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Poccumnckas HMHAYCTPHUA 'OCTEITPUMMCTBA
B NIAHIEMHUIO - KPU3HMC UJIH ITPOPBIB?

MAKCWUM BAJIEPBEBUY rOJIOBUH, pykoBoauTenb otaena (hpMHaHCOBOrO KOHTPOMIMHIa, CoUcKaTenb 3KOHOMUYe-
ckoro ¢akynsreta PYOH
000 «AkueHT Kanutan» (Poccuiickaa ®epepauus, 119034, MockBa, BapbikoBckuii nepeynok, 2). E-mail: contact@accent.ru

AHHoTauma: B HacTosiLwen cTaTtbe paccmaTpuBatoTcs Havbornee ocTpble NpobnemMHble BONpOCh CTarHaumum B MHAYCTPUK rocTe-
NpUMMCTBa M roCTUHUYHOTO Br3Heca B Poccum, cBsidaHHble C HOBbIMW BbI30BaMU MaHAEMUN KOPOHABMPYCA Kak Ha MexayHapoa-
HOM, Tak U Ha HaLMOHaNbHOM YPOBHSIX. AHANU3NPYOTCS HOBbIE TEHAEHLMWU U CTPYKTYPHbIE UBMEHEHUS! OTPaciu, JaeTcs OLeHKa
nepcrnekTVB BbIXoda U3 CNOXHOIO Kpusnca B otpacnu. Pa3paboTaHbl KOHKpPETHbIE NPeasioxkeHusi, HanpasrieHHble Ha BOCCTAHOB-
NeHNe N KOHCTPYKTUBHOE pasBUTUE TYPUCTUHECKON OTPacny — Kak Ans OpraHoB BNAacTU W yNpaBrieHUsi N0 BHECEHNIO U3MEHeHWIA
B nNpuHaTylo CTpaternio passuTtua Typusma B Poccuiickon ®efepaummn Ha nepvod Ao 2035 roga, Tak u Anst GusHec-CTpykTyp,
TYPUCTMYECKUX KOMNaHWi. o MHeHWIo aBTopa, UHOYCTPUIO rOCTENPUMMCTBA B Grivxkalillee Bpems elle MOryT oXuaaTb cepbes-
Hble MOTPSICEHNA U OTPacilb He BbIMAET M3 KPU3WCa, HE UCMbITaB NOBTOPHbIX LLUOKOB, 3aKPbITUA rpaHul. TeM He MeHee Typusm
M3BECTEH CBOEWN CMOCOBHOCTHIO MPOTUBOCTOSATH SKOHOMUYECKUM CMagaM U MOXET CbirpaTb KMKOYEBY POfib B OXMBIIEHUM Kak
MWPOBOW, Tak U POCCUINCKON 3KOHOMWKM B NepropA Bbixoda U3 Kpuauca. [Ins 3akpenneHus TpeHaa — YCUNeHust pasBuTus BHYTPEH-
Hero TypuMaMa — HeobXxoAMMbI COrnacoBaHHas No3nLMA, COrnacoBaHHble CTpaTern NoBeAeHUst OCHOBHbIX UIPOKOB PbiHKa — B13-
Hec-komnaHwui, paboTatLmnx B MHAYCTPUM FOCTENPUMMCTBA, a TaKKe OpPraHoB BMACTU W YNpaBreHus Ha deaepanbHOM U pervo-
HanbHOM ypoBHsiX. [1nsi aToro TpebyeTca paspaboTka n BHeApeHWe COBPEMEHHON CTpaTeruM pa3BuTUs OTpacnum ¢ y4eTom Heob-
XOAMMOCTU BbIXOAA U3 KpU3nca, BbI3BAHHOMO NaHAeMMer KOpoHaBmpyca, aganTtaunsa NPUHATOW CTpaTerm K HOBbIM peanvsM u
yCTOMYMBOE pasBUTUE rOCYAAPCTBA HA BCEX YPOBHSIX.
KnroueBble cnosa: MHOYCTpUS rocTenpumnmMmcTea, Typuam, kpuanuc, Ctparterus passutus Typuama B Poccuinckon degepaunm Ha
nepuwopg fo 2035 roaa, KOPOHABUPYC, Mepbl NOAAEPXKKM rocyaapcTea, busHec-mogenu ynpaeneHns B oTpacnu Typusma

CraTbsa noctynuja B pegakuuio 21 utona 2021 roga.

