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Chapter 3  Development of a tourism industry 

 
 

Faced with economic stagnation and political instability after the death of 

Mao Zedong in 1976, the CPC Central Committee shifted its emphasis from 

political struggle to economic development. At the end of the Cultural 

Revolution the economy was on the verge of collapse with average wages of 

state employees and workers 5.5% and 8.4% lower than in 1957 (Airey & 

Chong, 2011). China’s development was lagging far behind other countries, 

bringing the legitimacy of the CPC in jeopardy. In order to improve this 

situation, Hua Guofeng introduced the “Open Door” policy in 1977. During 

the Eleventh CPC Congress in 1978, Deng Xiaoping proposed new national 

reform and development strategies. These so-called Four Modernizations 

concerned the modernization of agriculture, industry, national defence and 

science and technology. One-party rule by the CPC was to remain unchanged.  

 

3.1 CPC leaders and tourism 

Deng Xiaoping and other top leaders also played an important role in the 

initial development of tourism. Over the course of ten months, between 

October 1978 and July 1979, Deng gave five “directional talks” on tourism 

(Xiao, 2006; Airey & Chong [2010, p. 302 and 2011, pp. 158-159] 

mentioned six speeches, adding one during a visit to Burma in January 1978 

where Deng spoke of the need to develop tourism in China in general). In 

these talks tourism was positioned as an economic activity with the potential 

to earn foreign exchange rather than a political propaganda tool.  

 

Although tourism has evolved on the crossroads of “government-led” and 

“market-driven” policies, also after 1978 important tourism policy decisions 

continued to be made at the highest political level and announced by top CPC 

leaders. In 1985, for example, premier Zhao Ziyang introduced the 

incorporation of tourism in the Five Year Plans; in 2008 vice-premier Wu Yi 

recognized tourism as “a key industry in the national economy” (Airey & 

Chong, 2011, p. 206) while in 2009 premier Wen Jiabao announced tourism’s 

promotion to a “strategic pillar industry” as well as the acceleration of 

tourism development.  
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Deng Xiaoping’s talks on tourism 

 

Deng delivered his first tourism speech, entitled Accelerate the development of civil 

aviation and tourism, on October 9, 1978, to government officials of the Civil 

Aviation Administration and CNTA after meeting with a director of Pan-American 

Airlines (Xiao, 2006, p. 806). On January 2, 1979, Deng spoke to chief officers of 

CNTA before his meeting with a delegation from the US House of Representatives on 

Tourism should become a comprehensive industry (Xiao, 2006, p. 806). A few days 

later, on January 6, his speech to government officials of the State Council was 

called There’s a lot to be achieved through tourism and the one he delivered to 

industry and business leaders a week later Develop tourism to increase national 

income (Xiao, 2006, p. 806). The last one, during a visit to Huangshan on July 15, 

1979, was entitled Promote Huangshan as tourist destination (Xiao, 2006, p. 806). 

Here Deng, although his informal apparel with rolled-up trouser-legs and a T-shirt 

contrasted sharply with the formal entourage of the emperors who made the ascent 

in earlier days, nevertheless put himself in this imperial tradition by adding a 

calligraphic inscription with the text World-famous spring on the mountain 

(McDowall, 2009).  

 

Deng Xiaoping at Huangshan, July 1979 

 Source: McDowell (2009) 

 

These speeches contained many new - and in the context of the times sometimes 

revolutionary - ideas which influenced tourism policies in the 1980s and 90s. One 

recurring theme was tourism as a means of economic development and its potential 

to earn foreign exchange. In his October talk Deng mentioned that  

 
Tourism professionals should keep profits in mind when doing business with  
foreigners. Imagine if a tourist spends one thousand US dollars and we receive  

ten million tourists in a year we would then earn ten billion US dollars. Even when  
this amount is supposedly reduced to one half, that would still mean five billion. 
(Deng, October 9, 1978, cited in Xiao, 2006, p. 809)  

 

Deng on tourism as an employment generator and creator of jobs: “We can earn 

more and quick money through tourism. Besides, there is no foreign debt. . . . Once 

it is developed, tourism can provide huge employment opportunities for the youth” 

(Deng, January 1, 1979, cited in Xiao, 2006, p. 809). He even spoke on conservation 

and environmental protection:  

 
Water pollution in Lijiang River is very serious. We must do everything to prevent  
it. Factories that cause water pollution should be closed. “Mountain and water  
scenery in Guilin is the best in the world”. If the water is not clean, how can  
tourism be sustainable? (Deng, October 9, 1979, cited in Xiao, 2006, p. 809) 

 

In his talk on promoting Huangshan he noted service attitudes (not a number one 

priority at that time) and cleanliness as important issues: “Who will pay money and 
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come for a visit if service attitudes are not good and the place is dirty?” (Deng, July 

15, 1979, cited in Xiao, 2006, p. 810). He also identified the necessity of training 

and education for the tourism branch: “We should offer training programs for 

interpreters, tour guides, management teams, and even the service staff” (Deng, 

January 1, 1979, cited in Xiao, 2006, p. 811).  

 

As the central government did not have the financial resources to heavily invest in 

tourism in the late 1970s, Deng suggested other ways for constructing tourist 

facilities and infrastructure: “We should build hotels to develop tourism. We should 

make quick decisions. In the first stage, we can make use of overseas Chinese 

and/or foreign investments. Afterwards, we can develop on our own” (Deng, January 

6, 1979, cited in Xiao, 2006, p. 811). This was put into practice soon as most of the 

star-rated hotels built during the 1980s were joint ventures or franchises of 

international chains. The talks also indicated a shift towards entrepreneurship with 

Deng suggesting tourism companies to expand into “handicrafts and tourist 

souvenirs” (Deng, January 17, 1979; Deng, July 15, 1979) as well as “appropriate 

forms of entertainments such as dancing and billiards” (Deng, January 6, 1979, all 

cited in Xiao, 2006, p. 811). 

 

Many of Deng’s suggestions for developing tourism - entrepreneurship, foreign 

investment, the idea of providing service to customers - were unheard of in a 

centrally planned economy and according to Xiao (2006), these speeches illustrate 

the use of tourism as a showcase for reform and open-door policies.  

 

 

Tourism became one of the frontrunners of the Reform and Opening-up 

policies because of its potential to earn foreign exchange and because it 

could link China to the outside world. It was also considered a safe area for 

experimenting with reforms, including foreign investment, since tourism had 

never been part of the planned economy (Airey & Chong, 2011). 

 

Although the development of tourist infrastructure and facilities started soon 

after 1978, there was no overall tourism development plan. It was only in 

the mid-1980s, as noted above, that tourism was integrated in the planned 

economy (Ryan, Gu & Fang, 2009; Airey & Chong, 2011). In the Seventh 

Five Year Plan (1986-1990), tourism was for the first time listed as an 

economic activity and industry which should be vigorously developed (Zhang 

et al., 2005; Huang, 2010b; Airey & Chong, 2011).  

 

The initial focus in the 1980s was on inbound tourism because it could bring 

in part of the foreign exchange needed for the modernisation of the country. 

But its status as a foreign exchange earner changed as other industries grew 

and export expanded. According to Huang (2010), the amount of foreign 

exchange earned through tourism accounted for almost 10% of the national 

total foreign exchange reserve in 1996; in 2007 this was only 2.7%. 
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By the end of the 1990s, domestic tourism became much more important 

than inbound tourism. This development was caused by the Asian financial 

crisis in 1998 when domestic consumption slowed down and the government 

decided to promote tourism to increase domestic consumption spending. 

Domestic tourism was also important in triggering regional economic growth, 

driving the development of related industries and providing employment 

opportunities (Zhang et al., 2005).  

 

From around 2000, China’s outbound tourism started to gain momentum. In 

2010 there were already 57.39 million outbound tourists (Zhang, G., 2011). 

But most Chinese people stay close to home with Hong Kong and Macao as 

the destinations for some 70% of all outbound tourists. The government has 

kept strict control over outbound tourism as will be described in more detail 

below.  

 

In the past 35 years, China has developed a comprehensive tourism industry 

in which all tourism markets - inbound, outbound and domestic - are 

represented while adapting its policies several times. After 1978 policies 

changed from tourism as a part of foreign affairs to tourism as a tool for 

economic development. From the end of the 1990s, the economic priority in 

tourism development gave way to a government view in which tourism is 

seen as able to fulfil not only economic but also political-ideological goals 

(Huang, 2010b; Airey & Chong, 2011), as will be discussed below and in the 

next chapter.  

 

3.2 Tourism infrastructure 

In order to receive tourists, a tourism infrastructure needed to be created. In 

1978, China had only 137 hotels with a total of 15,539 rooms (Zhang et al., 

2005, p. 161), limited transportation facilities and few developed tourist sites. 

 

Hotels  

When China opened its doors to international tourists, hotels could not meet 

the sudden demand, leading to a severe shortage of hotel beds (Zhang et al., 

2005). To ease this shortage several measures were taken: state 

guesthouses, originally used for receiving diplomatic and official visitors, 

were opened up to tourists. New state-owned hotels (SOHs) and joint-

ventures were built: in a major break with the past, the State Council had 
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approved the building of joint-venture hotels in cities like Beijing, Shanghai 

and Guangzhou in 1979. In 1982 the first of these opened its doors (Airey & 

Chong, 2010). This was the Jianguo hotel in Beijing, a joint venture between 

the Beijing branch of CITS and an American Chinese investor (Gu, Ryan & 

Yu, 2012). The introduction of concepts such as “profit” and “service” 

provided a big change from the way in which the state guesthouses had been 

operating. Instead of a Party secretary, a general manager was responsible 

for business operations; staff members received contracts and job 

descriptions and could even be fired in case of unsatisfactory performance, 

all unprecedented innovations in the early 1980s. The Jianguo hotel 

management model was promoted throughout the country when the State 

Council launched the “Learning Jianguo Campaign” (Airey & Chong, 2011, pp. 

174-175) in 1984. In the next years investors from Hong Kong developed 

the White Swan Hotel and the China Hotel in Guangzhou and the Zhaolong 

Hotel in Beijing, landmarks of China’s economic reform. After China’s 

accession to the WTO in 2001 100% foreign ownership of hotels became 

possible. 

 

Despite the introduction of a - socialist - market economy, in 2009 only 20% 

of the hotels were privately owned; 38% were still state-owned with the 

remainder being the property of a variety of other forms of ownership (such 

as collectively owned, foreign invested or share-holding cooperatives for 

example) (Hung et al., 2013), illustrating the complicated business 

environment. The government began its policy of reform towards a market 

economy by introducing a non-state sector in which government production 

units, which were part of the centralized economic planning system, were 

transformed into economic enterprises. “Privatization” in this context did not 

mean the transfer of ownership from the state to private individuals. Rather, 

it referred to the reintroduction of state units into the economy as modern 

enterprises but with the state - at national, local or municipal level - still 

being the major owner (Mak, 2008). This resulted in a situation where state 

enterprises “competed” in what was only a quasi-market with continued soft 

budget constraints20 (Chung, 2003). A next step in the ideology of the 

                                                      
20 The term “soft-budget constraint” was introduced by the Hungarian economist János Kornai around 
1980 to explain economic behaviour in socialist countries in transition to capitalism but it is currently also 
used beyond the realm of socialist and transition economies. The expression refers to enterprises which in 
theory are responsible for their own expenditures, profits and losses but are not allowed to go bankrupt 
when they incur deficits. They are continuously rescued through subsidies or other instruments, usually by 
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socialist market economy is “corporatization”, the conversion of state-owned 

enterprises into a shareholding companies; “securitization”, the subsequent 

sale of such shares on a securities market, is the final step in this process 

(Mak, 2008).  

 

Many SOHs are still in the first phase of this transformation process with all 

attendant problems such as Party officials and managers operating at the 

same level of hierarchy with conflicting interests; and a lack of incentives to 

improve business performance because of continued financial support by the 

state (Tang, Xi, Chen & Wang, 2006; Mak, 2008).  

Based on a study in Hangzhou, Hung et al. (2013) pointed out that the low 

efficiency of SOHs and their limited ability to compete in the market can 

largely be attributed to the fact that ownership and management are often 

not clearly separated, resulting in “constant intervention by government 

entities in hotel operations and management” (p. 761). Profitability, however, 

is not necessarily the prime objective for many SOHs. Hung et al. (2013) 

quoted a manager of a state-owned hotel as saying that “our primary 

mission is to provide high quality hospitality with high security for 

government officials and invited guests” (p. 761), indicating that potential 

conflicts between political interests and economic profits are never far away 

in such an environment. 

 

Although the government is aware of the rather poor performance of SOHs, 

it has proved difficult to change the situation. Ownership rests with many 

different administrative departments, from the police, banks and the army to 

CNTA, China Post and Telecommunications and various levels of local 

government to name but a few. Tang, Xi, Chen and Wang (2006) remarked 

that since local governments or government departments cannot become 

direct shareholders of SOHs, they usually set up a “state asset-management 

company” (p. 186) to act as a shareholder for them. All this makes for 

unclear property and ownership structures and poses a major obstacle to 

change. Many of the SOHs were built for political (positioning the region as 

“modern” or providing lodging for government officials) rather than economic 

                                                                                                                                                              
some state department/organisation. The expectation that they would always be rescued, even after 
chronic failure, left its mark on the behaviour of such enterprises and this softness of the budget 
constraint, according to Kornai, underlies the low efficiency of socialist economies. Enterprises with hard 
budget constraints which do not receive outside support are obliged to become more efficient or, if the 
deficits persist, cease their activities (Kornai, Maskin & Roland, 2002). 
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purposes. Over the years, some of them have become, as Tang et al. (2006) 

wrote, “political toys and . . . parasites on the local economy for the 

entertainment and self-indulgence” (p. 184) of local government officials or 

managers of other local state-owned enterprises, making the stake-holders 

reluctant to give them up.  

