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Abstract. In recent years, with the economic recovery and the booming tourism
industry, China's mid-to-high-end hotel market has shown strong growth. This
paper takes Atour Hotel as an example to analyze the evolution of domestic mid-
to-high-end hotel market strategies. Through differentiated brand positioning,
digital transformation, innovative leasing model and "hotel +" diversified service
model, Atour successfully stands out in the competitive market. This paper ana-
lyzes Atour's success experience from the external environment and internal
competitive advantages, and discusses the opportunities and challenges for its
future development by combining different models. Atour's rapid expansion
through an asset-light model while enhancing customer stickiness through inno-
vative services combining culture and socialization provides a unique demonstra-
tion of market strategy for the mid-to-high-end hotel industry. The case study
points out that the future success of mid-to-high-end hotels depends not only on
the quality of accommodation services, but also on how to satisfy the personal-
ized needs of modern consumers through diversified services.
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1 Introduction

1.1  Background Introduction

With the rapid development of the global economy and the improvement of people's
living standards, the tourism and hotel industry has ushered in unprecedented develop-
ment opportunities. However, at the same time, in the context of the global economic
shock, the competition in the hotel industry has become increasingly fierce, and the
trend of diversification and personalization of market demand is obvious. Consumers'
rising demand for hotel service quality, innovative experiences and personalized needs
have prompted the hotel industry to undergo continuous transformation and upgrading.

China's tourism industry has recovered rapidly and flourished after the epidemic,
especially in the mid- to high-end hotel market, where competition is fierce, with more
than 500 new mid- to high-end hotels and more than 70,000 rooms to be opened as
recently as 2023. against this backdrop, the mid- to high-end hotel market is
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characterized by obvious diversification and brand competition, with major brands
launching new competitive market strategies to compete for market share and enhance
brand image. The major brands have launched new market competition strategies to
compete for market share and enhance brand image. As a leader in the industry, Atour
and other well-known domestic mid- to high-end hotel brands have important reference
value for the development of the entire mid- to high-end hotel industry in terms of their
market competition strategy.

1.2 PESTLE Analysis

In order to better understand and explain the prosperity and surge of mid- to high-end
hotels after the epidemic, this paper will first take Atour as an example to carry out the
PESTLE analysis of the environment of mid- to high-end hotels and wine tourism in-
dustry.

1.2.1 Political

In terms of policies and regulations, the government's tourism and hotel management
policies, environmental protection regulations, labor laws, etc. will affect the operation
of the hotel. For example, the Chinese government's strong support for tourism pro-
motes the development of the domestic tourism market, but also requires hotel compa-
nies to strictly comply with relevant laws and regulations. For example, China's new
144h unconditional entry policy "Opinions on Further Stimulating the Consumption
Potential of Culture and Tourism" is also supportive of domestic travel.

In terms of international relations, changes in international relations may affect tour-
ism flows. For example, the trade friction between China and the United States may
have an impact on the number of American tourists traveling to China, which in turn
affects the international clientele of hotels.

1.2.2 Economic

The New Crown Epidemic had a huge impact on the global tourism industry, result-
ing in a significant decrease in the number of tourists and a decline in hotel occupancy
rates. Although the epidemic is gradually under control, the recovery of the tourism
industry still takes time and there is uncertainty in the market demand.

In addition, the popularity of mobile payment has changed consumers' payment hab-
its, with WeChat payment and Alipay becoming the main payment methods. Mean-
while, intelligent services such as self-check-in, self-check-out and smart door locks
are gradually accepted and expected by consumers.

1.2.3 Social

With the continuous development of society, people's consumption consciousness
has gradually changed. The aging of the population and the changes in the consumption
concepts of the younger generation have put forward different service requirements for
the hotel industry. The hotel industry needs to consider how to meet the needs of
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different age groups. Modern consumers pay more attention to personalization and ex-
perience, and some mid-range and high-end hotels cater to this demand through themed
rooms and intelligent services.

