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Abstract 

 

The purpose of this study is to investigate whether online rating affects the firm 

performance of hotel companies in China. For the purpose of this research, the data 

consists of online customer rating data and financial data from 2013 to 2017. This 

study is a case study and five representative hotel groups were selected to do the 

research. The regression models were built up to test the relationships. Using 

various common financial ratios to measure firm performance and a large online 

rating sample from the five hotel groups in China, the research finds that online 

rating is not related to financial performance of the hotels industry in China. These 

results support part of findings from previous literature and add some findings from 

the relationship between online ratings and hotel groups in China in this kind of 

research. 
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1. Introduction 

 

The word of mouth, which is defined as a person to person communication between 

two private parties traditionally (Arndt, 1967; Anderson, 1998), performed in the new format 

through using online models in today’s era (Chatterjee, 2001), and it provides plenty of data 

and information for the companies and influences the firm performance ( Kizildag et al., 2017). 

The researches about the relationship between online reviews and firm performance began 

from testing the relationship between online reviews or ratings and online book sales. Some 

researchers find customer ratings have no relationship with bookselling, while others find that 

online reviews can drive bookselling (Chen, Wu, and Yoon, 2004; Chevalier and Mayzlin,2006; 

Hu, Koh and Reddy, 2013). Inspired from previous researches, following researchers find that 

online reviews may also influence the hotel industry (Gretzel, Ulrike, and Yoo, 2008; Pan, 

MacLaurin, and Crotts, 2007; Ye, RobLaw, and Bin, 2009). After that, researchers begin to 

test the relationship between online ratings and the sales, the RevPAR in the hotel industry and 

found that online reviews have impacts on the sales and revenues in the hotel industry (Ye, 

RobLaw, and Bin, 2009; Öğüt and Bedri, 2012; Blal and Sturman, 2014). Recently, Ding et al. 

(2017) measured Singapore hotel companies’ firm performance in detail by using different 

ratios and found similar results as those of previous studies. 

No prior study measures firm performance at corporate level. Instead, most researches 

in this field only measure the firm performance in property level, and the influence of online 

reviews should also exist on the factors in corporate level if there already have the influence 

on the factors in property level (Kizildag et al., 2017).  Besides, no prior studies have using 

hotel companies in China to test the relationship. In accordance with China Internet 

Development Report (China Central Information Office, 2017), China has more than 700 

billion online users, which ranks second in the world. Moreover, China ranks second in the 

world for travel and tourism's contribution to GDP, and first in the world for travel and 

tourism's contribution to employment (Beijing Lian Long Consulting Ltd., 2018). Therefore, 

China should not be ignored when researching the relationship between online rating and firm 

performance in the hotel industry. 

The purpose of this study is to investigate whether online rating affects the firm 

performance of hotel companies in China from the year 2013 to the year 2017. This study is a 

case study and five representative hotel groups were selected to do the research. The regression 

models were built up to test the relationships. Besides, the study also measures firm 

performance in both property level and corporate level.  

The results show that online rating has no relationship with liquidity ratio and financial 

leverage ratio, which supports the results from previous research. However, the findings also 

show that online rating has no relationship with profitability ratio and has a negative 

relationship with the asset turnover ratio. More specifically, the results indicate that high online 

rating does not mean companies have high efficiency of asset usage, which is different from 

previous research. These unexpected results may be first explained by that online rating is not 

the key factor that influence these ratios. Then, the results can be explained by that the hotel 

groups of China studied in this research gain sales not only from hotel rooms but also from 

other services and investments. 

This research contributes to the previous researches in several ways. First, this research 

measures firm performance in corporate level by adding earnings per share in the variables, 

and then the research finds that there is no relationship between online rating and earnings per 

share. The result indicates that online rating has no effects on hotel companies’ profitability in 

corporate level. Finally, this research also uses hotel companies in China as the case study, 

which is a field that is rarely studied before, and this provides more information to the future 

researches. 
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The rest of the paper is structured as follows. Section 2 reviews the literature. Section 

3 describes the research design and data. Section 4 presents the results and the discussion of 

the results are given in Section 5.  In the final section, the conclusion for this research paper is 

drawn. 

