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Preface

It started with a calendar in Rome.

Several years ago, I was on vacation in Italy when I bought a calendar with beautiful photos as a present for my then Chinese girlfriend’s parents. I was banking on calendars as a rather safe present that everyone can use, and I thought Chinese are especially charmed by practical things. They can also be very straightforward in their communication, saying what they think, which no one feels is strange, nor do they react very much to it. Sure enough, the first thing my girlfriend’s mother said when I gave it to her was: “Well, how very fine it is, but what can I use it for? It is not a Chinese calendar1.”

It was just one of many simple episodes we encountered through the years together in which we saw the differences between Chinese and Western culture. If you are interested in how the world is, and also work in business development; you cannot avoid thinking about how Western companies can better meet the needs of Chinese consumers. As described in the opening chapter, they are an unusually large target group who has quickly come to dominate the share of visitors at many tourist destinations.

My hope with this book is to provide advice and ideas on how you can benefit from this development.

Admittedly, many of these Chinese tourists will want to have things mostly like everything at home, just like, say Swedish tourists, who insist on the Swedish coffee at ‘pig parties’ on Mallorca. Still, we would not recommend this business concept, since most Chinese tourists, like Westerners, really want a genuine and local experiences when travelling. We try to offer ideas and advice for what you can do to help them feel welcome and have an enjoyable stay.

The book concentrates on private Chinese travellers, either in groups or on their own. Anyone working with business travellers, delegations, and the meeting industry can also learn from the book to understand how to meet Chinese visitors’ needs. They are, after all, still private individuals under their suits or dresses. I have not included any listing of appropriate channels for marketing within this segment.

There are no ‘Chinese!’

A book like this is impossible to write. Trying to generalize how 1.4 billion people with widely different living conditions at home, behave as a group, is naturally impossible. There are Chinese who adopt many Western behaviours. The simple fact that there are many Chinese, can mean that when only a small portion becomes interested in something, it can quickly become a massive business opportunity for a single company or industry. While Porsche sold more of its Cayenne model in China than in any other country in the world (2018), these cars are still uncommon in the country. They did, indeed, deliver 31,456 vehicles, but considering the total population of 1,427,647,786 people say this is not very many. One-thousandth of that population buying any car comes to over 1.4 million vehicles.

In the book, we will focus on the majority of today’s population in China. A swift change of pace in the country means that some of what we write will quickly become outdated. Therefore, you can take what we relate about ‘the Chinese’ with a large pinch of salt. We are, after all, all individuals.
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1 We detail more about the Chinese calendar in the chapter ‘Culture and customs.’


Reading this book

Writing a short book on as extensive a subject matter as this is difficult. So, to make the book more easily accessible, we have divided the text into sections that are identified in various ways.

Each chapter begins by explaining WHAT is different. When a lot of things are different, we have, as you see in the table of contents, tried to concentrate on information that is most relevant for the tourism industry. After that, we attempt to explain more indepth WHY things are different. Each chapter includes ideas and advice on HOW you can use this information in your business development to earn more from Chinese tourists. We also added these kinds of ideas and advice in other places towards the end of some chapters. We hope that these examples can stimulate your creativity.

The book is written based on a role as tourism manager in Country, Inc, but in practice, no one (or everyone) has that role. What you can do will, therefore, vary depending on your specific role in the industry. Certain parts of the book are accordingly relevant for everyone working in developing tourism, while other parts are more relevant for particular businesses. If you are not interested in any specific section, feel free to skip it altogether. We have written the book as we did, because those working in promoting tourism often do so, in collaboration with private entrepreneurs. Which therefore makes having shared understanding more advantageous.

Specific industries, such as hotels, will also have their initiatives to adapt, but we believe they may still be interested in our comprehensive perspective, which we take to increase understanding of such a large target group.

Currency

The Chinese currency is called the Renminbi. It means the people’s currency and abbreviated to RMB. The international currency code is CNY, the designation for the Chinese Yuan. One Yuan corresponds to 10 Jiao or 100 fen, which is similar to other currency unit fractions.

The exchange rate to the US dollar As of May 2020 was near:
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The term yuan is used formally, but in colloquial terms, people refer to kuai, which means something like lump or chunk. This is similar to other currencies’ nicknames or informal usages like buck for the US dollar and quid for the British pound. In running text, we will generally use yuan or RMB, dollar or USD, euro or EUR, pound or GBP, and Krona. For other currencies, we will use the in-ternational currency designation as with AUD for the Australia dollar.
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1. Why should I care?

