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With the envisaged development pattern of China’s
hotel industry and the increasing spending power of
the travellers, China’s upscale hotel market remains
potential for future growth and prosperity. Yet the
moderation of economic growth makes upscale
hotel investment an exciting but uneasy venture in
China. This publication provides a brief summary of
China’s upscale hotel programming, giving hotel
operators, investors and owners a clear view of
hotel
programming perspective.

upscale development trend from a

Introduction

By the end of 2014, there were 11,600 star-rated
hotels in China, including 783 five-star hotels and
2,431 four-star hotels, registered compounded annual
growth rates of 11.8% and 8.1%, respectively, between
2005 and 2014. From a room count perspective, four-
star hotels increased by about 12.3% during 2005-
2014, accounting for 30.4% of total star-rated hotels
room supply in 2014, whereas five-star hotels
increased from 8.0% in 2005 to 18.4% in 2014.
However China’s double-digit economic growth was
brought to an end in 2012. The country is experiencing
a crucial period of dealing with the slowdown in
economic growth, making difficult structural
adjustments and absorbing the effects of previous
economic stimulus policies. In December 2012, the
introduction of the ‘Eight Provisions’ by the Chinese
Central Government, which stresses that all the
government sectors should practice thrift and reduce
office and reception expenses, still has an impact on
the upscale hotel segment to date. Under such ‘new
normal’ development circumstances, how to choose
the most appropriate facility for a hotel became the
new obstacle that the hotel investors and owners need
to tackle. A total of 684 benchmark upscale hotels in
145 different cities (512 international branded hotels
and 172 local branded hotels), spread across first to
fourth tier cities in China are chosen as sample hotels
for the purpose of this study. There are 593 city/urban
hotels, 81 resorts and 10 airport hotels, representing
459 five-star hotels and 225 four-star hotels in total
for the sample set. We summarise their hotel
programming, analyse from the perspectives of Room
Facilities,

Food and Beverage Facilities, Meeting

Facilities and Other Facilities. We also selected a

brand,
which is one of the first international chained hotel
brands that operates in China, to compare their brand
standard with the current upscale hotel facility trend
in China.

representative international upscale hotel
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Room Facilities

Key Count. Differences in location, branding and
positioning will affect a hotel’s key count. Our research
indicated that the majority of the upscale hotels in
China, about 47% of the four-star hotels and 55% of
the five-star hotels have a key count between 200 and
400, among which 19% of the four-star hotels and 18%
of the five-star hotels house 300 guestrooms. A key
count of 350 is the most popular for both four-star
hotels and five-star hotels, recording percentages of 20%
and 22%, respectively. Our market study explained the
trend that meeting groups are one of the crucial
segments for China’s upscale hotels. Although the
introduction of the “Eight Provisions” caused a
decrease of the government official spending, the
increase of corporate conferences and trainings in the
long term we still provide the potential of growth for
the meeting group segment. A key count of 350 will
allow the hotel to host multiple meeting groups.
According to the international brand that we selected
for the study, their hotel will have at least 300
guestrooms. Considering the construction costs and
future wupgrading and re-positioning, guestroom
around 300 is considered as an appropriate room key
scale for upscale, full-service hotels in China.

CHART 1: HOTEL ROOM NUMBER POPULARITY

Room (#) Popularity by Star Category
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Room Size. Hotel room size is directly linked to the in-
room experience for hotel guests. A spacious guest
room will not only provide additional living and
bathroom space but also allow the hotel to install more
sophisticated facilities and therefore advance guest
comforts. Through the research we found that 40m? is
the most popular standard room size for both four-star
and five-star hotels in China, accounted for 29% each.
For a standard room in the international hotel brand
we selected for this study, the minimum room size is
45m?, which is larger than 92% of the four-star hotels

and 60% of the five-star hotels in our sample set. A
relatively large hotel room will create wow effects and
impress the guests; it is expected that the future
upscale hotel development trend will see guests that
are in favor of larger and more sophisticated rooms.

