INTRODUCTION
This chapter provides a background of this study. It gives an outline of the main issues on the growth trends of tourism industry in China, development of hotel industry in China and the importance of service quality in China’s hotel industry. The aim and five objectives of this research are detailed in the following sections.

1.1 THE IMPORTANCE OF SERVICE QUALITY
Antony and Ghosh (2004) highlighted that service quality is a growing concern for many service firms. Today, service firms paying more attention than ever to the needs and expectations of the customers by consistently improving the quality of service provided to their customers. Further argument on this, in this competitive world economic power has shifted from the producers and suppliers of goods and services to the consumer. The suppliers need to meet their customer’s needs and wants. If firms have not done as good job as their competitors have in satisfying their customers. In essence, when a firm is in a weak or declining marketing position, customers could use their economic power and damage the firm. Therefore, the importance of the service quality is becoming an important issue for the development of a firm.

Service quality is linked to customer satisfaction and loyalty. Heskett (1994) considered customer satisfaction and loyalty as behaviour for increasing the profits and growth of a business. In recent years, a growing number of studies have focused on customer satisfaction in the service industry (Heung, 2000). For example, Swan and Combs (1976) were among the first to argue that satisfaction is associated with performance that fulfils expectations, while dissatisfaction occurs when performance falls below expectations. The common reason for studying customer satisfaction is the profitability that is generally believed to be brought by customer satisfaction (Barsky and Labagh, 1992; Gundersen et al., 1996; Lam et al., 1996). The key benefits brought by customer satisfaction are repeat purchases, favorable word-of-mouth publicity, reduced customers' price elasticity, and increased loyalty (Fornell, 1992). Customer satisfaction is a result of comparison of the service performance with expectation (Barsky, 1992; Hill, 1986; Oliver, 1980). This comparison between pre-use expectations and post-use perception has been shown to be a predictor of satisfaction in some situations (Oliver, 1980). Customer satisfaction is therefore defined as post-purchase evaluative judgment concerning a specific product or service (Fornell, 1992; Gundersen et al., 1996). Therefore, increased competition within many industries has led to increased attention on customer service in order to satisfy their customers.
Kandampully (2000) revealed that service quality is crucial to the success of any service organization. On the customer’s side, as the customers participate in the production and consumption of service, they interact closely with various aspect of the organization. Customers will assess service quality by comparing the service they get with the service they desire. Hence, service quality plays a crucial role in adding value to the overall service experience. Since superior quality is one of the crucial factors within the control of the hospitality service provider, Lee, Barker, and Kandampully (2003) suggested that enhancing the quality of service at all level of service delivery has therefore become mandatory for organizational survival. This is also applicable to the hospitality industry. To survive, the hospitality industry has to establish proper service standards to meet its customers' needs and expectations. Further on this, Teare (1995) contend that quality and consistency of service are increasingly viewed as a foundation for competitive strategy, especially in the budget or economy hotel sector. It also emphasizes that with increasing competition, the key to a hotel's survival is its ability to cater hotel services to the changing needs and life styles of ever-demanding customers. Such needs include greater access to amenities, comfortable rooms, fast check-in/check-out, courteous treatment, and reasonable price. Commitment to service excellence, however, cannot be translated into a competitive advantage, unless management develops a reliable service standard which can be a basis for continuous service improvement (Teare, 1995). On the other hand, keeping customers satisfied with excellent product and service perhaps the consumer will share their satisfied experiences with their friends or families. This snowball trend will benefit the future business of a firm.

1.2 GROWTH TRENDS OF TOURISM INDUSTRY IN CHINA

It has been 27 years since China opened its door to international tourism in 1978. Until 2002, China's international tourism experienced tremendous growth (Gu, 2003). According to the National Tourism Administration of the People's Republic of China (NTAPRC, 2001), in 1978, China played host to 716,000 international tourists, and tourism receipts totalled US$263 million. As reported by United Morning News (2002), in 2001, China welcomed 33.2 million tourists who brought in US$17.8 billion. China is emerging as a major player in today's international tourism arena, ranking fifth in the world in terms of both tourist arrivals and tourism receipts in 2001 (Gu, 2003).
Pine and Qi (2004) outlines that with the opening of more attractions for sightseeing and the increase of inbound business travellers, China's tourism industry has experienced continuous growth since the early 1980s. It further refers that China's own increasingly affluent population is also travelling more and more within the country, adding to the need for additional hotels. Affluence has resulted from continual average annual economic growth in China of 9.8 per cent between 1979 and 1997 (State Statistics Bureau, 1998). 
Continuously, in 2001 China had 33 million (including international and domestic) tourist arrivals spending US$17.8 billion (CNTA, 2002). The stock of hotels in 2000 stood at 10,481, with a total of 948,185 rooms (CNTA, 2001). Moreover, 2004 was a year of recovery for China’s travel and tourism industry, in particular，the accommodation industry began to comeback from the SARS crisis, with value sales increasing by almost 9% in current terms. A proportion of delayed trips were resumed, which almost made up for the loss in the second quarter of 2003. In volume terms, travel accommodation grew by 7% in 2004 over the previous year (GMID, 2005). Under this circumstance, Pine (2002) continuously pointed that the need for China's stock of hotels is to expand and upgrade very significantly to serve its potentially massive market in line with the expected growth of international arrivals, plus increasing domestic tourist demand.
1.3 DEVELOPMENT OF THE HOTEL INDUSTRY IN CHINA

According to Pine and Qi (2004, p.1), by the year 2020 China will become the world's number one tourist destination, with annual arrivals of 130 million. This is quite an incredible statistic when one remembers that China's international tourism industry only started in 1979 as a result of the “Open Door Policy”. Hotel development was therefore considered as a very important part of China’s tourism development, and it was given priority for development in the Sixth Five-Year Plan (1981-1985) for China’s Economic and Social Development (Yu, 1992). As a result, great effort has been put into hotel construction and renovation in the last 12 years.
With the opening of more attractions for sightseeing and the increase of inbound business travelers, China's tourism industry has experienced continuous growth since the early 1980s, while the hotel supply was far below the tourists' demand (Pine, Zhang and Qi, 2000). In order to solve the problem of shortage of accommodation facilities in China, He (1992) indicated that both the government and the industry endeavored to increase room stocks by all available means. From 1986 to 1991 a total of RMB6 billion (approximately US$1.25 at 1990 exchange rates) was invested into the development of hotel industry by the government. At the same time, more encouraging and favorable policies were adopted to attract more capital investment in the hotel and tourism industry from any possible source, which means the state, collectives, private, local, and foreign capital were all encouraged to invest in the travel industry (He, 1992). From then on hotel investment became more diversified than ever. From 1978 to 1997, hotels in China increased from merely 203 to 5,201, maintaining an annual increase of 18.61 per cent, which may be one of the fastest growing hotel industries in the world in the same period. 
1.4 THE SCOPE OF THE STUDY

Geographically, this study is concentrated on the development and operation of the hotel market in Northeast China’s Liaoning province. In particular, the city of Dalian is on the southern tip of Liaodong Peninsula. It is a leading sightseeing, recuperating and holidaymaking destination of Liaoning province. Dalian, known as a Pearl of Northeast China, has long been the pioneer of and a window to Northeast China's opening up drive (Zhang, 2005). The annual Dalian International Fashion Festival is one of the most influential international theme events in China. For the past decade, the festival has been attracting the world's top fashion designers, businessmen and models to Dalian. Therefore, these advantages provide Dalian hotel industry great potential opportunities of development. 
1. 5 THE AIM OF THE STUDY
This study will aim to analyze the perceptions of service quality in China’s hotel industry, from the perspective of both tourists and hotel managers. 

OBJECTIVE: 
· To evaluate the current challenge and development of tourism and hospitality industry in China
· To analyze the current expectations and perceptions held by hotel managers in China with respect to quality of hotel service and products provided
· To analyze the current expectations and perceptions held by tourists with respect to quality of hotel service and products provided
· To identify any gap between the perceptions of tourists and hotel managers, with respect to the quality of hotel service and products provided
· To recommend and evaluate the ways to improve service quality in China local hotel industry

LITERATURE  REVIEW

-The Theoretical Overview: Service Quality Within The Chinese Hotel Industry: Contemporary Issues and Challenges

This chapter will consider the available literature in service quality aspect. It will include concept of service, service quality model, evaluation of service quality, customer satisfaction and loyalty, differentiating through customer service and managerial behaviour.  

2.1 THE CONCEPT OF SERVICE
Kandampully (2000) states that for the last two decades, economies have experienced an extensive social and economic transformation globally. One of the most significant of these changes is the increased rate of spending on services. Service industries are leading the economy. 

Services are generally described in terms of four unique characteristics, namely intangibility, inseparability, heterogeneity, and perishability. Intangibility can be defined as something that cannot be touched, seen, tasted, heard, or felt in the same manner in which goods can be sensed (Groth and Dye, 2000). It has been said that intangibility is the single most important difference between products and services (Santos, 2002). Due to the intangibility characteristic of services, the firm may find it hard to understand how consumers perceive their service and evaluate service quality (Parasuraman, Zeithaml, and Berry, 1985).

Ghobadian, Speller, and Jones (1994) stated that services possess the inseparability characteristic since the service provider usually creates or performs the service at the same time as the full or partial consumption of the service take place. The conversion is highly visible and it is not possible for the service provider to hide any mistake or quality shortfall. Furthermore, the involvement of the customer in the delivery process introduces an additional factor, which causes the service providers to have little or no direct control over the service experience (Ghobadian, Speller, and Jones, 1994). With this condition, the consumer’s input becomes vital to the quality of service performance (Parasuraman, Zeithaml, and Berry, 1985).

There are high degrees of variability in the performance of services. Services are difficult to standardize, in contrast to manufactured goods. The quality of a service can vary from producer to producer, from customer to customer, and from day to day (O’Brien and Deans, 1996). Service providers have to rely heavily on the ability of their staff to

understand the requirements of the customer and react in an appropriate manner (Ghobadian, Speller, and Jones,1994).

Perishability is a characteristic of services that prevents them from being stored, warehoused, or inventoried (Lamb, Hair, and McDaneil, 2000). Unlike manufactured goods, it is impossible to have a final check on

quality. It needs to be done right at the first time (Ghobadian, Speller, and Jones, 1994).

                          Intangible

                           

Lack of                                            Perishability
Ownership   

                        Service product          


Inseparability                                      Heterogeneity

Figure 2.1 Characteristics of Service Markets

Source: (Brassington & Pettitt, 2003)

The above characteristics are given the big challenge to the hotel service provider but the research concludes that intangibility is possible the most important characteristic of the quality of service. Santos (2002) indicates that intangibility is the single most important difference between products and services. However, due to the intangibility characteristic of service, Parasuraman, Zeithaml and Berry (1985) argue that service provider may find it hard to understand how consumers perceive their service and evaluate service quality. 
2.2 THE SERVICE QUALITY MODEL
Parasuraman, Zeithaml and Berry (1985) have developed the extensive research on the service quality model. According to Tsang and Qu (2000), this was derived from the importance and direction of five gaps. It postulated that a customer perceived quality of service, in other words the difference between the expected and perceived service, is influenced by shortfalls within organizational systems. The five “gap” model takes into consideration both customer expectations and organizational processes which can affect customer satisfaction, which are: 

1 Understanding: the difference between consumer expectations and management perceptions of consumer expectations.

2 Service standards: the difference between management perceptions of consumer expectations and service quality specifications.

3 Service performance: the difference between service quality specifications and the service actually delivered.

4 Communications: the difference between service delivery and what is communicated about the service to consumers.

5 Service quality: the difference between customer expectations of service quality and customer perceptions of the organization’s performance.