Everyone is well aware that China has had exceptional economic growth in recent decades and continues to be increasingly important to the world economy. Still, other than businesspeople, students, and delegations, Chinese travellers are relatively new in many countries. This is mainly due to the fact that tourist travel outside of China has long been legally restricted.

Chinese were first permitted to take tourist trips in 1991, and then travel outside Asia only in 1994. Getting a passport was still very difficult at that time. This included the requirement that the destination for the travel had official Approved Destination Status (ADS), that is, government authority approval. If a destination failed to obtain ADS, they were only permitted to accept delegations and business travellers, and they could not market directly to Chinese consumers. The ADS system is still in effect. In February 2003, Germany became the first EU country to be approved for Chinese tourists. Sweden received approval as a destination in September 2004 with many other European countries, including: Belgium, Cyprus, Czechia, Denmark, Estonia, Finland, France, Greece, Iceland, Ireland, Italy, Latvia, Liechtenstein, Lithuania, Luxembourg, Netherlands, Norway, Poland, Portugal, Romania, Slovenia, Slovakia, Spain, and Switzerland.

Great Britain received approval as a destination in January 2005, and the first group of 80 Chinese tourists arrived there in July 2005. These were welcomed by the Duke of York, Prince Andrew, at a ceremony held at the Tower of London. Tourist industry representatives estimated at that time that Chinese Tourists would bring in 500 million pounds by 2020.

Already by 2013, that number was exceeded, and in 2018 alone they spent 657 million pounds in the UK, which was down from 694 million the previous year1.

When in 2004, Sweden and many other countries signed ADS agreements with China, the WTO (World Tourism Organization) forecast that China would be the fourth largest outbound tourist nation in 2020 with over 100 million such tourists. As of 2007, many European cities experienced doubledigit percentage increases in total Chinese booked hotel nights. In 2011, this increase was all of 30 percent over 2010, when Europe received 3.8 million Chinese tourists. In 2018 Chinese visitors to Europe exceeded six million according to data released by the China Outbound Tourism Research Institute2.

1.1 They have been number 1 since 2012

A UNWTO report published in April 2013, noted that in 2012, China became the top country with regard to spending on foreign travel. In total, Chinese tourists spent 102 billion dollars that year – an increase of 40% over 2011 when spending was 73 billion dollars. In 2005, China was the seventh-largest outbound tourist country, but passed Italy, Japan, France, and Great Britain before 2011, and then Germany and the USA in 2012.

The China Tourist Academy forecasted that over 200 million Chinese would travel abroad in 2020. The Chinese State identified the tourism industry as a vital industry for national economic development and adopted the Outline for National Tourism and Leisure (2013-2020), in February 2013. This document included arguments for paid leave days for all employees and could be used more freely over the year to reduce the travel pressure experience during the two national holidays – for the Chinese New Year, and their National Day of the PRC. While this document refers to National, the UNWTO General Secretary commented that the strategy would surely also have a positive impact on outbound tourism. The Boston Consulting Group estimated that 25 million Chinese would take their first foreign trip each year for the next decade – which translates to 70,000 people daily, all year round.

In 2009, only 56 percent of the Chinese population had annual leave, and of these, only 2 percent travelled abroad. As much as 80 percent of these outbound trips were to neighbouring countries lasting only 0 to 3 days3.

The number of foreign trips by Chinese tourists increased 14.7 percent from 2017 to 149 million in 2018, with total spending amounting to $130 billion, marking a year-on-year increase of 13 percent.

1.2 Their buying power is growing fast

The graph below, compiled by Airbus4, shows forecast growth in the middle class to 2030. This clearly shows that by far the largest growth will occur in Asia, while they also anticipate decreases in totals in Europe and North America from 2020 to 2030. A look at the shares shows even more exciting developments. That is that the total percentage of the world population who will be able to spend between 10 and 100 dollars per day will increase from 27 percent (1,856 million of 6,900 million) in 2010 to 59 percent (4,884 of 8,300 million) by 2030. Of these 4,884 million people, some 3,228 million will be Asian, corresponding to 66 percent of the total global middle class.
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When you compare the buying power of Chinese to that of people in other countries, you should also remember that the nation has a high tolerance for allowing people to earn money on the side5. Therefore, looking at official figures may not always give a complete picture of the actual buying power many Chinese have. When in China, you often get the impression that many people are much better off in their daily lives than what public statistics indicate.