 

Although Hung (2013) expects that the corporation will become the 

dominant form of hotel ownership with state-owned hotels eventually 

transferring ownership to non-governmental business corporations, this still 

seems a long way off. Even China’s largest hotel group, the Jin Jiang group, 

is currently still state-owned (“China’s Jin palaces”, 2013), in this case by the 

State-owned Assets Supervision and Administration Commission of the 

Shanghai Municipal Government.  

 

The Jin Jiang Group 

 

The Jin Jiang International Holdings Company Ltd. (also referred to as the Jin Jiang 

Group), is - in its own words - “one of the largest tourism conglomerates in China” 

(Jin Jiang, 2013). Apart from owning and operating hotels, it also provides catering,  

tourism and transport services, and is active in the realty and finance businesses (Jin 

Jiang, 2013). With its headquarters in Shanghai, the Group owns a number of well-

known brand names such as Jin Jiang International Hotels, Jin Jiang Car Rental, Jin 

Jiang Travel and Jin Jiang Real Estate (Jin Jiang, 2013).  

 

The Jin Jiang Group owns and operates 1,460 distinctive hotels and inns in more 

than 230 cities and towns in China and is ranked as the 9th largest hotel company in 

the world (Jin Jiang, 2013). As a hotel brand Jin Jiang has a long history with its 

Shanghai property the Jin Jiang Hotel having roots (as a tea-house and restaurant) 

in the 1930s. In the 1950s it “became the Jin Jiang Hotel and was the first state 

guest house after the founding of new China . . .” (Jin Jiang, 2013). Brands operated 

by the group include the Jin Jiang Hotels, Peace Hotels and the Jin Jiang Inn Budget 

Hotels. 

 

With a wide portfolio of hotels in different categories and with different names (apart 

from the chains mentioned above, quite a number of properties are individually 

named, such as the Rainbow Hotel, the Oriental Garden Hotel, the Chang An Grand 

Hotel, and the Huating Hotel & Towers [Ho, 2013]), developing a clear brand is 

currently one of Jin Jiang’s priorities (Ho, 2013). 

 

At the end of 2009 Jin Jiang embarked on a course of international expansion when 

it bought the Interstate Hotels and Resorts Group (IHG), a leading US hotel 

management company, managing 380 hotels world-wide (managed hotels include 18 

Hilton hotels, nine Westins, nine Holiday Inns, 39 Holiday Inn Express hotels and 16 

Sheratons [Interstate Hotels & Resorts, 2013]). The purchase was carried out as a 

50/50 joint venture with US Thayer Lodging Group (Business Monitor International, 

2013). Gu, Ryan and Yu (2012) stated that this deal “gave Jin Jiang two instant 

strategic advantages: (1) access to the North American market which has become 

one of the top markets for China outbound tourists, and (2) access to management 

knowledge in all aspects of hotel and resort operations” (p. 61). 
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The flagship of Jin Jiang’s up-market brand is going to be the five star J-Hotel 

occupying the 84th-110th floor of China’s tallest building (Gu et al., 2012), the 

Shanghai tower, opening in 2015. Although it is a joint project of Thayer and Jin 

Jiang and will be managed by IHG, according to Gu et al. (2012), “symbolically it 

represents the confidence of the Chinese hotel industry as it moves into the 21st 

century” (p. 63).  

 

      
Shanghai Tower, model    Shanghai Tower being built, 2013 
 
Source: “Jin Jiang to launch new luxury hotel brand” (2010)  
 

 

 

 

The hotels built shortly after 1978 were mainly in the four to five star 

categories and oriented at international visitors. Although this remains an 

important market, the tremendous growth of domestic tourism after 1999 

also necessitated the development of a greater variety of accommodation in 

the budget and mid-market segments. Economy or budget hotels, operating 

with a concept of “value for money”, have become very popular. They offer a 

strong brand with loyalty programs, presence in many cities, on-line 

reservation systems, standardized clean and comfortable rooms with 

Internet access, complimentary (or cheap) breakfast but limited other 

facilities. The popularity of economy chain hotels has resulted in occupancy 

rates of 80% and up (Chen & Fang, 2008). Domestic travellers prefer them 

to traditional two or three star hotels because “you know what you get 

wherever you are” (which cannot always be said about non-chain hotels) and 

they make up some 90% of the guests in economy hotels (Chen & Fang, 

2008).  

 

In their study of critical success factors of economy hotels, Hua, Chan and 

Mao (2009) reported that they cater mainly to a young age group with the 

majority (67%) of customers being between 25 and 34 years of age with a 

college education and an annual income of around 40,000 RMB. They also 
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found that although the economy hotels aim at providing “value for money”, 

most customers considered service quality the primary factor when choosing 

a hotel, with location coming second. Price was not the decisive factor for 

choosing an economy hotel, underlining the notion that service is very 

important for Chinese tourists.  

 

With domestic tourists being brand-conscious, several domestic brands have 

capitalized on this and have come to dominate the economy hotel market 

(Chen & Kim, 2010) with Jin Jiang Inns (the budget chain of the Jin Jiang 

Group), Home Inns, Green Tree Inns, Hanting Hotels and 7 Days Inn being 

the largest chains. A major challenge for the domestic economy hotels is 

competition from international chains. Whereas the market for four and five 

star hotels has been dominated by international companies since the 1980s, 

hotel groups like Intercontinental (with Holiday Inn Express, now owned for 

50% by the Jin Jiang Group) and Wyndham Hotel Group (with Days Inn and 

Super 8) have recently entered the economy market (Chen & Kim, 2010; 

Business Monitor International, 2010). Their advantages over Chinese-owned 

hotels are mainly in the field of management expertise (Hung, 2013) and 

technology. Being part of a large international hotel group (Wyndham had 

some 7,440 hotels in January 2014 for example [Wyndham, 2014]) brings 

benefits of scale with regard to investment funds, marketing campaigns and 

international reservations systems. Domestic chains, on the other hand, have 

more local business knowledge and better access to acquisition of real estate. 

This makes mergers in the near future likely, with smaller brands 

disappearing or being taken over by the larger ones.  

 

An even more recent phenomenon in the hotel landscape are youth hostels. 

With independent travel and backpacking becoming more popular, 266 youth 

hostels (Youth Hostel Association China, 2014a) - plus three in Hong Kong - 

have emerged throughout the country. Youth hostels provide basic 

accommodation and are innovative in that they have in general a low 

service-level and refrain from providing items like the ubiquitous throw-away 

slippers, toiletries and in-room hot drinking water; in some hostels guests 

are even expected to bring their own towels. The hostels make up for the 

lack of these basic amenities with creating an informal, cosy atmosphere. 

Some hostels are pioneering with more sustainable forms of tourism, 
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recycling plastic, using energy saving light bulbs, solar water heating and 

refraining from the use of disposable items (Youth Hostel Association China, 

2014b). 

 

The expansion of the economy hotel sector is in full swing. The four and five 

star hotel range has also seen an increase, especially in Beijing during the 

pre-Olympic build-up and in Shanghai preceding the 2010 World Expo 

leading to a substantial overcapacity in these categories (Zheng & Gu, 2011; 

Jones, Lang, LaSalle, 2013). The development of mid-range hotels, however, 

is lagging behind. Within the next years the demand for mid-price 

accommodation will probably become greater than supply. Not only are 

foreign visitors, due the economic crisis, looking for cheaper alternatives to 

the four and five star hotels, demand will mainly be generated by domestic 

travellers with more travel experience and more money looking for hotel 

brands in non-budget segments (Business Monitor International, 2010; Jones 

et al., 2013). Several domestic economy hotel groups, such as Home Inns 

and the China Lodging Group, are therefore currently diversifying into this 

sector. 

 

Home Inns Group and China Lodging Group 

While SOHs, such as Jin Jiang, still occupy a key position in the accommodation 

sector, some private entrepreneurs have become highly successful in the hotel and 

travel industry. A prime example of a powerful travel and hotel conglomerate funded 

by private equity funds (Loesekrug-Pietri, 2013) consists of CTrip.com, Home Inns 

and the China Lodging Group. All three are listed on the NASDAQ stock exchange 

(the electronic marketplace for the buying and selling of stock).   

 

It started with CTrip.com which was founded in 1999 by James Liang, Neil Shen, FAN 

Min and JI Qi. CTrip.com is a shareholder of the Home Inns Group, which was 

established in 2002 by the same entrepreneurs. CTrip is also a shareholder of the 

China Lodging Group, which was founded by JI Qi and started its operations in 2005 

with the Hanting economy brand (Shen, 2008; Flannery, 2010; Shao, 2013). The 

interconnectedness of these three enterprises is not only through stock and 

investments but also through management: JI Qi was CEO of the Home Inns Group 

until 2005 and is currently executive chairman and CEO of the China Lodging Group 

as well as a director on CTrip’s board (China Lodging Group, 2014a). 

FAN Min is president and vice chairman of the board of CTrip (CTrip, 2014) as well as 

a director on China Lodging Group’s board (China Lodging Group, 2014a).  

James Liang is CEO and chairman of the board of CTrip and also serves on the board 

of Home Inns (CTrip 2014). Neil Shen left CTrip in 2005 to become founding partner 

and manager of Sequoia Capital China, a venture capitalist enterprise investing in 

science, technology and other areas (Fannin, 2013). 

 

While CTrip has become one of the leading travel services provider, offering hotel 

reservations, airline ticketing, and packaged tours with a website that has over six 

million monthly unique visitors (UNWTO, 2013b), both the China Lodging Group and 

Home Inns are major players in the hotel market. The China Lodging Group had a 
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total of 1,341 hotels in operation by the end of September 2013. Starting out as an 

economy hotel chain, it currently owns six brands, two in the upscale (Manxin Hotels 

& Resorts, Joya Hotel); two in the midscale (Ji Hotel and Starway Hotel) and two in 

the economy (Hanting Hotels and Hi Inn) segments (China Lodging Group, 2014b).  

 

The Home Inns Group had 1,682 hotels in 243 Chinese cities in 2012 (Home Inns 

Group, 2013). After investment by US based venture capital firm, Home Inns raised 

US$109 million from its initial NASDAQ listing in October 2006 (Gu et al., 2012; 

Shen, 2008). Using this money for the expansion of the economy Home Inns chain 

throughout the country, the Home Inns Group acquired a second budget chain 

(Motel 168) at the end of 2011 (Home Inns Group, 2013). Recently, it entered the 

midscale market by developing a second brand, Yitel, targeted at the business 

traveller (Gu et al., 2012; Home Inns Group, 2010). 

 

All three enterprises, primarily aimed at the continuously growing domestic tourism 

market, have in a short period become highly successful, turning their founders into 

(multi-) millionaires, with JI just outside Forbes’ list of 400 richest Chinese in 2013 

and Shen occupying number 250 (Shao, 2013). 

 

  

While international hotel groups continue to expand by trying to get a 

foothold in tier four and five cities, such as Dali in Yunnan and Anshan in 

Liaoning Province (Jones et al., 2013), domestic hotel groups have begun to 

internationalize and diversify their operations as observed above for Jin 

Jiang, Home Inns and the China Lodging Group. Gu et al. (2012) also 

pointed to the hotel industry’s involvement with real estate and with 

expansion into projects that combine “leisure, recreation, retailing and 

tourism into themed zones” (p. 62). Such projects also usually involve local 

and national levels of government, not just in the planning process but also 

as financial investors and in having a decisive say over partners from the 

private sector (Gu et al., 2012). It thus seems that, although ownership 

structures may differ, in their strategies of industry integration, expansion 

and diversification, the Chinese hotel industry operates in similar ways to 

transnational corporations based elsewhere.  

 

Transportation  

With the late start of railway development and the restrictions on mobility, it 

is no surprise that China’s transportation network was rather limited at the 

start of Reform and Opening-up. Since 1978, passenger road transport and 

air travel have grown faster than rail with the limited capacity of the rail 

network being the main reason for its lagging behind (Fu, Zhang & Lei, 

2012). In 2008, according to Fu, Zhang and Lei (2012), the railway system 

carried about 25% of the world’s rail traffic (both cargo and passengers) but 
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had only 6% of the world’s rail infrastructure. Since then rail capacity has 

increased rapidly and currently China has the third longest railway network 

after the USA and Russia (Wang, Rong, Xu & Or, 2012). Its high-speed 

network - with the first line built in 2003 - is the world’s longest with over 

12,000 kilometres at the end of 2013 and more under construction (“China's 

high-speed rail on fast track”, 2013). 

 

This feat was accomplished under the supervision of the powerful Ministry of 

Railways which had monopolistic control over railway development and 

operations at the national and regional levels21 (Wang et al., 2012), 

something which was not uncontested within the CPC. In an attempt to 

separate government from business the Ministry of Railways was dissolved in 

March 2013. Responsibilities for planning and policy were shifted to the 

Ministry of Transport, while the China Railway Corporation (CRC) was 

established to deal with commercial concerns. In July 2013, former railway 

minister Liu Zhijun, in charge from 2003 to 2011 and a major force behind 

the fast growth of the high-speed network, was sentenced to death with a 

two-year reprieve on charges of bribery and abuse of power (“China scraps 

railways ministry in streamlining drive”, 2013; “China's high-speed rail on 

fast track”, 2013; Kaiman, 2013). Liu, who was also blamed for a severe 

high-speed train collision in 2011 (discussed below), was one of the first 

high-profile victims of president Xi Jinping’s frugality and anti-corruption 

campaign designed to restore the CPC’s image and credibility.  