Contemporary travel methods are also gradually becoming more diverse. In recent
years, the rise of free travel, self-drive tours and niche tourism has prompted hotels to
provide more diversified and flexible services. Not only that, the form of accommoda-
tion has also become more diverse, not only hotels, but also B&Bs and short-term rent-
als around the world have also posed a challenge to the survival of the hotel itself.

1.2.4 Technological

Technological innovation drives hotels towards digital transformation. With the pop-
ularization of the Internet, more and more consumers book hotels through online plat-
forms. An efficient online booking system is crucial to attract and retain customers.

Meanwhile, hotels need to cooperate with major online travel platforms and channel
third parties (OTAs), and hotels need to promote their brands and attract customers
more effectively, as well as deal with the pressure of price competition from these plat-
forms.

1.2.5 Legal

With the continuous improvement of data privacy protection regulations and the
gradual electronicization of hotel customer data, the Group needs to ensure the security
of customer data to avoid legal disputes arising from data leakage. Meanwhile, in the
process of brand building and marketing, hotels also need to protect their intellectual
property rights and avoid infringing on the intellectual property rights of others.

1.2.6 Environmental

The government's environmental policy requires hotel companies to adopt environ-
mentally friendly measures in energy use and waste disposal. Hotels need to invest in
green operations and sustainable development, which will undoubtedly increase their
operating costs.

The PESTLE analysis reveals that with the gradual recovery of the economy after
the epidemic and the policy push, opportunities for the future development of hotels are
gradually emerging. For example, the quality-price ratio pursued by medium and high-
end hotels allows them to attract customers through the quality of inexpensive hotels in
the case that the economy has not yet completely recovered and the public consumption
level has not yet returned to the original level. And in the era of digital media and in-
telligent services gradually spreading, digital transformation has become a key devel-
opment trend in the hotel industry, and digital marketing will become one of the factors
for the future success of mid- to high-end hotels. In addition, creating high-quality and
unique brand services and maintaining customer loyalty will also become one of the
directions that mid-to-high-end enterprises need to work on.

In the above analysis of the environment, Atour Hotel is observed to be in a good
position as most of the factors and changes in the external environment have been han-
dled well by Atour. Moreover, Atour has shown fast and steady growth in a range of
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mid-range and high-end hotels. In addition, although the marketing strategy of Atour
Hotel has been organized and summarized, there are few analyses and studies on the
policy as a whole, so this paper will look at the effectiveness of its policy from both
theoretical and practical perspectives.

2 Atour's Operation Strategy

2.1 Basic Introduction of Atour Hotel

As of December 31, 2023, Atour Hotels operates 1,210 hotels with 137,921 rooms na-
tionwide. In addition, Yado Hotels is developing 617 hotels under the franchise man-
agement model. These hotels are mainly located in major cities and second and third
tier cities in China, rapidly expanding their network through an asset-light model [1].

Also of interest is Atour's young, loyal and growing customer base. 24.3% of Atour's
customers were under the age of 30 in 2020, and 45.8% were between the ages of 30
and 40. in 2020, customers under the age of 30 contributed 35.0% of its total transaction
value. These data indicate that the main customer groups of Atour Hotel are young and
middle-aged consumers, which has an important impact on its market positioning and
marketing strategy [2].

2.2 Porter's Five Forces Analysis

It can be seen that Atour, as a fresh force in the middle and high-end hotel industry, has
unlimited potential. However, before exploring the specific marketing core of Atour
Hotel in depth, it is necessary to now make a comprehensive judgment on its position
in the industry.

A Porter's Five Forces analysis of Atour Hotels can help provide insight into its
competitive position and influencing factors in the industry. The following is a five
forces analysis of Atour Hotel:

2.2.1 Threat of Existing Competitors (Industry Rivalry)

In terms of high competitive pressure, the mid-to-high-end hotel market is highly
competitive, including domestic and international brands such as Huazhu Group, Jin-
jiang Hotel, Ru Jia, and international hotel chains such as Hilton and Marriott. These
hotel brands have strong competitiveness in terms of resources, network and brand
awareness

Also in terms of differentiation strategy, Atour has established its differentiation in
the market through its unique cultural themes (e.g. reading and humanities themed ho-
tels) and quality services. However, this requires constant brand maintenance and in-
novation to meet the challenges from other mid-to-high-end hotels.