 
 

2. Literature Review 

 

2.1 Online review impact in booking sales and other products sales 
 

   Chen, Wu, and Yoon (2004) studied the impact of online reviews on booking selling at 

Amazon.com, and they found that numbers of views have positive relationship with sales since 

the more enthusiastic discussion may increase people’s curiosity and then increase the sales. 

However, they also found customer ratings of books seem to have no relationship with sales. 

Chevalier and Mayzlin (2006) did the similar research and they measured the online review on 

both Amazon.com and bn.com. Although they found most customer reviews tend to be positive, 

they stated there is no evidence to show customer reviews drive the sales. Hu, Koh, and Reddy 

(2013) examines the relationship between online ratings and sales of books from Amzon.com 

and found that ratings do not have a direct significant impact on the books’ sales, but special 

types of reviews still have an impact on the sales, especially for the most helpful and most 

recent reviews.  Ghose and Ipeirotis (2006) tested the impact of online reviews on variety of 

products, and they then concluded that online reviews have significant impacts on product sales.  

 

2.2 Online reviews impact in the hotel industry   
 

Gretzel, Ulrike &Yoo (2008) stated that searching for travel-related information has 

become one of the most popular online activities in online users, and by using the web-based 

survey, they concluded that travel reviews posted by other consumers have become a superior 

information for travel marketers. Since the Internet has become a major source to provide much 

information for travelers and tourism business transactions (Pan, MacLaurin, and Crotts, 2007), 

the influence of online WOM is directly applicable to tourism and hospitality, and online user-

generated reviews become an important source of information to travelers (Ye, RobLaw, and 

Bin, 2009).  Lu, Ye, and Law (2014) in their research began to test the relationship between 

star ratings and sales in the hotel industry. Then, they concluded that star ratings play a 

moderating role on the hotel sales, and there are more effects on hotels which have low star 

ratings compared with hotels which have high star ratings. 

 

2.3 Online reviews impact with firm performance 

 

   Ye, RobLaw & Bin (2009) measured the online rating by using the online crawler to 

collect data and stated that they got the similar results as the previous studies did, suggesting 

that online user views have an important impact on online hotel bookings. Öğüt & Bedri (2012) 

measured the online customer ratings by considering the room price, room size, and hotel stars. 

They concluded that higher customer ratings significantly increase the online sales of the hotel. 

Blal and Sturman (2014) measured the impacts of online WOM on hotel room sales and 

revenue per available rooms (RevPAR), and expressed the result that rating scores have 

impacts on RevPAR, but has little impacts on the economy and midscale segments. Moreover, 

the increasing number of reviews has negative impacts on higher-end hotels (Blal and Sturman, 

2014). Ding et al. (2017) used Singapore hotels as cases and measured their firm performance 

by using different financial ratios. They reached the conclusion that the asset management 

ratios have a positive relationship with online ratings while other ratios had fewer relationships 
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with the overall ratings. Ding et al. (2017) further concluded that hotels with a good rating will 

naturally reach more customer, which will then result in efficiency in asset usage, and 

eventually turns to high returns on assets.  

 

3. Data and Methodology 

The data includes online customer rating and financial reports. All the companies listed 

in this research are captured under group name first, and then divided into brand names if the 

hotel group has several brands. For the purpose of this research, the data consists of online 

customer rating data and financial data from 2013 to 2017. 

 

3.1 Online Rating Data 

   The online rating data were collected from Ctrip’ s database. Ctrip (www.ctrip.com) is 

the largest travel website in China, and it also has the highest view volume among the review 

websites in China (Ye, RobLaw and Bin, 2009). Ctrip has a mechanism to let customers input 

their reviews to the hotels after their stays, and only customers who have booked the hotels can 

write the reviews, which guarantee the reliability of the reviews.  