       (Sources adopted from Parasuraman, Zeithaml and Berry, 1985)
Zeithaml and Bitner (2003) stated that in order to manage service quality, it is important to manage the gaps between expectations and perceptions on the part of management, employers and customers. The most important gap (Gap 5) is that between customer’s expectations of service and their perceptions of the service actually delivered. Hence by referring to the gap model, it states that a service marketer must close to the customer gap (Gap 5). In order to do so, the service provider must close the four other gaps (Gap 1, 2, 3, and 4) within the organization that inhibit delivery of quality service. Serious action must be taken because how customers perceive the level of service performance that meet their expectations will reflect on the quality of service provided by the organization. The following diagram will illustrate how those five gaps link each other. 
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Gap Model of Service Quality (Zeithaml and Bitzer, 2003).
In details, the first four gaps affect the way in which service is delivered, and the existence of these four gaps leads to the extent of Gap 5. In other words, the extent of Gap 5 depends on the size and direction of the first four gaps. However，Gap 2， Gap 3 and Gap 4 are not relevant to the research scope of the present study. Measurement of the Gap 5 between consumers’ expectations and their perceptions of service quality delivery may provide management with important insights about how well actual service performance compared with the expectations of the consumers. Therefore, study of Gap 5 is an extremely useful tool for management in monitoring the service delivery in China’s hotel industry. Thus it was important to test tourist perceptions to see whether service quality provided by the hotel industry in China was meeting, exceeding or falling below tourist expectations. 

In terms of hotel industry in China, Gap 1 is a critical question: “Do Chinese managers understand what tourists expect from service quality in the hotel industry in China?”  Management perceptions about what customers expect from service quality is suggested to be ideally agreeing with the expectations expressed by customers. As Tsang and Qu (2000) argued, most senior management executives have the authority and responsibility for setting service priorities and for designing and developing service quality standards, so if they do not fully understand what customers expect they might trigger a chain of bad decisions, resulting in poor perceived service quality.

In summary of the literature, these gaps could provide better insights for hotel managers to evaluate and identify service quality problems. By understanding the extent and direction of these three gaps, managers would be able to identify whether their service was exceeding, meeting or falling below customers’ expectations, and would gain clues about how to close any gaps. 

2.3 EVALUATION OF SERVICE QUALITY

Harvey (1998) states that service quality incorporates the concept of meeting and exceeding the expectations of the customer and this has been growing in popularity since its inception in the late 1970s. Service quality has been derived from the field of marketing which values the human interaction between a business and its customers. 
On the other hand, Zeithaml, Parasuraman and Berry (1990) reveal that there are five dimensions for evaluating service quality in the hotel industry. These five dimensions are:

1. Tangibles – refers to physical facilities, equipment, appearance of personnel, etc.; 

2. Reliability – ability to perform the promised service dependably and accurately; 

3. Responsiveness – willingness to help customers and provide prompt service; 

4. Assurance – knowledge and courtesy of employees and their ability to convey trust and confidence; and 

5. Empathy – caring, individualised attention provided to customer. 

Those dimensions outline that in a hotel group, service quality is very important due to the high level of customer contact. Therefore, business performance can be broadly judged by those dimensions due to customer satisfactions and loyalty.  
The above theories showed that service are provided at particular moments in time, so that the product must be right first time; not least because bad service is difficult to rectify, and “bad news travels fast”. However, Cullen (1997) indicates that good service requires management commitment. As researchers have shown, management has in many cases to make more effort to understand what customers really want and put more resources into service quality. To some extent, it can be affected by a person’s expectation. 
2.3.1 Influences of person’s expectations

To offer an absolute definition of quality service is virtually impossible, as expectations will vary from person to person, being dependent on individual experiences and influences. It therefore follows, that in order to provide a satisfactory service, it is necessary to understand what activities influence a person’s expectations. 
Albrecht and Zemke (1985) concluded that expectation levels are affected by past experiences with the company, which could take the form of personal contact, other peoples past experiences through word of mouth, advertisement or media reporting. However, they also concluded that one of the most important influences is the point of contact where the service is performed and referred to as “moments of truth”.

They continued by stating that successfully managing such “moments of truth” can have a profound effect on the customer. Furthermore, the contact employee must instill confidence of capability in providing the desired service, there must exist an adequate system for providing the service and the customers’ needs and wants must be clearly understood. If there is an ability within the company to perform these elements effectively, then distinctive competitive advantage will be gained, and loyal customers will follow. 

On the service quality side, if the views of Albrecht and Zemke are accepted, for distinctive competitive advantage, customer needs must also be understood. On the other hand, the issue of measuring performance needs to be considered. In an open market situation dissatisfied customers would move to other products, in a monopoly situation they cannot. Therefore, it is clearly that the key to challenge today is to measure existing service level performances against customer expectation, thus providing the opportunity for identifying and rectifying deficiencies. Failing to do this could present the company with serious problems by a reduction in its customer base if competition were introduced as a result of deregulation.

2.4 CUSTOMER SATISFACTION AND LOYALTY
Service quality is linked to customer satisfaction and loyalty. Heskett (1994) considered customer satisfaction and loyalty as behaviour for increasing the profits and growth of a business. A satisfied customer will be loyal to the company and this loyalty is measured through customer retention which eventually is a measure for business performance.
Continuously, Oliver (1981) defined customer satisfaction as a customer's emotional response to the use of a product or service. However, it is more likely that customer satisfaction is a complex human process that involves cognitive and affective processes, as well as other psychological and physiological influences (Oh and Parks, 1997). A traditional definition of customer satisfaction followed the disconfirmation paradigm of consumer satisfaction/dissatisfaction (CS/D), suggesting that CS/D is the result of interaction between the consumer's pre-purchase expectations and post-purchase evaluation (Berkman and Gilson, 1986; Czepiel and Ronsenberg, 1977; Engel et al., 1990; Handy, 1977). Anton (1996) gave a more contemporary approach, and defined customer satisfaction as a state of mind in which the customer's needs, wants and expectations throughout the product or service life have been met or exceeded, resulting in subsequent repurchase and loyalty.
For the further argument on this, Earl (1994) concluded that poor customer satisfaction not only yields vague data but also raises customer expectations. It further argues that if customer expectations increase and a firm’s performance do not, customer satisfaction will decrease. The customer judges a service through its overall performance. Satisfying or surpassing customer needs and thus meeting their expectation levels can achieve satisfaction. It also viewed expectations as mental pictures, established by the customer, from contacts or passed experiences with the company. It is therefore reasonable to assume that a customer’s perceived quality of service is derived from comparing their expectations for that particular service, with the perceived service received. In other words if the service delivery or the people delivering the service are not perceived as having met customer expectation, then customer dissatisfaction will be the net result (Albrecht and Zemke, 1985).

Conversely, there is little to distinguish one hotel’s products and services from another. Thus customer satisfaction and loyalty have become imperative for hotel organizations to gain a competitive advantage (Kandampully and Suhartanto, 2000).

There are two strategies most commonly used by hotel managers in order to gain a competitive advantage:

1. low-cost leadership through price discounting, and 

2. developing customer loyalty by providing unique benefits to customers. (Sources adopted from Kandampully and Suhartanto, 2000)
Hotels that attempt to improve their market share by discounting price, however, run the serious risk of having a negative impact on the hotel’s medium- and long-term profitability. As a result, it is quality of service rather than price that has become the key to a hotel’s ability to differentiate itself from its competitors and to gain customer loyalty.

Numerous examples illustrate that it is important that the hotel industry develop customer loyalty, as opposed to relying solely on pricing strategies. Researchers have shown that a 5 per cent increase in customer loyalty can produce a profit increase of 25 per cent to 85 per cent (Reichheld and Sasser, 1990). Hence a dedicated focus on customer loyalty is likely to become a necessary prerequisite for the future survival of hotel organizations. 

However, there might appear some problems if hotel organizations were not improving as fast as expectations were increasing, customer satisfaction was consistently declining. It is clearly that some evidences from the theories suggest that a) customer power, b) customer size and c) rivalry are three significant factors to achieve customer satisfaction. 
2.4.1 Customer Power

Customer power should positively impact customer satisfaction. There are a number of conditions under which a customer may possess market power, when:

· A customer represents a large portion of a supplier’s sales

· Products are standard

· There are few switching costs and

· The customer can influence the ultimate consumer’s purchase decision 
(Porter, 1980)
Presumably the customer could use the power arising from any of these conditions to demand additional concessions such as a reduction in price or longer terms (Scherer and Ross, 1990), as well as very specific delivery times or requirements to ship each order complete (Gopal and Cypress, 1993) that may not be available to a less powerful firm.

Amounts of customer service, because the powerful customer may receive nearly 100 percent customer service from the supplier and may therefore continuously raise their expectations, it may take increasing amounts of customer service to impact satisfaction. 

2.4.2 Customer Size
Customer size should impact the relationship between customer service and customer satisfaction. Because a small customer firm will likely represent, by it, a small portion of the total supplier firm business, they are less likely to receive high levels of customer service and thus are more likely to be dissatisfied (Stretch, 1982). Thus any increase in service is likely to produce a greater increase in satisfaction for the small firm. Conversely, a larger firm any already be receiving outstanding levels of service so that incremental levels of service improvement would not impact its satisfaction to any great extent. 

2.4.3 Rivalry

Intense competition the presence of rivalry can also impact customer satisfaction. Customer expectations are more often met when rivalry is present because there is intense competition between suppliers for customers. This leads to rising service levels and greater customer satisfaction. 
Kyj (1984) states that the degree of rivalry between firms in an industry can affect the relationship between customer service and customer satisfaction as follows. While price-cutting is easily replicated and often expected by the customer when rivalry is present, delivered customer service may exceed the customer’s expectations, leading to increased satisfaction. Because of this, customer service is likely to be more important to customer satisfaction when rivalry occurs. Porter (1980) argues that when rivalry is present in an industry, some jockeying for position can be observed using a tactic such as increased customer service to increase firm differentiation. Following the differentiation strategy provides the supplier firm with insulation against rivalry because satisfaction leading to brand loyalty will develop (Porter, 1980, p. 38). Firm rivalry leads to bidding away excess profits in an industry primarily by reducing prices (Scherer and Ross, 1990). Additionally increased service may occur (Porter, 1980). All other things being equal, rivalry and the accompanying lower prices and higher service levels should lead to customer satisfaction.

2.5 DIFFERENTIATING THROUGH CUSTOMER SERVICE
Hooley, Saunders and Piercy (2004) has pointed that although product quality is the most tangible aspect of quality, service quality despite its intangibility, is emerging as the new frontier of competition. Despite this, most organizations continue to gauge their performance by measuring tangible items such as share price and short term earnings, oblivious to the fact that embracing service quality as a competitive weapon could lead to long term profitability. Market information and expertise, company reputation and image, customer perception of quality and branding, are ingredients which often lead to customer satisfaction but are too frequently ignored. Just because it is difficult to measure, does not mean that it is of little importance and should be dismissed. On the contrary, it is these factors which can give a company differentiation or the competitive edge that they require and they must be continually monitored ad reviewed. 

Differentiation has long been established as a marketing strategy that distinguishes a company’s goods or service and can lead to distinctive competitive advantage. It is a process of creating the perception of uniqueness, different from those on offer from competitors. In particular, it makes it less likely that the customer will look for alternative supply sources and it also acts as a barrier to competitor entry (Hooley, et al, 2004).   

In connection with this, Sherden (1988) refers in his article to research carried out by Temple, Barker and Sloan, on the role of service quality in the financial service industry. They concluded that because service quality is valuable to customers, it can be used as a basis for differentiating a product or service and that customers will pay more for a higher quality service. This value added differentiation can be viewed as a form of branding, where the brand is perceived by the customer as promise of quality, consistency and image. 

On the other hand, Kandampully and Suhartanto (2000) concluded that the hotel industry today has been recognized as a global industry, with producers and consumers spread around the world. The use of hotel facilities such as: room, restaurant, bar, nightclub or health club; is no longer considered a luxury. For many people these services have become an integral component of lifestyle. Moreover, in the last two decades, demand for and supply of hospitality services beyond that of the traditional services intended for travelers have escalated the growth of the hospitality industry globally, leading to intense competition in the market-place. It further argued that hospitality managers believe that firms can improve their profits by satisfying customers. However, that satisfying customers alone is not enough, since there is no guarantee that satisfied customers will return to purchase. It is now becoming apparent that customer loyalty is significantly more important than customer satisfaction in a business organization’s success.
In summary, this investigated knowledge may assist hotel managers to implement strategies which will ensure that the hotel will receive loyalty from both existing and prospective customers. The increasing sophistication of customers’ demands coupled with the increasing market competition has posed a new challenge to hotel managers. Hotel managers, therefore, are seeking ways to understand the most influential factors in improving their managerial behaviour. 