 

Whether these allegations are true or not, it goes without saying that the 

large-scale high-speed rail (HSR) development which started around 2005, 

involved enormous amounts of money (and offered plenty of opportunities 

for corruption). The “Mid-to-Long Term Railway Network Plan” of the former 

Ministry of Railways envisaged a HSR grid, reproduced in figure 3.1, with 

eight high-speed corridors, four stretching north-south and four east-west, 

totalling 15,000 km of rail dedicated exclusively to passenger transport in 

2020 (Wang et al., 2012). In addition, 20,000 kilometres of mixed transport 

HSR will be added, mainly by upgrading existing lines. This network will 

eventually connect all provincial capitals and cities with more than 500,000 

residents (Fu et al., 2012). 
                                                      
21 Subway or urban mass transit railway (MTR) development did not fall under the Ministry of Railways, 
but is the responsibility of city governments (Wang et al., 2012). 
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Figure 3.1 Planned HSR network 

 

Source: Fu et al., 2012, based on the Ministry of Railways and Goldman Sachs 

 

In reality construction of the high-speed network was substantially 

accelerated when many major infrastructural works were carried forward in 

2008 and 2009 to ease unemployment resulting from the global economic 

crisis. The speedy execution of work on the HSR network was also facilitated 

by the government’s tight control over these developments. While HSR 

technologies have been imported from abroad, rolling stock and electric 

systems are supplied by two domestic HSR equipment groups. While these 

companies are listed on the Shanghai and Hong Kong stock exchanges, both 

were majority owned by the state (Fu et al., 2012), generally simplifying 

operations and standardization. 

 

One of the most important new lines is the 1,300 km long high-speed 

connection between Beijing and Shanghai, which runs parallel to the existing 

tracks and is solely used for passenger transport (“Beijing-Shanghai, China”, 

2010). Trains on this track started operating at the end of June 2011, a year 

earlier than planned and reducing the travelling time between both cities 
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from around ten to five hours. A total of 80 million people a year can be 

transported, almost doubling the number of passengers. However, various 

problems and delays in the first weeks of operation as well as a serious high 

speed train crash, killing 40 people, in Zhejiang Province near Wenzhou in 

July 2011, made for less than expected numbers of passengers in the first 

months (“China: dozens die as bullet trains collide in Wenzhou”, 2011).  

In general, the accident raised questions as to the necessity of the fast pace 

of the HSR development at the possible expense of safety, the lagging 

behind of the training of workers, technicians and managers and the high 

debts incurred by the former Ministry of Railways (Fu et al., 2012; Wang et 

al., 2012).  

 

The result was that many HSR projects were halted at the end of 2011 but 

HSR construction is now back on track. The Beijing-Guangzhou HSR, with a 

length of 2,298 km the world's longest high-speed line, became fully 

operational in December 2012, reducing the travel time between Beijing and 

Guangzhou from 22 to eight hours (“The longest high speed rail networks in 

China”, 2013). At the same time, the question remains if anything has really 

changed since the abolishment of the Ministry of Railways as a lack of 

openness and incomplete marketization are still characteristic of China’s 

HSR.  

 

Nevertheless, the development of the railway network has far reaching 

implications for domestic travel, making tourism more affordable for ever 

larger numbers of people (Xiao, 2013). This was demonstrated, for example, 

by the 1,100 km Qinghai-Tibet line, connecting Golmud to Lhasa, which 

started operating in 2006. The Tibet railway has been much debated because 

of the negative impact on the vulnerable ecology of the Tibetan plateau; it 

was also expected to flood Lhasa with Chinese tourists, which it did with 

some 29 million visitors between 2006 and 2010 (“Road to heaven, road to 

prosperity”, 2010).   

 

The fast expansion of HSR network also poses challenges for the aviation 

industry.  
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Aviation 

Before 1978, the modest passenger airline sector - which according to Chung 

(2003) had mainly been used as “a state-funded transport service for cadres 

on official business trips” (p.68) - was controlled by the People’s Liberation 

Army (the PLA) and managed by the Civil Aviation Administration of China 

(CAAC), an Air Force unit (Eaton, 2013). While the development of civil 

aviation was a precondition for the growth of tourism propagated by Deng 

Xiaoping, it seems he also had other reasons to decentralize this sector as 

CAAC had been a stronghold of radical Maoists, Deng’s political opponents 

who were arrested in October 1976. In the words of Eaton (2013), Deng 

“threw his weight behind a restructuring of the civil aviation bureaucracy 

which had been so closely linked to his adversaries’ efforts to undermine 

him” (p. 71). However, when these policies led to market disorder at the end 

of the 1990s, the airline industry was re-centralized and restructured around 

the three largest carriers (the Big Three): Air China, China Southern Airlines 

and China Eastern Airlines. This was not a case on its own, though. After 

initial decentralization following Reform and Opening-up, the central 

government embarked on a course of re-centralization with the purpose of 

creating strong state-owned industrial conglomerates in key-sectors of the 

economy in the 1990s, an issue which will be addressed more in-depth in 

Chapter Four. 

 

After 1978, at first a liberalized and competitive aviation market appeared to 

be the government’s goal. While air traffic control remained largely in the 

hands of the military, CAAC’s airline monopoly was dismantled in the mid-

1980s. Until then it operated the country’s only airline which was, in the 

words of Mak (2003), “generally known for its poor service and rude staff” (p. 

167). Early tourists often spoke of CAAC as China Airlines Always Cancels or 

even China Airlines Always Crashes.  

 

In 1985 CAAC converted its six existing regional bureaus into independent 

economic units, responsible for their own profits and losses, which in turn 

created their own airlines. In this way six corporatized (but non-privatized, 

still CAAC-owned) regional airlines arose between 1987 and 1991. The 

largest, the current Big Three, were formed out of the CAAC bureaus in 

Beijing (Air China, the national carrier), Guangzhou (China Southern Airlines) 
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and Shanghai (China Eastern Airlines). The other three were China 

Southwest Airlines (based in Chengdu), China Northwest Airlines (Xi’an) and 

China Northern Airlines with its headquarters in Shenyang (Zhang, 1995; 

Mak, 2003; UNWTO, 2008, 2013; Eaton, 2013). CAAC continued its role as 

aviation authority concerned with regulatory issues such as flight routes, 

safety, airfares, new aircraft, overseeing airports and issuing licenses for new 

airline companies.  

 

Chung (2003) called this first round of corporatization unsuccessful. With 

CAAC functioning as both a market regulator and an airline owner, the 

separation of government and business as well as the marketization of the 

airline industry were far from complete with consequences for competition 

and efficiency. The government sought to redress the situation by 

encouraging new players to enter the market in the hope that the entry of 

more airlines in a hitherto closed sector would automatically create 

competition and market efficiency (Chung, 2003). The PLA, several Ministries 

and provincial and municipal governments - persuaded to enter this market 

by “preferential terms in taxation and fiscal arrangements” (Chung, 2003, p. 

71) - founded their own (often in joint-venture constructions with the six 

established airlines) carriers such as Hainan Airlines, Shenzhen Airlines, 

Shanghai Airlines, and Sichuan Airlines. Around 1995 more than 40 airlines 

were operational - too many to be profitable - before the number was 

reduced to just 17 in 2001 (Chung, 2003). 

 

The fast growth of the number of airline companies led to dangerous 

situations due to a lack of experienced pilots and technicians: nine planes 

crashed between July 1992 and December 1993 alone (Chung, 2003). A 

deregulation of ticket prices in the early 1990s did not improve the industry 

situation. Where before these prices had been determined by the State Price 

Control Bureau (Eaton, 2013), the control over ticket pricing was gradually 

relaxed from 1992 on, allowing airlines first to apply discounts or mark-ups 

of 10% and later of 20% of the published fares. At the end of 1997, CAAC 

announced the “one kind of ticket, many kinds of discount” policy (Eaton, 

2013), permitting airlines to charge different ticket prices for the same seats 

on the basis of, for example, time of purchase or flight times. It caused price 

wars and a collapse of revenues and only added to the problems in a market 
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where all airlines were largely - and the majority completely - state-owned 

and where soft-budget constraints were operational, providing few incentives 

for improving efficiency (Chung, 2003; Lei & O’Connell, 2011).  

 

By the end of the 1990s it was clear that the aviation sector suffered from 

serious disorders: too many (small) airlines, rising debts due to expensive 

plane acquisitions, excessive carrying capacity, price wars, low efficiency, 

high costs - “with state-owned airlines having to buy fuel at inflated prices 

from the China Aviation Oil Supply Corporation” (Eaton, 2013, p. 75) - and 

the soft-budget constraints mentioned above. Circumstances deteriorated 

when the Asian financial crisis (1997–98) led to a decline in the demand for 

air travel.  

 

Intervention became inevitable and CAAC first tried to re-establish its 

regulatory power by addressing the price issue. In May 1998, CAAC 

prohibited the sale of tickets at less than 20% of the published price while 

fees of sales agents were set at a maximum of 4% of the ticket price. When 

this did not end the price wars, CAAC reduced the total number of domestic 

flights by 5%; it reasserted its control over plane purchases abroad and 

urged airlines to offer jointly operated services (Chung, 2003; Eaton, 2013).  

 

In the meantime, a debate about the future of the airline industry was 

conducted. Many critics attributed the crisis to the incomplete marketization 

and the only partial separation of government and commercial operations; 

they pleaded for an end to the questionable role of CAAC as both a market 

regulator and - as an airline owner - a market player. Others, however, 

reasoned that a fragmented market with too many airlines would never be 

profitable and favoured consolidation around two or three large carriers. 

These would have to hold 70 to 80% of the market, also in view of increasing 

the airlines’ international competitiveness (Eaton, 2013). Lei and O’Connell 

(2011) stressed this as an important reason for the ensuing consolidation as 

the state hoped to create a strong airline industry on the eve of China’s entry 

into the WTO in 2001.  

  

What happened in the end was that the relatively open airline market was 

replaced by a state-owned oligopoly (Chung, 2003; Eaton, 2013), just as at 
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this time strong state-owned enterprises (SOEs) in other sectors were 

formed under the slogan “advance of the state and retreat of the private 

sector”. The CAAC-owned carriers were reorganized into three airline 

conglomerates with the Air China Group, the China Eastern Group and the 

China Southern Group absorbing the others22; each acquired a leading 

national hub in respectively the North (Beijing), the East (Shanghai) and the 

South (Guangzhou) (Lei & O’Connell, 2011). The conglomerates were 

created around these three airlines because they were at that time the 

largest in terms of number of aircraft, capacity, fixed assets, flight routes, 

and together accounted for some 70% of the market (Chung, 2003). They 

were amongst the most profitable airlines and they were already 

corporatized; China Eastern listed its shares on the New York, Hong Kong 

and Shanghai stock exchanges in 1997 and China Southern in 1997 (in New 

York and Hong Kong) and 2003 (in Shanghai) (Zhang & Round, 2009).  

 

Airlines not under control of CAAC were urged to join one of the three groups. 

When this turned out to be a slow process, CAAC prohibited airlines that 

were not based in Beijing, Guangzhou and Shanghai from operating between 

these hubs. Lei and O’Connell (2011) claimed that this “was a major catalyst 

in forcing regional carriers to consolidate and this policy made it difficult for 

regional airlines to survive as these were the most lucrative routes within 

China” (p. 831). Only four (Shanghai, Shenzhen, Sichuan and Shandong 

Airlines) of the regional airlines managed to survive this round of 

restructuring plus Hainan Airlines, established in 1989 by provincial 

authorities.  

 

CAAC was also restructured to, finally, achieve separation of regulation and  

business. The State-owned Assets Supervision and Administration  

Commission (SASAC) took over ownership of the new airline groups in 2003 

(Lei & O’Connell, 2011; Eaton, 2013). CAAC retained its regulatory functions 

and therefore considerable power to still control the market. In 2004 a 

deregulation of ticket prices was once again introduced. It gave airlines the 

                                                      
22 The Air China Group profited the most; it became a consolidation of Air China (based in Beijing), China 
Southwest Airlines (Chengdu) and China National Aviation Corporation, CAAC’s own holding company, 
which did not provide air services but owned valuable assets (49% of Air Macao and 43% of Hong Kong-
based Dragonair), as well as Zhejiang Airlines. The China Southern Group was formed to include China 
Southern Airlines (Guangzhou), China Northern Airlines (Shenyang) and Xinjiang Airlines (Urumqi). The 
China Eastern Group consisted of China Eastern Airlines (Shanghai), Yunnan Airlines (Kunming) and China 
Northwest Airlines (Xi’an) (Chung, 2003; Zhang & Round, 2009; Eaton, 2013).  



 
 

Tourism in China: Representing the nation to English speaking tourists, page 126 

right to decide fares within a range of 25% higher and 45% lower than the 

published fares (Zhang & Round, 2009).  

 

In 2005 it become possible for the private sector to enter the market when 

CAAC published ‘‘The Provisional Regulation on Domestic Investment on Civil 

Aviation’’. While the majority of shares of the Big Three had to remain in the 

hands of the state, private investors could now exercise control in other 

airlines (Lei & O’Connell, 2011). This sparked the birth of several - mostly 

privately owned - airlines in 2005 and 2006 such as Okay Airways based in 

Tianjin, United Eagle Airlines (Chengdu), East Star Airlines (Wuhan) and 

Spring Airlines in Shanghai. Okay Airways and Spring Airlines positioned 

themselves as low cost carriers (LCCs) (Zhang & Lu, 2013) but this business 

model was (and is) hardly viable in China’s state-controlled aviation 

environment as will be described below.  

 

This liberalisation was short-lived, however, as the 2008 global crisis landed 

many airlines in difficulties and made clear that the government had no real 

intention of relinquishing its control over this sector. CAAC came to the 

rescue of the Big Three by once again reducing the competition and putting 

an end to issuing licenses to new airlines. CAAC also came up with tax 

exemptions for all airlines and provided major capital injections for the Big 

Three (Zhang & Lu, 2013; Eaton, 2013) with some US$1 billion going to 

China Eastern and US$440 million to China Southern (Lei & O’Connell, 2011). 

This unfair competition caused the downfall of many of the smaller carriers. 