2.2.2 Threat of New Entrants
High Barriers to Entry: The barriers to entry in the hotel industry are relatively high,
especially in the mid-to-high-end market. Establishing a successful hotel brand requires



Analyzing the Market Strategy of Domestic Middle and High-end 423

substantial capital investment and a long payback period. In addition, the management
experience and brand building required to operate a hotel limits the entry of new en-
trants

Brand loyalty: Atour enhances customer stickiness through its membership pro-
grams (e.g., A-Card), which makes it difficult for new entrants to attract Atour's loyal
customers, further raising barriers to entry

2.2.3 Threat of Substitutes

Threat of Substitutes is low: There are few direct substitutes in the hospitality indus-
try, especially in the mid-to-high end market. While short-term rental platforms such
as Airbnb are attractive to some travelers, such substitutes pose a relatively low threat
to its core customer base as Atour focuses on providing consistency, reliability, and
differentiated experiences.

2.2.4 Bargaining Power of Suppliers (BPS)

Bargaining power of suppliers is average: the hotel industry has a high reliance on
its supply chain, including furniture, food, and daily necessities. Through its scale and
procurement platform, Atour may obtain better negotiation terms in the supply chain
and reduce the bargaining power of individual suppliers

2.2.5 Bargaining Power of Buyers (Bargaining Power of Buyers)

Higher Bargaining Power of Buyers: With the popularity of online travel agency
(OTA) platforms, consumers can easily compare the prices and services of different
hotels, increasing the bargaining power of buyers. Especially the young customer group
is more focused on cost-effectiveness, which makes Atour need to stay competitive in
terms of price and service [3].

From the existing five forces analysis, the core purpose of Atour's marketing is to
ensure that other capabilities at the same time to improve consumer acceptance of their
own pricing, for this purpose Atour pursuit of quality-price ratio, in order to achieve
the purpose of the four main means, namely “hotel +” services, digitalization and new
business models. In the next section, the above factors will be analyzed more specifi-
cally.

2.3  Digitalization

In recent years, a large number of companies have embarked on digital transformation,
with a particular focus on improving the customer experience through digital value cre-
ation, delivery and capture. As a result, digital marketing has become a pillar of the
contemporary business environment. Statistics show that over 70% of marketers be-
lieve that traditional marketing is ineffective. As a result, a more advanced approach to
online digital marketing has been closely linked to increasing levels of customer satis-
faction, more effective strategies, optimal resource allocation and better campaign re-
sponsiveness.
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As a result, the hotel industry is also actively revolutionizing its digital technology.
Through digital technology, hotels are able to manage their resources more efficiently,
improve operational efficiency, optimize customer experience and enhance market
competitiveness. Statistics show that more than 75% of hospitality executives believe
that digital transformation is crucial to improving customer satisfaction and business
growth. Traditional hotel marketing models have been gradually phased out and re-
placed by digital marketing strategies that include online booking, social media promo-
tion, data analytics and personalized services.

As a leading mid-to-high-end hotel brand in China, Atour Hotels has excelled in
digital transformation.

2.3.1. Social Media and Content Marketing:

Atour Hotel carries out brand promotion and customer interaction through social
media platforms, such as WeChat, Weibo and Tiktok. By posting high-quality content,
Atour attracts a large number of followers and communicates directly with customers
through these platforms to enhance customer engagement and satisfaction.

2.3.2. Mobile Application and Online Booking:

Atour Hotel has developed its own mobile application to provide convenient online
booking, member services and personalized recommendations. Customers can easily
book rooms, view hotel facilities and get the latest offers through the app, thus enhanc-
ing the booking service.

2.3.3. Digitalization and Intelligent Services

Atour Hotel has also introduced digital and intelligent services. Through the Atour
App, guests can complete self-service check-in, check-out, room control and other op-
erations. In addition, Atour has also introduced robotic delivery services, etc., further
enhancing customer convenience and experience

With its advanced digital marketing strategies and technological innovations, Atour
Hotel has enhanced its customer experience and market competitiveness. From social
media promotion to intelligent services, Atour not only enhanced customer interaction
through online platforms, but also optimized the booking process and check-in experi-
ence with mobile applications and self-service. The successful application of digital
technology not only enhanced customer satisfaction but also gained more business
growth opportunities.