2.6 MANAGERIAL BEHAVIOUR
Mullins (2001) states that the task of management is to make the best use of human resources and to ensure that they satisfactorily meet the standards required of them. Therefore, it is the responsibility of management to manage. For the view of the literature, it is people who are being managed and people should be considered in human terms. The efficiency of staff and their commitment to the aims and philosophy of the establishment are fostered by good human relationships and by the nature of managerial behaviour. According to this approach, the attention should be focused on improving the people-organization relationship and in creating a climate in which members of staff work willingly and effectively. This means that at the heart of successful management is the ability to relate well to other people. The manager’s perceptions of the workforce are a major influence on the style of managerial behaviour which is adopted. Management style can be as important as management competence (Mullins, 2001). 

2.6.1 Staff and customer satisfaction

Mullins (2001) outlines that it is important to remember that good customer care starts with goods staff care. Staff is the most important ambassadors for the hospitality organization and should be treated as it's the most important customers. The reason might be that supportive and harmonious relationships are more likely to create a working environment which results in high levels of both staff and customer satisfaction. Therefore, managers need to adopt a positive attitude towards staff and develop a spirit of mutual cooperation. Staff should feel they are working with the management rather than for the manager. 

The importance of staff and customer satisfaction in the hospitality industry is emphasised by Klein (1988): 
“Emphasis on the role of interpersonal skills in customer satisfaction is of great relevance to the hotel and catering industry… customer care really does depend on staff care being obtained first.”

2.6.2 Managers’ attitudes towards people

Mullins (2001, p. 139) states that the way in which managers approach their jobs and the behaviour they display towards subordinate staff is likely to be conditioned by predispositions about people, human nature and work. The style of management adopted is a function of the manager’s attitude towards people. 

Maslow’s hierarchy of needs model cited in Mullins (2001) outlines two sets of suppositions (put forward by McGregor) based on polar assumptions about the attitudes of mangers towards people at work: Theory X and Theory Y. 

Theory X represents the assumptions on which traditional organisations are based and was widely accepted and practised before the development of the human relations approach. The central principle of Theory X is direction and control though a centralised system of organisation and the exercise of authority. Assumptions based on a Theory X approach, and the traditional use of rewards and sanctions exercised by the nature of the manager’s position and authority, are likely to result in an exploitative or authoritarian style of management. 

At the other extreme to Theory X is Theory Y, which represents assumptions consistent with more recent approaches to human nature and behaviour. The central principle of Theory Y is the integration of individual and organisational goals. It is the task of management to create the conditions in which individuals may satisfy their motivational needs, and in which they achieve their own goals through meeting the goals of the organisation. McGregor develops an analysis of the implications of accepting Theory Y in regard to performance appraisal, administration of salaries and promotions, participation, staff-line relationships, leadership, management development and the managerial team. 

2.6.3 The influence of management style

Mullins (2001) states that it is important to draw attention to meeting the needs of their staff so that they attract better people, who are more motivated to do a superior job and satisfy the needs of their customers. The conclusion is ‘people first’. Treat your own people and your customers well and good results will follow. From case histories of hospitality organisations, Lockwood and Jones (1989) refer to the importance of management style linked to the subjects of control, corporate culture and motivation. 

Mullins (2001) also indicates two types of management styles: ‘hands-on’ style of management (whereby managers worked for most of the time alongside operatives and undertook similar tasks; and ‘coordinative’ style of management (where for most of the time mangers delegated tasks to operatives). It was suggested that, given the nature of hotel jobs, the hands-on managers who work alongside their staff may be expected to have similar job perceptions, be more aware of operational problems and therefore be more effective in engendering job satisfaction than coordinative mangers. It is clear that for the purpose of reinforcing the proper management of style is to raise service quality to match the service standards and to meet customers’ expectations.

2.6.4 Personality profile of hospitality mangers
Shaner (1978) suggests that because of the unique demands of the hospitality industry the personal values and behaviour of its managers differ from those of managers in other industries. The most important values perceived by hospitality mangers are honesty, responsibility and capability. However, while it is difficult to argue against such values, they are of a very general nature and tell us little about the attributes required of a successful manager. 
Rather than attempting to identify any particular, or unique, set of personality characteristics of the hospitality manager, a more constructive approach is to concentrate attention on the general attributes required of the successful manager. In order to carry out the process of management and execution of work the manager requires a combination of technical competence, social and human skills, and conceptual ability. In particular, social and human skills reflect the ability to get along with other people and are, therefore, important attributes at all stages and levels of management, and in the development of staff. The ability to make the best use of people is a distinctive feature of management. 

The hospitality industry is very much a ‘people-industry’. Many members of the workforce have direct contact with the customer and people are an essential ingredient of effective operation: they are part of the finished product that the customer is paying for (Mullins, 2001, p.155). As such, customer satisfaction is likely to be affected as much by the attitudes and behaviour of staff as by the standard of accommodation, food and beverages, and other services provided. This emphasises the importance of the effective management of human resources. Therefore, in terms of customer satisfaction, it is easier to achieve customer satisfaction when the management decide upon a target quality of service level that is then communicated to employees and customers. This allows employees to know what is expected of them and tells customers what they can expect. 

2.7 THE SUCCESSFUL HOTEL PRACTICE- MARRIOTT HOTEL GROUP
According to Davidson (2003), it indicated that the provision of high quality service has become essential to survival, and many hospitality organizations are attempting to implement various quality management schemes. The performance and credibility of hospitality organizations like the Ritz Carlton, Hyatt, Sheraton, Marriott, Intercontinental, Four Seasons, Hilton and others, which have already successfully implemented quality management systems, is a compelling justification for all other hospitality organizations also adopting similar strategies. In particular, the Marriott hotel group is one of American leading hotel corporations. The Honored Guest Awards (HGA) Program is one of Marriott activities that boost the company’s performance in that it contributes 30-35 per cent of Marriott’s room nights (Go and Pine, 1995). It rewards loyal Marriott customers with free accommodations at luxury hotels and resorts around the world. This performance is based in great measure on its ability to attract hardworking, outgoing employees who understand the need to please the customer through the quality of service. It urges employees to use their own ingenuity to please guests. At workshops, employees must take care of a customer, regardless of what it takes. The front line must do what is needed to satisfy the customer, or the hotel has failed its entire mission. Marriott’s trainers understand that the same specific actions can’t be taught to all the Marriott hotels’ employees worldwide due to the different customs and local culture issues. It clearly outlines that the philosophy of Marriott is considering service quality as a crucial role in adding value to the overall service experience.
In summary, this chapter has introduced the theoretical overview of service quality. A series of gaps have employed to provide management with important insights about how well actual service performance compared with the expectations of the consumers. It also outlined the importance of the managerial behaviour. For the view of the literature, it is people who are being managed and people should be considered in human terms. People are the central focus of management. As Mullins (2001) highlighted, the nature of the manager-subordinate relationship is crucial to effective hospitality operations and to both staff and customer satisfaction. 

CHALLENGE AND PROBLEM ISSUES IN THE CHINESE HOTEL INDUSTRY: A Study of the Service Quality Issue

3.1 CHALLENGES OF THE HOTEL INDUSTRY IN CHINA
3.1.1 SWOT Analysis- Strengths, Weaknesses and Threats
Pine, Zhang and Qi (2000) indicates that China's hotel industry has blossomed in the last decade and is regarded as a fertile field for future expansion. China has a total of approximately 5,201 hotels, a growth of nearly 20% since 1996. This represents a total of 701,700 available rooms in China (GMID, 2005).
The hotel industry in China is considered to be one of the most important parts of tourism and a symbol of "opening and reform", which not only generates most of the tourist revenue, but also contributes significantly to employment and acts as an accelerator of economic and social development (Pine, Zhang and Qi, 2000). 

However, according to Yu (1992), the supply of hotel beds appeared to have expanded beyond the demand of international tourists during the period 1986 to 1994 and, for the first time, the overdevelopment of hotel accommodation became a problem confronting the Chinese government. 

In spite of the overdevelopment of Chinese hotels, according to some studies (Choy et al., 1986; Cook, 1989; Schrock et al., 1989; Boyd, 1993; Cai and Woods, 1993) cited in Tsang and Qu (2000, p. 2), the standard and quality of services provided by the hotels were still far below international standards. Problems included poor language ability and communication skills, a lack of property maintenance, unreliable reservations system and poor sanitation. 

Continuously, Tsang and Qu (2000) reported that the hotel industry has also faced the problem of finding qualified employees to provide services that could meet the standards of foreign tourists. Most service workers in China lack an understanding or appreciation of international service standards. It pointed out because China was closed to the West for so long, its standards of living are different from western societies, and a discrepancy in expectation of service quality has existed between foreign tourists and service workers. Yu (1995) also expressed that many hotel employees had service attitude problems which drew constant complaints from international tourists. Further, Zhang (1987) pointed out that lack of education and training in tourism management was the major reason for the problem of poor service in the hotel industry in China. 

Last but not least, in China’s hotel industry, however, most competition is concentrated on price (GMID, 2005). Factors such as service quality, brand image and technological advantages, are ignored by most accommodation managers. The result of such unsophisticated competition is endless price wars, which is a negative factor constraining development of all hotels and which resulted in falling average value sales per hotel outlet. In this circumstance, in these days of intense price competition, hotel service marketers often complain about the difficulty of differentiating their services from those of competitors (Kandampully and Suhartanto, 2000). Further on this, Kandampully and Suhartanto (2000) continuously indicate that hotels that attempt to improve their market share by discounting price, however, run the serious risk of having a negative impact on the hotel’s medium- and long-term profitability. On the other hand, as discussed in the early section, keeping customers satisfied with excellent product and service perhaps the consumer will share their satisfied experiences with their friends or families. This snowball trend will benefit the future business. As a result, it is quality of service rather than price that has become the key to a hotel’s ability to differentiate itself from its competitors and to gain customer loyalty. 

3.1.2 SWOT Analysis- Development Opportunities
Pine, Zhang and Qi (2000) states that after 20 years' development, China's hotel industry is a more complicated scenario and a blend of all kind of models. Traditionally most hotels in China were state-owned or community-owned properties. However, after decentralization and diversification of the hotel investment, private-owned, affiliate-company, stock company, foreign invested, and Hong Kong-, Macao-, Taiwan-invested hotels now represent 21.77 per cent of the total 5,201 hotels in China. 

The dynamic economy stimulates more business travelers. Changes in government policies have also loosened travel restrictions, introduced a strict five-day working week and three weeks of annual holidays, swelling the already massive leisure tourism movements (Tsang and Qu, 2000). This resulted in a total of 784 million domestic travelers in 2001 with revenues of around US$40 million (CNTA, 2002).
There is no doubt that the hotel industry in China will need to grow, and grow significantly. China has seen its hotel industry overhauled in the last ten years with a large influx of foreign capital and brands that has forced the local and state operators to improve their establishments and services (GMID, 2005). 

Since China entered into World Trade Organization, hotel companies have been looking to the very significant growth potential in China. The brands that already have a presence in China are in the higher category of hotels, mainly four- and five-star. Many of the brands held by these companies have not yet entered China, but they represent the diversity of operations and different market level experience of these companies (Pine, et al, 2000). This is especially important in the budget market, two-star and below hotels, which are proved to be the biggest sector of China's hotel industry and for which there is already a latent demand from increasingly affluent and mobile domestic tourists - 784 million domestic travellers in 2001 with revenues of around US$40 million (CNTA, 2002). Especially many hotel chains have set China as a strategic target for their future growth and have increased their stocks in this market.

