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Abstract. The full-scale military aggression against Ukraine has formed a completely
new socio-economic reality of the functioning of all the sectors of the national economy.
The new operating conditions have become a significant challenge for the hotel and
restaurant business as well: some business entities were forced to completely stop their
activity or repurpose it. Considering that, the issues of forming key strategic orientations
and approaches in the hotel and restaurant business with the aim of preserving it and
forming the potential of post-war development are gaining special relevance today.

The purpose of the research is to characterize the key challenges of the hotel and
restaurant business in wartime and to substantiate possible strategies for their survival.

Methods. The study analyzes the activities of business entities in the hospitality
industry, based on the data of the official statistics and the results of surveys by
international analytical companies. An adapted method of ABC analysis is applied in
order to rank the challenges of the hospitality industry under martial law conditions.

The findings of the research. An analysis of the main indicators of the hospitality
industry in Ukraine until 2022 is carried out. The composition and structure of the key
challenges to the functioning of business in the conditions of martial law are studied.
The identified factors are ranked and classified into three groups: general, specialized,
and individual importance. The specific challenges of the hospitality industry under
martial law are outlined and possible strategies for overcoming them are defined.

Keywords: hotel and restaurant business, hospitality industry, martial law, survival
strategies, challenges

Vol. 13, Ne4, 2022 EKOHOMIKA | YIPABJTIHHA BI3BHECOM ISSN 2707-3823 | 5



1. V. Levytska, A. O. Klymchuk

Actuality.

The full-scale military aggression of
a neighboring state against Ukraine has
created a completely new socio-econom-
ic reality of functioning for absolutely all
sectors of the national economy. At the
same time, a significant part of business
entities has been forced to completely
stop their activities. Thus, according to
the research of Advanter Group and the
USAID Program of Competitive Econ-
omy of Ukraine [1], as of the beginning
of summer 2022 in Ukraine, 46.8% of
business entities had stopped or almost
stopped their activities. At the same time,
businesses in the territories, directly in
the occupied territories or near the war
zone, suffered the most: 87% of enter-
prises in the East, 44.5% in the South and
56.8% in the North of Ukraine.

April survey of Gradus Research
Company [2] testified that in the struc-
ture of active Ukrainian business during
the martial law, 6% was occupied by
the activities of restaurants and cafes,
while the hotel business accounted for
only 1%. At the same time, 55.5% of
economic entities from those that have
not completely stopped their activities
do not have a further strategic vision
of their functioning and are at the stage
of intuitive management [1]. Conse-
quently, the issue of forming key stra-
tegic orientations and approaches in the
hospitality industry in order to preserve
business and form the potential of its
post-war development is becoming par-
ticularly relevant today.

Analysis of recent research and
publications.

The definition of the essence of in-
veQuestions of formation and improve-
ment of strategies for hotel and restau-

rant business enterprises have been in
the field of view of researchers for a long
time. Among the key achievements of re-
cent years, it is worth noting: the method
of simplified construction of multi-crite-
ria decision matrices and assessment of
the importance of criteria for the imple-
mentation of state strategies for the acti-
vation of the development of the hospi-
tality industry in the post-COVID period
[3]; formation of the strategy of three R
(reopening, recovery, resilience) for the
hospitality industry, which suffered due
to the impact of quarantine restrictions
[4]; the strategy and technology for the
development of the economic potential
of enterprises in the tourism and recre-
ation sphere [5], which is based on the
application of the modified system of
inequalities of the "golden rule of eco-
nomics"; approaches to the selection and
optimization of the crisis management
model of the hospitality industry for the
period of the pandemic [6]; assessment
of changes in consumer preferences re-
garding the use of catering services as
a result of quarantine restrictions [7];
study of social aspects and behavior pat-
terns of users of hospitality industry ser-
vices during the pandemic [8§].