CHART 2: STANDARD ROOM SIZE POPULARITY

Room Size Popularity by Star Category
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Suite Ratio. Suite ratio (suite count/total room count)
represents the percentage of suite units within a hotel,
it reflects a hotel's market orientation and the
capability to host VIP guests. Our research indicated
that the suite ratios for most of the upscale hotels in
China range between 5% and 13%. Among the four-
star hotel market, a suite ratio of 11% is the most
popular while a 10% suite ratio is the most popular for
five-star hotels. However we noted that for resort
destination properties, higher-end hotel brands and
hotels in prime locations feature suite ratios higher
than the average. The selected hotel’s brand standard
specified that their property should have at least a 10%
suite ratio, corresponding to the figure shown above.
For an upscale hotel, a sufficient amount of suites are
essential to host high-end guests, while the higher
room rates could also be the hurdles for hotels
intending to achieve higher occupancy rates.
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Food and Beverage Facilities

Restaurant and Bar Outlets. As the old proverb in
China goes, Food is the paramount necessity of human
beings. The food culture in China is broad and
profound. Performance of Food and Beverage outlets
has been the key to success for upscale hotels in China.
According to our analysis, about 47% of four-star
hotels are equipped with two food and beverage
outlets (excluding the bar) whereas 38% of five-star
hotels have three food and beverage outlets (excluding
the bar). The majority of China’s upscale hotels, 67% of
four-star and 48% of five-star, provide only one bar
facility. For the hotel that is chosen as benchmark for
our study, their property requires to have three
restaurants, including an all day dining restaurant, a
Chinese restaurant and a specialty restaurant, plus a
lobby lounge. This brand standard is also in
accordance with China’s five-star hotel standard.
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CHART 3: HOTEL RESTAURANT FACILITY NUMBER POPULARITY

4 Star Restaurant Facility Popularity
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Seat PAR Ratio. Seat PAR Ratio (F&B outlet
seats/room key count) is used to calculate how many
seats that each available hotel room can occupy.
Through the research we found that for an all day
dining restaurant in a four-star hotel, the most popular
seat PAR ratio is 50% whereas for a five-star hotel the
ratio rise up to 60%. The most popular seat PAR ratio
for a four-star hotel’s Chinese restaurant is 40% while
in a five-star hotel the ratio is 60%. A common bar seat
PAR ratio for both four-star hotels and five-star hotels
is 20%. The selected hotel’s brand standard states that
their all day dining restaurant should have at least 150
seats, which will give them a seat PAR ratio of 50%.
Their Chinese restaurant will offer 250 seats, equals a
seat PAR ratio of 80%. The seat PAR ratio for their
lobby lounge is 30%. We noted that the seat PAR ratio
for selected hotel’s Chinese restaurant is 33% higher
than common five-star hotel ratio in China. Chinese
restaurant used to generate considerable revenue in
China’s hotel market. After the government introduced
the ‘Eight Provisions’ to reduce office and reception
expenses, hotel investors should be more flexible when
deciding the number of seats, especially the number of
private dining rooms, in order to maximise their
revenue.

CHART 4: SEAT PAR RATIO

Seat PAR Ratio ADD Popularity by Star
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Apart from the restaurant and bar count and the seat
PAR ratio, we also noted several design trends for the
food and beverage facilities in China’s upscale hotels.
To begin with, more hotels noticed that it is with
higher efficiency to put all the food and beverage
outlets on the same floor. By doing this the circulation
time will reduce and therefore the operating expense
will decrease. Furthermore, increasingly hotels
consider combining the all day dining restaurant with
the lobby lounge. It will not only cut down the
construction costs but also lower the operating costs.
Besides, open Kkitchen is gradually getting popular.
Hotel industry entered the new era that customers
concern about the food security more serious than
ever before, the open kitchen concepts will reassure
their concerns about the food, and it is also

entertaining to witness the preparation of their food.

Increasingly, upscale hotels adapt their F&B offering to
local demand as they compete with a growing number
of independent restaurants in their surroundings.
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Meeting Facilities

Ballroom Size. Consistent to our research, the most
common ballroom size for a four-star hotel is 400m?,
representing 21% of all four-star hotels. For a five-star
hotel the most common ballroom size is 600m?2. As an
upscale hotel famous for its meeting facilities, the
selected hotel’s meeting facility is of superior standard.
They required a minimum ballroom size of 1,000m?,
which can be divided into three sections for flexible
usage. According to our analysis, 70% of the upscale
hotels’ ballrooms are smaller than that. A relatively
large and flexible ballroom will allow the hotel to host

different scales of events; consequently the
construction costs and operating expenses will
increase.