Moreover, with the inflow of foreign investment came the simultaneous introduction of the foreign hotel management style. In 1982 the Hong Kong Peninsula Group managed a joint-venture hotel, the Beijing Jian Guo Hotel, announcing a new era of China's hotel industry coalescing with international practice. In 1984, Holiday Inn opened its first hotel in China. It is clear that major international hotel chains began making their presence in China. With more favourable policies for foreign investment and attractive market potential, more and more foreign hotel investors and management companies entered China for future development (Pine, Zhang and Qi, 2000). 
3.2 THE ISSUES AFFECTING THE DEVELOPMENT OF HOTEL     INDUSTRY IN CHINA

3.2.1 The policy issue

The hotel industry in China is considered to be one of the most important parts of tourism and a symbol of "opening and reform", which not only generates most of the tourist revenue, but also contributes significantly to employment and acts as an accelerator of economic and social development (Pine, Zhang and Qi, 2000). 

Hotels used to be a luxurious extravagance distant from ordinary Chinese people, with only businessman on business trip able to afford star-rated hotels (GMID, 2005). With China’s economy improving year after year, ordinary people now have more disposable income for leisure and entertainment. Hotels are becoming the people’s choice for luxurious accommodation and entertainment when they travel or relax at the weekends. Tisdell and Wen (1991) continuously pointed that government officials heavily influence the development of the hotel industry, and may interfere with actual hotel management and operation. However, too much bureaucratic control over hotels can cause a waste of resources, low efficiency and a lack of innovative entrepreneurs (Yu, 1999), while preventing the growth of hotels and hotel companies. For example, a typical phenomenon in China is local protectionism, when the government of one region bars investment and commodities from other regions into its territory. These policies greatly affect an indigenous hotel company; it is easier for foreign companies to establish a nation-wide presence (Pine and Qi, 2004).

According to Huyton and Sutton (1996), in 1988, the China National Tourism Administration (CNTA) commenced with the introduction of a five-star grading system of international tourist hotels. The aims of the scheme are to: enhance the quality of management; to improve standards; to protect the interests of consumers, travel companies and hoteliers and to make China's tourist hotels reflect Chinese characteristics whilst meeting international standards. The programme, operated and policed by the National Hotel Evaluation Committee (NHEC), is still far from complete (Huyton and Sutton, 1996). Grading is given after evaluation in six areas: architecture and design; facilities; maintenance; sanitation and hygiene; service levels and service quality; and customer satisfaction. The scheme has its critics who have commented that bureaucracy and variances in standards between regional NHEC committees have prejudiced the system, and that NHEC five-star standards are not comparable with international expectations and norms. For example, comments that China's major problem in developing a viable international hotel business would seem to be in these very areas of service and standards, and states that, while there are some exceptions, few hotel or restaurant employees in the People's Republic of China have any idea of international standards: mediocre food, facilities and service are common (Huyton and Sutton, 2003). It further blames a variety of factors for the problems and delays in developing the industry, among which are the infrastructure, poor communications systems, lack of national investment, poor sanitation, and levels of training and education. He argues that the lack of adequate training and vocational schools, government funding and a Western-style real estate industry inhibits the growth of the Chinese tourism industry. To some extent, this properly outlines that on the offering good service side, the greatest problem for its delivery is the lack of opportunity for Chinese workers to experience first-class service. As Huyton and Sutton (1996) indicates, facing restrictions to an individual's movements from province to province, let alone outside China, workers in a high standard hotel can only operate at the level of their expatriate management's knowledge and perceptions of quality to raise their own understanding. Added to this, the high prices of competitors' hotels preclude Chinese hotel workers from carrying out their own comparisons (Huyton and Sutton, 1996).

3.2.2 The culture issue

Yu (1999) content that hospitality services are to a great extent influenced by the cultural values and norms of different societies. In this people-oriented industry, international hospitality managers have to manage, interact, negotiate, and compromise with people of different cultural backgrounds. The differences, particularly the hidden cultural codes in other countries, often cause misunderstanding and management frustration, and eventually handicap international hospitality managers’ effective operations in a different cultural environment (Yu, 1999, p. 57). Particularly in Chinese hotel industry, According to the research conducted by Gilbert and Tsao (2000), Chinese customers are said to be more price sensitive than Western customers by the managers. The price concerns the Chinese buyers more than the quality of the product, whereas the Western consumers contemplate quality of products more and then evaluate it against the cost before purchasing. Therefore, to market to Chinese clients, the prices, the brand name and the prestigious status are the first concern. However, product features such as room size, security, proximity to shops, location, etc. will be the priority when marketing to Western customers (Gilbert and Tsao, 2000).
In the process of relationship building with customers the Chinese managers have had to adapt to different customers' expectations. Chinese managers would more often use a third party who has appropriate connections or social status to resolve business problems or acquire business advantages during business negotiations within the Chinese community. 

The basic approach of most Chinese managers in their marketing strategy is to establish kuan-hsi (relationship/networking) followed by business dealing, while the Western manager's technique would try to establish a closer relationship after business dealing in order to get more business in the future (Gilbert and Tsao, 2000).
3.3 TOURISM BOOSTS ECONOMIC GROWTH IN NE PROVINCE
Dalian Daily (2003) reported that in Liaoning Province, traditionally an industrial base in northeast China, the emerging tourism industry has started to play a vital role in boosting the local economy. In 2002, the province's tourism revenue climbed 14.9 percent year-on-year to 44.3 billion yuan (5.3 billion US dollars), contributing 8.1 percent to the local gross domestic product, show figures provided by the provincial tourism administration.

The rapid growth in tourism revenue, which has topped the national average, was attributed to the provincial government's efforts to boost tourism by promoting its attractions, food and products among domestic and overseas tourists. By boosting the tourism industry, the province also fostered its food and beverage, commerce, hotel and entertainment industries. By the end of last year, Liaoning had 11,000 hotels with 510, 000 employees, including nine five-star and 31 four-star hotels (ChinaDaily, 2003).

Dalian is on the southern tip of Liaodong Peninsula. It is a leading sightseeing, recuperating and holidaymaking destination of Liaoning province. Dalian, known as a Pearl of Northeast China, has long been the pioneer of and a window to Northeast China's opening up drive (Zhang, 2005). It is chosen as one of the top 500 cities in the world for their best environments in 2001 and proud of its title of Garden City. Dalian is also ranked the fourth exceeding China's metropolitans of Beijing, Suzhou, Ningbo, Nanjing, Guangzhou and Shenzhen (Daliannews, 2005).
Figure 3.1 Map of Dalian
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Its economic strength and people's living has been elevated year-on-year. Since 1992, its GDP has kept increasing at the annual rate of two-digit numbers every year and reached 140.6 billion yuan (RMB), and the per capita GDP reached 3,056 US Dollars in 2002. The tourism revenue reached 610 million RMB yuan, up 10.41 per cent of last year (Wang, 2005). 

According to Li (2004), it reported that Dalian was ranked as one of the ten economic dynamic cities in China, this indicates that the economy of Dalian has a increasing growth trend. This trend reflects on the development of tourism and hospitality industry. 

The 2001 north China tourism fair was held in Dalian. More than 2,000 officials and business people from tourism bureaus and travel agencies across the country and abroad visited Dalian. This provides Dalian a great potential development on the hospitality market. 
At present, there are 129 star-rated hotels in total in Dalian, including 30 four and five star hotels in particular, top the province and heading cities of the corresponding level nationwide. However, the competition within each hotel is growing. As such, in order to achieve great competitive advantages and attract more people to stay in hotels in Dalian, one of the major ways that those hotels can differentiate themselves is by delivering consistently higher quality than their competitors do. Knowing the satisfaction levels of the customers can help those hotels improve their products and services.

SUMMARY
According to the theoretical discussion in chapter2, it has showed that gap analysis is a meaningful and appropriate way to identify the gaps between consumers’ and service providers’ expectations and perceptions of service quality. These gaps could provide better insights for hotel managers to evaluate and identify service quality problems. By understanding the extent and direction of these gaps, managers would be able to identify whether their service was exceeding, meeting or falling below customers’ expectations, and would gain clues about how to close any gaps.

China's hotel industry has blossomed in the last decade and is regarded as a fertile field for future expansion. With more favorable policies for foreign investment and attractive market potential, more and more foreign hotel investors and management companies entered China for future development. However, the standard and quality of services provided by the hotels were still far below international standards. The hotel industry has also faced the problem of finding qualified employees to provide services that could meet the standards of customers. Therefore, providing standard quality of service is becoming an important development issue for China’s hotel industry. Because offering consistent and excellent services will not only help China’s hotels to meet international standards, but also increase its international competitiveness. Also there is an urgent need for managers of hotels to enhance their management skills.  

As the broad literature is reviewed, a proper research methodology is required to assess the study. Details of method of this study are described in Chapter 4. 

RESEARCH METHODOLOGY

The purpose of this chapter is to describe the method used to collect and analyse the primary data and secondary data required for this study. It includes the research rational, the aims and objectives, business research methods, survey techniques, pilot work, sample framework, research limitations, and time plan diagram. 

4.1 RESEARCH RATIONAL

When China first opened its doors to international tourists in the late 1970s, the sudden influx of foreign visitors created a great demand on China’s undeveloped lodging industry. Hotel development was therefore considered as a very important part of China’s tourism development, and it was given priority for development in the Sixth Five-Year Plan (1981-1985) for China’s Economic and Social Development (Tsang and Qu, 2000). As a result, great effort has been put into hotel construction and renovation in the last 17 years. Huyton and Sutton (1996) pointed that, in 1981, the number of tourist arrivals to the People's Republic of China (PRC) was approximately 7.75 million, generating US$785 million. Ten years later, these figures had increased to 33,350,000, with the associated revenue at US$2.845 billion. Visitor spending on accommodation in 1991 accounted for 22.2 per cent of the total tourism receipts, indicating a visitor spend of somewhat over US$631.5 million on hotel rooms. 

However, Tsang and Qu (2000) states that by comparison with international standards, service standards are still poor. And the hotel industry has also faced the problem of finding qualified employees to provide services that could meet the standards of foreign tourists. Most service workers in China lack an understanding or appreciation of international service standards. Offering consistent and excellent services will not only help China’s hotels to meet international standards, but also increase its international competitiveness. Further, a describe by Tisdell and Wen (1991) cited in Tsang and Qu (2000) states that it is also important for China to consider that China has to compete for the same market with counterparts in the Asia-Pacific region, such as Singapore, Hong Kong and Thailand, most of which are well established and have a sophisticated hotel industry, with similar products but better service. As a result, the future of China’s hotel industry looks challenging and it is important to identify the quality and variety of service and products provided by China’s hotel industry.  

4.2 RESEARCH QUESTION

Miles and Huberman (1994) pointed out that the development of a research is a valuable guard against the confusion and overload that is possible in the early stages of research. The research question is thus central to a study and provides the researcher with a guideline. Punch (1998) specified that the research question organizes the project, delimits the project and clarifies the boundary; it keeps the researcher focused during the project, provides a framework for writing up the projects, and points to the data that will be needed. The primary research question of this study is to carry out an analysis of the service quality in China’s hotel industry- a perspective from tourists and hotel managers. 

4.3 AIMS AND OBJECTIVES OF THE RESEARCH
Raising service quality in order to match the international standards is recently becoming an important issue for the Chinese hotel industry. While management perceptions most directly affected the design, development and delivery of the services offered, consumer perceptions more directly determined the evaluation of the services consumed. Therefore it is important to consider the perceptions of the managers in relation to the perceptions of the customers. Hence, the aims of objectives of this investigation are under the research question as followed:

The aim of this study is to carry out an analysis of the service quality in Chinese hotel industry, from the perspective of hotel managers and tourists. To achieve the aim of this research, several objectives need to be studied as following:

· Firstly, it analyzes the current challenge and development of tourism and hospitality industry in China. 
· Secondly, it analyzes the current expectations and perceptions held by hotel managers in China with respect to quality of hotel service and products provided. 
· Thirdly it analyzes the current expectations and perceptions held by tourists with respect to quality of hotel service and products provided. 
· Finally, it identifies any gap between the perceptions of tourists and hotel managers, with respect to the quality of hotel service and products provided.