A number of them were taken over by the Big Three - in 2010 China Eastern 

took over Shanghai Airlines while Air China acquired a 51% share in 

Shenzhen Airlines (Zhang, Yang & Wang, 2013) - in sometimes questionable 

circumstances as happened, for example, with East Star Airlines described 

below (Eaton, 2013).  

 

These protectionist policies have given Air China, China Southern, China 

Eastern and their subsidiaries a comfortable position. Together with runner-

up Hainan Airlines, they hold a market share of more than 90% in both 

passenger and cargo markets (Zhang & Lu, 2013). They also dominate the 

busiest and most lucrative routes between Beijing, Shanghai and Guangzhou 

(Lei & O’Connell, 2011; Zhang, Yang & Wang, 2013). Zhang, Yang and Wang 
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(2013) argued that competitiveness on these three routes is even further 

reduced because the Big Three maintain “a duopoly competition on each 

route to achieve high profits in the whole market” (p. 345), with the Beijing–

Shanghai route being dominated by Air China and China Eastern, the 

Beijing–Guangzhou route controlled by Air China and China Southern and the 

Shanghai–Guangzhou route ruled by China Southern and China Eastern.  

 

China’s private airlines 

 

The global financial crisis affected air travel severely, making 2008 and 2009 difficult 

years for the airline industry. While the government injected billions of yuan into the 

Big Three, private airlines had no access to such bailouts. Without the financial and 

political support their state-owned competitors received, many private airlines, such 

as East Star Airlines, were forced into liquidation. East Star was launched in 2005 

as a private airline. The driving force behind East Star was Lan Shili (ranking 70th on 

the Forbes list of richest Chinese in 2005) and the airline was jointly owned by a 

travel agency, a tourist investment company and a real estate firm, all belonging to 

the East Star Group. In 2009, East Star operated more than 20 domestic routes with 

a fleet of nine aircraft from its hub in Wuhan. 

 

In March 2009, the Wuhan government grounded East Star’s flights, citing safety 

concerns and failure to pay plane rental fees to a US aircraft leasing company as the 

main reasons. With an alleged debt of more than 752 million yuan, bankruptcy 

proceedings were launched at the request of several creditors. 

All along there was widespread media speculation that political forces were at work 

here to drive East Star out of the market after Lan Shili had rejected takeover bids 

by Air China, which was keen on acquiring East Star’s Wuhan hub. Lan disappeared 

in the middle of the negotiations, and government officials later said that he was 

arrested while trying to leave the country. He was sentenced to four years in prison 

on charges of evading up to 500 million yuan in taxes. East Star was declared 

bankrupt in August 2009 after the Wuhan court rejected a plan by the East Star 

Group and another company to inject 200-300 million yuan into the airline. This 

paved the way for Air China to acquire East Star’s assets and its hub in Wuhan. 

After some two years in prison, Lan launched a counter-attack. First the East Star 

Group filed a lawsuit against CAAC, claiming it had banned East Star’s flights 

illegally, which did not amount to anything. Next Lan publicly accused Wuhan’s 

deputy mayor of corruption, embezzlement of public money and connections with 

local gangs. Lan was released from prison in August 2013 (“Chinese airline goes 

bankrupt”, 2009; Kurtenbach, 2009; Govindasamy, 2010; Wang, 2011; Zhu, 2011; 

Yam, 2013; Zhang & Lu, 2013). 

 

Shanghai based Spring Airlines, privately owned and one of China’s few budget 

carriers, presents a more positive picture. In the 1980s, Wang Zhenghua, a former 

government official, set up Spring Travel, now one of the largest package tour 

operators. Spring Air was launched in 2005, mainly to provide transport for these 

package tours with Spring Travel buying a large proportion of the airline's seats, 

resulting in a load factor of about 95%. In 2013, Spring Air operated a fleet of 37 

Airbus A320 planes, with four more on order, on more than 40 routes, including 

flights from Shanghai to Hong Kong and Japan. In 2012, the unlisted Spring Group 

pocketed 680 million yuan (US$111 million) profit, with Spring Air reporting 

consistent profitability since its beginnings. But it has not been an easy journey. 

Gaining cost advantages over the Big Three was not the hardest part since these 

airlines are still not pinnacles of efficiency and cost awareness. In this area Spring 

Air has been able to reduce variable costs by developing its own computer 
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reservation system and encouraging on-line reservations, by requiring flight 

attendants to double as cleaning staff, by filling up its Airbus A320s with 180 seats 

(compared to 150 – 160 in economy class in other airlines) with minimal legroom 

and by charging for anything from water to an aisle seat.  
 

The real challenge is the tightly regulated market which favours the state-owned 

airlines. According to Wang, it took five years for Spring Air to secure operating 

rights on the lucrative Shanghai-Beijing route. And even then CAAC only allowed 

Spring Air to use the route during off-peak hours. Spring Air also needs CAAC 

approval for the purchase of new aircraft or other expansion plans. This is one of the 

reasons why it is now targeting international rather than domestic markets by trying 

to establish an operating base in Japan and to get its shares listed on international 

stock exchanges to help fund fleet and network expansion (Lei & O’Connell, 2011; 

Chiu, 2013; Mintel, 2013; Zhang & Lu, 2013).  

 

 

While the deregulation of the aviation market in the US and Europe has led 

to the emergence of many LCCs, this obviously has not happened in China 

where the current LCC’s, Spring Airlines, Okay Airways and JuneYao 

Airlines23, hold about 7% of the domestic market (Mintel, 2013a). The 

business model of LCCs is difficult to apply in a country where controllable 

costs only account for some 20% (compared to 40%-50% elsewhere) of the 

total costs (Zhang & Lu, 2013). This means that around 80% of operating 

costs are beyond the direct control of airlines which restricts the options for 

cost-effective operations (Lei & O’Connell, 2011; Mintel, 2013a). While taxes 

on the purchase of aircraft, fuel costs, and airport charges are amongst the 

uncontrollable costs, the main problems are the regulatory barriers which 

limit the possibilities of aircraft acquisition, pilot recruitment, route options, 

airport access and pricing. In this area, LCCs not only face CAAC regulations 

and price collusion but continued financial support from the state has also 

made it possible for the Big Three to match the ticket prices of LCCs without 

the need to reduce their operating costs (Lei & O’Connell, 2011).    

 

The airline market faces other problems as well. Air space near major 

airports is heavily congested, mainly due to air traffic control problems and 

the shortage of air space for civil aviation. Fu et al. (2012) mentioned that in 

2010 the State Council and the Central Military Commission showed 

intentions of loosening air space control but the congestion problem is 

unlikely to be solved soon.  

                                                      
23 JuneYao Airlines was established in 2006 with its base in Shanghai. In January 2013, JuneYao Airlines 
operated 31 Airbus A320 aircrafts on 60 domestic routes (including Hong Kong and Macao) and also 
flights to Phuket and Bangkok. The JuneYao Group is a shareholder of China Eastern Airlines Wuhan Ltd. 
It was the first private-owned enterprise that became the shareholder of a wholly state-owned business 
(JuneYao Airlines, 2014).  
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Another threat to the air industry is the expansion of the high speed rail 

network. HSR presents convenience with terminals closer to downtown than 

airports in general, faster check-in procedures, fewer congestion relation 

problems such as delays or cancelations and, on top of that, lower prices (Fu 

et al., 2012; Zhang, Yang & Wang 2013). The impact of HSR on air traffic 

has already been felt on some routes. When the high-speed network 

connected Qingdao to Jinan in 2008, all airlines on this route suspended their 

services. Airline prices have also been affected as on some routes airlines 

have been forced to match HSR fares (Fu et al., 2012; Mintel, 2013a). HSR 

therefore poses a serious challenge to airlines but also offers options for 

cooperation with airports planning HSR linkages from which HSR, airlines and 

consumers could benefit (Lei & O’Connell, 2011; Fu et al., 2012).  

 

While the government’s 2010 aviation strategy speaks of turning China into a 

strong global competitor over the next 20 years (UNWTO, 2013b), it is 

doubtful whether this can be realized during this time span. Chinese airlines 

have limited visibility in the international market and brand recognition is 

low. Currently, they are mainly trying to increase their international presence 

through partnerships with other airlines, a strategy that, according to Lei and 

O’Connell (2011), does not do much to increase brand perception.  

 

Nevertheless, with all these challenges cut out for them, the airlines do not 

have to worry about numbers of passengers. The country has become the 

second largest aviation market behind the United States (Fu et al., 2012) 

and is likely to expand even more in the near future. Fu et al. (2012) 

mentioned that in 2008 there were “210 million passenger enplanements in 

China (193 million carried by Chinese airlines; 17 million by foreign carriers), 

translating to about 0.15 flights per person per year” (p. 13). In the USA this 

was “about 1 billion enplanements a year, implying over 3 flights per person 

per year, while Japan and South Korea have about 1 flight per person per 

year” (p. 13). From this follows that - with continued economic growth and 

increasing disposable incomes - air traffic potential is enormous. 
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3.3 Inbound, outbound and domestic tourism  

In October 2013, China’s first tourism law came into effect. The law regulates 

the tourism market more tightly in an attempt to curb some of the (side-) 

effects caused by the explosive growth of - mainly domestic - tourism. It 

advocates “healthy, civilized and environmental ways of tourism” (Tourism 

Law, 2013, article 5) and puts an end to “coercive trade behaviours of 

tourism operators” (article 9). One of these are the “zero-sum tours” 

(described in more detail below) which refer to tours sold at or even below 

cost price to attract tourists who are then forced to purchase extra goods 

and services en route to provide the tour operator with the necessary 

kickbacks. Article 35 prohibits travel businesses “from organizing tourism 

activities and luring tourists with unreasonably low prices, or getting 

illegitimate gains such as rebates by arranging shopping or providing tourism 

services that require additional payment”. Such malpractices have put 

considerable strain on tour guides, some of whom do not receive any wages 

but have to make a living just from commissions on customer purchases. 

The law tries to improve their position in article 38: “travel agencies shall 

sign labour contracts with the tour guides they employ, pay remuneration to 

them, and pay social insurance premiums for them”. At the same time, 

article 41 constrains tour guide malpractices:  

 

tour guides and tour leads shall strictly follow the itinerary, shall not alter it 

or stop the services they are providing without permission or to ask for tips 

from tourists or lure, cheat, compel or force tourists in a disguised form to 

make purchases or participate in tourism activities that require additional 

payment.  

 

To further secure the rights of tourists, article 58 states that “tourism 

package contracts shall be made and entered into writing”. These contracts 

should, amongst others, contain: the travel itinerary; standards of transport, 

accommodation and catering to be provided; times and contents of 

sightseeing and entertainment activities; travel expenses. The law also calls 

on tourists to “observe public order and respect social morality in tourism 

activities, respect local customs, cultural traditions and religious beliefs, care 

for tourism resources, protect the ecological environment, and abide by the 

norms of civilized tourist behaviours” (article 13), indicating the existence of 

problems in this area as well as will be explored below. Also tour guides have 
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a role to play in regulating tourist behaviour: “when providing services, tour 

guides/tour leads shall . . . tell and explain to the tourists norms of civilized 

tourist behaviours, guide the tourists to travel in a healthy and civilized way, 

and stop behaviours which violate social morality” (article 41). In short, the 

law is supposed to regulate the industry and put an end to various forms of 

low quality tourism that were invented to profit from the explosive numbers 

of tourists continually entering the market since the 1990s. 

 

The following sections present an overview of developments in the inbound, 

domestic and outbound markets. Such an overview necessitates some 

tourism statistics to illustrate the growth of the various sectors. In general, 

tourism seems an industry obsessed with numbers, quantities and statistics: 

numbers of tourists arriving and departing, tourism receipts and 

expenditures, tourism’s contribution to national economies and employment, 

numbers of air transport passengers or nights spent in hotels are all 

gathered and frequently published by organisations such as UNWTO, WTTC 

and national tourist organisations and statistical bureaus. Tourism is usually 

credited with positive qualities. In the January 2014 UNWTO World Tourism 

Barometer (UNWTO, 2014), UNWTO Secretary-General, Taleb Rifai praised 

the tourism sector for having shown “. . . a remarkable capacity to adjust to 

the changing market conditions, fuelling growth and job creation around the 

world, despite the lingering economic and geopolitical challenges. Indeed, 

tourism has been among the few sectors generating positive news for many 

economies” (p. 1). How such conclusions are drawn is not always clear since 

international tourism statistics are often problematic with stakeholders using 

different definitions and methods of data collection.  

 

As noted in the introduction, the UNWTO defines tourists as overnight 

visitors who travel outside their usual environment for less than a year and 

for a main purpose other than to be employed by a resident entity in the 

place visited (other types of travellers such as border, seasonal and other 

short-term workers or long-term students are excluded). For its statistics 

UNWTO depends on various national (e.g. tourism authorities, statistics 

offices) and international organisations (such as the European Travel 

Commission, Eurostat, the Pacific Asia Travel Association) to supply statistics 
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on tourist arrivals and these use different methods of gathering data 

(UNWTO, 2014).  

The result is that in UNWTO publications on numbers of tourists different 

“series” of arrivals based on diverging methods of collecting statistics are 

produced as shown in figure 3.1. While these “series” give a good indication 

of developments within countries over time, comparison between 

destinations is more complicated. 

 

Figure 3.2 Some examples of “series” used in compiling statistics for 

international tourist arrivals in UNWTO statistics 

series definition examples of countries 

using this method 

TF International tourist arrivals at frontiers 
(excluding same-day visitors) 

France, China, Spain, USA, 
Italy, Turkey, United 

Kingdom 

VF International visitor arrivals at frontiers (tourists 
and same-day visitors) 

South Korea, Japan, Vietnam, 
Australia 

THS International tourist arrivals at hotels and 
similar establishments 

Switzerland,  United Arab 
Emirates 

TCE International tourist arrivals at collective tourism 

establishments24  
 

Germany, Austria, The 

Netherlands, Portugal, 
Belgium 

Source: UNWTO (2014, Annex 8) 

 

Data on inbound tourists refer to the number of arrivals and not to the 

numbers of people travelling since frequent travellers visiting a country 

several times during a given period are each time counted as a new arrival. 

