.26
Output  Rooms sold 210 11720 1771 37287 7605.92
Total revenue 210 201592.65 22088.95 74389742  166863.77
Four star Input Employed person 210 16517.70 1561 56503 12028.48
Rooms 210 14508.41 1544 39446 9610.92
Total fixed asset 210 54485545  34495.75  2512056.6 471286.84
Output  Rooms sold 210 8539 728 23750 5849.01
Total revenue 210 244814.04 18608.2 1104757.85  228360.02
Five star Input Employed person 203 10465.59 355 54346 11226.60
Rooms 203 8075.38 316 40924 8722.01
Total fixed asset 203 592077.18 14726 3151018.1 707702.23
Output  Rooms sold 203 4670 122 22418 5157.94
Total revenue 203  238806.00 6246.75  1277601.6 308761.92
Total Input Employed person 833 12632.02 79 75574 12144.08
Rooms 833 12597.88 316 67003 10860.58
Total fixed asset 833 40283871 885.4 3861317.58  504706.98
Output  Rooms sold 833 7289 122 37287 6480.25
Total revenue 833 18214641 385.17  1277601.6 224075.03

1) Marketization Degree Index: The index is derived from the seminal contribution by Fan
et al. (2003) and is collected and calculated by the National Economic Research Institute,
aiming at evaluating the overall progress and also progresses in different aspects of the
market-oriented reform in China’s provinces, autonomous regions, and municipalities
(hereinafter referred to as the provinces directly under the Central Government). It reflects
the relative ranking of marketization for the 30 Chinese provinces analyzed between 2009
and 2015. The larger the index is, the less the local government’s intervention there is, the
greater the role the market plays in the economy.

2) Internet Index: The index is developed by scholars in Peking University. The missing years
are filled with trend analysis. The larger the Internet Index is, the more developed it is in
terms of transaction, coverage, frequency, breadth, depth, convenience, and credit reporting.

3) Law Index: The index is also developed by the National Economic Research Institute (see Fan
et al., 2003). It measures the development of market intermediary organizations and the legal
environment of the market. The larger this index is, the better the legal system is in the province.

4) Openness: It is a measurement of trade openness (TO) for each province calculated by the
following formula: w. Such measure was previously used by Huang et al. (2012)
and Chaabouni (2019).
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Table 2. Statistical description of exogenous variables.

Variables Mean Min Max Std
Marketization Degree Index 2.89 0.10 4.54 0.99
Internet Index 195.97 32.54 378.11 91.29
Openness 0.30 0.04 1.55 0.35
Law Index 5.95 0.38 19.32 3.85
Table 3. Average performance of Chinese star-rated hotels.

MPI EFFCH TECH PEFFCH PTECH SCH

2 Star 0.99 (0.9898) 0.9982 (0.999)  0.9918 (0.9944) 0.9993 (0.9989) 0.9803 (0.9883) 1.0106 (1.0026)
3Star  0.9861 (0.9849) 0.9837 (0.9827) 1.0025 (1.0037) 0.9993 (0.9989) 0.9884 (0.9933)  0.9984 (0.9927)
4Star 09834 (0.983)  0.9783 (0.9794) 1.0052 (1.0054) 0.9845 (0.9866)  0.999 (0.999)  0.9999 (0.9973)
5Star  1.0062 (1.0044) 1.0028 (1.0087) 1.0034 (0.999)  0.9907 (0.9993) 1.0135 (1.0088)  1.0021 (0.9963)
Global 0.9914 (0.9905) 0.9907 (0.9924) 1.0007 (1.0006) 0.9934 (0.9959) 0.9952 (0.9973) 1.0027 (0.9972)

Note: MPI: Malmquist productivity index; EFFCH: efficiency change; TECH: technological change; PEFFCH: pure efficiency
change; PTECH: pure technological change; SCH: scale change factor. Values are geometric means. (.) indicate the
corrected values from bootstrapping.

5) Location: The effects of factors related to location on tourism performance have been
studied in various forms. Geographical aspects can be considered as city size (Corne,
2015), sea and mountains (Barros et al., 2011), or other qualitative locational (Assaf
et al., 2015). This study follows a recent contribution by Liu and Tsai (2018) and considers
the possible relationship between the regional aspects of China (eastern, central, and
western regions) and the productivity of star-rated hotels.

Table 2 illustrates the data descriptions of the contextual variables used in second stage.
Concerning the research hypothesis about location, the three regions are divided by following Liu
and Tsai (2018).

Results

The findings of the MPI with a hierarchical structure to the provincial data in Chinese hotels are
presented in Table 3. In order to ensure the robustness of our findings, all the productivity scores
and their components are bootstrapped by following the procedure by Simar and Wilson (1999)
with 2000 iterations. To avoid repetition, we refer the reader to Simar and Wilson (1999) for the
detailed procedure or Tortosa-Ausina et al. (2008) for an example of application to the bank sector.
The first analysis investigates the performance distinction between hotels with different stars and
will be mainly devoted on the MPI and its decompositions: EFFCH and TECH under CRS,
PEFFCH, PTECH, and SCH under VRS. The second analysis will focus on the study of the
influence of environmental variables on hotels’ performance. In the following subsections, the
empirical results will be presented.
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Intertemporal productivity of Chinese hotels