And it also recommends the way improve service quality in China local hotel industry.

4.4 CHOOSING THE RESEARCH METHOD

4.4.1Source of data
Malhotra and Birks (2003) stated that there are two main sources of data. One is primary data, the other is secondary data. Primary data are originated by a researcher for the specific purpose of addressing the problem at hand. Example includes survey data, which is obtained in an uncontrolled situation by asking questions or making observations. Secondary data are data that have already been collected for purposes other than the problem at hand, such as documents (e.g. annual reports, published statistics, or internal records such as personnel records). The method of the research aims to collect primary data. Jankowicz (2000), identified that a method which takes a systematic and orderly approach towards the collection and analysis of data, so that information can be obtained from those data.

  4.4.2 Quantitative and qualitative research
Miles and Huberman (1984) recommended the distinction between qualitative and quantitative research in terms of using words rather than numbers. Jary and Jary (1991: 513-514 cited in Riley, M. et al, 2000), distinguish that qualitative techniques rely on the skills of the researchers as an interviewer, or observer, in gathering data, whereas quantitative method place reliance upon the research instruments employed to gather data and analysis/measure it, such as questionnaires and experiments. Punch (2000), identified quantitative data produced by quantitative methods as data in the form of numbers (or measurement); qualitative data which produced by qualitative methods are not presented in the form of numbers. 

Further on qualitative research, Proctor (2003) suggested that qualitative research is a widely used term for research that does not subject research findings to quantification or quantitative analysis. It also outlined that qualitative research has grown in popularity for three reasons: 

· It is usually much cheaper than quantitative research.

· It produces a good mechanism for coming to an understanding of people attitudes and motivations.

· It can improve the efficiency of quantitative research.

(Proctor, 2003, p. 209)

The nature of this research and its objectives required a more in-depth qualitative research data. It is crucial to the successful achievement of the proposed study’s aims. Therefore, the information needed for the study is the qualitative information of the managerial and tourists’ perceptions and expectations concerning the service quality within Chinese hotel industry. 

  4.4.3 Choosing the survey technique
Jankowicz (2000) identified that the survey is a way in which researchers direct their questions, at relatively large groups of people, in order to explore issues largely in the present. A survey technique is chosen to collect data for the research. Proctor (2003) further explored various methods of collecting primary data through surveys: postal questionnaire surveys, interview surveys (personal interviews and telephone interviews), completely self-administered surveys and panel etc. The questionnaires and interviews have been taken into account for the research by the researcher.

It is possible for questionnaires to be conducted in numerous ways ranging from postal questionnaires to in depth interviews. Postal surveys are a favored way of seeking to acquire data from a large number of respondents (Proctor, 2003). A questionnaire survey research can be conducted through mailing to the respondents. There are disadvantages; however, according to Allan and Skinner (1991), sampling problems may occur as a result of a poor return rate, which is a characteristic of the questionnaires method. Two typical problems with mailing questionnaires are the possible lower response rate and problems with time consuming. Another possible problem is that might be answered by the respondent according to how he or she wishes instead of the reality. Besides, it is difficult to assess whether or not the respondent fully understands the question, therefore, after the consideration, questionnaires survey is not suitable for this research. Therefore, the semi-structured interview was designed as the preferred data collection method, because it provided the best means to collect rich qualitative data.

4.5 INTERVIEW TECHNIQUE
According to Punch (1998, p.174), it states that the interview is one of the main data collection tools in qualitative research. It is a very good way of accessing people’s perceptions, meanings, definitions of situations and constructions of reality. The semi-structured interview was used to collect data through all the interviews. An in-depth interview is the hallmark of qualitative research (Rossman and Raillis, 1998). The ‘talk’ is essential for understanding how respondents view their worlds, in this study, the interviewer directs the respondents according to the sequence of questions on the interview schedule. Some broad topics are framed as questions to help expose the respondents’ meaning and perspective, for example, this was used to provide data on organizational profile, managerial opinions relating to service quality, tourists perceptions and expectations in terms of service provided by hotels, aspects of the staff training and future development issues. In Watt’s (1987) view, the semi-structured interview is still a respondent interview. With the semi-structured interview, it is flexible in terms of the order in which the topics are considered and, more significantly to allow the interviewee to develop ideas and speak more widely on the issues concerned.

Saunders, Lewis and Thornhill (2003) identify that interviews may be conducted on two types: one–to-one basis and one to many basis. The following figure 4.1 gives a brief outline.  

                      Qualitative interviews

                                  

         One to one                                  One to many


Face-to-face     Telephone                             focus group

 Interviews      interviews                             interviews

 (Source from Saunders, Lewis and Thornhill, 2003)

Each type of interview outlined above has a different purpose. It depends on the aim of the study and the complexity of the data requirements, the available budget, and the need for accuracy and time constraints (Webb, 1995). As Saunders, et al (2003) pointed, most qualitative interviews occur on a one-to-one, basis. One-to-one interviews may be conducted by telephone in particular circumstances. 

There are two types of survey techniques used for this qualitative research to achieve the aim of the survey: telephone interview and net-meeting interview.  Saunders, et al, (2003) commented attempting to conduct qualitative interviews by telephone may lead to advantages associated with access, speed and lower cost. It further pointed out this method may allow researchers to make contact with participants with whom it would be impractical to conduct an interview on a face-to-face basis because of the distance and prohibitive costs involved and time required. Moreover, even where ‘long-distance’ access is not an issue, conducting interviews by telephone may still offer advantages associated with speed of data collection and lower costs. This technique had become one of the most widely used survey methods with response rates as high as 90 per cent (Collis and Hussey, 2003). In other words, this approach may be seen as more convenient (Saunders, Lewis and Thornhill, 2003). 

The net-meeting interview was also conducted over the internet with four tourist agents (representing the general options of tourists) in China. This technique is currently new. Remenyi (1998) defined the Internet as a collection of several million computers located around the world, which are connected by real-time data communications networks. These computers allow virtually instantaneous communication between subscribers at a low cost. Proctor (2003) also confirmed that electronic interviewing is not constrained by geographical locations or time zones and it requires no transcription. This technique is employed for this study as the costs are low. MSN messenger is used for net-meeting interviews as it is provided by Microsoft and popular worldwide.

In order to reduce issues of cost and ‘long-distance’ associated with face-to-face interviews, the telephone interview and net-meeting interview were considered to be a valuable method to employ in this study. Ten telephone interviews were conducted with hotel managers (ranging from supervisor to general manager level) and tourist agents. Four net-meeting interviews were conducted with agents of tourist corporations in China. 

4.6 PILOT STUDY

The pilot study is important at the study of understanding a qualitative research. May (2001) pointed out that a successful interview is dependent upon good pilot work. Robson (2002) also suggested that the pilot is a laboratory for the investigations, allowing the researcher to observe different phenomena from many different angles, or to try approaches on a trial basis. 

A pilot study was conducted before the interview schedule was sent to respondents. Due to the problem of geographical distance a pilot study using the prompt questions was conducted with managers at Gallinis’ restaurant where the researcher is currently working at as a part-time to attempt to eliminate errors. A pilot on net-meeting interview with a manager was also arranged to go through all the questions. Some minor changes were made to the questions, however, the core of the questions remained unaltered. After the pilot work, the researcher’s interview skills were improved to draw out the interviewees to talk more about their business and customers. Supplementary questions were planned if interviewees did not expand their ideas.

4.7 DESIGNING THE SAMPLE FRAMWORK

Patton, (1980) stated that in a qualitative inquiry, there are no rules as to the size of the sample. This depends on what the researcher expects to know, the purpose of the inquiry, how the findings will be used and what can be done with the available time and resources. It further contends that in-depth information, from a small number of people, can be valuable, especially if the cases are information rich. Qualitative inquiry focuses in-depth on a relatively small number of samples, even single cases (n=1), selected purposefully (Patton, 1980). Punch (1998) also agrees that there are no simple summaries of strategies for sampling in qualitative research because of the great variety of research approaches, purposes, and settings. Therefore, the purposive sampling technique is applied to this investigation. 

This study tends to analyze the gaps between the perceptions and expectations held by hotel managers and tourists. Due to the geographical reason, the economy of tourism of Chinese coastal area is much better than the middle, eastern and western area. The region of the research was chosen the city of Dalian, which is a popular coastal city of Liaoning Province. The size of the sample for the study included seven hotels and seven tourist agents Due to the variety of hotel industry, the sample covers as many sections as possible. The sections involve 2, 3 and 4 star rated hotels.

4.8 RESEARCH LIMITAION

The interview is considered as the main method for this qualitative research. The techniques employed to gather data mainly are telephone interviews and net-meeting interviews. However, there are a number of significant issues that militate against attempting to collect qualitative data by telephone contact (Saunders, et al, 2003). The major disadvantage of this technique is that people without telephones are not represented in the general population (Denscombe, 1998). However, the survey for this research targeted the agents, managers/ supervisors who have telephones facilities in Dalian. 

In the real world, it is not easy to carry out a perfect interview. The limitations of this study are summarized as below:

· Distance
There is no doubt that the interview is the best way to collect qualitative data for this study. However, the targeted population is based in China, which has a long distance for the researcher to conduct interviews. Telephone and net-meeting interviews are the main types but they are relatively expensive for a full-time student. Due to the technique utilized, considerations of expense restrict the researcher from generating further questions on response. 

· New technique
The net-meeting interview was considered as a new technique for a survey. Due to its convenience and low cost, the researcher was challenged to utilize it. However, the subject of the researcher was business; therefore, there were constraints on using the advanced knowledge of IT technology. On the other hand, it was time-consuming due to the process and lack of verbal communication.

· Language interpretation
Chinese is a very different language to English. Due to interviewee’ various educational background, some of them can’t express what they mean in English properly, so the researcher had to translate into English in the end. There could be some misunderstandings which affect the quality of the data collection. Some concepts may not be easy to translate out of their cultural context.

· Sample size
This study has chosen seven hotel managers and seven tourist agents in the city of Dalian. This city is well known as a tourist city in the Liaoning Province compared with other cities in the province. So, the findings my be limited to this city and might not represent the hotel service quality in the whole country. 

On the other hand, the time period of this study took place during the low season (November through December). The performance of hotel services may be different between peak and low seasons. 

RESULTS ANALYSIS

The main aim of this research has focused on ‘An Evaluation of service quality in China hotel industry’. The population sample of this research was made up of managers of 2-4 star hotels in China and tourist agents who represented the general opinions of tourists. Fourteen interviews from seven targeted hotels and seven tourist corporation companies had been completed by telephone interviews and net meeting interviews. It will also, where appropriate, compare and contrast findings with the literature reviewed in Chapter 2. The research findings were analyzed into two divisions: the analysis of hotel managers and the analysis of tourist agents. 

5.1 ANALYSIS OF ANSWERS OF HOTEL MANAGERS

Q1 to Q6 gave the overview of the hotel information and the interviewed managers. The interviewed 7 hotel managers contained more females (6) than males (1). Six managers out of seven had the BA degree and one manager had the postgraduate degree. All of them had more than three year’s relevant working experiences in the hotel industry. This could be seen as proof that to some extent, they were familiar with the operation and targeted customers of their organizations. 

All of the managers indicated that tourists and business travelers were two largest groups in their annual business. In particular, the larger hotel such as Dalian International Airport hotel, cater for both business and leisure guests including international leisure visitors. Mrs. Wang Hongjuan, the general manager of Green City hotel (Hotel 1) of Dalian, said, ‘There are approximately thirty percent of our customers coming from the tour group, especially in the peak season such as summer time and Chinese New Year. As you know, Dalian is one of leading tourist cities in Liaoning Province. And our hotel is also located in the central of the city.’ These findings may indicate the link between tourism and the hotel industry. A growing tourism industry attracts more domestic and international travelers. 
Perceptions of the development of tourism in China since the ‘Open Door Policy’
Question 7 addressed this particular issue. In answering this question, the four managers out of seven gave relatively detailed answers covered many areas of tourism development in China in recent years. This could be seen as proof that they were well educated in this discipline and reflected their relevant knowledge on the industry. Mrs Li Xiaona, the human resources manager of Tianfu hotel (Hotel 7), said “There is no doubt that it has provided a great opportunities and challenges to our hotel industry since China opened its door to massive international tourism in 1978. More and more international tourists come to stay in our hotel comparing with the figure before.” 