The rating scores are calculated in the following way: first, the customer rate hotel 

quality in the location, facility, service, and cleanness of the hotel rooms. The score for each 

variable can be 1,2,3,4 or 5, and the highest number means the highest satisfaction. Then the 

overall score for the hotel from a single customer is calculated by the average score of four 

variables. After that, the hotel gets its overall rating from the average scores of all customers’ 

reviews. For the hotel group which has several hotel brands, the overall rating was collected 

under each brand’s name. Then the ratings of the hotel groups were the average of their brands’ 

ratings. When collecting the online rating data, the distributions of the hotels were also 

considered in, and the data from where the hotel distributed most were collected. For example, 

Beijing Tourism Group opens more than half of their hotels in Beijing, Shanghai, Jiangsu, 

Shandong, and Zhejiang, so the online rating scores for this hotel group were collected from 

these areas. Finally, the average online rating score from all the areas was calculated out, and 

it was the final rating score for the hotel brand or the hotel group. 

 

3.2 Company Financial Data 

   All the companies selected are listed on the Shanghai Stock Exchange and Shenzhen 

Stock Exchange, which are two major stock exchanges for Chinese listed companies, so these 

two stock exchanges can provide reliable and authoritative financial data. By searching the 

accommodation and catering industry in these two stock changes, total nine companies were 

listed, three in Shanghai Stock Exchange and six in Shenzhen Stock Exchange. However, four 

companies listed in the Shenzhen Stock Exchange mainly did their business in catering industry, 

so they were excluded from the cases. Among the remaining five companies, two of them only 

have hotels in single brands, while the other three companies operate hotels in different brands. 

For the hotel groups which have different brands, financial data were collected under brands’ 

names. The hotel group, Shanghai Jinjiang International Hotels (Group) Company Limited also 

runs subsidiary hotels overseas, since this research mainly focuses on the relationship between 

online rating and firm performance in China, the financial data for the subsidiary hotels 

overseas of this hotel group were excluded.  

   The financial data from the listed companies were collected from financial statements 

from year 2013 to year 2017, and the data were collected at a consolidated level. The data were 

collected from the balance sheet, income statement and cash flows, then the following ratios 

were calculated out to measure companies’ performance. 
 
 

3.3 Regression Model 
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   The regression models according to the study of Ding et al. (2017) were set up. The 

regression model was selected since it can test the relationship between two or more variables, 

and it can also tell how the dependent variable changes when the independent variable changes. 

This research aims to test the relationship between online rating and firm performance, and to 

test the effect of online rating on firm performance. Therefore, by using the regression models, 

the purpose of this research can be reached. As mentioned in the research of Ding et al. (2017), 

since the hotel industry accounts for a great proportion in fixed and tangible assets, compared 

to other methods, the financial ratios can measure the industry’s performance more accurately. 

My research selected four key ratios to measure the profitability, asset usage efficiency and 

debts paying ability of the hotel groups. The return on asset ratio, asset turnover ratio, current 

ratio and debt to equity ratio in firm level, and the performance were measured by earnings per 

share in corporate level. In this research, following models were set up: 

 

Return on Asset (ROA) ratio is calculated by net income divides total assets, and it 

measures the efficiency for a company to use its assets to generate sales. Since Ding et al. 

(2017) mentioned in their research hotel industry is heavy in fixed and tangible assets, the 

return on assets ratio can measure the profitability of companies in the hotel industry well. The 

model defined whether online rating scores affect hotel companies’ asset usage. 

 
 

ROA = 𝛽0 +  𝛽1Online Rating Scores +    
 

  Asset Turnover (ATO) ratio is calculated by net sales to divide average total assets, and 

it is used to measure companies’ efficiency to use their assets to generate sales. The model 

defined whether online rating scores influence hotel companies’ efficiency to use assets to 

generate sales. 
 

ATO = 𝛽0 +  𝛽1Online Rating Scores +   
 
 

   Current Ratio, which is calculated by current asset divides current liability, is used to 

measure the companies’ liquidities. Companies usually have a large amount of current 

liabilities in form of salaries and wages, short-term equipment leasing and other forms of 

equipment (Ding et al., 2017), so this kind of ratio is needed. The model defines whether online 

rating scores affects hotel companies’ abilities to pay their short-term debts. 

 

Curent Ratio = 𝛽0 +  𝛽1Online Rating Scores +   
 
     

Debt to equity (D/E) ratio, which is calculated by total debt divides total equity, is used 

to measure the companies’ long-term debts paying ability. In accordance to Ding et al. (2017), 

a lot of long-term assets are needed to run a hospitality business, so this kind of ratio is needed. 