Table 3 shows the overall performance of star-rated hotels in China over the period from 2009 to
2015. The bias corrected results for the indexes in Table 3 generally support the statements made
by the initial estimation. Concerning the global productivity, the MPI is smaller than unity,
showing a productivity regression over time for the whole hospitality industry in China. But we
have noticed that in average, the overall productivity change stays relatively neutral with a
decrease less than 1% over the period analyzed. The decline in productivity was mainly caused by
the decline in efficiency (—0.76%), whereas TECH was positive (+0.06%). However, the pattern
for the growth is different for different star hotels. With the catch-up effect (EFFCH) greater than
unity, but frontier effect (TECH) smaller than unity, the bias corrected results show that five-star
hotels actually depend on efficiency improvement to keep its productivity progress, while they are
suffering from a slight technological deterioration. Meanwhile, all the other three hotel categories
(two-, three-, and four-star hotels) are showing a backslide of productivity, and all of them are
showing a decline in resources management, while three- and four-star hotels are showing some
technological progresses. The possible explanation is that China is experiencing a new booming of
tourists. Along with the improvement of living standard, the tourism attitude had changed for
residents. As a new consumption trend, tourism industry is experiencing an extending market in the
economic level. There by, the high-end hotels started to attract enormous investigation. By
learning the management skill from foreign hotel groups, even though five-star hotels show a
deterioration in its TECH, three- and four-star hotels are benefiting from technological
improvement. Concerning the two-star hotels, Chinese domestic hotel groups expanded their
scales and emerged loads of large hotel chain. They are providing the similar services to a rela-
tively fixed customer base. Thus, the competition they are facing is mainly based on the
improvement of efficiency. Regarding the findings under VRS, the overall scores suggest that the
decline in PEFFCH, pure technical change, as well as sale change factor together drove the pro-
ductivity deterioration of the Chinese hotel sector. However, once again, different star-rated hotels
show different patterns. The SCH component reflects a positive contribution of scale efficiencies
for the two-star hotels, since these hotels have to optimize their operating scale considering the
fierce competition they face in this submarket.

In order to check the significance of the MPI and its components, the recent permutation tests
proposed by Asmild et al. (2018) are used.> The results of these tests over the period analyzed
reveal that the productivity change (MPI) between 2009 and 2015 is significant at 5% level for the
three-star hotels (Prob = 0.0311) and at 1% level for the four- and five-star hotels (respectively,
Prob = 0.0005 and Prob = 0.0004). Productivity change is nonsignificant for the two-star hotels.
However, for all the hotel categories, none of the components are significant. Hence, the tests are
unable to indicate the sources of productivity change.

Turning to the dynamic analysis, the bias corrected results once again generally support
statements made by the initial estimation. Table 4 illustrates the dynamics and the decom-
positions of the productivity growth over the period analyzed. After 2011, the whole industry,
except two-star hotels, experienced a decline of the productivity growth. In most of the cases, the
main reason is the obvious efficiency deterioration which can be observed under both CRS and
VRS assumptions. On the one hand, this is due to the global and Chinese economic slowdown.
And in the meantime, the Chinese government has also implemented diligence and thrift. In
2012, Chinese government has introduced “Eight-point rules” and “Six bans restricting” and
restricted “Three public expenses” (buy and use government cars, official receptions, official
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Table 4. MPI decompositions of economic hotels from 2009 to 2015.

MPI EFFCH TECH PEFFCH PTECH SCH
2 Star
2010 0.9352 (0.9475) 1.0905 (1.1433) 0.8576 (0.8325) 1.0471 (1.0788) 0.9015 (0.9802) 0.9906 (0.9867)
2011 0.9757 (0.9732) 0.9894 (0.9893) 0.9861 (0.9857) 0.9806 (0.9716) 0.9883 (1.0043) 1.0067 (0.997)
2012 1.0098 (1.0099) 0.9991 (1.0014) 1.0106 (1.0102) 1.0065 (1.0108) 1.0074 (1.0021) 0.9959 (0.9971)
2013 1.0361 (1.0281) 0.9616 (0.9446) 1.0775 (1.0915) 0.9706 (0.9525) 1.0334 (1.0569) 1.033 (1.0212)
2014 1.0034 (0.9987) 0.9756 (0.9638) 1.0285 (1.0407) 1.0096 (1.0085) 1.0048 (1.0142) 0.9891 (0.9764)
2015 0.9827 (0.9836) 0.9781 (0.964) 1.0047 (1.0268) 0.9833 (0.9759) 0.9522 (0.9702) 1.0496 (1.0389)
3 Star
2010 0.9977 (1.0005) 1.0432 (1.0710) 0.9564 (0.9355) 1.0131 (1.0304) 0.9715 (0.9642) 1.0138 (1.0069)
2011 1.0444 (1.0397) 1.0152 (1.0066) 1.0288 (1.0339) 1.0064 (1.0026) 1.0358 (1.0406) 1.0019 (0.9965)
2012 0.9994 (0.9948) 0.9694 (0.9601) 1.0309 (1.0375) 0.9773 (0.9698) 1.0203 (1.0308) 1.0022 (0.9952)
2013 0.9465 (0.948) 0.9567 (0.9541) 0.9893 (0.9948) 0.9869 (0.9805) 0.9721 (0.9806) 0.9866 (0.9858)
2014 0.9504 (0.9534) 0.9576 (0.9556) 0.9925 (0.9994) 0.9899 (0.9953) 0.9698 (0.973) 0.99 (0.9844)
2015 0.9816 (0.9758) 0.9632 (0.9541) 1.0192 (1.025) 1.0232 (1.0157) 0.9632 (0.9731) 0.996 (0.9873)
4 Star
2010 1.0157 (1.0155) 0.9580 (0.9782) 1.0602 (1.0403) 0.9541 (0.9752) 1.0629 (1.0423) 1.0015 (0.9991)
2011 1.0348 (1.0273) 1.0245 (1.0139) 1.0101 (1.0144) 1.0254 (1.0186) 1.009 (1.0118) 1.0002 (0.9968)
2012 0.9859 (0.9815) 0.9998 (0.9965) 0.9862 (0.9865) 1.0025 (0.9999) 0.9822 (0.9805) 1.0013 (1.0011)
2013 0.9306 (0.9316) 0.9636 (0.954) 0.9657 (0.978) 0.9706 (0.9627) 0.9567 (0.97) 1.0021 (0.9977)
2014 0.9429 (0.9521) 0.9441 (0.9539) 0.9988 (0.9999) 0.9472 (0.9533) 0.9933 (0.9963) 1.0022 (1.0024)
2015 0.9946 (0.9933) 0.9820 (0.9813) 1.0128 (1.0145) 1.0096 (1.0118) 0.9931 (0.9949) 0.992 (0.9868)
5 Star
2010 1.1042 (1.0925) 1.0668 (1.1134) 1.0351 (0.9846) 1.0147 (1.0611) 1.1008 (1.0594) 0.9885 (0.9719)
2011 1.0555 (1.044) 1.0395 (1.0277) 1.0155 (1.018) 1.031 (1.0177) 1.0157 (1.0230) 1.0079 (1.0027)
2012 0.976 (0.9723) 0.9248 (0.9121) 1.0554 (1.069) 0.9362 (0.9199) 1.0393 (1.0583) 1.0031 (0.9987)
2013 0.9241 (0.9256) 0.9692 (0.955) 0.9535 (0.9727) 0.9478 (0.945) 0.9599 (0.9684) 1.0157 (1.0115)
2014 0.9824 (0.9891) 1.0169 (1.0467) 0.9661 (0.9489) 1.0249 (1.0529) 0.9604 (0.9408) 0.998 (0.9985)
2015 1.0051 (1.011) 1.0061 (1.0095) 0.999 (1.0048) 0.9936 (1.0077) 1.0119 (1.0085) 0.9997 (0.9948)