Tosno06un M.B. Poccuiickasi MHIYCTPHUsI TOCTENPUUMCTBA B MAHJEMUI0 — KPU3KC WJIM NPOPBIB? [ocydapcmaenHas cayxcba. 2021.
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THE RUSSIAN HOSPITALITY INDUSTRY DURING A PANDEMIC - CRISIS OR BREAKTHROUGH?

MAXIM VALERIEVICH GOLOVIN, Head of the Financial Controlling Department, Applicant of the Faculty of Economics
at the Peoples’ Friendship University of Russia
LLC “Accent Capital” (2, Barykovsky pereulok, 119034, Moscow, Russian Federation). E-mail: contact@accent.ru

Abstract: This article examines the most pressing problematic issues of stagnation in the hospitality industry in Russia,
associated with the new challenges of the coronavirus pandemic, both at the international and national levels. The author analyzes
new trends and structural changes in the industry and assesses the prospects for overcoming the difficult crisis. The article
presents specific proposals aimed at the restoration and constructive development of the tourism industry both for the authorities
and administration to amend the adopted Strategy for the development of tourism in the Russian Federation for the period up to
2035, and for business structures, as well as travel companies. According to the author, the hospitality industry can still face
serious shocks in the near future and the industry will not come out of the crisis without experiencing repeated shocks and border
closings. Nevertheless, tourism is known for its ability to withstand economic downturns and can play a key role in reviving both
the global and Russian economies as they emerge from the crisis. To consolidate the trend and to strengthen the development of
domestic tourism, the industry needs a coordinated position and strategies for the behavior of the main market players, such as
business companies operating in the hospitality industry, as well as authorities and authorities at the federal and regional levels.
This requires the development and implementation of a modern strategy, taking into account the need to overcome the crisis
caused by the coronavirus pandemic, the adaptation of the strategy to new realities and sustainable development of the state at
all levels.
Keywords: hospitality industry, tourism, crisis, The Tourism Development Strategy of the Russian Federation for the period until
2035, coronavirus, government support measures, business models for managing the tourism industry
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Introduction

The hospitality industry is “a service sector related to the
tourism industry, which includes numerous enterprises
of different directions (such as hotels, restaurants, travel
agencies, tour operators, entertainment establishments,
cultural and natural heritage sites, transport companies;
this also includes enterprises, supporting the functioning
of these main enterprises, namely: insurance companies,
trade enterprises, the media, educational institutions,
etc.) based on the principle of hospitality, serving tourists,
travelers, as well as the local population and organizing
their recreation and leisure” [Pokhomchikova, 2014].
Since 2020, the industry is in a very challenging situation.
There are no tourist trips around the world. People and
businesses experienced a shock, a lack of understanding
of an array of new negative phenomena - “self-isolation”,
“coronavirus”, “curfew” is everywhere. Borders between
countries are closed, daily reports on the number of
infected people across all countries continue to grow:
almost 200 million cases of infection and more than
4.2 million deaths from COVID-19 (cases of infection:
198,216,868, deaths: 4,221,854; data as of 08.01.2021,
11:23 Moscow time)Z. The first place in terms of sickness
and mortality belongs to the United States - 34.9 million
people and 613.2 thousand people respectively; Russia

Table. Statistics of COVID-19 cases by countries
of the world (WHO data as of 08.01.2021)

Country Total cases Died Mortality | Average number
rate of cases per
100 thousand
people
USA 34 978 276 613| 1,8% 24
157
India 31 655 824 4241 1,3 % 3
351
Brazil 19 917 855 556 | 2,8 % 17
370
Russia 6 288 677 159 25% 16
352
France 6 190 334 12 1,8% 33
055
United 5 883 421 129 22 % 40
Kingdom 949
Turkey 5727 045 51332 09% 24
Argentina 4 929 764 105 2,1 % 29
721
Colombia 4 785 320 120 25% 19
723
Spain 4 447 044 81486| 1,8 % 51
Italy 4 350 028 128 29% 9
063
Iran 3871008 90630 | 2,3 % 35
Germany 3776 724 91666 2,4 % 3

1 https://www.who.int/emergencies/diseases/novel-coronavi-
rus-2019/situation-reports
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also has high sickness rate - 2.3 million people with 159.4
thousand people dead. Here are some official statistics for
the countries with the highest COVID-19 cases, based on
data from the World Health Organization (Table)Z2.