The model defines whether online rating scores affects hotel companies’ abilities to pay their 

long-term debts. 

 

D/E = 𝛽0 +  𝛽1Online Rating Scores +   
 

 

   Earnings per Share (EPS) is the proportion of a company’s profit allocated to each share 

of common stock, and it is also an indicator of a company’s profitability. Since all the hotel 

groups selected are listing companies in the stock exchanges, this kind of ratio can measure the 

companies’ profitability well in a corporate level. The model defines whether online rating 

scores affects hotel companies’ performance in the corporate level. 
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EPS = 𝛽0 +  𝛽1Online Rating Scores +   
 

 

   

 

4. Results and Findings 

 

Table 1 presents the summary statistics for the key data of different hotel brands from 

hotel groups selected in this research. The key data includes the average ratings, and the values 

for five main ratios used in this research to measure the firm performance. As shown in table 

2, the mean average ratings for the hotel brands is about 4.5, ranging from 4.0 to 4.9. The return 

on assets has a mean of 7.894%, ranging from -2.379% to 32.312%. The asset turnover ratio 

has a mean of 0.566, and has a range from 0.036to 1.326. The current ratio has an average of 

1.206, ranging from 0.084 to 4.498; the debt to equity ratio has a mean of -0.450, with a range 

from -21.171 to 3.715, and earnings per share is 0.342 on average with a range from -0.027 to 

0.785.  
   
Table 1: Summary Statistics of the Hotel Groups’ Overall Rating and Various Financial 

Ratios 

 

Test Average 

rating 

Return on 

assets 

Asset 

Turnover 

Ratio 

Current 

Ratio 

Debt to Equity 

Ratio % 

Earnings 

per share 

Mean 4.538 7.894% 0.566 1.206 -0.450 0.342 

SD 0.229 0.108 0.375 1.086 5.336 0.323 

Min 4.0 -2.379% 0.036 0.084 -21.171 -0.027 

Max 4.9 32.312% 1.326 4.498 3.715 0.785 

 

   The distribution for total 2217 online ratings is also shown in figure 1. All the online 

ratings collected are grouped into five groups. Group 1 indicates online rating scores less than 

3; group 2 indicates the online rating scores between 3 to 3.5; group 3 indicates the online 

rating scores between 3.5 to 4; group 4 indicates the online rating scores between 4 to 4.5, and 

group 5 indicates the online rating scores between 4.5 to 5. As can be seen in figure 1, about 

more than 97% of total ratings are positive with a score of 4 and above, with means in the 

group 4 and group 5, and only about 3% of total ratings are negative with a score below 4.   

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

Figure 1: Rating Distribution (Based on 2217 Ratings) 
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In figure 2, online ratings show a negative relationship with return on asset ratios, but 

the regression test in table 3 shows R square is 0.136 and significant F is greater than 0.05, 

which shows that online rating has no relationship with return on asset ratio. In figure 3, online 

rating shows a negative relationship with asset turnover ratios.  

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

Figure 2:  Return on Asset VS Online Ratings                        Figure 3: Asset Turnover Ratio VS Online Ratings 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 4 Debt to Equity Ratio 

VS Online Ratings 

Figure 4: Debt to Equity Ratio VS 

Online Ratings 
Figure 5 Current Ratio VS Online Ratings 

Figure 6: Earnings per Share VS Online Ratings 
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Table 2 shows the key elements of regression model. We find that both of significant F 

and R square is in acceptable range. This indicates the results is reliable, which means return 

on asset ratio has a negative relationship with online ratings. In figure 4, online rating shows 

no relationship with debt to equity ratios, and the significant F in the table 2 is greater than 

0.05, also indicates there are no relationships between the two variables. Figure 5 shows no 

relationship between online rating and current ratios, and in table 2, the significant F is greater 

than 0.05, supporting that there is no relationship between the two variables. Figure 6 shows 

no relationship between online rating and earnings per share, and in table 3, both significant F 

is greater than 0.05, showing that there are no relationships between the two variables.  