Note: MPI: Malmquist productivity index; EFFCH: efficiency change; TECH: technological change; PEFFCH: pure efficiency
change; PTECH: pure technological change; SCH: scale change factor. Values are geometric means. (.) indicate the
corrected values from bootstrapping.

trips). Those policies limited government expenditures in luxury hotels, which result in changes
in the domestic market structure. On the other hand, in Chinese hotel market, domestic-funded
hotels occupy a dominant position in the field of budget hotels. Those budget hotels have
benefited from the technology spillover from the foreign investments that has been made to the
four- and five-star hotels. With economic recovering, policies have been implemented to boost
the hospitality sector, specifically the luxury hotels (Walheer and Zhang, 2018), and we have
noticed a productivity growth for five-star hotels after 2014. All in all, as the income of Chinese
consumers continues to increase, the number and frequency of tourists are gradually increasing.
But at this stage, most domestic tourists still choose budget hotels, which leads to the migration
of consumers from high-end to low-end hotels. As a consequence, the whole industry shows a
decline in terms of productivity change. Regarding the findings of the SCH, two observations can
be made. First, the bias corrected results are more contradictory compared to initial estimation
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Table 5. MPI by province for different star-rated hotels.

Two-star

Three-star

Four-star

Five-star

High revenue

Anhui 0.9783 (0.9771) 0.9816 (0.9776) 0.9894 (0.988) 0.9426 (0.9723)
Beijing 1.1194 (1.1128) 1.0618 (1.0571) 1.0424 (1.0037) 1.0698 (1.0561)
Fujian 1.0076 (1.0071) 0.9834 (0.9732) 0.9626 (0.9521) 1.0164 (1.0049)
Guangdong 1.0432 (1.0278) 1.0142 (1.01) 1.005 (1) 1.0102 (0.9943)
Hebei 0.9817 (0.9849) 0.9578 (0.9537) 0.9477 (0.9493) 1.0229 (1.0227)
Henan 0.8571 (0.8786) 0.9329 (0.9499) 0.9525 (0.9548) 1.0011 (1.0037)
Hubei 1.0106 (1.0144) 0.9985 (1.0028) 0.9999 (1.0008) 1.012 (1.0134)
Hunan 0.9313 (0.9458) 0.9828 (0.9868) 0.9814 (0.9865) 1.0069 (1.0099)
Jiangsu 1.0257 (1.0164) 1.0334 (1.0301) 0.998 (0.9913) 1.0213 (1.0199)
Liaoning 0.9609 (0.959) 0.9636 (0.9531) 0.9741 (0.9746) 0.979 (0.9687)
Shandong 0.9707 (0.9705) 0.9636 (0.962) 0.9658 (0.9722) 0.979 (0.9979)
Shanghai 1.0905 (1.0873) 1.0848 (1.0824) 1.0721 (1.058) 1.0507 (1.0445)
Sichuan 1.023 (1.0245) 0.9953 (0.9964) 0.9891 (0.9948) 0.9934 (0.9937)
Yunnan 0.9788 (0.9749) 0.9756 (0.9808) 0.9852 (0.9876) 0.9828 (0.9926)
Zhejiang 0.9958 (0.9911) 1.0049 (1.0051) 0.9926 (0.9766) 0.9942 (0.9866)
Low revenue

