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Efficiency Evaluation of Regional Performances of Star Hotels in China
Regional Industrial Development Research Group

Abstract: As one of the rising industries of local development,hotels emerge as an important industry with so-
cioeconomic development. Hotels in China have been experiencing the problem of overcapacity and oversupply. The
hotel efficiency is a main factor that should be concerned during the economic development.

Different from existing researches ,the article argues that the efficiency of hotel operation should be based on
both its inputs and the regional resources and condition. Employing Super Data Envelop Analysis ( Super DEA)
method and based on Slack-Based Model (SBM) ,the article investigates the regional efficiency and performances of
star hotels in different levels in China. In order to measure the management and profit of hotels, the research takes
the operating income , occupancy rate and average housing price as the indicators of output. As for the input, it takes
the employees and the investment in fixed assets of hotels as the indicators of Internal input. And it also uses the
tourist attraction’ s levels, FDI, Total Retail Sales of Consumer Goods,the number of students in tourism schools,
webpage amount, greening rate of built up area and passenger capacity as the indicators of exterior input. 31 prov-
inces in China are seen as 31 DMU units.

As the statistical data shows, China hotel structure has been adjusting since 2009. The rate of medium-level ho-
tel began to increase, while the rate of high-end and medium-level hotel is still much lower than the developed coun-
tries. Besides, from a macro perspective, hotel investment in the fixed assets in China has been constantly
increasing. However it always experienced the problem of low profit and frequent fluctuation. Data also indicates
that the efficiency of hotel operation varies in different regions and at different star levels. There is synchronism in
some degree between the operation efficiency of 3-star hotel and 4-star hotels. However,3-star ,4-star and 5-star ho-
tels have not developed a pleasant linkage. 3-star hotels have been more influenced by the high-end market than the
low-end market.

Based on the criteria of star hotel ,the article defines the 2-star hotel to 5-star hotel as low-end hotel , comfort
hotel , high-end hotel and luxury hotel. We use the group within cluster method to cluster 31 provinces and further
analyze the hotel efficiency through DEA model. According to the super DEA value,the region can be classified as
inefficiency totally,low-end (2-star) hotel efficient,only luxury (5-star) hotel inefficient,luxury hotel efficient but
others inefficient, just efficient,efficient,and high efficient regions. This finding helps understand the different hotel
market and its performance of regions and provide some suggestions to improve hotel industry based on local condi-
tion. The reasons of inefficiency for key regions are identified. In the inefficiency totally region,the main problem is
the much lower average housing price compared with the same region of other provinces. Occupancy rate is also low
in some areas. The improvement of hotels’ construction and service quality is a task of top priority in these prov-
inces. In low-end hotel efficient region, different problems emerge in different provinces,including the low occupan-
cy rate and insufficient output of average housing price. Accordingly,the main solution for local hotel development is
to coordinate the occupancy rate. In only luxury hotel inefficient region,average housing price in 5-star market is not
as high as enough. Hotels should improve the construction service level. And in luxury hotel efficient but others inef-
ficient region,low-end hotels face the problem of oversupply.

All in all,the surplus of production of hotel industry exists in both high-end hotel market as over-supply and
low-end hotel market as incompatible the higher demand of the quality of hotels. In addition, some regions have
structural problems with local tourism resources, commerce and business development, talents education and infor-
mation development for the hotel industry. Based on the view of regional development,the article evaluates the hotel
operation efficiency with DEA model ,which provides a new method to measure the hotel performance. At the same
time , it also provides scientific evidence to find out the characteristics and stages of hotel development in China,and
set future goals adapted to local condition.

Key Words: star hotels; operation efficiency; Data Envelop Analysis (DEA) ; supper efficiency; regions
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