Also, some countries include visits by nationals residing abroad as arrivals 

while others do not.  

 

Other problems are that the accommodation based counting methods do not 

include arrivals staying with friends and relatives, while double-counting 

those who stay in more than one accommodation during their visit to a 

destination. With regard to counting visitors from China, statistical data 

become muddled because some destinations only provide a combined 

number for arrivals from the Mainland, Hong Kong, Macao and/or Taiwan, 

whereas others have separate categories for these (Arlt, 2013).  

                                                      
24 A definition of “collective tourism establishments” is lacking in the World Tourism Barometer (UNWTO, 
2014) from which the definitions in figure 3.2 are retrieved. E-mail correspondence with UNWTO (January 
2014) revealed that a definition is used from the International Recommendations for Tourism Statistics 
2008 (United Nations, 2010, p. 102): collective tourism establishments are comprised of hotels and 
similar establishments; specialized establishments (health establishments, work and holiday camps, public 
means of transport, conference centres); other collective establishments (holiday dwellings, tourist 
campsites, other collective establishments). The definition is seen as in need of revision since 1993 but, 
according to the correspondence, so far no other is available. 
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UNWTO statistics on China, based on Chinese sources, measure international 

tourist arrivals at frontiers excluding same-day visitors (the “TF series”). 

Chinese statistics, however, normally present arrival data for overnight 

tourists and one-day visitors (the majority of arrivals) as one figure, 

accounting for the huge numbers of arrivals as shown below. Also here 

frequent travellers, and even those that live in Hong Kong and daily 

commute to Shenzhen for example, are measured each time since “each 

arrival is counted as one person-time” (China Statistical Yearbook, 2013). 

According to Arlt (2013), it furthermore “remains a wellguarded secret 

whether groups of individuals which should not be counted according to 

UNWTO rules such as sailors, airline personnel, soldiers and diplomats are 

included in the Chinese international arrival and departure statistics or not” 

(p. 129).  

 

Without wanting to question the growth of tourism as such, it is clear that 

data collection methods have a substantial influence on the overwhelming 

numbers of tourists appearing in Chinese statistics. The fact that these are 

produced by the government (and not by a - more or less - independent 

statistical bureau) caused Chu, Yeh and Chang (2014) to comment that 

these figures are “politically oriented rather than research oriented” (p. 256). 

Nevertheless, statistical data based on UNWTO and the China Statistical 

Yearbook will be used below since they illustrate the development of tourism 

but it remains necessary to take the various caveats listed here into account. 

 

Inbound tourism 

In the 1980s the focus was on incoming tourism. With a strategy of “low 

input and high output” (Wu, Zhu & Xu, 2000, p. 298), inbound tourism was 

given priority because of its potential to earn foreign exchange. This was 

quite successful: many people were curious to see a country that had been 

closed to the outside world for so long and the number of foreign visitors 

rose without much effort from nearly two million in 1978 to more than 17 

million in 1985 (Zhang et al., 2005).  

 

At the end of 1978, some 107 cities were open to foreign visitors where, 

regardless of the interests of the tourists, “the principal attractions offered 



 
 

Tourism in China: Representing the nation to English speaking tourists, page 134 

were model factories, schools, neighbourhoods, and communes” (Zhang, 

1995, p. 7). Soon more historical and cultural sites were opened up, but 

according to Zhang (1995), tourists complained that there was “nothing to 

do and nowhere to go at night” (p. 8).  

 

Inbound tourism suffered a severe setback in the aftermath of the June 4, 

1989, “Tian’anmen Incident”, the crushing of the student demonstrations by 

the army. Foreign visits dropped 21%, from 1.84 million arrivals in 1988 to 

1.46 million in 1989 (Roehl, 1995; see also table 3.1). And when taking into 

account the increase in foreign arrivals in the preceding years, the potential 

number of visitors, according to Roehl (1995, p. 23), could have been 2.02 

million, making the loss substantially higher. Only by 1991 did the number of 

foreign arrivals surpass the 1988 level. 

 

When the rush to visit the country eased, the government began to take the 

international tourist market more seriously: visa procedures were simplified, 

star-rating for hotels based on international classification standards was 

introduced, marketing efforts increased. The system of higher entrance fees 

for foreign visitors at tourist sites was abolished, as was the separate 

currency for foreigners. Until 1994 international travellers could - legally - 

only pay with Foreign Exchange Certificates, the value of which was set by 

the national bank (Gormsen, 1995).  

 

From around 1992 the number of arrivals started to increase rapidly when 

China became more of an ordinary destination where people travelled for 

business, visiting friends and relatives and for sightseeing. The increase was 

facilitated by a growing availability of flights to China, improvements in 

infrastructure and service, a rise in the number of tourism attractions and 

the country’s political stability (Mintel, 2010). 

 

Table 3.1 provides an overview of the growth in visitor arrivals during the 

period 1985 – 2012, based on Zhang, Pine and Lam (2005) and several 

editions of the China Statistical Yearbook. The numbers include both 

overnight and same day visitors. From 1997, compatriots from Taiwan are 

recorded separately in the Yearbook; hence the table has been split into two 

parts.  
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Until the year 2000, the Yearbook registered “Chinese nationals with PRC 

passport but residing elsewhere” as a separate category of arrivals. To 

enhance clarity of presentation and since their number is limited (never 

exceeding the amount of 165,000 between 1985 and 2000), these have been 

added to the compatriots and for 1997 - 2000 to the Hong Kong (HKG) and 

Macao compatriots’ category. 

 

Table 3.1.a Inbound overnight and same-day visitor arrivals 1985–1996 

(millions) 

 

Year Total arrivals Foreigners Hong Kong, Macao & Taiwan 
compatriots plus Overseas 
Chinese with PRC passport 
residing elsewhere 

1985 17.8 1.4 16.4 

1986 22.8 1.5 21.3 

1987 26.9 1.7 25.2 

1988 31.7 1.8 29.9 

1989 24.5 1.5 23.0 

1990    27.5 * 1.7 25.7 

1991 33.3 2.7 30.6 

1992 38.1 4.0 34.1 

1993 41.5 4.6 36.9 

1994 43.7 5.2 38.5 

1995 46.4 5.9 40.5 

1996 51.1 6.7 44.4 

 

 

Table 3.1.b Inbound overnight and same-day visitor arrivals 1997–2012 

(millions) 

 

Year Total arrivals Foreigners HKG & Macao 
compatriots, plus 
(until 2000) 
Overseas Chinese 
with PRC passport 
residing elsewhere 

  Taiwan 
  com-    
  patriots 

1997   57.6* 7.4 48.0 2.1 

1998 63.5 7.1 54.2 2.2 

1999 72.8 8.4 61.8 2.6 

2000 83.4 10.2 70.1 3.1 

2001   89.0* 11.2 74.3 3.4 

2002 97.9 13.4 80.8 3.7 

2003   91.7* 11.4 77.5 2.7 

2004 109.0 16.9 88.4 3.7 

2005 120.3 20.3 95.9 4.1 

2006 124.9 22.2 98.3 4.4 

2007 131.8 26.1 101.1 4.6 

2008 130.0 24.3 101.3 4.4 

2009 126.5 21.9 100.1 4.5 

2010 133.8 26.1 102.5 5.2 

2011 135.4 27.1 103.0 5.3 

2012 132.4 27.2 99.9 5.3 

* In these cases, the totals - due to the rounding from the original figures to millions with one  
   decimal place - differ slightly from the amounts one would get by adding up the number of  
   foreigners and compatriots for these years.  
 
Sources:  
1985 - 1990  Zhang, Pine & Lamb (2005, p. 23), based on the CNTA Yearbook of China Tourism  
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   Statistics 
1991     China Statistical Yearbook (1996) 
1992 - 1996  China Statistical Yearbook (1997) 
1997 - 1999  China Statistical Yearbook (2000) 
2000 - 2003  China Statistical Yearbook (2006) 
2004 - 2008  China Statistical Yearbook (2009) 
2009 - 2012    China Statistical Yearbook (2013)  
 
 

Table 3.1 clearly reflects the susceptibility of international tourism to crises 

of various kinds: not only the effects of “1989” but also the consequences of 

the 2003 SARS epidemic and the 2008 world economic crisis are visible in 

the figures, as well as the recovery in 2010, partly triggered by the World 

Expo in Shanghai and the Asian Games held in Guangzhou (Zeng, 2011).  

 

Most visitors are Hong Kong and Macao compatriots and most of them come 

on a day-trip. When excluding the same-day visitors and presenting figures 

for tourist arrivals as defined by the UNWTO, they look very different as 

table 3.2 demonstrates.  

 

 

Table 3.2 Overnight visitors 2008–2012 (millions) 

 

2008 2009 2010 2011 2012 

53.0 50.9 55.7 57.6 57.7 

 Source: China Statistical Yearbook (2013)  

 

 

Nevertheless, based on these figures China is currently ranking third in the 

top five of tourist destinations worldwide as table 3.3 shows. 

 

 

Table 3.3 International tourist arrivals at frontiers by country of  

destination excluding same-day visitors (millions) 

 

Destination 2010 2011 2012 

France 77.6 81.6 83.0 

United States 60.0 62.7 67.0 

China 55.7 57.6 57.7 

Spain 52.7 56.2 57.5 

Italy 43.6 46.1 46.4 

Source: UNWTO (2014).  

 
 

Most inbound visitors - without the Hong Kong and Macao compatriots - 

originate in other Asian countries with Europe in second place, albeit at great 

distance as is visible in table 3.4. 
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Table 3.4 Foreign visitor arrivals by region of origin 2010–2012 

(millions) 

 

Region 2010 2011 2012 

Total foreign visitors 26.1 27.1   27.2* 

Asia 16.1 16.6 16.6 

Latin America  0.3  0.3  0.4 

North America  2.7  2.9  2.8 

Europe  5.7  5.9  5.9 

Oceania & Pacific Islands  0.8  0.9  0.9 

Africa  0.5          0.5  0.5 

Others **       ** ** 
*   The total - due to the rounding from the original figures to millions with one decimal place –  
     differs slightly from the sum of the figures of the six regions.  
** Since in each year only some 1900 persons were listed in this category, they have been 
     omitted here. 
 
Source: China Statistical Yearbook (2013) 

 

Although the increase in tourist arrivals shows less confidence in recent 

years, it seems that China could still be on track to become the world’s 

number one destination by 2020 as forecasted by the UNWTO (World 

Tourism Organization, 2000). Most visitors, however, are compatriots on 

day-excursions. Other Asian countries are the next main suppliers with a 

predominance of South Koreans, followed by visitors from Japan (Chu, Yeh & 

Chang, 2014) while long-haul tourists from Europe, the USA and Australia 

(who tend to spend more time and money than Asian tourists or compatriots) 

are lagging behind.  

 

In general, China is perceived to be a safe and interesting destination with 

World Heritage sights providing major attractions (Yang, Lin & Han, 2010) 

and with relatively low prices and reasonable quality standards (Zhang, Ma, 

Li, Zhao & Gao, 2009). The quality of tour guides as well as hotel prices in 

the big cities (considered by many to be too expensive) are sometimes 

perceived as problematic (Zhang et al., 2009) while Chu et al. (2014) stress 

the need for improving hygienic conditions, particularly in terms of clean 

lavatories.  While these seem minor points which do not pose real threats to 

the development of inbound tourism, in the future more differentiation in the 

tourism product is necessary to cater to the needs of different market 

segments of inbound tourists, who according to Xiao (2013) “are to be 

attracted not only by traditional Chinese culture and its iconic world heritage 

sites, but also by its modern lifestyle and its ordinary places” (p. 2). 
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Domestic tourism  

Initially, the government did not pay attention to domestic tourism, which 

was seen as breeding immoral behaviour and distracting people from 

productive activities (Nyíri, 2010); it followed a passive policy, known as the 

Three No’s: “No Support, No Objection and No Promotion” (Airey & Chong, 

2011, p. 67). In the 1990s, however, domestic tourism became more 

important than inbound tourism and domestic tourist arrivals began to 

greatly outnumber international visitors.  

 

According to Wu, Zhu and Xu (2000) three factors contributed to the 

development of domestic tourism: rising incomes, an increase in leisure time 

and the restructuring of the economy from completely state planned to a 

socialist market economy with Chinese characteristics, discussed in Chapter 

Four. Sheperd (2009) added a relaxation of spatial control and citizen 

mobility as important preconditions: economic reforms required a mobile and 

flexible labour force and as state employment declined, control over the 

movement of (urban) residents broke down, making travel for both pleasure 

and economic reasons easier. Last but not least, sufficient tourism supplies 

(transport and accommodation, but also attractions, sights and events such 

as the World Expo) were crucial in both fulfilling and creating consumer 

demand. Currently, domestic tourism is by far the most important tourism 

sector. 

  

After 1978, China has seen a continuous rise in disposable incomes (the 

income available for spending and saving after taxes), albeit with a huge 

difference between urban and rural households as table 3.5 shows.  

 

Table 3.5 GNP and annual per capita disposable rural and urban income 

 

Year URBAN annual disposable 

household income 
(yuan per capita) 

RURAL annual disposable 

income 
(yuan per capita) 

1990  1,510   686 

2000  6,280 2,253 

2010 19,109 5,919 

2011 21,810 6,977 

2012 24,565 7,917 
Source: China Statistical Yearbook (2013) 

 

Although an increase in disposable income does not automatically lead to 

increased tourism consumption - with the price of the tourism product as 
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well as price levels of other commodities also playing a role - it is seen as an 

important precondition for the growth of tourism. 

