
POINTS TO NOTE
• Attracting tourists is an increasingly 

important part of states’ “soft power” 
initiatives.

• Japan is very successful in promoting 
its culture overseas, especial ly 
through anime content.

• Young people in Hong Kong who 
consume lots of anime are more 
likely to travel to Japan.

• Japan could introduce measures 
to encourage high levels of anime 
consumption overseas to further 
stimulate tourism to Japan.

Restauranteurs will for the first 
t ime have  a  h igh ly  accura te 
way to measure their financial 
constraints, thanks to a pioneering 
index recently developed by the 
SHTM’s Dr Sung Gyun Mun and 
his co-researcher. Although the 
restaurant industry is a vital driver 
of economic growth around the 
globe, restaurant firms are still 
subject to financial constraints that 
can pose a severe threat to their 
survival. Until now, little effort has 
been made to explore the financial 
p ressure  fac ing  f i rms in  the 
specific context of the restaurant 
industry. In their ground-breaking 
new study, the researchers offer 
restaurant managers a unique tool 
for measuring and mitigating these 
constraints, based on the financial 
and operational characteristics of 
the restaurants themselves.

Growth Brings 
Challenges

T h e  r e s t a u r a n t  s e c t o r  i s 
experiencing phenomenal growth. 
In the US alone, the number of 
restaurant employees has reached 
14.4 million, representing 10% of 
all US workers. Americans today 
are spending close to half of their 
food budget on eating out, and this 
trend shows no sign of slowing 
down. Restaurant sales are just 
as positive in Europe and Asia, 
where hospitality is a key driver 
of job creation and thus economic 
growth.

N e v e r t h e l e s s ,  c h a l l e n g e s 
abound. Despi te the sector ’s 
p r o g r e s s ,  t h e  r e s e a r c h e r s 
no te ,  “ r e s t au ran t  manage r s 
a r e  n o t  f r e e  f r o m  b u s i n e s s 
obs tac les ,  such  as  f inanc ia l 

di f f icul t ies,  pol icy instabi l i ty, 
severe market competition and 
a lack of resources, knowledge 
o r  c o m p e t e n c e ” .  F i n a n c i a l 
constra ints  pose a par t icu lar 
threat to businesses’ survival and 
success. During the 2008 financial 
crisis, for example, financially 
constrained US firms were forced 
to cancel their investments and 
even to sell profitable assets to 
secure cash. This dramatically 
reduced employment, technology 
expenditure and capital investment, 
with devastating consequences for 
the US economy.

C l e a r l y ,  g i v e n  t h e  m a j o r 
contribution made by the restaurant 
sector to economies worldwide, it 
is vital to help restaurant managers 
accurately identify the financial 
constraints facing their businesses. 
This will enable them not only 
to avoid f inancial r isks in the 
short term, but also to promote 
sustainable business growth in the 
long run. However, research in this 
area is surprisingly scarce. “Only 
a few studies have investigated 
financial constraints in hospitality 
academia”, write the researchers. 
To make matters worse, previous 
s tud i e s  have  t ended  to  use 
roundabout ways of measuring 
f inancial  constraints, as such 
constraints are not always directly 
observable.

Restaurants Under 
Pressure

Recognising the urgent need to 
directly measure the f inancial 
constraints faced by the restaurant 
sector, the researchers set out 
to develop “a new index that 
could reflect restaurant f irms’ 

u n i q u e  f i n a n c i a l  c o n s t r a i n t 
characteristics”. The best way 
to do this, they decided, was to 
investigate the particular strengths 
and weaknesses of restaurant 
firms. Any truly effective index of 
financial constraints would need 
to accommodate multiple criteria, 
improving on the single-criterion 
measures used in previous studies.

The researchers’ first task was to 
thoroughly review the literature 
to identify “the most distinctive 
features of financially constrained 
firms” in the restaurant industry. 
S ix  important  character is t ics 
emerged. The first was operating 
profit. They hypothesised that the 
more profit a restaurant makes 
f rom i ts  operat ions,  the less 
financially constrained it will be. 
Other positive features were asset 
tangibility – the number of physical 
assets a restaurant possesses – 
and employee number, because 
the restaurant industry is labour-
intensive and “salary expenses 
account for a significant portion 
of overall operating costs”. Pulling 
this information together, the 
researchers hypothesised that 
restaurants with higher profits, 
more tangible assets (such as 
property) and more staff suffer 
from fewer financial constraints.