At the same time, the situation in
which the domestic hotel and restaurant
business found itself is completely new
for the modern global economic space,
although the problems of the functioning
and preservation of the business of the
hospitality industry in Ukraine during
the martial law period are currently in
the field of view of domestic scientists.
For example, T. Sydorenko [9] investi-
gates the peculiarities of the operation
of the hotel and restaurant business in
the conditions of martial law, K. Palam-
arek, O. Romanovska and L. Strutynska
[10] focus on the study of the impact
of crisis phenomena on the hospitality
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industry in Ukraine, S. Bazhenova, Yu.
Pologovska, 1. Kantsur [11] update the
issue of finding ways to develop the ho-
tel and restaurant business under mod-
ern conditions, etc. At the same time, the
outlined issues require further research
in the context of summarizing existing
developments and forming, based on
them, basic strategic alternatives for the
survival of enterprises in the hospitality
industry, especially taking into account
the temporal uncertainty of the duration
of the active phase of hostilities.

The purpose of the research is to
characterize the key challenges of the
hotel and restaurant business in wartime
and to substantiate possible strategies
for their survival.

The methods.

The study analyzes the activities of
business entities in the hospitality in-
dustry, based on the data of the official
statistics and the results of surveys by
international analytical companies. The

methodological base of the research
consists of general scientific and special
methods of economic theory and eco-
nomic analysis. In particular, methods
of comparative analysis and synthesis
- for detailing the research object; eco-
nomic-mathematical - to assess the vol-
ume of activity and the dynamics of the
development of the hotel and restaurant
business in Ukraine before the full-scale
military invasion; graphic - for the pur-
pose of visual illustration and construc-
tion of diagrams related to the subject
of research; abstract and logical - for
substantiating tasks, generalizations and
formulating conclusions.

The results.

The domestic hospitality industry
suffered significantly during the period
of the COVID-19 restrictions and in the
fourth quarter of 2021 only began to ac-
tively recover, although it did not reach
the pre- pandemic level of functioning

(Fig. 1).
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Fig. 1. The volume of services provided by temporary accommodation and
catering establishments in Ukraine in 2017-2021 (as of the end of Quarter IV),
UAH million*

* made by the author based on the data [12]
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Fig. 2. The structure of revenues of the hotel and restaurant business of
Ukraine in 2019-2021 by main types of activity (as of Quarter IV), %*
* calculated by the author based on the data [12]

Stable three-year growth in the vol-
ume of services provided in the hotel
and restaurant business in Ukraine,
even under the conditions of the oc-
cupation of part of the territories and
constant hostilities in the East, was
leveled by the introduction of quaran-
tine restrictions - in the fourth quarter
of 2020, hospitality industry establish-
ments lost 21% of income in compared
to 2017 and 41% compared to industry
revenues in 2019.

It should be noted that in the fourth
quarter of 2021 there were even some
changes in the structure of service vol-
umes of the hospitality industry com-
pared to previous periods. Thus, for the
first time, the revenue of temporary ac-
commodation facilities exceeded 30%
of the total revenue structure of the ho-
tel and restaurant business (Fig. 2).

Instead, in 2022, according to the
data of international analytical compa-
nies [2], it was the hotel business that
was one of the most affected by the
martial law. Among the key factors of

the crisis of the martial law hospitality
industry, researchers [10] single out:

—  unstable socio-economic situa-
tion;

—  close proximity to the combat
zone or occupation.

At the same time, they emphasize
the unsolved complex of systemic prob-
lems of the industry, including the im-
perfection of the tourist infrastructure,
low quality of service and high cost of
services.

If we talk about Ukrainian business
as a whole, then the key challenges for
it, judging by the results of a survey
conducted by a number of organizations
[1], during the period of martial law
were:

— a significant decrease in sol-
vent demand;

—  the impossibility of predicting
the development of events;

—  lack of equity capital;

—  unpredictability of govern-
ment;

—  loss of supply chains (Fig. 3).
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-

= Low solvency
The growth of client debt
= The unpredictability of the situation

= Unpredictable actions of power

= A lack of capital
= Lack of lending
= Loss of supply chains

= Other factors

Fig. 3. The structure of key business challenges under war conditions by the
level of importance for entrepreneurs*
* calculated by the author based on the data [1]

Thus, in 15.7% of cases, respon-
dents indicated the lack of a sufficient
number of solvent customers on the do-
mestic market as the biggest challenge
for business operation. The second most
important factor is the unpredictability
of the development of the situation in
Ukraine and the domestic market - this
factor was noted as one of the most im-
portant by 12.9% of respondents.