Chonggqin 1.0317 (1.0351) 1.0183 (1.0116) 0.997 (1.0011) 0.981 (0.9841)
Gansu 1.007 (1.0046) 0.9952 (0.9942) 1.0021 (1.0056) 1.0572 (1.0365)
Guangxi 0.995 (0.9962) 1.0007 (1.0039) 1.0057 (1.0089) 1.005 (1.0077)
Guizhou 0.9596 (0.9614) 0.9767 (0.9825) 0.9985 (0.9969) 1.04 (1.0399)
Hainan 1.0262 (1.0116) 0.9962 (0.9958) 0.9782 (0.9731) 1.0205 (1.0051)
Heilongjiang 0.9396 (0.94) 1.0017 (0.9949) 0.9764 (0.9716) 1.0029 (0.9669)
Inner Mongolia 0.9676 (0.967) 0.9593 (0.9506) 0.9543 (0.9562) 0.9829 (0.9836)
Jiangxi 1.0159 (1.017) 0.9779 (0.9746) 0.9704 (0.9673) 0.9828 (0.9851)
Jilin 0.9442 (0.9497) 0.9829 (0.98) 0.9331 (0.9375) 1.0353 (1.0328)
Ningxia 1.0203 (1.0346) 0.9445 (0.9425) 0.9775 (0.9862) -

Qinghai 0.926 (0.9372) 0.9198 (0.9207) 0.9169 (0.9205) 1.0283 (1.0277)
Shaanxi 0.9773 (0.9637) 0.978 (0.9789) 0.9884 (0.9879) 1.0203 (1.0197)
Shanxi 0.9462 (0.934) 0.9662 (0.9583) 0.9462 (0.9477) 0.8814 (0.8877)
Tianjin 0.9475 (0.9502) 0.9837 (0.9975) 1.0232 (1.0334) 1.0367 (1.0436)
Xinjiang 1.0602 (1.055) 0.9649 (0.9551) 0.9902 (0.988) 1.044 (1.0409)

Note: MPI: Malmquist productivity index; EFFCH: efficiency change; TECH: technological change; PEFFCH: pure efficiency
change; PTECH: pure technological change; SCH: scale change factor. Values are geometric means. (.) indicate the
corrected values from bootstrapping.

than for the other components and indexes. Second, most of the findings are very close to the
unity, then the scale effect seems neutral. From a methodological viewpoint, a possible expla-
nation is the hierarchical structure adopted in the estimation but more research is needed on this
aspect.

Regional development of hotel efficiency during the period

Based on average amount of hotel revenue, the 30 provinces are divided into two groups: high
revenue provinces and low revenue provinces. Table 5 illustrates the performance of the star-rated
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Table 6. Second-stage results.

Contextual factor MPI EFFCH TECH PEFFCH PTECH SCH

Mann—Whitney test
Marketization Degree Index T = 1.26 T=007 T=285** T=077 T=1.57 T=-04I

Internet Index T=202% T=124 T=1.25 T=05 T=1.65 T=0.14
Law Index T=283% T=054 T=345%* T=044 T=394"* T=_-]35
Openness T=324"* T=088 T=23.7%x* T=203* T=226"" T=-098
Kruskal-Wallis test

Location H=853* H=269 H=115I" H=1.17 H=9.68% H=1.I

Note: MPI: Malmquist productivity index; EFFCH: efficiency change; TECH: technological change; PEFFCH: pure efficiency
change; PTECH: pure technological change; SCH: scale change factor. Tests are implemented by using the corrected values
from bootstrapping for the indexes.

*, Fk FESignificance at 10, 5, and 1% level, respectively.

hotels for each income group during the period 2009—2015. The bias corrected results are generally
consistent with the initial estimation. The only exception is for certain provinces. For instance, for
Guangdong and Heilongjiang provinces, the high-end hotels have showed a deterioration in their
productivity instead of an improvement. It is shown that in both income groups, five-star-rated
hotels performed better with a higher MPI. However, the productivity growth rate denotes different
features with respect to the income groups. Except for five-star-rated hotels, all the other hotels
perform better in high revenue provinces. The reason is that the economy in the high revenue
provinces is already more developed with accumulated wealth. In 2017, their gross domestic
product was US$9.52 trillion, accounting for 75.85% of the country. The more developed level of
economy provides a relatively complete macro environment for the development of the hotels
industry, which may significantly enhanced hotel’s ability to use and transform resources. Also,
tourists who visit these areas have a more adequate budget. Therefore, the expansion from the
demand enormously helps the development of local hotel industry. As for the low revenue
provinces, the hospitality industry is still in the form of extensive capital investment growth mode.
Some economically underdeveloped provinces regard the introduction of five-star-rated hotels as
one of the main means of attracting foreign investment to develop the local tourism industry.
Therefore, the local government provides many policy advantages to help these hotels settle down
in the region (Walheer and Zhang, 2018), which help the productivity growth of five-star-rated
hotels in these provinces.

Analysis of contextual factors on productivity

The results of the second-stage analysis are presented in Table 6. By following Goncalves (2013),
the possible dependence between the contextual factor and the ranking is tested for the MPI and its
components.

For the overall productivity change (MPI), the results of the Mann—Whitney test indicate that
the null hypothesis is rejected for three contextual factors. The productivity change is linked to law
index and openness trade (significant at the 1% level) and the internet index (significant at the 5%
level). However, the marketization degree index has no effect on productivity. The Kruskal-Wallis
rejects also the null hypothesis at a 5% level which means that location affects productivity. This
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means the maturity of the market itself has no significant impact on the overall productivity for
China’s tourism industry. However, the impact of Internet infrastructure, legal norms, and market
openness is remarkable. An explanation is that, up to now, the planning and use of tourism
resources are still mainly following a government-led schema in China. Although market-oriented
operation mechanism is gradually introduced, the degree of market-oriented marketing is not high
in this industry.

The tests on the components EFFCH and TECH provide useful insights. The Marketization
Degree Index, Law Index, Openness, and Location all contribute to the TECH for the tourism
industry. However, the EFFCH seems not be related to these contextual factors. This means firstly
that the contextual factors don’t involve the resource management in the industry. Secondly, even
if the maturity of the market has no influence on productivity, it contributes to the technical
advancement. This finding cannot be confirmed regarding the component PTECH under VRS.
Then, more research is needed in order to clearly establish the link between the market mechanism
in the TECH in the tourism industry in China. However, the findings are similar for the contextual
factors related to the law index, openness, and location. Concerning the resources management, the
results of the tests for PEFFCH confirm that there is no link with the contextual factors except for
the openness. Finally, SCH is not linked to the contextual factors. Again a possible explanation is
that scale efficiencies are captured by the hierarchical structure of the model in the estimation.