 

Table 3: Summary of Regression Statistics 

 

Independent 

Varies 

Dependent 

Varies 

Coefficients Significant 

F 

R 

square 

P-value 

Online Ratings ROA -0.174 0.132 0.136 0.132 

ATO -1.139 0.00132* 0.485 0.00132* 

D/E -3.24 0.581 0.019 0.581 

Current Ratio 0.598 0.618 0.016 0.618 

EPS -0.448 0.658 0.074 0.658 

*F<0.05, p<0.05 

 

 

5. Discussion 

 

5.1 Review and Explanation of the Main Results 

   The study which was done by Ding et al. (2017) proved that online ratings have no 

relationship with liquidity ratio and financial leverage ratio in Singapore. The study further 

explained that since these financial ratios are affected by managerial strategies and financial 

policies in different companies, so these ratios have no clear relationships with online ratings. 

My research contributes to this literature by applying the same situation in China. In 

accordance with the results, which were shown in table 3, the significant F for current ratio and 

for debt to equity ratio are about 0.618 and 0.581, and both of numbers are greater than 0.05, 

suggesting that there are less than half percent chance there exist relationship between online 

ratings and liquidity ratio and relationship between online ratings and debt to equity ratio. The 

R squares shown in table 3 for the current ratio and debt to equity ratio are about 0.016 and 

0.019, which suggests the regression models for these two ratios have a poor match for the data. 

In this case, my results confirm Ding et al. (2017)’s research by showing that online rating has 

no relationships with liquidity ratio and financial leverage ratio in China in the recent year.  

However, this research also shows that in the hotel groups of China, the online rating 

has no relationship with profitability ratio, but online rating has a negative relationship with 

asset management ratio. As shown in table 3, the significant F for return on asset is about 0.132, 

more than 0.05, and R-square is about 0.136, indicating the model not fits the data, and there 

is no relationship between online ratings and return on asset ratio. However, for the asset 

turnover ratio, as shown in table 3, the significant F is about 0.00132, less than 0.05, indicating 

there are more than 95 percent possibility that the relationship is true. The R-square is about 

0.485, indicating that there is almost more than half percent probability that the model fits the 

data. Therefore, the online rating has a true negative relationship with the asset turnover ratio. 

These results are not correlated with previous research, which showed that hotels with high 

online ratings have higher asset turnover ratios and higher return on asset ratios (Ding et al., 



 9 

2017). The previous study done by Kizildag et al. (2017) suggests that social media may impact 

the earnings in corporate level. However, in the results shown in table 3, the significant F for 

earnings per share is 0.658, much larger than 0.05, indicating that there is no relationship 

between online ratings and earnings per share for the hotel groups in China from year 2013 to 

year 2017. 

The no relationship between return on asset and the negative relationship between asset 

turnover ratio and online ratings indicate that in the hotel groups of China, the high online 

ratings do not mean the hotels have efficient use of their assets. The two ratios are calculated 

by sales or income which related to sales divide assets, since Chevalier and Mayzlin (2006) 

mentioned in their researches that online reviews have less relationship with sales and some 

bad reviews can influence the sales, this may be one reason that online rating has no 

relationship, even negative relationship with the ratios. Another explanation may be that most 

Chinese hotel groups not only get profits from the accommodation but also gain sales from 

other services like catering. All five hotel groups listed in this research provide other different 

services instead of just operating the hotel rooms. In this case, the hotel groups may gain sales 

from other services and finally causes higher online ratings indicating the low efficient usage 

of the hotel assets.  

The no relationship between earnings per share and online ratings indicates that in 

China, high online ratings for the hotel groups not mean high profitability in corporate level 

for the hotel groups. These results can be explained by that online rating is not the main factor 

that determines the earnings per share. Earnings per share is calculated by income available to 

shareholders divide the total numbers of the share. Since firms can control the number of shares, 

they can also indirectly control earnings per share (Jewell and Mankin, 2016). Therefore, hotel 

companies themselves are one of the factors that influence earnings per share. Other factors 

that influence the stockholders’ income also affect earnings per share. In accordance with Khan, 

Gul and Ali (2017), stock returns can be influenced by companies’ profitability, companies’ 

growth, companies’ interests and the inflation of the market. Cheffins (1991) in her research 

also indicates that shareholders’ income is influenced by company law, dividends, and income 

taxes. Therefore, earnings per share may mainly be determined by companies, stock markets, 

and governments, and rarely determined by individuals. Logically, online ratings are scored by 

individuals, so there may lead to no relationship with earnings per share. Although in the hotel 

industry, online ratings may affect the profits of the hotel groups, it just a small factor that 

influence the shares’ profits. In this case, earnings per share could have no relationship with 

online ratings. Besides, the five hotel groups listed in this research also have other investments. 