It is worth noting that in 40.8% of
cases, the respondents indicated other
factors as important obstacles to con-
ducting business in the conditions of
martial law, none of which in general
exceeded the 5% barrier of importance
within the limits of our study. Therefore,
an ABC analysis of the identified factors
was carried out for a clearer ranking of
business challenges in the conditions of
martial law (Table 1).

On the basis of the conducted anal-
ysis, it is possible to single out three
groups of factors influencing business
in the conditions of martial law. The first
group is general factors, which includes

those factors and challenges of wartime
that are faced by every business entity.
This group includes, in addition to those
we defined earlier in Fig. 3, as well as
significant logistical problems and the
accumulation of all business resources,
both material and human, to help the
front.

The second group of factors, the in-
fluence of which was noted by a small
group of respondents and whose total
specific weight is about 20% according
to the calculations, contains specific fac-
tors of influence. That is, in this case, we
are talking about those wartime factors
that have an impact on certain areas of
business, on certain industries, groups
of enterprises, etc. In this case, we are
talking about the lack of necessary raw
materials or qualified personnel, insuf-
ficient government support, a high level
of tax burden and obstacles from regu-
latory bodies and, which is typical for
businesses located in territories directly
in the combat zone or territories close to
it - accumulated fatigue staff
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1. ABC analysis of business challenges under martial law*

Specific Accumulated
The factor weight, % | specific gravity Result
Lack of a sufficient number of solvent customers in
h 15.7 15.7
the domestic market
Unpredictability of the development of the situation 12.9 286
in Ukraine and the domestic market ' '
Lack of sufficient capital 7.3 359
Destruction of supply chains 6.3 422
Growth of customer debt (doubtful debts) 5.8 48 =~ 70%
Unpredictability of state actions 5,6 53.6
Unavailability of credit funds 5,6 59.2
Inefficiency, high cost and significant loss of time in 48 64
logistics i
Focusing all resources on helping the Armed Forces, 43 683
TRO, displaced persons, refugees, etc ) )
Lack of orders in foreign markets 3.7 72
Lack of necessary support at various levels of
33 75.3
government
Owner/Management Fatigue 33 78.6 .
High taxes and fees 3.0 81.6 = 20%
Lack of necessary raw materials and materials 2.7 84.3
Lack of sufficient number of qualified personnel 2.7 87
Obstacles from regulatory and fiscal authorities 2.5 89.5
Dumping of competitors, decrease in profitability in 23 918
the industry ’ )
Inaccessibility of data, knowledge, information 2.0 93.8
Lack of business support at the community level 1.8 95.6 .
Insufficient state support for exports 1.5 97.1 = 10%
Lack of necessary equipment 1.3 98.4
Unfair competition 0.8 99.2
Outdated business model 0.8 100

* built and calculated by the author according to the data [1]

The third group of factors, the total
specific weight of which does not ex-
ceed 10%, according to the calculations,
consists exclusively of individual fac-
tors, that is, those factors and challenges
that became characteristic of a specific
economic entity during the period of
martial law.

In this case, we talk about the aggra-
vation of those problems that in the pe-
riod of pre-war functioning did not ac-
quire critical importance from the point
of view of the survival of economic en-

tities. In particular, such challenges are
the lack of necessary equipment, dump-
ing and unfair competition, the obso-
lescence of the applied business model,
the lack of support for export activities
from the state, etc.