On the other side, the researchers 
identified three characteristics of 
restaurant firms likely to increase 
their financial constraints. The 
first was accounts payable, the 
money owed by a restaurant to 
its suppliers. Another important 
debt-related variable was financial 
leverage, or a restaurant’s ability 
to use its debt to acquire more 
assets. Finally, the researchers 
observed that selling assets “could 
be a financing source of last resort 

Food for Thought for the 
World’s Restauranteurs

equivalent to about 29% of the 
region’s total population, visited 
Japan. Many of these visitors were 
members of Generation Y and 
anime enthusiasts, passionate 
about the medium’s “complex 
storylines and engagement with 
often profound themes of human 
existence”.

It may seem no great leap to 
assume that anime consumption 
actually motivates young people 
in Hong Kong to travel to Japan. 
Surprisingly, however, very little 
empirical research has investigated 
the relationship between this pop 
culture medium and Generation 
Y’s actual travel intentions and 
behav iour .  Recogn is ing  tha t 
such insights “would be useful 
t o  des t i na t i on  managemen t 
and marketing organizations, as 
well as broader soft power pop 
culture promotion initiatives”, the 
researchers set out to fill this gap.

Anime Fans

To explore the real travel behaviour 
of  Hong Kong’s  vast  pool  of 
young anime consumers, the 
researchers set out to survey 
Hong Kong citizens born between 
1981 and 2002 who had watched 
anime at some point in their lives. 
These members of Generation Y 
completed a questionnaire at two 
large anime-related events, Comic 
World Hong Kong and C3 in Hong 
Kong.

U l t ima t e l y ,  t he  r e sea r che r s 
were able to collect information 
on  an ime  consumpt ion  and 
motivation to visit Japan from 208 
members of Generation Y. The 
composition of the sample was 
itself interesting. A slight majority 
of the respondents were female, 
which, the researchers suggest, 
may ref lect the recent r ise of 
“female-centered narratives” in 
Asian manga. More of the female 
respondents had visited Japan than 
their male counterparts, but the 
male respondents generally tended 
to watch more anime than females.

Anime and Travel
Analysing the survey’s results, the 
researchers found that they “affirm 
earlier findings that those who 
consume anime are motivated 
to travel to Japan and possess a 
positive image of the destination”. 
Indeed,  “animat ion” was the 
respondents’ top reason for visiting 
Japan (to attend anime-related 
events, for example).

However, the picture is a little 
m o r e  c o m p l i c a t e d ,  a s  t h e 
researchers note that “this positive 
effect is dependent upon, and 
somewhat proportional to, the 
extent of one’s involvement with 
anime in terms of time spent”. 
They found that viewers classified 
as enthusiastic  (who watched 
Japanese anime for three or more 
hours per week) exhibited a very 
strong desire to attend anime-
related events/attractions and visit 
Japan as an anime destination. 
However, the researchers warn 
that “merely casual engagement 
with the medium is not sufficient to 
influence such a desire”.

This f inding has far-reaching 
imp l i ca t i ons  fo r  des t ina t ion 
m a r k e t i n g  o r g a n i s a t i o n s 
(DMOs), policy makers and even 
governments, say the researchers, 
as it shows that “measures that 
promote increased consumption 
of anime, as an instrument of 
Japanese soft power, could indeed 
play a role in motivating youth to 
desire to visit Japan”. DMOs should 
aim to develop “anime products 
and events that meet the unique 
needs and preferences of different 
groups of anime fans, constituting 
d i f f e r e n t  p o t e n t i a l  t o u r i s m 
subniches”.

The researchers add that young 
people with less interest in anime 
may be deterred by their parents 
and teachers, many of whom 
d isapprove o f  an ime’s  o f ten 
sexualised portrayals of romance. 
Perhaps, then, Japanese DMOs 
might  a lso cons ider  ways of 
promoting a more wholesome 
image of the medium among 

members of Hong Kong’s older 
generation to help maintain and 
grow this invaluable source market 
for tourism.