CHART 5: BALLROOM SIZE POPULARITY

Ballroom Size Popularity by Star Category
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Ballroom PAR Ratio. Ballroom PAR ratio (ballroom
space/room key count) measures the ballroom space
that captured by each available room in the hotel.
Hotels with high upscale standard or hotels especially
cater to meeting segment usually have a larger
ballroom PAR ratio. According to our research, 27% of
the four-star hotels record ballroom PAR ratio of 1.5,
the most popular ballroom PAR ratio for the four-star
category is 1 to 2, representing 64% of all the four-star
hotels in our sample set. About 55% of all the five-star
hotels in our sample set have a ballroom PAR ratio
ranging from 1.5 to 2.5, among which 22% have
ballroom PAR ratio of 2.The benchmark upscale hotel
we select requires a minimum ballroom size of 1,000
m? as well as a minimum room key count of 300, which
represents a minimum ballroom PAR ratio of 3.3—

larger than 86% and 76% respectively of all the four-
star and five-star hotels from our sample set. We
notice that the benchmark hotel we select is a standard
upscale hotel, business and meeting guests are the
major clienteles who use the meeting facilities more
frequent than the other hotel guests.

CHART 6: BALLROOM PAR RATIO

Ballroom Space to Room Ratio by Star Category
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Meeting Facility Count. Meeting room count
represents all the banquet facilities in a hotel,
including the divisible three sections from the
ballroom. Our research indicated that, for four-star
hotels in China the most popular meeting room count
is six and eight, representing 24% and 23% of all four-
star hotels respectively. Whereas five-star hotels are in
favor of 8 or 12 meeting rooms, representing 19% of
all five-star hotels. As an upscale hotel renowned for
its meeting facilities, the selected hotel should have 11
meeting rooms according to their brand standard. The
variety of their meeting rooms will give them the
flexibility to host different types
simultaneously.

of meetings

CHART 7: MEETING ROOM NUMBER POPULARITY

Meeting Room # Popularity by Star Category
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Supporting Facilities

Supporting facilities can further influence guest’s in-
house experiences. Our research found that Business
Centre, Fitness Centre, Swimming Pool, Spa, Beauty
Salon, Free Cyber Space, Kids Playground and Barber
are the top 8 supporting facilities for upscale hotels in
China. Almost all the four-star hotels and five-star
hotels from our sample set are equipped with a
Business centre and a Fitness Centre. Over 95% of the
five-star hotels have swimming pool as it is one of the
star rating criteria. The popularity of the Spa generates
the biggest gap (25%) between the four-star and five-
star category. As selected-service hotels the four-star
category offers less Spa facilities. We noted that the
selected benchmark hotel covers most of these
supporting facilities.
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CHART 8: OTHER FACILITIES POPULARITY

100.00%
90.00%
80.00%
70.00%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%

0.00%

W 4-Star
W 5-Star

Four-Star Hotel

Business Centre

Fitness Centre

Swimming Pool
M Four-Star Hotel

Free Cyber Space

eauty Salon

Five-Star Hotel

Business Centre

Chape Fitness Centre

Barber Swimming Pool

M Five-Star Hotel

Kids Playground SPA

Free Cyber Space

[[3E2324i

Pe B Vel 3k — 2B R P AL RS ARG . FRATIE L
WEABL, b RS P HEA AT 8 ALK ACE Bt Y
ity B G UK. KIT L SREV
et ERE L JLE R A E R MG . ERATHIFEALE S,
JUF- P B0 DY 2 2R o B2 2009 5 S 4% A 1 95 oL A
fa 5 ot s 95% LA 1 T B 0 B A ik, BRA
X TR G S IR — o DY B P i AN T B
JETC B AT O B8 R 2R OR (25%) o fEONKE
AR S5, DY G R B 3R BT it . BRATTTE
Sl pun VAR TR OREINEPNE 2| E S TE 79

Beauty Salon

BI% 8: HibiEims

100.00%

40.00% | m RS
30.00% . .ﬁii&
20.00%
10.00% .
0.00% -
o (S, v oF & & N4
I S R L R G £y
P @@,ﬁ$$@ TG
VU 2 4% 5 ik
LT
m U G
HEFEE
RN
fdt B ey
MR Wikt
I Ea A
TKIT
B 404
]
Conclusion

In 2014, China’s tertiary industry surpassed the
secondary industry in terms of the value added in its
industry by RMB3,534.7 billion, in line with the
country’s ongoing pursuit of an optimal economic
structure. The State
documents which aim to further promote the tourism
in China. The hospitality industry is still booming in
China. Nevertheless the challenges always coexist with
opportunities. The Generation Y is gradually becoming
the main force in the consumer market. Compared to
their previous generation, these consumers weigh the
quality of product more than the quantity, they are
seeking for unique-designed hospitality products. It is
crucial for the hotel investors to unchain the shackles
of competing on luxuriousness and scale of facilities.
The hotel sector remains a highly competitive industry
with relatively higher initial investment and a longer
payback period of time. The secret of success is about
programming the most appropriate facilities base on
the location, branding and positioning of the property.

Council released several
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