Discussion and policy implications

The results of this study underline complementarities and differences regarding the existing
empirical literature.

The use of the hierarchical MPI shows that tourism productivity increased in China over the
period 2009-2015. This result is innovative because even if tourism performance in China is
largely investigated, few contributions focus on productivity changes. Another key result is that the
slight productivity deterioration is compensated by the technological improvement. This com-
ponent of productivity reflects investment and innovation and underlines the Chinese tourism
policy strategies. The EFFCH was stable and relatively weak which is conforms to a recent result
by Chaabouni (2019).

Regarding the determinants of productivity, the analysis of contextual factors provides useful
insights. By using another methodology, this study is in line with a result by Yang and Cai (2016)
where the authors also confirm that TO plays an important role on tourism performance. More
precisely, their results reveal that there is a relationship between a high level of TO in the Chinese
provinces and the productivity change, EFFCH, and TECH. This finding is in line with both
international literature and those devoted to tourism in China (Chaabouni, 2019). The present
findings are interesting and innovative because they are derived with an intertemporal dimension.
In most of the studies devoted to the Chinese tourism and hospitality sectors, the second-stage
analysis was restricted to the efficiency measurement in the DEA framework year by year. Fur-
thermore, this study encompasses previous contributions on the same topic where the results were
controversial. For instance, Chaabouni (2019) found a positive and significant impact of TO on
hospitality efficiency in Chinese provinces on a year-by-year study from 2008 to 2013. Huang et al.
(2012) showed that this contextual factor had a negative and nonsignificant impact on the same
sector over the period 2001-2006. However, it is difficult to compare directly these two studies for
two reasons. First, the DEA model used is different. Huang et al. (2012) used a window DEA
model and Chaabouni (2019) the standard DEA model. Second, the methods used for the second-
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stage analysis also differ, dynamic Tobit for the former, and a bootstrap truncated for the latter.
Given the current debate about second-stage regression in the DEA framework (Simar and Wilson,
2011), this study adopts and recommends the use of more flexible tools like the nonparametric
statistical tests based on the ranks.

The Internet index contributes to productivity changes, confirming that digital tools are a
determinant of tourism performance in China (Zhang and Cai, 2016), while it’s not the case for all
destinations (Assaf et al., 2015). However, our finding regarding the marketization degree index
contradicts the literature about international destinations (Assaf et al., 2015).

Besides empirical contributions, our findings have rich policy implications as well. The policy
recommendations can be summarized in three main points: First, data show that generally, pol-
icymakers could be tempted to focus their policy implementations on high-end hotels only (Zhang
and Gao, 2017). Our results show that the intense capital investment made on five-star hotels seems
worthwhile. Only five-star hotels show a productivity improvement over the period, while two-,
three-, and four-star hotels present a slow performance regression. However, productivity change
pattern is different among the hotels. More resource managerial skill is needed for three- and four-
star hotels, while more technological innovation is also needed for two-star hotels. Thus, policy
implementations should be designed for the sector in general, while taking the specificities of each
hotel category into consideration. Second, the performance of different star-rated hotels in dif-
ferent regions is not the same. Provinces with higher revenue have high maturity in the devel-
opment of the hospitality industry. In the future, they can concentrate on high-end leisure and
holiday hotel products. At the same time, they can also cooperate with foreign investment to
provide a convenient, high-quality economic chain hotel product and focus on development
strategies. As for the provinces with low revenue, they can learn from the advanced technology
from other regions, effectively improve the utilization rate of existing capital, nature, and other
resources. Third, the protection of a well-run legal system, the use of the Internet, and the effect of
other environmental variables on the Chinese hotel industry have become more prominent. Indeed,
a mature market operation mechanism with a sound legal system can guarantee the healthy
competition and development of the hospitality industry. Furthermore, in 2015, Premier Li
Keqiang first included “Internet + concept in the government work report. Since then, the tourism
hotel industry has gradually embarked on a development model combining with the Internet.
Therefore, we suggest that policymakers should further open up the hotel industry market and seize
the development opportunities in the context of the “Internet 4 era. They can make full use of the
Internet technology platform, welcome and guide consumers to actualize the rational allocation of
supply and demand, thereby improving the management efficiency and realizing the transfor-
mation and innovation of the hotel industry.

Conclusion

This article proposed a productivity analysis of the Chinese hospitality industry at the provincial
level for the period 2009—2015. The contributions of this study are multiple. First, heterogeneity of
the hotels on their star rating basis is considered in the analysis by using an MPI with a hierarchical
structure (Tone, 1997). Second, the determinants of productivity and its components are studied by
considering innovative contextual factors related to the tourism economic theory and the speci-
ficity of the Chinese market. Third, the main finding is that Chinese productivity experienced a
slight deterioration. Under CRS, a compensation between a negative change in efficiency and a
positive TECH is observed whereas, under VRS, these changes are negative. This provides a new
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insight in this literature devoted to Chinese tourism performance. Furthermore, this study under-
lines mixed results concerning the contextual factors. Marketization does not show a direct impact
on the industry’s performance. However, TO and law system clearly contribute to the productivity
change of star-rated hotels in China. The role and nature of the TECH in the Chinese tourism
productivity has been largely ignored by scholars and this study recommends to further investigate
this point. More research is needed about the impact of investments and innovation in the Chinese
hospitality industry. Finally, policy and economic recommendations suggest that decision makers
should pay attention to the entire sector as well as the digitalization of the hospitality industry.
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Notes

1. According to the literature about the determinants of performance, the terms “contextual factors” or
“environmental variables” are used indifferently.

