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Abstract. Purpose of the research. The research purpose is to analyze the problems of small hotel
business development in Ukraine. The reasons of problems in the development of small accommodation
establishments and optimal ways of their solution are studied. Methodology. Research methodology is
based on the use of laws and regularities of economic science; methodology of system approach
implying the complex study of specifics of small hotels activity in conditions of stiff competition. The
domestic and foreign theoretical, methodological and practical studies on the hospitality industry are
used in the research. Results. The theoretical approach to the development of small hotel business as a
structural element of the hospitality industry was substantiated, which allowed to reveal the main
problems of its development at all levels. It is proved that the hotel services market in recent years has
become the subject of interest of medium and small businesses. In turn, it is becoming increasingly
popular among tourists. The main ways to solve the problems of small business in Ukraine should be
based on the introduction of new standards for hotel customer service and improving the system of
consumer protection, as well as stricter requirements to the safety of guests. It is determined that under
conditions of constantly growing competition from international hotel companies it is important to
reduce the probability of market development under the influence of chain hotels at the national level
and to ensure the national preservation of income. Practical meaning. Practical significance of the
obtained results is in their usage in solving urgent problems of small hotel enterprises development in
Ukraine. Prospects for further research. The prospects for further research are to justify the directions
of imp

Keyword: small business, small hotel business, hospitality industry, mini-hotels, development
problems.
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Anomauia. Mema docnidscenns. MeTo OOCTIIKEHHS € aHaTi3 Po6JieM PO3BUTKY Majioro ro-
TeJIbHOTOo GisHecy B YKpaiHi. JJoCaimKyIOThCS IPUUYMHM BUHUKHEHHS ITPO06JIeM PO3BUTKY MaJIUMX 3aKJa-
IiB PO3MIIIIeHHS Ta ONTUMAJIbHI IIIIXYU 1X BUpillleHHsI. Memodonozis. MeTomosorist mocigskeHHs 6a-
3Y€ThCSI HA BMKOPUCTAHHI 3aKOHIB i 3aKOHOMipPHOCTE! €KOHOMIYHOI HayKM; MeTOHOJIOTil CMCTEMHOTO
MIX0my, 110 MPUITYCKa€ KOMIUIEKCHE BUBUEHHS crelMiKy isVIbHOCTI MaJuX rOTesliB, B YMOBax >KOp-
CTKOI KOHKYPEHTHOI 60poThOM. Y HOC/iI’KeHHI BUKOPUCTOBYBAIMCS BiTUM3HSIHI Ta 3apyOikKHI TeopeTu-
YHi, METOJIMYHI Ta MPAKTUYHiI pO3pOOKM B iHIYCTPil rocTMHHOCTI. Pe3ynismamu. OGrpyHTOBaHO Teope-
TUYHUN MiAXi7 1O PO3BUTKY MaJIOTO r'OTEJIbHOT'O 6i3HECY SIK CTPYKTYPHOTO eJIeMeHTY iHAYCTpii TOCTUH-
HOCTI, 1110 JO3BOJIMJIO BUSIBUTM OCHOBHI ITpOGJIEMM 1IOTO PO3BUTKY Ha yCiX PiBHAX. JloBeIeHO, 110 PUHOK
rOTEeJIbHMX TIOCJIYT B OCTaHHI POKM CTa€ MPEeIMETOM iHTepecy CepemHboro i majoro 6i3Hecy. Y CBOIO
yepry Bce OUIBIIOI MOMYJISIPHICTIO BiH KOPUCTYIOTHCS Y TypuUCTiB. OCHOBHI IISIXM BUPIIIIEHHST TTPO-
671eM Mastoro 6i3Hecy B YKpaiHi IOBMHHI 6a3yBaTuCs HA BIIPOBAIYKEHHI HOBUX CTaHIAPTIB IJISI 006CTy-
TOBYBaHHS CIIOKMBAYiB TOTEIbHUX TOCTYT Ta BJOCKOHAJEHHS CUCTEMM 3aXMUCTY IpaB CIOXKMBAUiB, a
TAaKOXX MOCUJIEHHS BUMOT 10 3a0e3IeueHHsT 6e31eKy MOCTOSIIbIIB. Bu3HavueHo, 1110 B yMOBaXx IMOCTiITHO
3POCTal0vY0l KOHKYpPEHIIii 3 60Ky MisKHApPOAHUX I'OTEIbHUX MHiAIPUEMCTB BasK/IMBO HA HAI[iOHAJIBHOMY
PiBHI 3HM3UTM MMOBIpPHICTb PO3BUTKY PUHKY IIiJl BIUIMBOM MEpEKEBUX T'OTeJIiB, 3abe3meunTtu 36epe-
SKEHHS OXO/IiB Ha TepuTopii mepskaBu. [Ipakmuure 3nauenHs. [IpakTMUHA 3HAUMMICTb OTPUMAHMX pe-
3YyJIbTATIB IOJIITA€ B TOMY, 1110 BOHM MOKYTb OyTM BUKOPMCTaHI JJIs1 BUPIIIIEHHS aKTyaJIbHUX MTPOOIIeM
PO3BUTKY MajIMX TOTeJIbHMX MHiANPUEMCTB B YKpaiHi. Ilepcnekmusu nodanvuiux 0ocaidxiceHb aBTOpa
MOJISITAIOTh B OOI'PYHTOBYBAHHI HAIIPSIMIB ITiIBUIIIEHHS IKOCTi HaaHHS TOTEJIbHMX MOCTYT Y MaJInX 3a-
KJagax PO3MillleHHSI.