“More domestic tourists are able to afford hotels initially designed for international tourists in recent years.” said Mrs. Li Xiang, the accommodation manager of Wanda international hotel (Hotel 4).
According to these two managers, it is clear that China's international and domestic tourism has experienced tremendous growth since the ‘Open Door Policy’. Hotel development is therefore considered as a very important part of China’s tourism development. This also indicates China's own increasingly affluent population is also travelling more and more within the country, adding to the need for additional hotels. China's economy and people's disposable income continuing to grow rapidly could be one of the reasons. 

These findings reflected on the literature identified by Gu (2003) that since China opened its door to international tourism in 1978 the Chinese tourism had experienced tremendous growth. This growth trend of tourism added to the need for additional hotels. As a result, hotels in China expanded and upgraded significantly to serve the potentially market in line with the expected growth of international arrivals, plus increasing domestic tourist demands (Pine, 2002). Therefore, the standard and quality of services provided by the hotels are needed to meet international standards in order to achieve the international competitiveness. By recognizing this importance, Chinese government should also introduce the monitoring and evaluation measures to improve quality of service in China’s hotel industry. 

The perceptions of the current challenge facing the hotel industry
The particular issue was identified in question 8. In answering this question, two of managers took the view of Kandampully and Suhartanto (2000) identified in Chapter 2. It outlined that big challenge facing to hotel industry today is the ever-growing volume and pace of competition. Competition has had major implications for the customer, providing increased choice, value for money and level of service. 

“I think the current competition facing to my hotel is the room rate.…so in order to help raise the occupancy the management has to lower the room rates as the tourists’ requested in the low seasons.” said Mrs. Wang. 
Mrs. Wang is the manager of a two star hotel. She outlined the price concern of domestic tourists. Her explanation indicate that low-star and non-star hotels, rather than high-star hotels, can be more flexible in lowering room rates to attract budget-constrained domestic tourists. Conversely, the challenge facing the high-star hotel is different. As Mrs Tan Ying (Hotel 3) said, “The challenge for us is providing the standard quality of service to meet customers’ needs and wants.” This could be seen as evidence that those two managers have different strategies on tapping into the market. However, Mr. An Jianglong (Hotel 5), the banqueting manager of International Airport hotel outlined an important issue. ‘I believe it is quality of service rather than price that has become the key to a hotel’s ability to differentiate itself from its competitors.’
One of the managers also mentioned that with more favorable policies for foreign investment and attractive market potential, more and more foreign hotel companies invested in China. This trend could provide threat and challenge to the domestic hotel market.
To some extent, for the hotel’s long-term profitability, it is the risk of improving occupancy by reducing price. Focusing on quality of service is likely to become a necessary prerequisite for the future survival of hotel organizations.

Understanding customer expectations
Question 9 addressed this particular issue. In answering this question, Mrs. Ji Min (Hotel 2), the reception manager of Youhao hotel said, 
“I think I understanding what they want and need. It’s been an experience for me to know them in this hotel industry.” said Mrs. Wang said, “"We have the confidence to provide the finest personal service and facilities for our guests.”

It was found that most of the interviewed hotel managers believed that they understand what their customers want. They also referred that they can improve their profits by satisfying customers. This finding reflects on the literature identified in Chapter 2 that understanding customers is not the major problem area in contributing to the extent of Gap 5. However, to some extent, the management overestimates its service delivery in meeting tourists’ expectations of service quality in the hotels. 
Perceptions of service quality delivery in meeting tourists’ expectations
Question 10 outlined the hotel manager’s perceptions of service quality delivery in meeting their customer’s expectations. In answering this question, the majority of the managers responded service quality meant the fulfillment of guest expectations and was related to success of the hotel operations. This finding can reflect on the literature identified by Kandampully et al (2001) that the true measure of company success lies in an organization’s ability to continually satisfy customers. Increasingly, customers are demanding value for money in terms of both the price/quality ratio and the actual quality of the product or service being offered. As Mrs. Wang said, ‘Service quality is linked to customer satisfaction and customer loyalty. We consider customer satisfaction and loyalty as behaviour for increasing the profits and growth of our business. To some extent, we think we have met the customers’ needs and want so far’.
It indicates that for the increasingly competitive nature of the hotel environment, managers concern themselves with not only increasing market share, but also satisfying and maintaining the existing customer base. In another word, they considered the importance of customer power as an important issue in their business. Comparing with domestic customers and Western customers, Chinese customers are said to be more price sensitive than Western customers by the managers. The price concerns the Chinese buyers more than the quality of the product, whereas the Western consumers are aware of the quality of products more.

On the other hand, Mrs. Ping Jing, the assistant general manager of Green City hotel (Hotel 6) said ‘Sometimes we have difficulties on delivering the quality of service to meet the customers’ expectations due to their various affecting factors.’ 

It is no doubt that customers have many different perceptions which are influenced by their education, upbringing, past experiences etc. Therefore, as a hospitality manager whose future very much depends on these customers’ perceptions of actual service delivery and have a clear understanding of how to perform in the customers’ eyes. So Mrs. Tan concluded, 

‘It is necessary to stay ahead of the customer. To anticipate his or her needs…so that when he or she requires the need you have already planned for it and are ready to meet it.’
From these findings, customer’s expectations were considered to be varied from person to person by those hotel managers. This reflected on the conclusion identified by Albrecht and Zemke (1985) that one of the most important influences of person’s expectations are the point of contact where the service is performed. Therefore, the contact employee must have the confidence in providing the desired service, there must exist an adequate system for providing the service and the customers’ needs and wants must be clearly understood. Apparently, Mrs. Tan of hotel 3 accepted the view of Albrecht and Zemke (1985). She emphasized the key to challenge today is to provide the opportunity for identifying the needs and wants of customers. However, through the researcher’s observation, some of the managers were too self-assured about their hotel service delivery in meeting customer’s expectations. They thought they had done the good job in meeting customers’ needs without measuring existing service level performances against customer expectations. One of the problems could be a reduction in its customer base if competition were introduced. 
The measurement of the quality of service
Question 11 identified the series of measurement techniques used by the interviewed hotels. There were only three hotels out of seven had more than two proper measurement techniques to measure the quality of service. The only technique to be used for the other four hotels is customer comment cards. 

‘We place comment cards on dining room tables and in guest bedrooms.’ said Mrs. Ji. She considered this survey technique is a simple way to invite customers to rate the quality of individual attributes of the service experience.  

‘They are a cheap means of highlighting repeated service problems…it also acts as an incentive to improve performance.’ Mrs. Tan further confirmed the advantage of this scheme.

Besides the comment cards used by those four hotels, the other three hotels also used mail surveys, employee feedback and telephone interviews as choices to measure customer perceptions. In particular, employee feedback was considered to be the most effective way for gathering representative and valid sample. As Mrs. Ping said, ‘Most customers feel easy with frontline service personnel and often like to talk about the service they have received.’ It is clear that it is much easier to report a service failure verbally than in writing for customers.

These findings reflected on the literature identified by Kandampully et al (2003) that no business today could afford to ignore the customer. Because the customer’s satisfaction is critical to future corporate survival. In turn, this will be determined by management’s ability to deliver consistently on the service quality front. 

Employee Issues
Question 12 addressed the issues involved with the literature of human resources. The literature review in Chapter 2 highlighted human resource as one of essential resources to an organization. The right recruitment helps organization get the right staff at the right time. Hence, human resources management is a key issue in the development of hotel industry. 

The interviewed hotels tended to recruit their employees from nationwide. The majority of the hotels essentially recruited their employees with relevant qualifications. Generally speaking, the employees who had university degrees normally had higher positions than those who didn’t have degrees or lower than that. Most of the interviewed managers believed that hotel industry needed qualified staff with standard customer service skills. And they also believed that well-educated staff normally had the competences to meet their requirements in terms of standard service skills. On the other hand, the majority of the managers stated that they had problems in finding qualified employees to provide services that could meet the standards of customers. As Mrs. Wang mentioned, ‘There are differences in people’s skills and personality characteristics which can be matched to specific jobs.’ 
It is obvious that qualification and degree play a key role in the employment of China’s hotel industry. Selecting the right person for the right job delivering the standard service perhaps is considered to be one of important issues in managing the service encounter by most of hotel managers. Conversely, Tsang and Qu (2000) addressed that the hotel industry of China has faced the problem of finding qualified employees to provide services that could meet the standards of foreign tourists. Most service workers in China lack an understanding or appreciation of international service standards. Comparing with the findings and the view of Tsang and Qu, it is suggested that although the qualification and degree are important in the employment, the necessary skill training provisions are required more attention by hotel managers in terms of making improvement efforts. 

Training Issues

Question 13 outlined the issue of training in China’s hotel industry. In terms of training, four hotel managers out of seven confirmed that they had seasonal staff training scheme to improve staff’s service skills. And three hotel managers stated that their training scheme was as weekly basis. The majority of the managers realized the importance of training was to enhance employees’ knowledge and skills. This idea was reflected on the notion identified by Mullins (2001) that the ultimate purpose of training is to help the industry improve its operational effectiveness and its economic and competitive performance, including the ability to cope with future challenges.

From the researcher’s observation, two and three star hotels normally had on job training scheme rather than off job training that was sometimes conducted by four-star hotel. 

‘From my point of view, comparing with types of trainings, on job training has a lower cost than off job training.’ said Mrs. Ji.

But generally, in the two or three star hotels, most of the training schemes were traditional and informal. Staff was normally shown the correct way of dealing with customers based on previously identified standards. In the four star hotel (Dalian International Airport hotel), staff was encouraged to adopt not only the same approach as two or three star hotels through role-play, video etc but also staff were further encouraged to consider how they could improve the service delivered to the customer. And their customer service skills were judged by using incentives against previously identified standards of performance.

According to the findings, hotel managers responded the importance of training in the service encounter. However, the schemes were lack of professionism and employees’ supports. As Tsang and Qu (2002) mentioned earlier, the standard and quality of services provided by the Chinese hotels were still far below international standards. Problems included poor language ability and communication skills etc. The lack of professional training could be one of the reasons caused the problems within hotel industry in China. This is further reflected on the statement pointed out by Zhang (1987) that the lack of education and training in tourism and hospitality management was the major reason for the problem of poor service in the hotel industry in China. Therefore, the management needs to perceive training requirements and determine the views on training. This is helping to improve quality standards and job opportunities and it is hoped that in the longer term training will create more stability in a highly mobile workforce.
Perceptions of the relationship between staff and customer satisfaction in the service delivery
Question 14 outlined the comments of managers in this particular issue. The most of interviewed managers considered that good customer care started with good staff care. Mrs. Ping (Hotel 6) responded that “‘people satisfaction’ is obvious to anyone visiting the hotel. Guests generally comment on the courteousness and friendliness of staff.” Conversely, if staff find the hotel a pleasant place to work and feel free to express their opinions they will bring positive ‘atmosphere’ to the hotel. This finding can reflect on the literature identified by Klein (1988) in Chapter 2 that ‘emphasis on the role of interpersonal skills in customer satisfaction is of great relevance to the hotel. Customer care really does depend on staff care being obtained first.’ 