Another Boston Consulting Group report from late 2012 estimated that one-fifth of all Chinese will be well-off6 in 2020. They expect that at the time, up to 280 million Chinese will have a combined buying power totalling 31 trillion dollars. A third of these affluent people will be children and young in these well-off families, including many in China – which have been nicknamed the sugar generation there. No wonder Goldman Sachs has called Chinese millennials; the single most important demographic on the planet today. In 2017 they were behind growth in the Chinese market of 142 billion Yuan an increase of 20 percent compared to the previous year, according to a survey by Bain & Company. Millennials in China are born between 1980 and 2000. They are divided into post-80s (balinghou) and post-90s (jiulinghou), where the latter is claimed to be even more spoiled and demanding than the former. While many Western parents also feel their children are spoiled, it is worth remembering that many of the parents of Chinese millennials grew up during the Great famine (1959–1961), followed by the Cultural Revolution (1966-1976).

“GlobalData’s latest report, ‘China Wealth Management: Opportunities and Risks to 2022,’ reveals that the number of affluent individuals recorded an average annual growth rate (AAGR) of 9.2% between 2014 and 2018, rising from 28.35 million in 2014 to 40.13 million in 2018.”

At the November 2012 party congress, then-president Hu Jintao set the target to double GDP and income per capita by 2020. It was the first time income per capita was included in national growth targets for Chine, where previously, only GDP growth was identified. One important reason for this is that the national government wanted to signal that all Chinese must participate in economic growth, which would reduce tensions between different areas. This is related to a governmental shift in focus in their twelfth five-year plan (starting 2011) from export growth to private consumption – which is also benefited by growing buying power. It involved stimulated urbanization, importing consumer products, and tourism to create growth through driving private consumption.

At the Boao Forum for Asia7 in April 2013, the then-new Chinese President, Xi Jinping, said that in the next five years China would import goods valued at 10 trillion dollars, invest over-seas for 500 billion dollars and that the number of outbound tourists from China would exceed 400 million.

1.3 Others have already invested

Even though the change in Chinese tourism has occurred in a short period, many other countries and cities have noticed the phenomenon, and are trying to attract their share. The survey, research, and media specialists Skift, who highlight changes in the travel industry, found in 2013 that over 30 countries were working to attract more Chinese tourists. This included European countries like Cyprus, Denmark, France, Greece, Great Britain, Czechia, and Germany. As we point out further in this book, many more countries are investing in attracting more Chinese tourists. To promote their destinations, they are working to facilitate visa applications, attracting delegation trips, and running marketing campaigns.

The British Department for Culture, Media, and Sport8 announced in August 2012 a planned investment of eight million pounds for marketing specifically to China. Their stated ambition was to double the number of Chinese tourists by 2015, increase tourism revenues by 500 million pounds, and create more than 14,000 new jobs. This investment is in addition to the 100 million pounds9 VisitBritain already had budgeted for a four year period, and also in addition to the largest campaign ever implemented coving 14 cities including Beijing and Shanghai in China. This campaign, named GREAT was originally budgeted at 25 million pounds.
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Foto: VisitBritain

The British were possibly encouraged by their successful investments in the 2012 London Olympic Games, where Chinese tourists were found thave spent more than any others. VisitBritain’s long-term goals were to increase the number of Chinese visitors by 233,000, or 156 percent, from the 150,000 who came in 2011 to 382,000 annual visitors by 2020.

Scandinavian initiatives include a collaboration between Gothenburg, Stockholm, Helsinki, and Copenhagen entitles China-via. Then, the promoters of this campaign to increase Chinese tourism in Scandinavia stated in their January 2013 report that this was a must-in, effort for all these countries.

So many have already invested a lot, is not surprising, if you consider the share of employment held by the tourism industry and its contribution to growth. The UNWTO has found that the industry represents nine percent of the world’s GDP, six percent of global trade, and one in eleven jobs.

With this, we have presented only a few examples of how others have invested in Chinese tourists, but the rest of this book will contain more examples of what specific countries, cities, or companies have done to gain a toehold in this massive new business opportunity. The only exception seems to be Taiwan (The Republic of China), which implemented restrictions in 2008 as to the total number of tourists permitted after having opened up for mainland Chinese previously.