2. The data for five-star hotels of the Ningxia province in 2009 were unavailable. Then, this unit was
excluded from the sample in order to have a reliable data set. Hence, each year, there are 119 units.

3. These tests are implemented by using the R codes provided in Asmild et al. (2018: 20-21).
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students’” intercultural development. It is clear that internationalizing home campuses
is a recognized aspect of internationalization while student diversity is regarded as a
potential resource to promote intercultural development by creating environments
through cultural understanding.

China has embraced a rapid development in education internationalization in the
past few years. According to the statistics released by the Ministry of Education
( MoE) of PRC more than 442 000 international students came to China to study
in 829 different universities in 2016. There is clear evidence in the literature that dur—
ing study abroad students have difficulty in acculturating as well as getting involved in
an active relation with people from other cultures. >’ According to a recent report it
pointed out that learning within mixed ethnical groups international students were
often faced with cultural problems when they intended to communicate with their
multilingual peers from different cultures and consequently it was natural that two
— thirds of international students had difficulty communicating with or interacting
with Chinese students and faculty members. '

According to Martyn Barrett intercultural competence is an attribute required in
the field of higher education which can be broadly understood as a set of values at—
titudes knowledge skills and behaviors required for understanding and interacting
appropriately and effectively with those who are culturally different. Meanwhile it
enables individuals to develop positive and constructive relationships with those who
are culturally different. ' Although HE institutions are more and more aware of the
intercultural impetus it is still widely discussed that the challenges of interacting across
cultures particularly between home and international students. Some relevant research
studies of intercultural development hold that individuals must gradually adapt their ai—
titudes to the their new learning environment so as to develop their communicating
skills interculturally. ©” Therefore it is wise for international students to learn how to
gain their in — depth understandings of diverse cultural and linguistic elements so that
they might get fully engaged in their meaningful learning. There have been rich find—
ings of the benefits of studying abroad for students’ improvement of cross — cultural
understanding and competence. ® Meanwhile possible factors are identified to ex—
plain this growth. Naka finds that international students in her study were more will-
ing to interact with those from diverse cultures and showed growing cultural compe—
tence in customs perspectives and communication styles. 7 The competence grow th
results from the social interaction that happens between the study — abroad students
with the host culture. “Making connections to locals seems to be of interest and ben—
efit to participants as it affords social interaction leading to cultural awareness”. ' Tt
is obvious that while studying abroad students try their every possible means to get
involved in the host communities for the purpose of improving their intercultural
knowledge.

Thus students’ experiences of intercultural encounters can be better understood
under the theoretical guidance of such concepts as the Third Space Theory. By pro-
posing this theory American scholar Claire Kramsch holds the view that two parties
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in intercultural communication adopt an equal and multiple vision to build a third
space for communication according to a specific cultural context. " According to the
Third Space Theory students are confronted with unfamiliar situations when getting
involved in foreign language learning or studying abroad. In a multicultural context
individuals tend to build up a third space derived from the home culture and target
culture. The purpose of building up such a space is to get rid of limitation of the cul-
tural differences and to communicate freely. "'’ Tt is not a compromise between differ—
ent cultures but an innovation rather. In a third space individuals usually employ
both their home and their target culture to create informal spaces so as to achieve the
so called equal communication. From this perspective it seems to be an explicit fea—
ture of intercultural competence which enables individuals to become accustomed to
the changing political and cultural exchanges.

According to the implications drawn from the above review international
students attempt to make their intercultural exploration and negotiation and even in—
novatively try to build an intermediate zone where it seems that people from different
cultural backgrounds might communicate in a more comfortable way. Evidence pro—
vided by Tomomi N aka suggests that those studying abroad on internationally diverse
campuses experience a variety of cultural challenges and cultural contacts. """’ Never—
theless doubts still exist as for whether intercultural competence develops through
these cultural contacts. In fact thus far the issues of whether international students
on university campuses could develop their prominent intercultural competence
through ethical group contact have not yet well addressed. This paper attempts to ex—
plore eighteen international students’ experiences and perceptions of their intercultur—
al interaction on a university campus in Shanghai PRC.

Il. Research Design

Based on the theoretical framework mentioned above this study addresses the
following questions:

1. To what extend do international students create a third space to achieve suc—
cessful intercultural communication?

2. What factors influence the development of their intercultural competence?

In order to answer these two research questions the research study employs an
open — ended questionnaire survey and two focus group interviews to collect data.
The participants are eighteen international students from 3 different countries. W hen
participating in this study they were studying Chinese as a second language at a pres—
tigious university in Shanghai from O ctober to December of 2016. Among them ten
come from East Asia and eight from Australia. An open - ended questionnaire was
used to collect their personal information and experience of contacting with other
people while studying in China. The focus group interviews were taken with the two
groups from different cultures to understand their perceptions about intercultural de—
velopment over 12 — week —long stay in China.

Content analysis is used to interpret the qualitative data so as to sort out the rele—

vant themes which could provide a clear identification of factors influencing the par—
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ticipants” intercultural development. "*’ Through the perspective of TST the discus—
sion is presented with the qualitative data to achieve a better understanding of intercul-
tural exchanging activities in an internationalizing and multicultural era.

Il. Results and Discussion

This section will first present the major findings of the research study then sets
out to the general discussion. As this study focuses on international students’ experi—
ences and perceptions of their intercultural interaction on a university campus two
key findings will be presented below.