Beyond Japan

Th i s  s tudy  o f f e r s  a  s t r i k i ng 
demonstrat ion of  how travel 
motivation can be understood 
within the dynamics of soft power 
and provides the first empirical 
segmentation of anime consumers 
tha t  l i nks  deg rees  o f  an ime 
involvement with motivation to 
travel. “As competition among 
tourism destinations increases 
in the Asia-Pacific region”, note 
the researchers, “understanding 
these nuances can provide a 
valuable marketing advantage”. 
But the implications extend beyond 
tourism to geopolitics, and from 
Japan to the global stage, as any 
country that wields soft power 
has a better chance of attracting 
investment, exporting its products 
and getting its own way in foreign 
policy.
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Anime, Soft Power and Hong 
Kong Generat ion Y Trave l 
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As China and its hotel industry gain 
prominence on the global stage, 
more and more foreign investors 
are turning their attention to this 
huge and extremely promising 
market. Chinese hotels are in 
desperate need of strategies to 
compete with the high-quality 
service and facilities offered by 
Western hotel chains. Thanks to a 
pioneering study by the SHTM’s Dr 
Markus Schuckert, Professor Rob 
Law and their co-authors, they now 
have the perfect solution. Based on 
painstaking analysis of a huge new 
dataset of TripAdvisor reviews, the 
researchers show Chinese hotel 
managers exactly how their hotels 
are falling short of international 
standards, and what they can do to 
close the gap.

Fierce Competition

Ch ina ’ s  t ou r i sm i ndus t r y  i s 
flourishing. The researchers note 
that the last few decades have 
seen not only rocketing demand, 
with inbound tourism increasing 
by 75 times since 1978, but also 
rapid growth in supply. In 2013, 
there were over 13,000 star-rated 
hotels in China, compared with 
fewer than 3,000 in 1994, and 
this figure continues to rise. Yet, 
domestic hotel companies are 
not the only beneficiaries. As the 
tourism industry becomes an ever 
more important driver of economic 
growth, its success spells good 
news for China as a whole.

However, the researchers are 
careful  to point  out  that  th is 
phenomenal progress inevitably 
brings challenges. Chinese hotels 
still lag behind those in developed 
countries in the West. “Since the 
1980s”, they write, “the Chinese 
hospital i ty industry has been 
suf fe r ing  f rom overcapac i ty , 

quality issues, low efficiency and 
decreasing operational scale”.

Foreign hotel companies have 
been quick to fill this gap, bringing 
their flagship brands to China to 
deliver the high-quality amenities 
and excellent service demanded by 
foreign tourists and, increasingly, 
by Chinese consumers themselves. 
Competition is particularly fierce 
i n  t h e  l u x u r y  s e g m e n t ,  t h e 
researchers comment,  where 
Chinese hotel companies are being 
edged out by international brands 
such as Marriott, Hyatt and the 
InterContinental Hotels Group.

Differences in Quality

To make matters worse, the gap 
in quality between domestic and 
international hotels is increasingly 
visible with the rise of social media 
and e-commerce. According to 
the researchers, dissatisfied guests 
can now post reviews, photos and 
even videos showing exactly how 
and why Chinese hotels are failing 
to live up to expectations. Service, 
property maintenance, reservations 
and sanitation are all in need of 
attention.

“It is vital”, stress the researchers, 
“ for domest ic Chinese hotels 
to detect and eliminate gaps in 
hardware and/or service quality 
between themselves and foreign 
competitors”. Only then will they 
be equipped to meet the rising 
expectations of local consumers as 
well as foreign tourists.

A Way Forward

In today’s era of e-commerce, the 
researchers tell us, the best – and 
cheapest – way for hotels to identify 

and address their shortcomings 
i s  through on l ine  reputa t ion 
management. By responding in 
a timely and conciliatory way to 
guest complaints on TripAdvisor, 
f o r  examp le ,  manage r s  can 
improve “consumer satisfaction, 
hotel ratings, the volume of positive 
reviews, and hotel performance”.

Yet here, too, Chinese firms are at 
a disadvantage. Due to “a lack of 
budget, training, and technology 
as wel l  as prevai l ing cul tural 
factors”, explain the researchers, 
“local Chinese hotel managers are 
less likely to use such strategies 
than managers of global hotel 
chains”. For example, they may 
be  inexper ienced  in  dea l ing 
with complaints due to China’s 
collectivist culture, which makes 
guests “more likely to control their 
emotions and save face for others”.

Still, most studies of the service-
quality gap in China’s hotel sector 
have paid little attention to such 
d i f f e r ences  i n  managemen t 
response s t ra teg ies  between 
hotel types. And neither have 
they attempted to analyse online 
ratings, despite the overwhelming 
popularity of online booking in 
today’s ultra-connected age. The 
researchers knew that to help 
Chinese hotel firms meet guests’ 
expectations and compete with 
foreign brands in the future, they 
would need to break new ground.

Cutting-edge Dataset

As “one of the world’s largest travel 
sites”, TripAdvisor (and its official 
Chinese website DaoDao) offered 
the researchers the ideal setting to 
gather a comprehensive and novel 
set of online reviews on domestic 
and international hotels in China. 
They collected 84,997 reviews on 

Making China’s Hotels Greatfor firms with financial difficulties”. 
They thus proposed that “as a 
restaurant firm’s sale of fixed assets 
increases, it is more likely to be 
financially constrained”.