Challenges for the hospitality industry posed by the
pandemic

The COVID-19 pandemic has become the most serious
challenge for the hospitality industry ever. According to
the OECD report “Rebuilding tourism for the future”3, in
2020, the international tourism economy contracted by
about 80 %. The World Tourism Organization (UNWTO)
says that by the end of 2021, the losses of this sector will
exceed 1 trillion US dollars, and more than 100 million
people may lose their jobs.

According to UNWTO, from January to August 2020, the
drop in export revenue from international tourism amount-
ed to 730 billion US dollars compared to the same period in
2019. This is more than 8 times higher than the losses in-
curred as a result of the global economic and financial crisis
of 2008-2009. During that period, due to the downturn in
the economy, rising fuel prices, falling demand for air tickets
and package tours, many air carriers and tour operators
around the world ceased to exist.

The largest decline in tourism revenues due to COVID-19
was recorded in Spain. Compared to the previous year,
in 2020 revenues fell by 80 % - from 79 to 16 billion US
dollars. In Thailand, revenue decline is 78 % (12.9 instead
of 59.7 billion US dollars), in Japan - 77 % (10.8 instead of
46.1 billion US dollars). In the United States, the decline was
approximately 67 %, from 193.3 to 63 billion US dollars. In
some other countries the decline in income is also signifi-
cant: Canada (61 %), Italy (60 %), France (49 %), Germany
(45 %), and Australia (44 %). In Russia, tourism revenues
are relatively small, but in percentage terms, the decline
was one of the most significant - by 76.3 %, from 11 to 2.6
billion US dollars*.

The current crisis has shown the longstanding structural
weaknesses in the tourism economy:

It is an extremely fragmented sector consisting of small
and medium-sized businesses, which, in contrast to large
businesses, are most susceptible to market fluctuations.

There is a high degree of business debt along with high
bank rates for the hospitality industry.

The tourism industry is highly seasonal.

OECD experts emphasize that there are many gaps in the
ability of governments and businesses to respond quickly to
new challenges and crises.

In our opinion, one more important problem should be
added here - the lack of a unified strategy for overcoming
the crisis in the tourism industry, both at the national and
international levels. All attempts to solve the challenges of

2 https://www.who.int/emergencies/diseases/novel-coronavi-
rus-2019/situation-reports

3 https://www.unwto.org/international-tourism-and-covid-19

4  https://howmuch.net/articles/high-tourism-countries-income-
loss-due-to-pandemic
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the last two years have led to the futile use of individual
measures and tools that do not have a systemic nature.

What is happening in this industry now? What assess-
ment can be given to the measures taken? What are the
trends and prospects for its development? In the economic
theory and practice of most developed countries of the
world, a crisis is not only a decline in the production of
goods and services, serious losses in productivity, resources,
income, but also an opportunity for a new beginning, the
possibility for a breakthrough to a new level of efficiency
using revolutionary technologies. The main thing here is to
be able to take advantage of these new opportunities.

The aforementioned problems of the tourism industry
led to multidirectional consequences, which we would as-
sess as follows:

Activities in many areas have been suspended, especially
in the tourism and hotel business (the exception is domestic
tourism in Russia).

There is an opinion regarding the duration of the crisis
- more than 12 months with a change in the active phases
of “return to normal, growth” and “return to the initial posi-
tion” during quarantine.

Along with this, there is a search for new market oppor-
tunities - assessment of the changing market situation and
adaptation to new realities.

There is a massive increase in the use of digital technol-
ogies by both customers and service providers (establish-
ment of a direct relationship /emotional connection through
digital communications).