First a general category of those international students’ personal intercultural ex—
periences emerged from the database. The analysis of coded responses provides a de—
scriptive evidence of their intercultural growth. In this study the participants repor—
ted their experience of intercultural contact within and outside of campus. Thirteen
out of the eighteen participants reported having limited intercultural contact experi—
ences. Six mentioned that they once tried to approach their personal areas for devel-
opment or a “third space” which refers to the informal space that fosters personal
learning enjoyment and development through friendships social activities and wider
support networks. '’ The types of activities they tried to approach inside and outside
the campus included participating in sports clubs Chinese Language Corner and free
tours. With this creative use of the “third space” they tried to seek purposeful social
interaction with people from other cultures. But these daily activities did not prove to
bring them in an educational intercultural experience. As for regional differences
students from Asian countries reported having less direct contact with their counter—
parts from the host country or other cultural background.

Second sixteen participants reported more positive feelings related to their inter—
cultural experiences. Despite high levels of contact and building friendships with those
from other cultures and positive feeling towards interaction most did not noticeably
improve their intercultural competence. One more theme emerging from the group
interview data is that students’ interest in the host country’ s customs lessens after
their abroad life becomes stable. Only four participants actively reported that they
“enjoyed the moments spending with new friends in the new campus” and have es—
tablished a good friendship with people from other cultures. In contrast ten partici—
pants expressed their tendency to spend time with people from the same culture. Sta—
ying in the “comfort zone” seems to reduce their anxiety but it is not beneficial to
their intercultural growth as they failed to make “effective communication and inter—
action across cultures and contexts”. '

The aim of this study however isto understand to what extent and how an ac—
ademic sojourn abroad fosters the international students’ intercultural development.
The results presented above seem to be in accord with the statement that the short -
term study abroad experience does not certainly produce intercultural growth. "> Ac—
cording to TST the limited development of intercultural competence may be rooted
in the failure of creating a shared space in which international students share cultural

understandings and interact positively with others.
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Based on the analyzed data mentioned above several factors are identified as pos—
sible influencing forces to their intercultural growth. The first possible explanation is
that the intercultural interaction is not transmitted into intrinsic abilities and has little
chance to promote students’ intercultural competence development. As mentioned a—
bove the participants reported frequent and positive interaction experience but it
needs a longitudinal survey to find out how meaningful their intercultural experiences
actually were. Students have to do more than just be in the presence of cultural differ—
ences in order to learn. Undoubtedly it is difficult to explain why intercultural expe—
rience does not guarantee the development of competence. W hether the intergroup
contact has effects is decided by the complicated interaction process the communica—
tion context and the frequency and extensiveness of contact relationships. '® Learning
requires positive reflection and understanding in the process. While the participants in
this study were certainly in the presence of cultural differences interview data from
this study suggest that perhaps they might have missed opportunities for reflective
learning.

The second factor influencing students’ intercultural competence development
may come from their learning motives. There is a distinction between students who
are truly open to and interested in cultural difference and those who could be de-
scribed more as cultural tourists simply collecting unusual experiences. Some may
treat the experience as a means to achieve career goals. For example those from Aus—
tria mentioned that the experience in China may provide them a better chance of
landing a better job. Such kinds of motives are not really supportive of intercultural
competence development. Meanwhile both Australian and East Asian participants in
this study reported that their intercultural interaction produced positive feelings. More
than half reported they made close friends and regular interaction with those from oth—
er cultures. Only seven students (39%) stated that they realized cultural challenges in
the interaction process inside and outside the campus.

The third factor influencing students’ intercultural development may be stress.
The interview data show that for most participants this was the first time to have
been living away from home. The transition from home to a different country re—
quires a variety of personal adjustments as they have to adapt to new living situations
and build relations with new peers. Even greater adjustments are required of interna—
tional students who find themselves in a new culture creating another set of challenges
such as studying in a foreign language or experiencing culture shock. The sense of
stress may have impacted their ability to learn from their cultural experiences.

As is shown above it is argued that different ingtitutional activities with academic
motivations lead to a focus on developing international collaborations and recruiting
large numbers of international students. Nevertheless studying abroad does not mean
that students will automatically gain intercultural competence. Some internationl
students may travel to another country and never have meaningful intercultural en—
gagement. It clearly reveals that developing intercultural competence requires both ad—

ministrative staff and international students to make an effort to overcome the obstacles
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when students are engaged in their on — campus activities language — exchange pro-
grams in particular. Consequently the findings from this study suggest that it is very
necessary to create a third space which can serve as an effective way to promote the
process of international students’ intercultural grow th.

IV. Conclusion

This study investigates the international students’ perceptions and experiences of
their intercultural interaction development in a third space in the Chinese university
context. The findings from this study provide clear evidence for these claims sugges—
ting that students do not necessarily achieve a noticeable development of intercultural
competence especially for the those who engage in shorter academic programs. Fur—
thermore the research findings identify several factors influencing their intercultural
growth including the lack of meaningful learning in intercultural interaction and
students’ discrepant motives. In line with such evidence a key suggestion for educa—
tional administrators is to recognize that if international students are to enhance their
intercultural competence educational institutes may need to do more to support it in
practice. The results presented in this paper suggest that the significant development
of intercultural competence may not be achieved only by recruiting students from a
variety of cultures on an internationalized campus. Even students who had friends
from other cultures and had more positive intercultural experiences still did not en—
hance their intercultural competence.