Improving performance
Question 15-16 finally addressed the ways in which the hotel can improve its performance to adapt the standard service quality. In terms of recommendation, there were only two managers had detailed explanation regarding the ways to improve future service quality. Mrs. Wang of hotel 1 outlined ‘Staff service quality’ as a key area to improve her hotel in the aspect of standard of service quality. It was associated with dealing with hotel staff-customer interactions, including "politeness and friendliness of staff", "efficiency in check-in/out", "helpfulness of staff", "staff's understandings in job performance", "efficiency of staff" and " service skills of staff". 
And Mrs. Ji of hotel 6 revealed tourists perceived the monetary value of the major services provided by the hotel. As such, in the future, she considered the improvement of standard quality of service would be on providing standard quality of ‘food and beverages’, ‘accommodation’ and ‘comfortable ambience.’
From this finding, it is obvious that most of the hotel mangers commonly addressed their strategies on developing customer satisfaction and loyal by providing standard service. This can reflect on one of the strategies identified by Kandampully and Suhartanto (2000) that it is quality of service rather than price that has become the key to a hotel’s ability to differentiate itself from its competitors and to gain customer loyalty. However, there might be some problems if hotels were not improving as fast as expectations were increasing, customer satisfaction was consistently declining. 

The analysis of the answers of hotel managers is summarized in table 5.1.
	· The majority of managers had higher education.

· A growing tourism industry in China attracts more domestic and international travelers.
· Hotel development has considered as a very important part of China’s tourism development since the ‘Open Door Policy’.
· Big challenge facing to China hotel industry today is the ever-growing volume and pace of competition.
· Focusing on quality of service is becoming to be a necessary prerequisite for the future survival of hotel organizations in China.
· There were only three hotels out of seven had proper measurement techniques to measure the quality of service.
· Most of the hotel managers confirmed the importance of training. In the two or three star hotels, most of the training schemes were traditional and informal.
· Chinese customers are said to be more price sensitive than Western customers by the managers.
· Although managers had a reasonable good understanding of customer expectations, they were too self-assured and overestimated their organization’s service delivery in meeting tourists’ expectations of service quality.

· The perceptions of hotel managers in terms of service quality in China hotel industry were actually lower than the expectations of tourists.


5.2 ANALYSIS OF ANSWERS OF TOURIST AGENTS
Most of the interviewed tourist agents had more than two years working experiences in the tourism industry. It is clear that they were familiar with the perceptions of tourists they dealt with in terms of service provided in the hotels they stayed. And those agents also said that most of tourists complained to the tourist agencies directly instead of the hotels they stayed. Therefore, the tourist agents had the priorities to express tourist’ opinions. The analysis below has been classified into the relevant sections. 

The tourism industry of the city of Dalian
Question 1-2 concerned the tourism industry of Dalian and the general requirements of tourists. Dalian tourism industry is becoming more and more popular in recent years. ‘Approximately we accept 60,000 tourist customers in every year.’ said agent number 2. 

The majority of the interviewed tourist agents responded that their domestic tourist customers were mainly from the southern cities of China including Zhejiang Province, Hunan Province and Guangdong Province etc. They also had international tourists from Japan, Korea and some other countries. This can be seen as an indicator that emerging tourism industry has started to play a vital role in boosting the local economy of Dalian. 

Agent number 1, 2, 4, 5, and 6 said ‘2 or 3 star hotels are the most popular hotel type the domestic tourists normally go for. Those tourists come with tour group and generally are looking for value for money and convenient location.’

Agent number 3 and 7 said ‘The international tourists sometimes prefer high star rating hotels to stay. They are aware of the hotel’s reputation and also expect the high standard quality of service.’ 

These findings can indicate that different customer groups have different perceptions and expectations in terms of product and service provided. 

On the other hand, this trend can be another proof that ‘Open Door Policy’ has provided great opportunity for the development of tourism industry in China. 

Tourist’s expectations 
Question 3 addressed the expectations of tourists from the tourist agents’ point of view. According to the findings, the researcher found that most of the answers of tourist agents were almost similar. The actual expectations of tourists in terms of quality of service in the hotel industry can be summarized as following:
· Cleanliness and quietness of room

· High degree/level of hygiene of food

· Staff performing the services right the first time

· Professionalism of staff

· Hotel staff with multi-lingual skills

In details, agent number 4 said ‘Our tourist customers who have chosen 2 or 3 star hotels to stay normally expected the hotels to provide the clean and quiet rooms with reasonable room rate. At the same time, the tourists also expected to experience courteous service from friendly staff. ’ 

Conversely, agent number 6 said ‘The tourist customers who have chosen 4 star hotels to stay have relatively higher level of expectations of service provisions comparing with the customers who have chosen 2 or 3 star hotels. They are not only aware of the higher standard facilities provided in the staying hotel but also expect professional service from skilled service workers.’ 

According to those agents’ responding, it can reflect on the literature by Gronroos, (1990) that different type of customers had different level of expectations. In the literature, it refers that customers compare their expectations against the combination of both the service process and the actual service output. In another word, this means that customers have certain service standards in mind (their expectations) prior to consumption, observe service performance and compare it to their standards, and then form satisfaction judgments based on this comparison (Lovelock and Wirtz, 2004). Therefore, in the real world, it is important for service managers to understand customer expectations of their organization’s service offerings. But comparing with the findings of tourist agents and the findings identified in hotel managers’ sections, to some extent, managers’ perceptions of tourists’ expectations are lower than the actual expectations of tourists. 
The perceptions of tourists in terms of service quality issue

Question 4-5 concerned this particular area. Reviews of the interviewed tourist agents responded that most tourists would consider the following hotel issues when assess a hotel’s quality of service: ‘Reasonable room rate/value for money, cleanliness and quietness of room, neat appearance and professionalism of staff, staff with multi-lingual skills, friendliness and courtesy of staff, variety of services offered and high quality of food and beverage.’
Within the findings, the researcher observed that nobody ranks ‘reasonable room rate/value for money, neat appearance/ professionalism of staff and staff with multi-lingual skills’ as the most satisfied issues. Particularly, the majority of agents considered ‘staff with multi-lingual skills’ as the most dissatisfied issue. Thus, ‘the qualified staff and their standard service’ play important roles in the perceptions of tourists. Continuously, agent number 5 and 7 said, ‘The highest number of complaints relate to service workers lack of an understanding what customer need. Sometimes they also don’t perform the services right the first time.’

Agent number 3 said ‘A lack of cleanliness of the room and low level of hygiene of food are another main problem issues complaint by tourists.’ 
This can be a proof that the lack of communication skills and language ability as well as the low standard of room quality are still problems existed in the China hotel industry. In the service part, one of the reasons could be that those service workers are lack of an understanding or appreciation of service standards due to lack of education and training in tourism management. Comparing these findings with Q3, it is showed that tourists’ perceptions were consistently lower than their expectations. 

On the other hand, according to the managers’ perceptions in meeting tourists’ expectations in the earlier section, although managers in the hotel industry believed that they understood quite well what tourists expected, they were unable to put the systems and resources in place to meet tourists’ expectations. Therefore, there is a gap between managers’ perceptions of a hotel’s service delivery and tourists’ actual perceptions of the service. At the same time, the perceptions of tourists’ were consistently not meeting their expectations. Turning to the literature carried out by Parasuraman, et al (1985), it postulated that a customer perceived quality of service, in other words the difference between the expected and perceived service, is influenced by shortfalls within organizational systems. As such, the gaps between managers’ perceptions and tourists’ actual perceptions of the service delivery in the hotel can affect customer satisfaction. Therefore, in order to manager service quality, it is important to manage the gaps between expectations and perceptions on the part of management, employers and customers (Zeithanml and Bitner, 2003). Managers also have the authority and responsibility for setting service priorities and for designing and developing service quality standards. So if they do not fully understand what customers expect, it might cause bad decisions, resulting in poor perceived service quality. 

Perceptions of complaint dealings of hotels
Question 6-8 addressed the ways that hotels normally deal with the tourist’s complaints. The majority of tourist agents responded that most of the managers dealt with the problems when the tourist’s complaints occurred. Agent number 5 said ‘Most of tourists complain to us first when they were not satisfied with the hotel service. And we have the responsibility to report customer’s complaints to the hotel they stayed. Eighty percent of solutions have met our needs and also have been satisfied by our customers.’ 

Agent number 2 added an example, ‘They sometimes offer free nights vouchers as compensations for the complaint customers.’
From these findings, it is obvious that hotel managers have taken positive way to recognize the service failure such as customer complaints and have taken the corrective action to minimize the problem level. They didn’t simply avoid responding to the complaints instead. Apparently, this can reflect on the literature addressed by Shaner (1978) that the personal values and behaviour of managers differ from those managers in other industries because of the unique demands of the hospitality industry. As such, it is important for hospitality managers to have the values such as honesty, responsibility and capability.

The perceptions of tourists in terms of service quality as a competitive advantage

Question 9-11 concerned this particular issue. Service quality can be used as a competitive advantage (Hamel and Prahalad, 1989). Realizing this point, most of the tourist agents mentioned that the competitive environment is a force driving radical change in the hotel industry. ‘Nowadays tourists have the power to choose different hotels to stay. In order to stay competitive hotels need to create a competitive advantage.’ said agent number 2. 

However, a competitive strategy based upon service quality does not necessarily mean adopting a premium level of service. How they are delivered to customers is where service quality can make the difference (Kandampully et al, 2001). As agent number 1 said ‘Service quality and reputation are crucial to success of the hotel. However to build a competitive advantage using service quality is not easy. Services are different from products.’ 

These findings are reflected on the literature in Chapter 2 that market information and expertise, company reputation and image, customer perception of quality and branding, are ingredients that often lead to customer satisfaction but are too frequently ignored. It is these factors that can give a company differentiation or the competitive edge that they require and they must be continually monitored and reviewed. 

The analysis of the answers of tourist agents is summarized in table 5.2.

	· Emerging tourism industry has started to play a vital role in boosting the local economy of Dalian. 

· Different customer groups have different perceptions and expectations in terms of product and service provided.
· Customers compare their expectations against the combination of both the service process and the actual service output.
· To some extent, managers’ perceptions of tourists’ expectations are lower than the actual expectations of tourists; tourists’ perceptions were consistently lower than their expectations.
· The qualified staff and their standard service play important roles in the perceptions of tourists.
· The lack of communication skills and language ability as well as the low standard of room quality are still problems existed in the China hotel industry
· The majority of tourist agents responded that most of the managers dealt with the problems when the tourist’s complaints occurred.
· Service quality can be used as a competitive advantage.


5.3  SUMMARY 

The results of this study analyzed the primary data from the interview survey, according to the aim and objectives. Comparing with the surveys between the hotel managers and tourist agents (representing the opinions of tourists), it is concluded that although managers had a reasonable good understanding of customer expectations, they failed in delivering what tourists expect. Through the analysis, it was found that managers’ perceptions of tourists’ expectations were lower than the actual expectations of tourists in terms of quality of service provided in China hotel industry. Tourists’ actual perceptions of the service were also lower than managers’ perceptions of the hotel’s service delivery. These findings indicated that the managers were self-assured and overestimated their hotel’s service delivery in meeting customers’ expectations of service quality. 

Reviewing the literature identified in Chapter 2, it states that Gap 1 of quality service model is a critical question: “Do Chinese managers understand what tourists expect from service quality in the hotel industry in China?”  Management perceptions about what customers expect from service quality is suggested to be ideally agreeing with the expectations expressed by customers. Comparing this literature with the findings outlined, it shows that although managers in the hotel industry understood quite well what tourists expected, they were unable to put the systems and resources in place to meet tourists’ expectations. Therefore, there is a gap between managers’ perceptions of a hotel’s service delivery and tourists’ actual perceptions of the service.
On the other hand, this study has conducted several constraints. One of the major limitations is the choice of hotels. Due to the time and distance constraints, the researcher has limited the hotels that were included in this study to hotels in the city of Dalian only. As such, the findings may be limited to this city and might not represent the hotel service quality in the whole country. Secondly, the number of interviewed tourists agents and managers were relatively small. Furthermore, due to the language constraints, there might be some misunderstandings which affect the quality of the data collection. Some concepts may not be easy to translate out of their cultural context. 