In the new conditions, business models of activity and
management are changing, in particular - carriers, hotels,
tour operators, travel agents, and service providers.

Consumer behavior patterns also change - “new” pref-
erences and habits appear, higher sensitivity to hygiene and
health issues, healthy eating, active sports, special attention
to travel safety, etc.

The rapid transition to an online way of doing business
has affected many travel companies, changing the internal
structure of organizations, management methods, sales, and
communication with customers.

At the same time, research shows that the demand for
travel is still high. According to Ipsos, in March 2021, 69 %
of respondents said they planned to travel within Russia,
36 % expressed their readiness to go abroad. Those who
did not plan to travel name the following reasons - a high
risk of contracting coronavirus (42 %), high cost of travel
(37 %), unwillingness to undergo quarantine measures at
the destination (29 %), etc.

Domestic tourism in the Russian Federation

It should be noted that the growth in demand for domestic
travel in the Russian Federation corresponds to global
trends in the tourism market (UNWTO “Tourism Barometer”
report). However, compared to the domestic tourist markets
of India, China, the USA, Japan, and other countries, the
number of domestic trips in Russia is still relatively small.

5 https://www.ipsos.com/ru-ru/plany-puteshestviy-v-2021-godu

In the current circumstances, the client’s profile has
changed. According to the consulting and auditing company
KPMG, in most cases, the people who refused to travel were
able-bodied people aged 35 to 60 years, including families
with children who are concerned about both uncertainty
and safety issues during travel.

Due to the closure of external borders, many residents of
the Russian Federation went on a trip around the country,
although they had not previously planned this. For Russia,
the development of domestic tourism brings some addition-
al benefits:

Consumers estimate a higher degree of certainty when
planning a vacation: if the country’s borders are closed and
will not open soon, then the probability of closing borders
between the regions of Russia is extremely low. At the same
time, the period of vacation for consumers is also limited.

There is still a possibility of getting sick - what to do in
case of illness during a trip? In the Russian Federation, you
can get medical care free of charge. On the contrary, while
abroad, there are real problems for foreigners with its pro-
vision and the cost of treatment.

When travelling domestically, there is an opportunity to
save money: on accommodation (you can stay with relatives
or friends), and on the services of a tour operator (tickets)
- you can order them by yourself without the necessary
participation of a tour operator or travel agent.

For older clients, the problem of foreign languages and
customs in foreign countries is quite relevant; when travel-
ing in Russia, there are no such problems.

Among the most popular regions for travel, in addition
to Moscow and St. Petersburg, there are the Republic of Ta-
tarstan, Karelia, Altai, Kamchatka, Sakhalin, Baikal, etc.

At the same time, the problems of developing domestic
tourism remained the same as they were before the pan-
demic situation:

High cost of travel (accommodation and tickets) due to
remoteness and low transport accessibility; the almost com-
plete absence of low-budget options in the field of tourism
between the cities in Russia.

Insufficient level of service compared to expectations
(low level of staff training and lack of professional person-
nel). An interesting fact is that expectations are compared
not with what happened before the pandemic but with the
year of the pandemic itself, that is, with quarantine restric-
tions, inconveniences during the trip, and the inability to
travel at all.

Low level of infrastructure, tourist facilities, attractions,
poor condition of roads and roadside infrastructure.

Concerns about health safety in some regions, especially
during summer. For example, it is not possible to maintain a
safe distance between people on the beach.

The probability of getting less vivid impressions while
traveling around the country despite many interesting of-
fers related to excursions, entertainment activities aimed at
studying the culture of indigenous peoples, etc.

New difficulties, such as unpredictability or uncertain-
ty of demand. There is no confidence in the future, and
on the contrary, due to this, bookings in advance have
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significantly decreased, and sales of “last minute deals”
have increased.

Despite many challenging moments, the crisis has accel-
erated development in the hospitality industry, which, in our
opinion, will only intensify in the next years:

Changing preferences in the types of tourist recreational
activities. Independent recreation is gaining popularity; as
a result, more individual tours appear. The “new generation
of tourists” minimizes the use of travel agency services by
booking hotels and tickets online (low prices, it is a con-
venient, fast, and reliable service). As a result, we see sales
growth through online resources.