If we talk about the hospitality in-
dustry itself, we should note that it
is characterized by absolutely all the
challenges that we have classified as a
general group. However, there are also
specific factors, among which, in par-
ticular, the complete stoppage of tourist
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traffic in the country and a significant
drop in demand for hotel and restaurant
business services, especially during the
first three months of the active phase of
hostilities. Increasing requirements for
the safety of both staff and customers,
especially in areas under constant threat
of shelling - in Sumy, Chernihiv, Za-
porizhzhia, Mykolaiv, Odesa, Kharkiv,
Dnipropetrovsk Oblast, etc., which re-
quires the provision of shelter, strength-
ening of requirements for the safe stay
of guests in institutions and, accord-
ingly, requires additional capital invest-
ments. Repurposing hospitality industry
establishments into temporary shelters
for internally displaced persons, territo-
rial defense headquarters or volunteer
centers. In addition, one of the important
factors in the functioning of hospitality
industry establishments in the context
of the beginning of the heating season
is the ability to ensure the availability
of electricity, water and heating, which,
again, requires additional capital invest-
ments in the purchase of at least diesel
generators, electric heating devices, the
formation of reserve water reserves etc.

Thus, the martial law has become a
rather significant challenge for the hotel
and restaurant business, although even
now it is safe to say that the industry as
a whole will successfully overcome it.
Especially in the context of truly effec-
tive support both at the state level and at
the level of a number of state and inter-
national institutions and organizations.
Thus, if the state introduced separate
tax incentives for taxpayers, allow-
ing large businesses to use a simplified
taxation system, andsole proprietors of
Groups I and II to pay a single tax on a
voluntary basis [13], then the Associa-
tion of Hotels and Resorts of Ukraine
together with the State Tourism Devel-
opment Agency and a number of other

organizations organized the campaign
Visit Ukraine in future [14], aimed at at-
tracting charitable funds as hotel room
reservations by foreigners. In addition,
various grant programs are being imple-
mented to support micro-businesses and
self-employed persons. Thus, the UN
Migration Agency organized a grant
competition in the Lviv, Zakarpattia,
Kyiv, Chernihiv and Sumy regions for
micro-enterprises and self-employed
persons, with preference given to those
operating in the hospitality industry,
hotel industry, restaurant business and
public catering [15].

Based on all of the above, we can
conclude that the key strategy for the
survival of the hotel and restaurant busi-
ness in the conditions of martial law in
the areas of increased risk of shelling
or destruction is partial repurposing.
First, it will allow staff to be retained,
providing them with employment and
appropriate remuneration. Secondly, it
will allow establishing cooperation with
local authorities in part, at least, of com-
pensation from local budgets for pay-
ment of communal services, that is, to
ensure the full functioning of the insti-
tution. Thirdly, this approach will form
a positive image of the institution both
in the strategic perspective and in the
current time, stimulating existing and
potential customers to make donations
or contributions to support its charitable
activities. Fourthly, active coverage of
non-professional charitable activities
of hotel and restaurant establishments
on the Internet will increase the level of
awareness of potential users regarding
their existence, activities, etc.

As for business survival strategies
in rear conditions, the main thing here
should be the strategy of adaptation to
existing conditions. That is, if the in-
stitution can fully function, it should
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do so, but taking into account a num-
ber of socio-economic and territorial-
geographic features of the location. In
particular, we are talking about reori-
entation to local suppliers of products
and raw materials, democratization of
menus and prices (including temporary
accommodation services), maximiz-
ing the efficiency of using temporarily
unused premises, including by renting
them out. When applying the adaptation
strategy, attention should also be paid to
the presence of public demand regard-
ing the social responsibility of business,
supporting local community initiatives
or acting as their active driver.

Conclusions and perspectives.