Further, more specific conclusions and recommendation are explained in the following chapter. 
CONCLUSION AND RECOMMENDATION

This chapter concludes the study and presents recommendations for further research. The aim of this work is to carry out an analysis of service quality in China domestic hotel industry from a perspective of tourists and hotel managers. According to the primary data conducted from telephone interview survey; the investigation concluded on the specific objectives including the current challenge and development of tourism and hospitality industry in China; the difference between consumer expectations and management perceptions of consumer expectations; the difference between customer expectations of service quality and customer perceptions of the organization’s performance and recommendation of the ways to improve service quality in China domestic hotel industry.

6.1 CONCLUSION OF STUDY

The current challenge and development of tourism and hospitality industry in China

According to the managers interviewed, they revealed that it had provided a great opportunities and challenges to hotel industry of China since China opened its door to international tourism in 1978. More and more international tourists come to stay in hotels comparing with the figure before. More domestic tourists are also able to afford hotels initially designed for international tourists in recent years. It is obvious that China's international and domestic tourism has experienced tremendous growth since the ‘Open Door Policy’. Hotel development is therefore considered as a very important part of China’s tourism development. This also indicates China's own increasingly affluent population is also travelling more and more within the country, adding to the need for additional hotels. China's economy and people's disposable income continuing to grow rapidly could be one of the reasons. 

On the other hand, as many international hotel chains have set China as a strategic target for their future growth, big challenge facing to domestic hotel industry today is the ever-growing volume and pace of competition. Competition has had major implications for the customer, providing increased choice, value for money and level of service. Keeping customers satisfied with excellent product and service perhaps the consumer will share their satisfied experiences with their friends or families. This snowball trend will benefit the future business. 

Last but not least, low-star and non-star hotels, rather than high-star hotels, are more flexible in lowering room rates to attract budget-constrained domestic tourists. 

The difference between consumer expectations and management perceptions of consumer expectations
From the comparison with the management survey and tourist agents’ survey, it is concluded that management’s perceptions of consumer expectations were consistently lower than consumers’ expectations in terms of the quality of hotel service delivery. The management had reasonable good understandings of the importance of customer powers and their expectations. Therefore, it may be concluded that Gap 1 (understanding gap) is not the major problem area in contributing to the extent of Gap 5 (Service quality gap) identified in Chapter 2. 

However, from the tourist survey, it was found that the complaints about low skilled service staff and dissatisfied speed of service were still problems existed in the China hotel industry. This might indicate that although hotel managers had good understandings of customers’ expectations, the delivered service level was falling below tourists’ expectations of service quality. The reasons could be reflected on two aspects: firstly, the management might overestimate its service delivery in meeting tourists’ expectations of service quality. They were properly too self-assured that they were doing a good job in meeting tourists’ expectations. Some of the managers did not get the opportunities to experience first-hand what their guests want. Managers believed that competence of staff was a key factor in the service delivery, but customers also ranked the ‘tangibles’ of service, such as decoration, cleanliness and facilities to be less important than managers expected. Secondly, the poorly qualified employees could be another reason to make the quality of service below the customers’ actual expectations, especially meeting the international standards of quality of service. The lack of efficient training could properly cause those employees with poor language ability and communication skills etc. However, through the investigation of the hotel industry in China, to some extent, there appears to be no lack of enthusiasm in trying to offer good service: the greatest problem for its delivery is the lack of opportunity for Chinese workers to experience first-class service. Facing restrictions to an individual's movements from province to province, workers in a high standard hotel can only operate at the level of their own management's knowledge and perceptions of quality to raise their own understanding.
The difference between customer expectations of service quality and customer perceptions of the hotel’s performance

Further to the survey, it is concluded that customer’s perceptions of the hotel’s performance was lower than customer expectations of service quality. And also different type of customers had different level of expectations with the comparison with 2/3 star hotels and 4 star hotels. 

.
According to Lovelock and Wirtz (2004), when customers evaluate the quality of a service, they may be judging it against an internal standard that existed prior to the service experience. Perceived service quality results from customers’ comparing the service they perceive they have received against what they expected to receive. And also, expectations change over time, influenced by advertising, pricing, social trends and media or Internet etc. This means that customers have certain service standards in mind (their expectations) prior to consumption, observe service performance and compare it to their standards, and then form satisfaction judgments based on this comparison (Lovelock and Wirtz, 2004). Further on this, once customers have been delighted, their expectations are raised. Therefore, it is important for service managers to understand customer expectations of their organization’s service offerings and to make improvement efforts. 

This study also shows that gap analysis is a meaningful way to identify the gaps between tourists’ and managers’ expectations and perceptions of service quality in the hotel industry in China. While management perceptions most directly affected the design, development and delivery of the services offered, consumer perceptions more directly determined the evaluation of the services consumed. Hence, it is important to better understand the perceptions of the managers relating to the perceptions of the customers (Tsang and Qu, 2000). 

6.2 RECOMMENDATIONS
According to the primary data of current study and in line with research finding, the following recommendations to the Chinese government, hotel management and further studies of this field as following:

To the Chinese Government

As mentioned earlier, by comparison with international standards, service standards of Chinese hotel industry are still poor. In order to render consistent and excellent services to international and domestic tourists, as Tsang and Qu (2000) emphasized in their article, the Chinese government must introduce monitoring and evaluation measures that will reinforce the importance of service quality management and operations. Offering excellent services will not only help China’s hotels to meet international standards, but also increase its international competitiveness. The future of China’s hotel industry looks challenging and it is important for government to identify the quality and variety of service and products provided by China’s hotel industry. 

To Hotel Management

(1) Management Operation

Chinese hotel operators should capitalize on the booming domestic tourism market for new sources of customers. It is suggested that they change their operations from a foreign tourist-oriented business format to an accommodation system that suits both foreign and domestic tourists. In this regard, low-end hotels have a competitive advantage over high-end. Hotel operators should also target selective segments of the domestic tourism market for better occupancy and profits (Gu, 2003).

(2) Hotel Managers

Lashley (2000, p. 10) stated that hospitality services involve the customer being supplied with a combination of physical products and service based on contacts with customers. These tangible and intangible aspects of the services cover a wide range of issues involving the food and drink supplied as well as the relationship with service staff. It also refers that customer service needs are dynamic. As more people experience the hotel services their expectations are moving and shifting. As such, it is suggested that hotel managers have to constantly review and audit customer expectations. They can never sit back and assume they know what customers want.
On the other hand, there is an urgent need for managers of domestically owned hotels to enhance their management skills. They should appreciate the national differences in culture that determine differences in behavior and expectations of international and domestic tourists and hotel staff. 
Internally, managers need to broaden their sense of people perception and to understand the feelings of staff, and their needs and expectations as human beings. The development of human and social skills is a priority. Increasing recognition of Investors in People standard should be introduced in order to reduce problems relating to the management of people and improve a hospitality organization’s performance through its people. 
The important links between customer expectations, choice and hotel guest satisfaction represent significant operational and managerial challenges of the hotel industry. However, those issues are difficult to interpret and predict. One way of overcoming this problem is suggested to establish informal networks of intelligence by encouraging employees to talk to guests and feed back their comments. 

(3) Training Needs

Hospitality education and training are relevant to the current and future requirement of China hotel industry. And also, the attitudes of staff towards education and training also need to be considered. Most of the hotel managers considered that training was essential, but failed to differentiate between on-the-job training and in-house training, often seeing them both as merely work, with low credibility. Huyton and Sutton (2003) states that with the ever-critical traveling public now venturing throughout China, not only does China need hotel staff, it needs staff who are trained to international standards. Therefore, the great effort should be put into staff training of language ability in order to reduce the communication problems with foreign customers existed in the hotel. 
Training should also form a basis for both individual development and management succession (Mullins, 2001), including, for example, the acceptance and practice of empowerment, problem solving and decision- making, team working and responsibility for quality standard. 

6.3 FUTURE RESEARCH

Further research on this field might be focused on the expansion of the survey size. China has a various culture from province to province. Therefore, wider survey could allow the researcher to compare the situations from different regions. Survey techniques may also be improved. The researcher attempts to conduct a quantitative research method with more techniques such as descriptive statistics analysis to investigate the service quality gaps. 

The international tourists may be another interested target population for the future research. Because by 2008, there will be large amount of international tourist coming to China for the Olympic Games in 2008. How to deliver international standards service is becoming an important topic for all the hotel operators. Thus, it will be an interesting topic for the future research.  
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Appendix 1

Questions of Hotel Managers

1. Manager Profile

A: age

B: Marital Status:

C: Qualification (Education Background etc)

D: Position:

2. How long have you been working in this hotel?
3. What’s your hotel’s star rating?
4. What’s a kind of facility provided in this hotel?
5. What’s your main targeted customer group?
6. When is your hotel’s peak season for the business?

7. What’s your general opinion about the development of tourism in China since the “Open Door Police”?
8. What do you believe the current challenge facing the hotel industry?
9. How do you understand customer’s expectations?
10. What’s your perception of service quality delivery in meeting tourists’ expectations?
11. How does your hotel measure the quality of service?

12. Where are your employees mainly from? And what are their education backgrounds and qualification?

13. Do you have staff trainings in terms of improving their service skills? Please explain more on how do you train them?
14. What is your perception of the relationship between staff and customer satisfaction in the service delivery?
15. Please recommend the ways in which your hotel can improve its performance to adapt the standard service quality? 
16. What are the future challenges in developing your hotel? What are the needs for developing in future?
Appendix 2

Interview Questions with Tourist Agents

1. Where do your targets tourists generally come from?
2. From your experience, what’s kind of star rating hotels popular to tourists?
3. What are the expectations of tourists in terms of quality of service provided in the hotels?
4. From your experience, what are the perceptions of those tourists in terms of quality of service in the hotels?
5. From you past experience, do you think there is gap between tourist’s perceptions and expectations of quality of service delivery in the hotels?
6. What kind of complaints is reported the most by the tourists? 
7. How do those hotels resolve the complaints?
8. Do you think the ways hotel deal with complaints can reflect on the capabilities and skills of hotel managers?
9. What do you think about the competitive advantage in the hotel business organization?

10. What are your perceptions of the relationship between the competitive advantage and quality of service in the hotel industry?
11. Is anything you would like to recommend the hotels about improving competitive advantage in the future?
Appendix 3 Table of Interview Companies Profile
	
	Company Name
	Interviewees
	Address

	1
	The Green City Hotel
	Hongjuan Wang (General Manager)
	11 Xi Bei Road Sha he kou District 

	2
	Daian Youhao Hotel
	Min Ji (Accommodation manager)
	103 Youhao Road Zhong shan District

	3
	Dalian International Airport Hotel 
	Ying Tan (Reception manager)
	96 Yingke Road Gan jing zi District 

	4
	Wan Da International Hotel
	Xiang Li (Accommodation manager)
	77 Jian she Street Xi gang District

	5
	Dalian International Airport Hotel
	Longjiang An (Leisure center manager)
	96 Yingke Road Gan jing zi District

	6
	The Green City Hotel
	Jing Ping (Assistant manager)
	11 Xi Bei Road Sha ke kou District

	7
	Tian Fu Hotel
	Xiaona Li (Human Resource manager)
	189 Tian jin Street Zhong shan District 

	8
	Dalian Communications International Travel Service
	Xiaoying Liu (Assistant manager)
	1, Gangwan Street Zhongshan District 

	9
	Golden Holiday Travel Agency
	Hongxia Wang (Duty manager)
	155, Youhao Road Zhongshan District

	10
	Wan Da Travel Agency
	Xiangfei Guo (Customer service manager)
	Lianxing Avenue Shahekou District

	11
	Fengjing Travel Service
	Yan Wang (Supervisor)
	Room 602 Youhao Building

	12
	Dalian Donglai International Travel Service 
	Dongna Zhang (Duty manager)
	158 Youhao Road Zhongshan District

	13
	Dalian Gold Sea Travel Service
	Qi Wang (Supervisor)
	3-5Jiefang Road ZhongshanDistrict

	14
	Donglai Travel Service
	Na Li (Assistant manager)
	8F Youhao Building Zhongshan District


PAGE  
71