Internationalization is perceived as the most revolutionary development in higher
education in the twenty — first century. It has been claimed that in the contemporary
era of globalization when technological transformation has increased the speed of
global flows of people information and images investments policies and knowl-
edge at an unprecedented pace and scale broadening and deepening the international
and global connectivity of higher education has become a necessity instead of an op—
tion. Intercultural competence is a complex concept involving a variety of compo—
nents such as adaptability flexibility empathy self — awareness openness curiosi—
ty. "’ Problems may arise when international students encounter intercultural situa—
tions. Language barriers anxiety academic concerns often cause troubles in
students’ interaction with others.

Additionally this study suggests the need to consider the way whether the con—
ditions for intercultural communication are conducive or helpful in universities and
departments as a means to enhance education quality. Mere exposure to different cul-
tures by living and studying abroad for example does not definitely result in inter—
cultural competence development. To become interculturally competent students
need a strong sense of the willingness to contact with those from diverse cultures

skills to mediate between cultures and actions to explore the third space.
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AMBASSADE Service de Coopération
DE FRANCE et d’action culturelle
EN CHINE

Liberté

Egalité

Fraternité

Pékin, le 26 mai 2021

Le Ministre Conseiller des affaires culturelles,
educatives et scientifiqgues

Objet : Lettre de soutien au programme de coopération en Licence entre I'Université de Perpignan et
I'Université normale du Henan

Madame,

L'Université de Perpignan et I'Université normale du Henan (HNU) ont créé un programme de
coopération universitaire de niveau licence en langue frangaise en 2017 qui permet de former chaque
année 100 étudiants chinois de la HNU, avec l'aide des compétences professorales des deux
universites.

Il est a ce stade I'unique programme de coopération universitaire franco-chinoise dans la province du
Henan accrédité par le Ministére de I'Education. Cette coopération s’appuie sur une dizaine d’années
d’expériences d'échanges interuniversitaires entre les deux universités, notamment dans le programme
de formation conjointe « 3+3 » lancé en 2014 qui, jusqu’en mars 2021, a permis a plus de 70 étudiants
de HNU de poursuivre leurs études de master a I'Université de Perpignan.

Grace a cette base solide de coopération, nous sommes persuadés que ce programme de coopération
franco-chinois contribuera a former les futurs talents pour le développement du centre de la Chine, et
ouvrira de nouvelles perspectives de coopération universitaire franco-chinoise.

Le Service de Coopération et d’Action Culturelle de 'Ambassade de France a Pékin se réjouit de cette
coopération et appuie sans réserve les projets actuels et d’avenir de partenariat entre I'Université
normale du Henan et les universités frangaises.

Je vous prie d’agréer, Madame, I'expression de mes salutations distinguées.

autchamp

Mme LIU Jin
Directrice de la coopération et des échanges internationaux )
Ministére de I'Education de la République populaire de Chine
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Chinese and Pakistani students paint Sino-Pak friendship of new era

by Wang Xiaotong

XINXIANG, Dec. 15 (China Economic Net) - 2021 is the 70th year since China and Pakistan established diplomatic ties. Students from both countries depict the precious
friendship in their heart via a great many paintings at the ‘Art Exhibition of Chinese-Pakistani Students for Celebrating the 70th Anniversary of China-Pakistan Diplomatic

Relations’.




2. The Nation
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Pak, Chinese students display bilateral ties at
exhibition

share: Tee:

INP
December 18, 2021

ISLAMABAD - Chinese and Pakistani students arranged a paintings exhibition on the
Sino-Pak friendship of new era, which pulled a large number of visitors, China
Economic Net reported on Thursday.

The year 2021 is the 70th year since China and Pakistan established diplomatic ties.
Students from both countries depicted the precious friendship in their heart via a
many great paintings at the ‘Art Exhibition of Chinese-Pakistani Students for
Celebrating the 70th Anniversary of China-Pakistan Diplomatic Relations’ held in
Beijing.
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Latest News

Award Ceremony of Drawing Contest for Chinese & Pakistani teens held online

BEIJING, May 8 (China Economic Net) - The Award Ceremony of the China (Henan) & Pakistan (Balochistan) Drawing Contest for Middle School Students and the
Sister School Contract Signing Geremony, co-hosted by the People’s Government of Henan Province, the Government of Balochistan, Chinese Embassy in Pakistan and
undertaken by China Overseas Ports Holding Company (COPHC), etc_, was held online in Zhengzhou and Gwadar simultaneously on May 7.
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National
UoS works out formalities for Confucius Institute with Chinese
counterparts

By APP December 23, 2019

SARGODHA: Following the signing of MoU between University of Sargodha and Hanban (Confucius Institute Headquarters) in
Beijing in the presence of PM Imran Khan and Chinese premier Le Keqgiang on October 8, 2019, Vice Chancellor Dr Ishtiag Ahmad
and Pakistan Institute of China Studies Director Dr Fazlur Rahman participated in the 2019 International Chinese Language
Conference held at Changsha, China.
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©On the sidelines of the conference, Hanban organised a meeting among the three stakeholders of CI at Sargodha University to work
out the details of Implementing Agreement between SU and Hanban.

The high level meeting was attended by Prof Ma Jianfei, Deputy Chief Executive of Hanban, Prof Zhao Guoxiang, Chairman of the
Council at HNU, Vice Chancellor SU, Dr Ishtiaq Ahmad, Mr Zhong Heqing and officials of the Provincial Education Ministry of Henan
Province and the International Department of the Henan Normal University.

Prof Jianfei welcomed the SU entry into the community of global Cis. He explained the key objectives of the Cl and hoped that the
fifth Cl in Pakistan would play a pivotal role in developing deeper understanding of Chinese language and culture in Pakistan to
bring the people of two brotherly countries closer.

Dr Ahmad thanked Hanban, HNU and the Chinese Embassy for creating this exceptionally significant opportunity for SU, which
would help Pakistani youth to acquire language skills, develop deep understanding of Chinese culture and civilisation to become
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