Demand for domestic tourism is increasing,

There is a change in the business model of tour operators
(consolidation of tour operators with their own airlines, the
transition of tour operators to the B2C market, combining
tourist products with the offers of other tour operators), and
a change in the business model of travel agencies (reducing
the agency commission, closing a large number of travel
agencies, strengthening the role of expert advice, organizing
complex individual programs, thematic tours, etc.).

Intensive development of new digital technologies and
internet resources (metasearch engines, Online Travel
Agencies (OTA) are becoming global distributors of travel
services, some of them are starting to participate in trans-
actions between customers and suppliers (marketplaces)).
Big data technologies are used more often when planning
the structure of a tourist product and analyzing factors that
affect the dynamics of sales.

The widespread introduction of modern technologies
such as robotics, virtual reality (video services, 3D tours of
the aircraft cabin, hotel), etc.

In our opinion, in the near future, the hospitality in-
dustry can still face serious challenges. This industry will
experience more than once the problems associated with
quarantine and border closures. According to a survey con-
ducted among participants in the tourism market in Russia
and the CIS at the end of 2020, the industry will return to its
pre-crisis state no earlier than 20236, However, as we know,
the tourism sector can withstand economic downturns and
crises and can play a key role in reviving both the global and
Russian economies in the post-crisis period.

The Tourism Development Strategy of the Russian
Federation

To consolidate the trend and strengthen the development
of domestic tourism, it is necessary to have a coordinated
position and unified strategies for the main market
players - business companies working in the hospitality
industry and government authorities at the federal and
regional levels. To make this happen, we propose to make
adjustments to the Tourism Development Strategy of the
Russian Federation for the period until 2035 (hereinafter
referred to as the Strategy), which was approved on
September 20, 2019, and did not take into account the new

6 https://assets.kpmg/content/dam/kpmg/ru/pdf/2020/12/
ru-ru-tourism-in-russia-current-situation-and-recovery-prospects.pdf
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pandemic realities. It is necessary to develop, coordinate
and implement a modern Strategy for the development of
the industry, taking into account the need to overcome the
crisis caused by the coronavirus pandemic as well as to
adapt this Strategy to modern circumstances.

The already adopted Strategy notes that “a particularly
significant socio-economic effect of tourism development
for the population involved in the formation and provision
of services is the growth of employment and incomes of
the population..”. It is necessary to maintain the level of
employment since many people lost their jobs in 2020 due
to the pandemic. Many workers were dismissed, some were
sent on indefinite unpaid leave, and others resigned. In Rus-
sia, in 2020, the number of registered unemployed people
increased from 3.5 million to 4.8 million. The increased
burden on social payments for unemployment, as well as
the lost tax payments to the budget from the tourism busi-
ness in the regions of Russia, has greatly complicated the
situation. The current version of the document prescribes
measures of financial support only for some types of tour-
ism activity. However, new mechanisms of financial support
for all spheres of tourism in regions of Russia need to be
introduced and supplement the new version of the Strategy.

Today, in the absence of tourists arriving from abroad, it
is advisable to accelerate the development of regional infra-
structure. This primarily concerns transport: it is necessary
to improve the transport accessibility within tourist areas,
provide preferential terms and financial guarantees for
the construction/reconstruction of hotels, improve tourist
facilities and other infrastructure. According to the adviser
to the head of the Federal Agency for Tourism of the Russian
Federation, Elena Lysenkova, “if we do not help the owners
of assets in the current situation, then we will never be able
to stimulate them to invest in the development of the tour-
ism industry”7.

To increase investment in tourism, stimulate investment
activity of entrepreneurs and the formation of modern in-
vestment projects, it is proposed to reduce contributions
both to extra-budgetary funds (it can have a significant
effect on the implementation of new investment projects
in tourism), and the use of other instruments, for example,
through a deferred payment of taxes and reducing the VAT
rate to at least 10 % (for tour operators, hotel business
structures). This will have a significant economic effect for
the entire industry since it will allow to complete the proj-
ects started earlier, reduce the administrative staff of com-
panies, solve the issue of “whitewashing” the business, etc.