 

Airey and Chong (2011) mentioned the importance of changing attitudes in 

saving and expenditure patterns with “saving for future generations being 

replaced by saving for self, saving being replaced by consumption, 

purchasing goods being joined by purchasing of services, and consumption 

by cash being replaced by consumption on credit” (p. 198). Spending on 

tourism can, as Yang, Liu and Qi (2014) pointed out, also enhance one’s 

socio-economic status because of its associations with higher personal 

income, something which is considered important in a country “where people 

value status symbols as being necessary to their daily lives” (p. 195). 

  

Not only “money” but also “time” is important in facilitating participation in 

tourism. In 1995 the State Council introduced the five-day workweek, 

making weekend trips an option for the first time. In 1999 (Zhang et al., 

2005; Wu, Zhu & Xu, 2000), the State Council extended three existing public 

holidays to three days each. This made three weeklong holidays per year 

possible, which greatly stimulated tourism and were generally known as the 

Golden Weeks, indicating the “golden opportunities” for the tourism and 

other service industries during these periods. But the concentration of all 

holiday-related travel into three weeks per year caused several problems 

which led to a revision of the system in 2007 and a shortening of the May 

holiday while adding days to several other festivals. 

 

 

The Golden Weeks 

 

The Golden Weeks consisted of the May Holiday, around Labour Day on May 1st, the 

October Holiday around the National Day (establishment of the People’s Republic) on 

October 1st, and the Spring Festival (when Chinese New Year is celebrated in 

January or February - being a lunar festival this has no fixed dates).  

 

The main reasons for the introduction of the Golden Weeks were economic, trying to 

find solutions for the impact of the Asian financial crisis on China’s economic 

development (York & Zhang, 2009) and “to boost domestic demand, stimulate 

consumption and restructure the economy” (“About the Golden Week”, 2007). York 

and Zhang (2009) mentioned that by 2007 the three Golden Weeks accounted for 

one-third of annual tourism volumes and 40% of tourism receipts in the domestic 

market. According to Wu, Xue, Morrison and Leung (2012), the Golden Weeks 

system “has significantly boosted domestic demand, stimulated consumption, and 

promoted economic growth on a large scale. It has also caused a major expansion in 

long-distance travel trips” (p. 846).  
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Nevertheless, the 1999 regulation was revised in December 2007, cancelling two 

days of the May vacation but also creating three new one-day national holidays: 

Qingming or Tomb Sweeping Day in the beginning of April, the Dragon Boat Festival 

in June and Mid-Autumn Festival in September. The practice of moving days from 

adjacent weekends to a national holiday was institutionalised, making it possible for 

people to enjoy two weeklong holidays (Spring Festival and October) as well as five 

three-day holiday periods (Qingming, May, Dragon Boat, Mid-Autumn and January 

1st). The new regulations thus increased total annual public holidays from ten to 

eleven, while at the same time reducing the number of weeklong holidays to two. 

Furthermore, the 2007 revision introduced paid holidays, entitling employees of all 

types of organizations to paid annual vacations: five days for those working between 

one and five years, ten days for those working between ten and nineteen years and 

fifteen for those working longer. National holidays are not paid holidays. 

 

Whereas the 1999 introduction of the Golden Weeks was motivated by economic 

motives, the 2007 change in policy had both economic and socio-political 

backgrounds. Important economic reasons included diminishing the extended 

disruption of public services with government offices, banks, customs offices, legal 

offices closing down three times a year for a week, which was considered 

detrimental to the economy. Moreover, the Golden Weeks led to travel congestion, 

overcrowding at tourist sites, increasing price levels and declining service quality 

(York & Zhang, 2009; Wu, Xue, Morrison & Leung, 2012), causing many people to 

actually stay at home instead of going out and spending money as a tourist. 

 

Socio-political motives concerned the introduction of paid holidays and promoting 

traditional culture by turning traditional festivals into national holidays (York & 

Zhang, 2009). In the wake of the 2008 global financial crisis, tourism entrepreneurs 

and local governments called for a reinstitution of the May Golden Week in order to 

stimulate economic recovery but this was prohibited by the State Council in March 

2009 (Wu et al., 2012). 

 

In the meantime, people working far away from their hometowns have fewer 

possibilities to visit their families while travel pressure on the two remaining 

weeklong holidays seems to have increased. Domestic tourism during the October 

Golden Week in 2009 has seen a 28.5% increase and again a 27.1% rise in 2010 

(Liu, D., 2011, p. 116), making this period even more congested than before.  

 

 

 

Table 3.6 presents an overview of the growth of domestic tourism in China, 

“domestic” meaning mainland Chinese travelling within mainland China; 

“arrivals” are both same-day visits (those who travel more than ten km and 

spend more than six hours away from their residences) and overnight visits 

(Zhang et al., 2005). Domestic tourists can travel for purposes of “sight-

seeing, vacation, visiting relatives, medical treatment, shopping, attending 

conference, or to engage in economic, cultural, sports and religious 

activities” (China Statistical Yearbook, 2013). As in UNWTO statistics, each 

time of travelling is counted as “one person-time” meaning that frequent 

travellers are counted each time they travel. 
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Table 3.6 Domestic visitor arrivals 1980–2012 (millions) 

Year Domestic arrivals  Year Domestic arrivals 

1985 240 1999 719 

1986 270 2000 744 

1987 290 2001 784 

1988 300 2002 878 

1989 240 2003 870 

1990 280 2004 1,102 

1991 300 2005 1,212 

1992 330 2006 1,394 

1993 410 2007 1,610 

1994 524 2008 1,712 

1995 629 2009 1,902 

1996 640 2010 2,103 

1997 644 2011 2,641 

1998 695 2012 2,957 
Sources: 
1985 – 1993 Zhang, (2003, p. 19) 
1994 – 2012 China Statistical Yearbook (2013)  

 

 

As table 3.6 demonstrates, travelling has become very popular, resulting in 

some 2.9 billion domestic trips in 2012. Domestic tourism is mainly mass 

tourism with tourists visiting the most famous natural and cultural attractions 

and with several problems in the field of service and quality such as the 

phenomenon of the “zero-sum” or “zero-fare” tours (ling-tuan-fei) (Chen, 

Mak & Guo, 2011; Jin, 2011; Liu, D., 2011). To induce people with low 

incomes to travel, many tours were offered at price levels that were too low 

to cover all costs. With the tour operator taking most (or all) of the tour price, 

local service providers had to try and make a living from commissions on 

shopping and entertainment activities while these tours were marketed in 

such a way that customers mostly thought they had bought a full package 

tour. This led to many “surprises” en route such as forced shopping, skipping 

parts of the itinerary, tour guides abusing tourists when not spending enough 

money and reducing service quality in general (Chen et al., 2011; Jin, 2011). 

In the end, tourists on “zero-fare” tours often paid more than they would 

have if they had bought a mid-price package tour. This practice led to many 

incidents, especially in Hong Kong with some being widely publicized such as, 

in May 2010, the case of  

 

the former national team Ping-Pong player, the 65 years old Chen Youming 

[who] visited Hong Kong with his wife. They were forced to go shopping. Mr. 

Chen had an argument with the tour guide, resulting in a heart attack, and 

unfortunately died on the way to the hospital. (Jin, 2011, p. 50; [ ] in original 

text)  
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The tourism law adopted at the end of 2013 put an end to these practices 

but it is too early to determine its effects; without strict enforcement 

unwanted practices will probably be resumed, if under different names or in 

some kind of disguise. 

 

Although the tourist on a tight budget will not disappear anytime soon with 

first-time tourists continually entering the market, many domestic travellers 

are becoming more experienced and starting to look for more quality, tailor-

made products and services. With people from different social classes and 

groups, including the young, the elderly, ethnic minorities (in their traditional 

costumes) and even Tibetan monks engaging in tourism activities, 

segmentation in the domestic market has become necessary.  

 

Outbound tourism  

Although the outbound market was the last to develop and knew a hesitant 

start in the 1980s due to fears of leakage of foreign exchange and of tourists 

overstaying their visa, it took off rapidly from the end of the 1990s; it is now 

difficult to imagine that only some 15 years ago Chinese citizens were hardly 

able to travel outside of the country for leisure purposes. In 2012 China had 

some 83 million outbound travellers and for 2013 these numbers will 

probably amount to somewhere between 95 and 98 million which makes the 

country the number one producer of international tourists worldwide (Arlt, 

2014a). In 2014 this number is expected to increase to more than 110 

outbound travellers (Arlt, 2014b).  

  

According to Xie and Li (2009), the development of outbound tourism can be 

divided into two periods. From 1983 to 1996, outbound travel gradually 

became possible in the form of “visits to friends and relatives” (VFR tourism) 

abroad and as travel to the border regions of neighbouring countries. In 

November 1983, the Guangdong Travel Corporation organized the first tours 

for residents of Guangdong Province to visit friends and relatives in Hong 

Kong. In 1984 the State Council officially approved VFR tourism to Hong 

Kong and Macao; in the following years this was expanded to Singapore, 

Malaysia, Thailand and the Philippines. VFR tourism could only be handled by 

officially appointed travel agencies and the trips had to be paid for by the 

overseas friends and relatives (Xie & Li, 2009). Border area travel first 
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started in Dandong, Liaoning Province, when - in November 1987 - day-trips 

to Sinuiju in North-Korea were allowed. After this, other regions were opened 

up, making cross-border travel possible to neighbouring areas of for example 

the Russian Federation, Mongolia, Laos and Vietnam (Xie & Li, 2009). 

 

The second period began in 1997 when CNTA and the Ministry of Public 

Security announced the “Provisional Regulation on the Management of 

Outbound Travel by Chinese Citizens at their own Expense” (UNWTO, 2008, 

p. 15). This development was the beginning of self-funded outbound tourism 

(Xie & Li, 2009) but did not mean that Chinese citizens were free to travel 

wherever they wanted. Outbound tourism remained (and remains) subject to 

government control through the introduction of the “Approved Destination 

Status” (ADS), annual quota for outbound tourists and a licensing system for 

outbound tour operators (Huang, 2010b; Xie & Li, 2009).  

 

Outbound tourism: controlling policies 

The ADS made outbound leisure travel possible, but under strict conditions: 

travel was only allowed to approved destinations, in group package tours 

with a minimum of five persons accompanied by a Chinese tour leader 

(Mintel, 2009), which could only be handled by outbound tour operators with 

an official license. As tour operators can be fined by the government when a 

tourist overstays his or her visa, they require their clients to pay a deposit 

ranging from 30,000 to 50,000 yuan (UNWTO, 2013b) to ensure they will 

return to China. 

 

The ADS creates a bilateral agreement between the destination and China 

which is sometimes heavily negotiated and in which the government 

considers issues such as: 

 the political and economic relations with the new partner. Tse and 

Hobson (2008) remarked that none of the countries with which Taiwan 

has diplomatic relations holds ADS, illustrating the use of the ADS for 

political purposes, notably the “One-China” stance. Likewise, Huang 

(2010) suggested that in the case of the USA, the ADS policy was not 

only used for touristic purposes but also to mediate China’s foreign trade 

imbalance with the USA. China has been under pressure from various 

countries, notably the USA, to reduce its trade surplus and to increase 
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the value of the yuan. One way to address this situation has been to 

further open up the outbound travel market, which has the effect of 

increasing imports (by spending Chinese money abroad), but without 

reducing exports (Tse & Hobson, 2008);  

 the destination’s visa policy towards Chinese citizens. The very strict visa 

policy of the USA was one of the impediments to becoming an approved 

destination. Visa for official, educational and business purposes are 

excluded from the ADS agreement and are subject to different, often 

more complicated, regulations; 

 the security situation and the availability of adequate tourism 

infrastructure and qualified agents to handle Chinese tour groups; the 

number and names of Chinese agencies that can send tour groups to the 

destination and the number and names of the inbound agencies are 

specified in the agreement (UNWTO, 2008 & 2013).  

 

Several Asian destinations (Hong Kong and Macao in 1983, Thailand in 1988, 

Singapore and Malaysia in 1990) but also Australia and New Zealand (both in 

1999), were early receivers of the ADS, due to their closer economic and 

diplomatic relations with China than for example the USA. The USA only 

became an approved destination in 2007 with Chinese tour groups arriving 

from the middle of 2008. Prior to this, only business, educational and official 

travel to the USA was possible. EU members finalised ADS negotiations in 

April 2004 and received the first Chinese tour groups in September of the 

same year. New EU members without ADS were approved automatically on 

entering the EU. Countries without ADS can receive Chinese visitors, but not 

leisure tour groups and they are not allowed to market their country as a 

destination in China. ADS countries can promote their destinations through 

the media (by inviting journalists to visit and write about their country for 

example), participation in trade and consumer fairs and - in most cases - the 

establishment of a tourist information office.  

 

A major accelerator in the growth of outbound tourism was the introduction 

in 2003 of the “Individual Visit Scheme” (IVS) for Hong Kong and Macao. 

This enabled mainland tourists from designated areas such as the 

Guangdong region, Beijing, Shanghai and various other affluent cities (Ong & 

du Cros, 2011) to visit these two destinations on an individual basis with an 



 
 

Tourism in China: Representing the nation to English speaking tourists, page 145 

easily obtainable permit, which is valid for seven days but can also be used 

for same day visits (Mintel, 2009). Other countries - seeing the huge 

potential of this outbound market - have also simplified their visa procedures, 

for example by considering two persons (Australia and New Zealand) or even 

one (South Africa) a group. Individual visits by business travellers from 

Beijing and Shanghai to Taiwan (which acquired ADS in 2008) became 

possible in January 2011 (“Taiwan to open to individual mainland tourists”, 

2010) while Japan also eased visa requirements that year (“Japan further 

eases visa rules for Chinese tourists”, 2011). In 2014 some 45 countries, 

mostly in Africa and Asia, are expected to introduce visa-on-arrival policies 

with Maldives, Seychelles, Mauritius and Thailand being among the first to 

allow Chinese travellers to arrive with just their valid passports and a return 

flight ticket (Arlt, 2014b; “New visa policies a blessing for Chinese travellers”, 

2014). This is expected to boost the growing outbound travel market, 

although getting a passport is not always easy: in 2013 only 38 million 

people had a passport, a figure which is expected to increase by around 20% 

annually (Mintel, 2013b).  