Real Restaurants

Having identified these potential 
ind ica tors  of  f i rms’  f inanc ia l 
constraints, the researchers needed 
to test their hypotheses with real 
data from the restaurant industry. 
In the US,  job growth in the 
restaurant industry has outpaced 
the average, and restaurant firms 
continue to be among the key 
economic drivers through job 
creation. The US was thus the 
ideal setting to investigate real 
res taurants .  The researchers 
selected more than 4,000 US 
restaurants for analysis and tracked 
their performance over half a 
century, from 1963 to 2014.

To find out which characteristics of 
restaurants make them particularly 
vulnerable to financial pressure, 
the researchers first divided the 
restaurants into two groups – more 
and less financially constrained 
than  the  indus t ry  average  – 
to examine the s ix proposed 
indicators. To ensure that their 
model was as strong as possible, 
they also included several criteria 
used in past studies to measure 
financial constraints.

The next step was perhaps the 
most important of all. “When a 
new index is developed”, the 
researchers observe, “it also needs 
to be validated”. Not only was 
the index found to be suitable for 
restaurant firms, but compared 
with previous indexes, it also 
“bet ter  re f lec ts  convent iona l 
business characteristics in the 
restaurant industry”.

Pioneering Index

A series of rigorous statistical 
analyses yielded critical insights 
into the factors predicting financial 
const ra ints  in  the res taurant 
industry.

An important early finding was that 
the money a restaurant owes to 
its suppliers does not significantly 
affect the restaurant’s likelihood 
of being financially constrained. 
Therefore, this variable could be 
excluded from the analysis. The 
other five indicators, however, 
were just as important as predicted.  
In sum, the researchers reveal, “a 
restaurant firm’s operating profit, 
financial leverage, asset tangibility, 
sale of fixed assets and percentage 
change in number of employees 
are critical indicators for identifying 
financial constraints”.

Th is  nove l  index prov ides  a 
practical and readily adjustable 
method of assessing the financial 
constraints faced by any restaurant, 
as it is tai lored to the unique 
characteristics of the restaurant 
industry. That is not only a ground-
breaking departure from past 
research, but is also practically 
meaningfu l .  “An appropr ia te 
understanding of a firm’s level of 
financial constraint”, explain the 
researchers, will help restaurant 
managers both avoid short-term 
budgetary risks and capitalise on 
opportunities for long-term growth.

Using this important new tool, 
explain the researchers, “restaurant 
firms’ financial constraints can be 
estimated with more accuracy, 
and thus, actions taken to address 
financial constraints can be more 
effective”. Imagine a restaurant 
under severe financial constraints 
– that is, scoring high in the new 
index. To overcome this weakness, 
the index tells us, the restaurant’s 
manager need merely focus on 
securing and retaining liquid assets 
(such as cash) rather than fixed 
assets (such as property) to avoid 
unexpected cash shortfalls.

Future Potential

As i f  these f indings were not 
promising enough, the index can 
be readily extended to hotels and 
other tourism businesses. Although 
external financing is critical to the 
operation of most hotels, note the 
researchers, studies to date have 
neglected the effects of financial 
constraints on hotel performance. 
Their newly developed index offers 
the perfect solution, benefiting not 
only restaurants and hotels but 
also their myriad stakeholders. 
T h o s e  w a n t i n g  t o  i n v e s t  i n 
restaurant and hotel firms will 
now have a highly accurate way of 
establishing credit policies. Given 
the major contribution made by 
the hospitality sector to economies 
across the world, the implications 
are far-reaching.

POINTS TO NOTE

• Restaurants make vital contributions 
to job creation and economic growth 
worldwide.

• Restaurant firms are subject to 
financial constraints that threaten 
their survival and success.

• The researchers developed a highly 
accurate  index measur ing the 
financial constraints of restaurant 
firms.

• The index will help restaurants avoid 
financial risks and secure sustainable 
growth.

Sung Gyun Mun and SooCheong 
( S h a w n )  J a n g .  ( 2 0 1 9 ) . 
“Indicating Restaurant Firms’ 
Financial Constraints: A New 
Composite Index”. International 
J ou rna l  o f  Con tempora ry 
Hospitality Management, Vol. 
31, Issue 4, pp. 2014-2031.

IV V

Research Horizons    |    Volume 14 Issue 1  |  February 2020Research Horizons    |    Volume 14 Issue 1  |  February 2020