1.4 But they spend less!

From this background, you could think it is evident that substantial investment in attracting Chinese tourists to your country, city, or business is the right thing to do. Unfortunately, things are not that simple. A survey conducted by the Nordic marketing effort Chinavia, presented in January 2013 found that tourism promotion organisations have a greater interest in Chinese tourists than do industry companies, such as hotels, attractions, restaurants, and stores. The report pointed out the problems this may bring since activities promoting tourism are often co-financed by the industry. That stakeholders have differing views of how interesting the Chinese are to attract is likely rooted in the fact that they approach the target group from entirely different directions. Countries, regions, and cities calculate the number of Chinese tourists and how much they spend as a total or on average. Industry participants see tourists as individuals, so even if the total buying power of all Chinese tourists are high, there remain significant differences in how they allocate their money compared to others. Generally, they spend a relatively small proportion of their budget on flights, hotels, and restaurants, but significantly more on shopping. The latter is primarily for luxury items from hot brands. As reported by Global Blue, Chinese tourist VAT refunds are 60 to 70 percent for luxury items.
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The Singapore Tourism Board also published a report covering the share of spending visitors made in various categories in Singapore during the first six months of 201810. Worth noting is that the largest category (Sightseeing, Entertainment, and Gaming) is missing due to the commercial sensitivity of the information. These other four showed the following.
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This summary covers the ten countries that had the most visitors. The Chinese spent 51 percent on shopping, whereby they were the group for which this was the largest share of their travel budget. On the other hand, they were last in all the other tables. For example, they paid only 6% of their budgets on food and drink, despite plenty of Chinese restaurants in Singapore. Some studies present the share of travel budget allocated to shopping as being between 60 and 70 percent.

A different study run by hotels.com found that Chinese were those who paid the lowest prices for their hotel rooms in over half the respondent countries.

Making money on Chinese tourists is therefore seen as a huge challenge for the tourism industry, not attracting them at all. To do this, you must know so much more about what they want to have and how they want to get it. Therefore, this is not about those who invest most time and money to attract Chinese to their business also make the most. This more involves adapting, and collaboration – or as stated by Charles Darwin:

“In the long history of humankind (and animal kind, too) those who learned to collaborate and improvise most effectively have prevailed.”

This is what our book wants to convey in as simple terms as possible: To explain how Chinese tourist function and how you can make money on them. We write with a deep, inner, and possibly naive hope that we can contribute to greater understanding.

1.5 The alternative is unnecessary conflicts

The Opium Wars of the 1800s were the result of the West failing to find something the Chinese wanted to buy. A similar imbalance has arisen between the West and China in recent years. To address domestic opinion expressed by higher numbers of voters who have lost their manufacturing jobs, Western policymakers regularly respond with punitive import duties and other trade barriers for Chinese goods. This while the west is flooded by Chinese consumers’ growing buying power. These are met by an industry that often feels the same frustration as Lord George Macartney experienced when he visited the Chinese imperial court in 1793 to sell Western goods. He was told: Thank you but you have nothing we want to buy.

This frustration leads to the Opium Wars then. Today, it causes Chinese tourists to be poorly treated at times. Or a failure to meet their needs - something as basic as failing to offer food they like.

As shown by a hotel manager in the Maldives, you do not help by becoming angry when they choose to use the hotel room kettle to boil instant noodles. His solution was to remove all the room kettles, and mock his Chinese guests by loudly telling his staff that the international country designation for China, CN, really meant Cup Noodle. He did not achieve higher customer numbers, but rather an enormous social media protest by the Chinese, and a boycott of the hotel as a destination.

The ‘The Economist’ describes the European attitudes, as follows:

The European travel industry uses the sniffy phrase “sleep cheap, shop expensive” to describe Chinese visitors. Chinese tour operators are notorious for bargaining down travel and hotel costs.

Rather than repeating the errors of history and get angry when you do not understand, providers should take advantage of the unique opportunity presented by the vast volumes of affluent Chinese tourists. The simplest way forward for this is following basic market economics. Understand your customer’s needs and offer to fulfil that need. Simply sell what the customer wants to buy, and not what you want to sell.
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1 https://www.visitbritain.org/sites/default/files/vb-corporate/markets/visitbritain_marketprofile_china_2019_0.pdf

2 https://hotelandtourismonline.com/2019/08/27/major-new-report-released-on-chinese-tourism-in-europe/

3 Based on facts reported by the Brookings Institution and Global Insight.

4 Source: https://www.globaldata.com/affluent-population-in-china-to-surpass-56-million-mark-in-2022-says-globaldata/

5 Read more on this in the chapter ‘Politics.’

6 The report defines ‘well-off’ as we use here as ‘Affluent’ describing people with incomes higher than middle class, but lower than the super-rich.

7 An Asian version of the World Economic Forum in Davos.

8 Department for Culture, Media & Sport (DCMS).

9 Co-financed by several industry stakeholders.

10 https://www.stb.gov.sg/content/dam/stb/documents/statistics-marketing-insights/Quarterly-Tourism-Performance-Report/STB%20Q2%202019_FINAL.pdf
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