2.4  New Leasing Methods

In addition to being at the forefront of the digital transformation of hotels, Atour Hotels
has taken a relatively new approach to hotel land leasing.

While a large initial investment is a relatively thick barrier for the hotel industry, on
the other hand it cannot be ignored that in the hospitality industry, the initial investment
in fixed assets is usually one of the biggest challenges that companies face. Fixed assets
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in hotels include land, buildings, interiors, furniture and equipment, which are high cost
capital expenditures. Hotel construction requires huge amounts of capital, especially in
first-tier cities and popular tourist areas where land prices and construction costs are
extremely expensive. According to data, construction and renovation costs account for
more than 70% of the total investment in high-end hotel projects. Furthermore, the hotel
industry is a capital-intensive industry with a long payback cycle. Generally speaking,
the payback period of a hotel project ranges from 8 to 12 years, depending on market
conditions and hotel type. Some studies have shown that the cash flow of hotels is usu-
ally low during the initial period of operation and it takes several years to achieve break-
even. As a result, the initial return on investment in fixed assets is slower.

Therefore, in today's fast-changing market environment, the traditional investment
model for mid- to high-end hotels is not well adapted to the market changes

Therefore, Atour has made changes to the original investment model, and can see
that its business model has changed to be more inclined to leasing real estate rather than
owning real estate, and has also made a business model more similar to that of the
restaurant industry.

When combining the specific practices of Atour Hotel for SWOT analysis, it can be
seen that its business model has made a balance between leasing real estate and owning
real estate:

2.4.1 Advantages

An important advantage of its business model is the flexibility of leasing real estate.
Atour Hotel adopts an asset-light model, operating its hotels mainly through leasing
properties. This enables it to expand more rapidly, especially in Tier 1 and Tier 2 cities.
The asset-light model reduces the huge initial capital outlay, enabling Atour to enter
new markets more flexibly and adjust its strategy quickly when market demand changes

2.4.2 Disadvantages

However, such a business model also has certain disadvantages. Although leasing a
property reduces the initial investment, long-term rental payments may lead to an in-
crease in total costs as rents rise. In addition, the expiration of the lease contract may
face non-renewal of the lease by the landlord or an increase in rent, limiting Atour's
complete control over the property.

As well as such control of assets being limited, leasing a property restricts Atour's
ability to renovate and invest in the property over the long term, and does not allow it
the flexibility to upgrade facilities to remain competitive as it would with a self-owned

property.

2.4.3 Opportunities

Through the leasing model, Atour can rapidly expand its hotel network, especially
in second- and third-tier cities, where the growth of tourism and business activities pro-
vides Atour with new development opportunities.
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2.4.4 Threats

Less investment in fixed assets means that Atour is more reliant on the rental market,
so economic fluctuations or epidemics may have a greater impact on its business. In
addition, rent increases and changes in property owners' decisions may increase opera-
tional risk.

Meanwhile, as competition in the mid-to-high-end market intensifies, Atour needs
to continuously invest to maintain the uniqueness of its brand, which may result in
higher long-term operating costs under the leased property model.

Atour hotels have expanded rapidly through the asset-light model of leasing real
estate and have won market advantage through differentiated cultural theme position-
ing. However, this model also poses the risk of higher long-term leasing costs and lim-
ited control over assets. Going forward, Atour can respond to market volatility and
competitive pressure by further promoting digital transformation and expanding market
coverage.

2.5  Marketing Strategy for Hotel+

In addition, at a time when competition in the hotel industry is intensifying, Atour has
also provided a special answer, which is the “Hotel+” service model in addition to the
lodging business that the hotel itself can provide.

Atour's “Hotel +” service mode is a diversified service mode based on the hotel
space. By making the hotel a multi-functional and scenario-oriented living space, Atour
not only provides guests with accommodation, but also expands the functions and ex-
perience of the hotel by integrating various elements such as culture, socialization and
retailing. This service model not only enhances the customer's stay experience, but also
creates more sources of income and forms a differentiated competitive advantage [4].