For example, Beijing Tourism Group also invests in the tourism industry, Shanghai Jingjiang 

International hotel group also invests in the catering industry, and Guangzhou Lingnan Group 

Holdings Company Ltd. also invests in the reality industry (Annual Report 2017).Therefore, 

for these hotel groups, their share price may be influenced by those industries that they invest 

in, so the profitability for companies to earn have no relationships with online ratings. 

 

5.2 Reliability and Validity 

   This research is free of participant error, participant bias, researcher error, and 

researcher bias. All data collected in this research is objective, without any bias. The online 

rating data is collected from Ctrip, which has a rating mechanism to ensure all the rating scores 

come from customers who have lived the hotels. The overall ratings for the hotels are calculated 

by the average score from all the customers, which can reduce the bias from some customers. 

Therefore, the participant error and participant bias are prevented in this way. The financial 

data is collected from the financial statement of the selected hotel groups, and all those data 

were directly put into the formulas without any changes during the research. Therefore, the 

researcher error and research bias are avoided in this way. 
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The regression models used in this research follow the models used in the research of 

Ding et al. (2017). Previous researchers did similar research by using cases of hotel companies 

in Singapore, and their models were tested valid. Therefore, the regression model used in this 

research is valid. 

 

6. Conclusion 

   The purpose of this study is to investigate whether online rating affects the firm 

performance of hotel companies in China from the year 2013 to the year 2017. This study is a 

case study and five representative hotel groups were selected to do the research. The regression 

models were built up to test the relationships. Using various common financial ratios to 

measure firm performance and a large online rating sample from the five hotel groups in China, 

the research finds that online rating is not related to financial performance of the hotels industry 

in China. 

These unexpected results may be explained by that the hotel groups in China have 

different situations with hotel groups that the previous study researched on, which means the 

hotel groups in Singapore. First, the sales of hotel companies in China are not influenced 

mainly by online ratings. Then, the hotel groups studied in this research not only just operate 

the hotel rooms, but also invest in other industries, such as catering. Therefore, these hotel 

groups may still get high sales and have highly efficiency of asset usage even the online ratings 

for these hotel groups is very low. In this case, online ratings can have no relationship or even 

negative relationship with asset efficient usage in hotel groups of China. The research also 

finds that online ratings have no relationship with earnings per share, which means that online 

ratings do not affect hotel groups’ profitability in corporate level. The explanation for this 

finding can be obvious, because the earnings from each share of a company is not mainly 

determined by online ratings, other factors like the profitability of the companies, the growth 

of the companies, the companies’ interests, the inflation of the stock markets and the income 

taxes may be the main factors that influence the earnings per share (Khan, Gul and Ali, 2017; 

Cheffins, 1991) Although online ratings may have some effects on the earnings from each 

share, this influence may be very small. Therefore, at last, online ratings show no relationship 

with hotel groups’ profitability in corporate level. 

 There exist several limitations in this research. First, this research only collected five 

hotel groups in China to study on, and only five years data from 2013 to 2017 were collected. 

The limited samples may influence the results drawn from the research. Second, this research 

only focuses on the hotel groups in China, so the results may not suitable for other areas in the 

rest of the world. The relationships between online ratings and firm performance may be 

different in other countries. 

Several issues can be explored if future studies repeat this research. First, more samples 

need to be considered in future studies. Listed hotel groups come from other stock exchanges 

in China or the none-listed hotel groups may be considered in to increase the numbers of 

samples. The results may be more accurate if more samples are tested. What is more, this 

research only considered the largest travel website in China, therefore collecting more data 

from other websites may help the data more suitable for the regression model, and help the 

results of this research become more accurate. 
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