The main problem for medium-sized businesses is the
lack of VAT input from a large number of suppliers without
VAT (individual entrepreneurs, self-employed, etc.). There-
fore, the cost of services for the end-user, in addition to
profit, should be increased by 20 %. In this regard, compa-
nies are trying to optimize the tax burden in various ways,
including by violating the tax legislation of the Russian Fed-
eration. In 2022, catering enterprises will be exempt from
VAT if their revenue does not exceed 2 billion rubles per

7  https://tourism.interfax.ru/ru/news/articles/68942/
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year. The share of income from catering services in the total
income of such organizations or individual entrepreneurs
should be at least 70 %.

Methods to stimulate demand for touristic products in a
crisis need to be identified as a separate area. Nowadays, it is
important to focus not on group tourists but on independent
travelers, whose share grows every year. The program of
state support with cash-back promotions for travel vouch-
ers has been implemented perfectly. At the same time, in the
future, it can be implemented more precisely to increase the
tourist flow to rapidly developing regions.

In the current Strategy, the basis for stimulating demand
and ensuring the availability of touristic products is a sys-
tem for subsidizing Russian touristic products. To maintain
the domestic demand, it is proposed to increase subsidies
for the organizations working with transportation of tour-
ists, organizations working in cultural, educational, and
event field, including the development of children’s tourism,
medical and wellness tourism, travel routes for pensioners,
etc., especially in the off-season period.

Participation in co-investment and the launch/imple-
mentation of digital technologies and services should also
be taken into account in the Strategy, since, with the help
of new technologies, the demand for touristic products
increases, transaction costs decrease, awareness of tourist
destinations, new locations, and interesting projects raises.

Conclusion

In the new conditions, it is necessary to review

development plans, evaluate priority steps and expected

results. In other words, it is necessary to adjust the
main indicators of tourism development in the Russian

Federation. Despite all the measures of state support

that many organizations of the tourism and hospitality

industry can use, they need to reconsider their approach
to doing business. The future will show how the tourism
industry will survive the crisis, but whether the business
will prosper depends on the businessmen themselves.

Here are some general recommendations for business

structures that can be offered in the current conditions:

e assessing the situation both in the market and in the
company, which requires constant monitoring (team,
marketing, finance);

e analyzing and monitoring changes, such as marketing

innovations (target audience research, search and cre-

ation of new products, testing new channels, working

with content, increasing the level of service);

e working with data analytics (requests, demand
volume, changes);

¢ implementing measures to stimulate demand (analysis
of deferred demand, behavioral patterns), applying
situational marketing;

e working with market segments, using marketing
strategy;

e developing flexible price offers, e.g., for situations with
a lack of brand loyalty, with high anxiety or insecurity;

e working with clients “directly” (reminders, empathy
for consumer values, client retention, offering support
services, solvency analysis, conducting surveys, in-
depth interviews, creating communities, forecasting
changes in the target audience/promising niches);

e collaborating with bloggers and opinion leaders, using
promotion in social networks;

e creating the possibility of remote work, adapting the
websites (keywords, customization for requests);

e implementing Customer Relationship Management
(CRM) (input of customer analysts, “getting to know”
potential customers better);

e developing specialized types of tourism: ecological
tourism, medical and wellness tourism, auto tourism,
sports, extreme/adventure tourism, etc.;

e implementing modern IT technologies;

e training and retraining personnel for more effective
work in new conditions.

In Russia, the hospitality industry is experiencing a
serious development crisis caused by both external factors
(the global coronavirus pandemic) and internal accumu-
lated problems. At the same time, during the crisis, there
is a renewal, the reset of outdated forms of management,
technologies, and behavioral models. The crisis provides a
chance for the revival at a new technological, socio-econom-
ic, digital level not only of the branches of the real sector
of the economy but also of various segments of the service
sector. First of all, this is the sphere of tourism, travel, recre-
ation, entertainment. It is with these services that positive
emotions, new impressions, pleasures, and anticipation of
the holiday are associated, which people always striving for,
forming a steady growing demand.
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