2.5.1. Scenario-based Experience

Atour combines accommodation functions with diverse lifestyles by creating differ-
ent scenic experiences within its hotels. For example, many of Atour's hotels feature
reading spaces, cafes, and gyms, which not only serve the guests who stay there, but
also attract residents from the neighboring communities into the hotels for consump-
tion. Atour is committed to making the hotel space not just a place to stay but a part of
community life through scenario-based design.

2.5.2 Retail Business

Atour Hotel has transformed part of the hotel space into a retail area through the
“scenario-based retail” model. Guests can purchase hotel products during their stay,
such as Atour's own-brand toiletries, bedding, and even aromatherapy products used in
the hotel. Such a retail business not only brings additional income to Atour, but also
enhances the brand's adhesion with guests,
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2.5.3 Cultural and Social Activities

With culture and socialization as its core, Atour regularly organizes various cultural
activities in its hotels, such as book clubs, sharing sessions and art exhibitions. These
activities create more opportunities for guests to socialize and interact with each other,
and at the same time enhance the cultural atmosphere of the hotel, making it a vibrant
social platform rather than just a place to stay.

2.5.4 Membership and Community Building

Atour's “Hotel+” model is also reflected in its membership system and community
building. Atour's membership program (A-Card) not only provides guests with accom-
modation benefits, but also creates a community based on their interests and lifestyles.
By organizing various offline activities, Atour continuously strengthens the ties be-
tween members and increases brand loyalty.

Atour's “Hotel+” service approach expands the single accommodation function of
traditional hotels into a multi-functional living space through scenario-based experi-
ences, retail, cultural activities, digital services and member community building. This
innovative business model not only improves customer experience, but also creates
more revenue sources and competitive advantages for Atour.

Atour's “Hotel+” service approach improves customer experience and brand com-
petitiveness by turning the hotel into a multi-functional living space. However, this in-
novative model also poses some challenges. The following is an analysis of the ad-
vantages and disadvantages of this service approach:

2.5.4.1 Advantages.

By differentiating itself from the competition and making the hotel not only a place
not only for accommodation, but also a cultural and social space, Atour Hotel Group
has stood out in the fiercely competitive mid-to-high-end market. Its cultural themes
and scenario-based experiences provide customers with a distinctive stay experience,
and this differentiation strategy effectively enhances brand recognition and customer
loyalty . This innovative model makes Atour Hotel not only a living space, but also a
social, cultural and shopping center, which meets the demand of modern consumers for
personalized experience and enhances the uniqueness of the brand.

It also diversifies revenues through scenario-based retailing and other additional ser-
vices. Atour Hotel not only relies on lodging revenues, but also creates new sources of
income through the sale of its own-branded merchandise and the organization of cul-
tural events. This diversified revenue structure helps reduce dependence on a single
source of revenue and enhances financial stability.

Not only that, Atour has built a community based on interests and lifestyles through
cultural events, social venues and membership programs (A-Card). This community-
based customer relationship management enhances customer stickiness and brand loy-
alty. Membership and social activities not only increase the repeat occupancy rate of
customers, but also expand the brand's influence through word-of-mouth marketing and
attract more new customers.
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2.5.4.2 Weaknesses.

Although the “hotel +” model enhances customer experience, it also requires a large
investment of resources, such as designing a unique cultural scene, organizing events,
and managing retail operations. These additional services and facilities increase the op-
erating costs of the hotel. Since these additional services require extra staff, equipment
and management, the hotel's operating costs are higher than the traditional model. If the
market demand drops or the activities are not effective, these additional investments
may not yield the desired return.

At the same time, managing a multifunctional space that combines accommodation,
retail, cultural activities and digital services places higher demands on a hotel's opera-
tional capabilities. Stronger coordination and innovation skills are required from hotel
management. Diversified service models add to the complexity of management, and
hotels must ensure the smooth operation of each link, or else it could easily lead to a
degradation of the customer experience. At the same time, poor management can lead
to cost overruns and wasted resources.