The hotel and restaurant business
of Ukraine, operating in the conditions
of martial law, although it suffered sig-
nificant losses and losses, including
destruction, nevertheless proved itself
to be a very flexible and active player
in rear support. It was the initiative and
significant media activity of represen-
tatives of the hospitality industry that
drew the attention of the world asso-
ciations of hoteliers and restaurateurs
to the problems of Ukrainian business
and stimulated the receipt of significant
charitable contributions in this sphere,
which allowed to survive the most dif-
ficult months of the war. However,
further uncertainty, especially regard-
ing the duration of active hostilities
on the territory of Ukraine, forces us
to state that for the further functioning
of the hotel and restaurant business, it
is necessary to form a strategic vision
of the future prospects of its activity or
survival strategies, which is especially
relevant for businesses in close proxim-
ity to the front line. On the basis of the
conducted research, two key groups of

hotel and restaurant business strategies
in wartime conditions were identified:
strategies of partial repurposing and ad-
aptation, however, within each group,
sets of specialized strategies and mech-
anisms for their implementation can be
singled out, which should become the
topic of further research.
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AHomauyia. lMosHomacwmabHa eilicbkosa azpecia wodo YkpaiHu cpopmysana abconomHo
HO8Y COUianbHO-eKOHOMIYHY peanbHicme hyHKUIOHYBAHHA 8CiX CEKMOpie HAUIOHAbHOI eKOHO-
MiKu. Hosi ymosu OifnbHOCMi cmanu 3HAYHUM BUK/AUKOM i 0415 cghepu 20mesibHO-pecmopaH-
Ho2o bi3Hecy: yacmuHa cyb’ekmig 2ocnodapro8aHHA byna suMyweHa MOBHICMIO NPUNUHUMU
dianeHicmob abo ¢ nepenpogintoeamu ii. 3 02na0y Ha ye cb0200Hi 0cobausoi akmyansbHocmi
Habysarome NUMAHHA (POPMYBAHHA KAOHYOBUX CmMpameziyHux opieHmupie ma nidxodie y 2o0-
mesnbHo-pecmopaHHomy bisHeci 3 memoto lio2o 36epexceHHA ma popMy8aAHHA nomeHuyiany no-
B0EHHO20 PO3BUMKY.

Mema 0ocnidxieHHsA Moasa2ae 8 XapaKkmepucmuyi KaA408Ux 8UKAUKI8 OisabHocmi nionpu-
EMCMB 20mMesibHO-PecmMopaHHo20 bi3Hecy 8 ymosax 8iliHU ma o0brpyHmMys8aHHi MOXAUBUX cMpPa-
meaill ix 8UIUBAHHSA.

Memodu. B docnidxceHHi 30ilicHeHo aHani3 disneHocmi cyb’ekmis 20crno0apto8aHHA iHOY-
cmpii 2ocmuHHOCcMI, 8ux00A4uU 3 AaHUX OgiyiliHOI cmamucmuku ma pesyasmamis onumysaHe
MIHCHAPOOHUX aHaniMu4YHUX KomnaHil. 3acmocosaHo adanmosaHuli Memod ABC-aHanisy 3 me-
MO PAHHCYBAHHA BUK/UKI8 iHOycmpii 20cmUuHHOCMI 30 yMOBAX BOEHHO20 CMAHY.
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Pe3ynbmamu. 30ilicHeHO aHasi3 OCHOBHUX MOKA3HUKiIe BifisbHOCMi iHOycmpii 2ocmuHHOCMi
8 YKpaiHi 0o 2022 poky. [JocnioxeHo cKAaod i cmpykmypy Ka408UX BUK/UKIE (hyHKYiIOHYB8AHHIO
bi3Hecy 8 yMo8ax 80EHHO20 cmaHy. [Tpo8edeHO PaHHCY8AHHA 8UABAEHUX hakmopie ma ix Kaacu-
ikayito 30 mpboma 2pyrnamu: 3a02a7a6H020, Creyiani3o8aHo20 ma iHOUBIOYyanbHO20 3HAYEHHS.
OKpecneHo crneyugivyHi BUKAUKU OifnbHoCcMI y cghepi iHOycmpii 20cmuHHOCMI 8 yMOBAX B0OEHHO20

Kntoyoei cnoea: 2comenbHo-pecmopaHHuUll bidHec, iHOycmpis 20cmuHHOCMI, B0EHHUU cCMaH,
cmpamezii 8UXUBAHHA, BUK/AUKU
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