 

Chan (2009) commented on the emancipatory effects of the individual visit 

scheme, which in Hong Kong is “popularly known as ‘free walk’” (p. 71) and 

goes on to explain that this term holds a double meaning for the mainland 

tourists. It refers not only to the freedom to organize one’s own trip by 

oneself, but also implies   

 
an eventual emancipation from the collectivity of packaged tour groups that 

Chinese tourists have so long been tied to. No longer in “groups”, the “free 

walker” gains the first taste of being an independent and free individual. 

“Free walk” calls for an imagination by the Chinese to shake off age-old 

collectivity, planting Chinese individuality in a new transborder (tourism) 

space which allows them to transgress spatial and ideological boundaries. 

(Chan, 2009, pp. 71-72) 

 

With the growing interest in international travel, the government’s outlook 

on outbound tourism is changing. The early policy of “vigorously developing 

inbound tourism, actively developing domestic tourism, and developing 

outbound tourism in a proper way” (Huang, 2010b, p. 81) gave way to the 

Twelfth Five-Year Plan which prioritised the “comprehensive development of 
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domestic tourism” over the “orderly development of outbound tourism”. In 

2013, the government seems to have moved beyond this with CNTA 

chairman Shao Qiwei publicly pledging government support for outbound 

tourism during a meeting with UNWTO secretary-general Taleb Rifai: “With 

148 countries now included in the list of ‘Approved Destination Status’ (ADS), 

the government, and particularly CNTA, will continue to promote the 

travelling of Chinese people abroad as we believe in the mutual benefits of 

collaboration” (“UNWTO and China strengthen cooperation”, 2013).  

 

Arlt (2013) noticed that although conspicuous consumption became suspect 

since Xi Jinping came to power, outbound tourism has not been blacklisted. 

According to him this exception can partly be credited to the fact that the 

government does not want to antagonize the increasingly self-confident 

urban classes by denying them international travel, even when this leads to 

a trade deficit in tourism. This happened for the first time in 2009 with the 

consumption of Chinese tourists abroad estimated at about 47.3 billion US 

dollars by UNWTO while China’s international tourism income was 39 billon 

US dollars, leading to a deficit of some 8 billion dollars (Zhang, G., 2011).   

 

The increasing numbers of citizens travelling the world has made the 

government realize that their behaviour influences China’s image. Reports of 

“rude behaviour” (spitting, littering, jumping queues, bullying local staff, 

shouting, sloppy bathroom etiquette, smoking in non-smoking areas) by 

tourists not used to travelling prompted the Central Publicity Department of 

the CPC and CNTA in 2006 to issue the “Guidelines to Civilized Tourist 

Behaviour Abroad by Chinese Citizens” and the “Convention on Civilized 

Tourist Behaviour by Chinese Citizens” (Airey & Chong, 2011). These were 

widely publicized in the media with both examples of “bad behaviour” and 

posters and booklets advertising the “right behaviour”. According to Chio 

(2010), these guidelines “were in equal parts an attempt to shape individual 

behaviors and a projection of moral values for a mainstream, Chinese leisure 

class that would represent all of China to the world through its mobility as 

tourists” (p. 15).  

As mentioned above, the October 2013 law calls for “civilized tourist 

behaviour” (article 13); it forbids outbound tourists to overstay their visa and 

warns those on a group tour not to separate from the group without 
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permission (article 16). The government also published an up-dated 64 page 

“Guidelines on Civilized Travel Abroad” to coincide with the October 2013 

Golden Week. Earlier that year the Central Guidance Commission for Building 

Spiritual Civilisation and CNTA had issued a joint call for citizens travelling 

abroad to behave after a 13-year-old boy from Nanjing wrote his name on 

the 500-year-old Luxor Temple in Egypt (Boehler, 2013; “Mind your 

manners”, 2013).  

The guidelines contain a mixture of very practical and common-sense advice 

as well as - sometimes rather curious - suggestions for improving cross 

cultural awareness. They admonish the outbound traveller not to spit or 

throw rubbish on the streets or shout in public areas, not to occupy public 

toilets for too long, not to forget to flush them and not to leave footprints on 

toilet seats (indicating that some tourists are more used to squat toilets), 

and not to pick one’s nose and teeth in public. Other unwanted behaviours 

include touching or drawing graffiti on heritage monuments, demanding pork 

in Muslim countries, slurping noodles noisily, overstuffing one’s plate with 

food at buffets and coercing locals to take one’s picture. “Do’s” are, for 

example, using the shower curtain in a hotel, keeping quiet when waiting to 

board a plane, switching off mobile phones during a flight and leaving 

lifejackets on board.  

 

The guidelines also address behaviour for specific countries. In Thailand it is 

better not to discuss the royal family; in Spain, a woman should always wear 

earrings in public (if not, she would be considered effectively “naked”); in 

Germany one should only snap one’s fingers to beckon dogs, not humans; in 

France one should not bring yellow flowers if invited to a home; in India one 

should not touch people with one’s left hand and while in Africa, Africans 

should not be referred to as “negroes” (Branigan, 2013; Johanson, 2013; 

Kao & Ng; 2013; “Mind your manners”, 2013). 

 

Such guidelines do not stand on their own, but are part of recurring 

campaigns to try and civilize the population, an issue also discussed in the 

next chapter. Since Xi Jingping became president in 2013, campaigns to curb 

corruption and improve the behaviour of Communist Party cadres have been 

intensified. Denyer (2014) noted a campaign in Sichuan Province where 

cadres were told to “never smoke or pick your teeth in public” as well as 
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refrain from “throwing trash from car windows, parking illegally, getting 

other people to ghostwrite documents and making empty promises to the 

masses”. Denyer (2014) quoted a sociologist who saw such unwanted cadre 

behaviour as having roots in the Cultural Revolution when class struggle and 

being uneducated were more important than being civilized. 

 

Outbound tourism: the consumers 

While the procedures to embark on outbound tourism have become easier 

over time, it ultimately was the increase in disposable income and leisure 

time, supported by a strong yuan, that made Chinese citizens go out and 

discover the world. In twelve years’ time, the number of outbound travellers 

increased nearly 700% as table 3.7 demonstrates. 

 

  

Table 3.7 Outbound travel from China 2001-2009 (millions) 

 

Year Outbound trips 

2001 12.1 

2002 16.6 

2003 20.2 

2004 28.9 

2005 31.0 

2006 34.5 

2007 40.9 

2008 45.8 

2009 47.7 

2010 57.4 

2011 70.3 

2012 83.2 

Sources: 
2001 – 2007 Mintel (2009, based on UNWTO and CNTA) 

2008 – 2012 China Statistical Yearbook (2013) 

 

 

In 2012, 83.2 million Chinese travelled abroad, which is a huge number but 

at the same just over 6% of the entire population - amounting to some 

1,354,040,000 people in 2012 (China Statistical Yearbook, 2013) - indicating 

the enormous potential of this market in the near future. This percentage 

might even be lower, since again here 83.2 million outbound trips do not 

necessarily represent 83.2 million different individuals travelling. Li, Harrill, 

Uysal, Burnett and Zhan (2010) emphasized that because of this, the actual 

demand for outbound tourism may be substantially lower than the numbers 

quoted in the various statistics. The China Statistical Yearbook also counts 

Hong Kong and Macao as foreign destinations - an issue open to discussion - 

which are by far the most visited places due to their close proximity and the 
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IVF scheme as table 3.8, which presents an overview of the 15 most popular 

outbound destinations in 2011, shows. Table 3.8 is based on Chinese data 

supplied to UNWTO and reports the first port of call of outbound citizens, 

which is not necessarily their final destination. Statistics on numbers of 

Chinese arrivals are also available from destination countries but here the 

catch is that a single departure can result in arrivals in more than one 

destination country. At the same time, the destinations report their figures 

according to different methodologies as discussed above, making them 

possibly even more difficult to compare than the Chinese figures presented 

below.  

 

Table 3.8 Outbound tourism, departures from China by destination (by first 

stop) (x 1000) 

  

Destination 2000  2008 2009 2010 2011 

Hong Kong 4,142  17,557  18,666 23,099 28,321 

Macao 1,644  15,522 15,128 16,112 19,765 

South Korea 401  1,374  1,474 1,969 2,368 

Taiwan 86  279 986 1,662 1,845 

Malaysia 87  623  609 1,034 1,738 

Japan 596  1,557  1,553 1,969 1,628 

Thailand 707  624 622 1,015 1,523 

USA 395  775   824 1,078 1,360 

Vietnam -  1,459 1,343 1,211 1,141 

Singapore 263  713  668 826 1,004 

Russian 
Federation 

606  790 684 711 810 

Australia 127  413 452 545 652 

Indonesia 20  248 329 469 579 

United Kingdom 61  234 257 312 376 

Canada 100  230 245 306 370 

Source: UNWTO (2013), based on China National Tourism Administration (CNTA). 
 
 

After Hong Kong and Macao, South Korea is the most popular place to go. 

Tourists come here to shop but also visit locations where famous Korean TV 

series, aired in China, have been shot such as Daejanggeum (the Great 

Jang-geum)25 - the Daejanggeum theme park being one of the most popular 

film-tourism destinations in South Korea (Kim, 2012) - and Gyeoul Yeonga 

(Winter Sonata)26. Visitors can look around but also re-enact their favourite 

scenes against backgrounds familiar from television.  

Malaysia and Japan - which also had its share of film tourism with a 

                                                      
25 The TV series Daejanggeum was aired in Korea in 2003 and 2004 and deals with the historical Jang-
geum, who was the first and only woman to serve as head physician to the king in the hierarchical and 
male-dominated social structure of the Joseon dynasty (1392 - 1910) (Korea Tourism Organization, n.d.a).  
 
26 Gyeoul Yeonga was first released in South Korea in 2002 and is basically a love story (Korea Tourism 
Organization, n.d.b). 
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blockbuster hit in China entitled If you are the one, part I (2008) and II 

(2010) attracting many visitors to Hokkaido where part of the film was shot 

(G. Zhang, 2011) - have also become popular destinations in recent years. 

Australia has benefited from early ADS status, giving the country an 

advantage on the Chinese market, but is now facing competition from other 

Western countries, notably the USA. Here the ADS, coming into force in 2008, 

had the immediate effect of making the USA the most popular Western 

destination. “Its status as a major global economy as well as its 

advancement in terms of entertainment, science, art and technology is a 

major pull for business, students, and general visitors (from China) seeking 

to absorb the culture” (Mintel, 2009, p. 10).  

 

Many Chinese tourists would like to visit Europe and most countries here 

have held ADS for a number of years, but trips are expensive compared to 

other destinations, accounting for the comparatively low number of visitors 

here. Based on a survey by CTrip, UNWTO (2013) reported Chinese tourists 

to Europe spending on average between US$ 1,200 and US$ 4,000. “By way 

of comparison, Ctrip says, the majority of travellers to Australia spend 

between US$ 1,200 and US$ 2,500, and a trip to South-East Asia would cost 

at most US$ 400-600” (p. 47), making international tourism - and especially 

Europe - still beyond the reach of most citizens. 

 

Those that visit Europe for the first time do so mostly in tour groups with 

heavy schedules, taking in as many countries as possible in a short time 

span (Aramberri & Liang, 2012; Osnos, 2011; UNWTO, 2013b). In an 

analysis of Chinese travel magazines published between 2003 and 2005 

(which is not very recent, but, on the other hand, stereotypes once 

established do not change very quickly), Aramberri and Liang (2012) 

discovered that Europe is not portrayed as a continent whose ancient or 

modern heritage are must-sees. With Chinese culture being older and 

Europe’s modern architecture - modern architecture and technological 

achievements being the Chinese “measuring rod for modernity” (Aramberri & 

Liang, 2012, p. 294) - no match for Shanghai’s or Beijing’s, Europe’s 

attraction is mainly that it is “a topmost space for consumption and leisure 

that contrasts with life at home” (Aramberri & Liang, 2012, p. 294). After 

visiting some iconic and/or stereotypical sites, mostly inspired by popular 
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culture (such as the places where Napoleon lived, the Da Vinci Code is 

situated or the red light district in Amsterdam), it is time for the tourists to 

enjoy the - idealised - European urban lifestyle of wining, dining, 

entertainment and shopping for top quality brands. It seems that perceiving 

the world through stereotypes is not just a prerogative of Western tourists: 

Chinese tourists looking at Europe “gaze at the continent through 

mechanisms that closely resemble those of Western mass tourists in faraway 

destinations” (Aramberri & Liang, 2012, p. 299). 

 

The 2012 UNWTO publication Understanding Chinese Outbound Tourism. 

What the Chinese blogosphere is saying about Europe (UNWTO, 2012b), 

confirmed the attraction of sites connected to iconic persons (such as Bonn, 

Beethoven’s birthplace, Salzburg as Mozart’s home town or Trier as the 

birthplace of Karl Marx) and popular culture. “At the Spanish Square (Piazza 

di Spagna) in Rome, for example, Chinese tourists can often be seen eating 

ice cream, recreating a scene from the movie Roman Holiday” (UNWTO, 

2012b, p. 25). Another popular destination is “Provence, France, . . . 

popularized by the Taiwanese TV series Lavender” while “the movie Amélie 

made a whole generation of young Chinese fall in love with Paris” (UNWTO, 

2012b, p. 26). In Prague, “Chinese tourists visit Zlata Ulicka, the Golden 

Lane, where Franz Kafka lived. In Barcelona, they go to Camp Nou, the 

stadium where they have watched FC Barcelona play on TV” (UNWTO, 2012b, 

p. 26). Nevertheless, heritage sites (the Louvre, the University of Cambridge, 

the Eiffel Tower, the Kremlin, the Berlin Wall, the Acropolis, the British 

Museum et cetera) are also visited. 