While the “Hotel +” model offers consumers a variety of choices, not all customers
are interested in these additional services, especially business travelers who are looking
for a simple accommodation experience. Atour's innovative service model therefore
relies on the acceptance of its target customer base. If there is insufficient demand for
cultural activities or scenario-based retailing, these additional services may not achieve
the expected revenue goals, or may even become an operational burden.

Atour Hotel's “hotel+” service approach has established a competitive differentiation
in the mid-to-high-end market through scenario-based experiences, diversified reve-
nues and community building. However, this model also brings the risk of increased
operating costs, management complexity and market acceptance. To successfully im-
plement this model, Atour needs to find a balance between innovative services and cost
control, and continuously optimize management efficiency to ensure long-term market
competitiveness.

3 Future Development Outlook

Atour Hotel has gained a great advantage among mid- to high-end hotels through its
leading digital marketing, innovative leasing methods and quality hotel + services. Such
an innovative business model brings multiple opportunities, but is also accompanied by
potential risks:

3.1  Opportunities

3.1.1. Competitive Advantage of Differentiation

Through the “Hotel +” model, Atour Hotel has successfully established a differenti-
ated competitive advantage in the highly competitive mid-to-high-end market. Through
cultural themes and scenario-based experiences, Atour attracts young and mid-to-high-
end consumers who seek personalized experiences. This unique positioning has helped
Atour stand out in a competitive market and has helped increase brand loyalty.
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3.1.2. Diversified Revenue Streams

New revenue streams have been created through scenario-based retailing and add-
on services, reducing reliance on a single lodging revenue. This diversified revenue
structure enhances financial stability and increases lifetime value (LTV) per customer.
In addition, the expansion of the retail business enables Atour to profit from a more
diversified business model.

3.1.3. Market Expansion

Atour's asset-light model allows it to rapidly expand its network, particularly in Tier
2 and Tier 3 cities as well as in emerging markets, where the growth in tourism and
business activity provides Atour with excellent market expansion opportunities. By
leasing rather than owning properties, Atour has the flexibility to scale its operations
and quickly adapt to market changes.

3.1.4. Digital Transformation and Technological Innovation

Atour's digital management system and intelligent services, such as self-service
check-in and intelligent room management, have enhanced customer experience and
reduced operating costs. In the future, as technology continues to advance, Atour can
continue to use digital means to optimize operational efficiency and further enhance its
market competitiveness.

3.2 Potential Risks

3.2.1. Rising Operating Costs

Although the “Hotel +” model offers a diverse range of services, this model requires
significant investment in resources, including design, operation and management costs,
and ground rent costs that require ongoing investment. As the variety of services in-
creases, so do the operating costs, especially if these additional services fail to generate
the expected revenues, which will have a negative impact on overall profitability.

3.2.2. Management Complexity

Atour Hotels' diversified business model increases management complexity. Opera-
tions ranging from scenario-based retailing to cultural events require refined manage-
ment and efficient coordination. If the management is not in place, it may lead to waste
of resources, degradation of customer experience, and even affect the brand reputation.

3.2.3 Uncertainty of Market Demand

Although Atour's “Hotel+” model caters to customers seeking personalized experi-
ences, the needs of such customers may change with market trends. If there is insuffi-
cient demand for cultural events or retail services, Atour may face the risk of revenue
shortfalls. Also, the strategy of relying on a younger and mid-to-high-end customer
base may face challenges in times of economic volatility.
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3.2.4. Market Competition

The mid-to-high-end market is becoming increasingly competitive, with other do-
mestic and international hotel brands aggressively introducing innovative services, and
Atour faces pressure to maintain its differentiated positioning. If competitors are able
to offer similar or even more attractive services, Atour's market share may be threat-
ened.

4 Conclusion

Atour Hotels' innovative business model presents significant opportunities, including
brand differentiation, diversified revenue streams and market expansion. However, this
model also comes with potential risks associated with increased operating costs, in-
creased management complexity and changes in market demand. In order to maintain
a competitive edge, Atour needs to find a balance between innovation and cost control,
market expansion and risk management. With both opportunities and challenges ahead,
Atour still has a long way to go [5].
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