 

European cities are perceived as quiet and clean; the European sky is blue 

and the environment and historical monuments are well taken care of. 

On the negative side, Europe is considered expensive, the service level 

inadequate and the food bad (UNWTO, 2012b) while inexperienced Chinese 

tourists are favourite targets of pickpockets and for being ripped off.  

  

In Europe, tour groups are usually received by local Chinese agencies who 

handle transport and arrange sightseeing tours with Chinese tour guides 

offering interpretation and Chinese restaurants catering to their food needs, 
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so that many tourists, in the words of Nyíri (2010), “encounter foreign 

countries exclusively through the eyes of local Chinese” (pp. 70-71).  

Even so, some of the most common problems encountered by tourists 

abroad are a lack of tea and hot drinking water, not enough Chinese food 

(with Western food often being criticized as too sweet, or with too many cold 

and uncooked dishes) and a lack of the amenities which Chinese hotels 

usually provide, such as toothpaste and brushes, slippers, combs, shampoo 

and soap (Li, X. et al., 2011; Osnos, 2011).  

 

The outbound market is not only eagerly eyed for the numbers of people 

travelling, but also because the Chinese are considered big spenders. The 

country became the largest spender in international tourism globally in 2012, 

with Chinese travellers spending US$ 102 billion against US tourists 

US$ 83.7 billion and Germans US$ 83.8 billion (UNWTO, 2013b). After trying 

to find the lowest possible package price for their trip abroad and 

economizing on food en route, most of them spend a substantial amount on 

shopping (UNWTO, 2013b). Xie and Li (2009) quoted a study on Chinese 

tourists’ behaviour in Switzerland, which reported them spending as much 

per person as three German or four Dutch tourists. Osnos (2011) claimed 

that “on average, a Chinese tourist buys more than a thousand dollars’ worth 

of tax-free stuff abroad - more luxury bags, watches, and designer clothes 

than any other nationality, including the Japanese” while Xu and McGehee 

(2012) mentioned 500 dollar per person as an average shopping budget. In 

general, Chinese tourists like buying familiar famous brands (UNWTO, 2010a; 

Li, Lai, Harrill, Kline & Wang, 2011; Xu & McGehee, 2012) while remaining 

price conscious, meaning that they are keen on discounts, gifts and sales.  

 

Most people buy items not just for themselves as bringing back gifts for 

family and friends is a social obligation (X. Li et al., 2011). Xu and McGehee 

(2012) noted that since not everybody has a chance to travel to the USA, 

“presenting a gift and souvenir from the destination (perceived as an 

advanced country by many Chinese) to relatives, friends or colleagues may 

be very welcomed and can strengthen social and family ties” (p. 428). 

 

In their study on the shopping behaviour of Chinese tourists in the USA, Xu 

and McGehee (2012) found, similar to Osnos (2011), that favourite 

purchases included branded clothes, handbags, running shoes, cosmetics 



 
 

Tourism in China: Representing the nation to English speaking tourists, page 153 

and vitamins. Branded items are not only perfect for gift-giving but - since 

they are associated with status and prestige - also ideal for personal use. 

Although many of these products are made in China, the tourists mentioned 

as reasons for buying them in the USA that many designs are not available in 

the domestic market, quality of exported goods is often higher and here they 

were sure of buying “the real thing” and no fake brands. Also prices are 

sometimes lower, as one informant noticed: “for middle-ranged products 

such as Polo T-shirts and cosmetics, the prices here are about 10-30% lower 

than in China” (Xu & McGehee, 2012, p. 429). The same applies to Europe, 

where luxury stores are not only sure to sell you “the real thing” but are 

considered attractions themselves (UNWTO, 2012b).  

 

The majority of people traveling abroad are between 25 and 44 (with 35% of 

outbound tourists in the 25-34 years category and 29% in the 35-44 age 

range [UNWTO, 2013b]). The over-45’s currently constitute a mere 15% but 

account for a higher proportion of long-haul travel, especially to Europe and 

Australia. This group is also expected to grow in the future as the Chinese 

population ages.  

 

Most of the outbound tourists are urban based, well educated, and in their 

prime earning years (Tse & Hobson, 2008). International travel is, however, 

no longer limited to the urban top layers: “schoolteachers and lower ranking 

rural officers can also afford the occasional Xin-Ma-Tai (Singapore, Malaysia, 

Thailand) trip” (Nyíri, 2010, pp. 70-71). Travel abroad has become an 

important option for relaxation made possible by economic growth, rising 

disposable income but also a changing perception on spending money on 

tourism as a way to enjoy life. 

 

Outbound tourism: trends 

Outbound tourism is currently mainly comprised of low and mid-price group 

tours and will remain so in the near future since new tourists (who - not 

having many opportunities for travel - usually prefer multiple destination 

package tours for their first outbound trip) will keep entering the market. Arlt 

(2013) sees “a queue of at least 150 million Chinese people waiting for their 

turn to join travel groups for shopping in Seoul and photo opportunities in 

front of the Eiffel Tower” (p. 130). 
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Nevertheless, there is a growing group of seasoned travellers looking for 

experiences outside of the standard package tours. According to Arlt (2013), 

this could soon amount to 30–40% of the market. These tourists are 

interested in more in-depth, single destination tours, making quality, 

personalized and “unique” travel products more important (Xie & Li, 2009; 

UNWTO 2010; Mintel, 2013b). They want to get away from the pressures of 

everyday life and are moving “away from passive consumption to active 

experiences . . .” (Arlt, 2013, p. 132). Hiking in Tibet or Nepal, backpacking 

in Norway, or visiting the smaller cities in Europe - which contrast sharply 

with the polluted, hectic megacities at home - such as Bergen (Norway); 

Gruyère (Switzerland); Heidelberg (Germany); Rovaniemi (Finland) or 

Windsor and York in the United Kingdom are the new things to do (UNWTO, 

2012b). “To gain prestige, a trip to Phuket or to Paris is not enough anymore 

among more experienced travellers” (Arlt, 2014a). 

 

Earlier findings of Sparks and Pan (2009) suggested that the younger 

generation (under 35) is more adventurous and would like more autonomy 

when taking a tour abroad, while the number of backpackers - described in 

more detail below - is also on the rise. The new tourism law might be a 

facilitator of this market since in the first months after it came into effect it 

caused tour operators to raise their prices, spurring more Chinese who hope 

to travel on a modest budget to arrange their own journeys via the Internet 

(“Tourism law forces agencies”, 2013). 

  

The growing sophistication of outbound tourists is also leading to stronger 

demands for a better understanding of what Chinese travellers expect and 

for fair treatment. European visa procedures for individual tourists are often 

thought to be unreasonable, requiring a range of documents such as proof of 

deposit from the bank, confirmations of insurance, hotel and flight 

reservations, one’s hukou and sometimes permission to take leave from 

work. Independent tourists also need to go for an interview at the embassy 

or consular office where they often meet with suspicion and arrogance, 

something which is becoming increasingly hard to take for citizens of the 

second largest economy in the world (UNWTO, 2012b, 2013). 
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“Donkey travel” – backpacking in China 

 

Although the group tour will remain the main travelling mode for the time being, an 

increasing number of independent tourists prefer to organise their own trip. Within 

this landscape, the backpacker (beibaoke) has also made an appearance. Mainly 

belonging to the balinghou (post-80s) and jiulinghou (post-90s) generations, 

together called the Chinese “Generation Y” (Ong & du Cros, 2012), Lim (2009) 

describes backpackers as 

 
. . . highly educated, largely urban-based, upwardly mobile professional adults who  
are among the chief beneficiaries of China’s recent socio-economic development.  
Known as “donkeys” (lüzi) or “donkey friends” (lüyou), these mainly engage in cultural  
and adventure tourism within in the country. (p. 293) 

 

Lim (2009) explains the name “donkey” as follows: 

 
“Donkey” in Mandarin Chinese is lü, which sounds similar to the word for “travel”.  

Since independent travellers often carry huge haversacks, much like donkeys carrying 
loads, backpackers in China have come to be known as “donkeys”. The phrase “to go  
traveling” can also be rendered playfully as ‘donkey travel’. Backpackers refer to each  
other affectionately as “donkey friends” (lüyou), with the more experienced among  
them known as the “old donkeys” or “head donkeys” (laolü, toulü). (p. 297) 

 

Backpackers mainly engage in domestic tourism or visit Hong Kong and Macao (Lim 

2009; Ong & du Cros, 2012) since obtaining an individual visa for other destinations 

is still difficult although this is changing as noted above. Such travel restrictions 

seem contradictory to the spirit of (Western) backpacking in which freely crossing 

borders and seeing different countries are quintessential experiences. 

 

Chinese backpacking also has some other distinctive characteristics. First of all, it is 

primarily an Internet based phenomenon, where the online activities (posting notices 

to find companions for trips, reports on travel experiences and photos from 

journeys) and the actual trips are equally important and together constitute the total 

backpacking experience (Lim, 2009; Ong & du Cros, 2012). Backpacking forums 

became popular from the late 1990s (Lim, 2009; Nyíri, 2010; Ong & du Cros, 2012) 

and, contrary to the state-backed development of group tourism, backpacking can 

largely be credited to “the voluntary efforts of individuals who shared a common 

passion for a particular form of travel and lifestyle” (Lim, 2009, p. 295).  

One of the earliest backpacking websites was Green Wilderness (Lüye), set up in 

1998 and soon followed by many other popular sites such as The Mill (Mofang) in 

2000. 

 

Other features of “backpacking with Chinese characteristics” are that it is usually “a 

highly planned group activity” (Nyíri, 2010, p. 75), with - as argued above - a 

specific language and core values such as freedom, equality and altruism (Lim, 

2009). These are interpreted in different ways than would be expected from a 

Western perspective. “Freedom” is basically the freedom to organize one’s own trip 

and itinerary. “Altruism” on the Green Wilderness site implies that all tasks are 

undertaken voluntarily by the members (Lim, 2009) and “equality” is interpreted as 

activities and discussions being open to everyone and costs, responsibilities and 

obligations shared on an equal basis (Lim, 2009).  

 

However, most backpacking activities have a distinct leader, the “head donkey” 

(usually a man), who is in charge of, according to Lim (2009), things like “bargaining 

with guesthouse owners over the price of food and accommodation, leading 

discussions, resolving disputes among members, and allocating tasks and 

responsibilities” (p. 300). These are conducted according to typical (Chinese) gender 

roles with the men engaging in physically strenuous activities, carrying the heavy 
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gear and expected to be assertive and adventurous, and the women carrying the 

lighter food and medical supplies, doing the cooking and generally expected to be 

more submissive and gentle (Lim, 2009; Ong & du Cros, 2012). These gender 

specific roles can also be detected in on-line discussions where men are referred to 

as “older brother” (gege, abbreviated to GG) and women as “younger sister” 

(meimei or MM) (Lim, 2009). The possibility of being exposed on-line by other 

travellers for misbehaviour during a trip puts strong pressure on participants to 

conform to the backpacking codes (Lim, 2009; Ong & du Cros, 2012). 

 

Nyíri (2010) stated that the Chinese backpacker discourse “lacks the subversiveness 

that is a central element of its Western counterpart” (p. 76) and that “while Chinese 

backpacking valorizes authentic experiences, it is not concerned with the 

‘authenticity’ of art or architecture in the same way as Western tourist discourse is” 

(p. 75). This was also found by Ong and du Cros (2012), who portrayed mainland 

backpackers in Macao as more focused on a rather superficial appreciation of the 

sights “with emphasis being made on film sites, nostalgia and the aesthetics” (p. 

750) and less on the colonial past or “a deep or authentic experience of Macau’s 

culture” (p. 750).  

 

Sheperd (2009) reported backpackers to Tibet, a popular backpacking destination, 

as not really interested in religion or Tibetan culture, but looking for the exotic, the 

magical and mysterious – or something different from everyday life, because “seeing 

differences is cool” (backpacker, cited in Sheperd, 2009, p. 262). With this mind set, 

the backpackers “remain participants in the broader state tourism project” (p. 263) 

which seeks to exoticize and depoliticize the ethnic minorities in the country.  
 

While affirming the non-political nature and values-oriented content of the travel 

forums, Lim (2009) gave backpacking a little more credit:  

 
As a nation-wide movement, held together by decentralized, independent but 
interconnected websites, the Chinese backpacking community has the potential of  

undermining the organized, up-market tourism favored by the Chinese authorities and 

also of becoming a significant cultural force in China’s rapidly growing civil society. (p. 
293)   

 

All these authors painted a vivid picture of backpacking and although several 

features such as not being political or valuing independent travel as “freedom” can 

easily be understood in the Chinese context, it is the study of Ong and du Cros that 

sheds a somewhat different light on the backpacker. They saw the backpacking 

communities as fulfilling a need for peer-affirmation among generations that have 

grown up as the only child in the family and therefore experience “a degree of 

isolation from peers” (p. 748). Backpacking, as they observed during their research 

of The Mill, seems “to serve as an outlet for socialisation and close friendships and 

budding romances appear to be on the cards on these trips” (p. 748). Where the 

post-Mao generations are often depicted in the media as self-centred, materialistic 

couch potatoes, Ong and du Cros (2012) found that also for generation Y “peer-

affirmation is important and . . . [that] it is built on maintaining and developing 

friendships and communities, both virtually and through lived travel experiences” (p. 

750).  

 