Knrwouoesi cnosa: manuii 6i3Hec, Majuii roTeIbHMIA 6i3HeC, iIHAYCTPisl TOCTMHHOCTI, MiHi-TOTeJIi,
Mpo6JIeMI PO3BUTKY.

Kinvkicmo 0xcepen: 24; kinbkicms mabauys: 0; kinokicme pucyHkis: 0; kinbxkicme popmyn: 0.

1. Introduction.
The small business development is the

the quality of life of citizens, as these enter-
prises are oriented to the most pressing prob-

basis for the social and economic development
of the country. It is considered to be the most
mobile, reacts to market requirements and in-
troduces innovations faster.

Small business, as one of the important
and integral elements of the market economy,
provides jobs for a part of the population, in-
cluding sole proprietors themselves. Addi-
tional economic preferences of small and me-
dium enterprises are the growth of gross do-
mestic product, tax payments and economic
potential of the country as a whole, improving

lems and demands of the market in order to
meet them.

It is necessary to develop small and me-
dium entrepreneurship in Ukraine, as this will
increase the level of economic development in
all regions and ensure economic growth of the
country as a whole. This is proved by the ex-
amples of developed countries, where small
business is the leading economic force.

2. Literature review.

Numerous works of foreign and domestic
scientists are devoted to the study of problems
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of small hotel business development, in partic-
ular: M. Porter (1996), R. Braymer (2010),
S. Ahmad and A. Arif (2016), A. Barredaa,
A. Bilgihanb, N. Khaldoon and F. Okumus
(2016), P.Kotler, ]J. Bowen, S. Baloglu and
J. Makens (2016), I. Senenko and
V. Shchepak (2016), A.Roper (2017),
J. Walker (2017), R. Masa’deh et al. (2017),
A. Presbitero (2017), S. Reid, N. Johnston and
A. Patiar (2017), E. Nikolskaya (2018), E. Ni-
kolskaya et al. (2018), F. Buffaa, M. Franch,
D. Rizio (2018), M. Gurlek and M. Tuna
(2019), 1. Povorozniuk and I. Kyryliuk (2019),
and many others.

Despite the significant achievements of
domestic and foreign scientists on the develop-
ment of small hotel business, the dynamics of
changes in the current market situation dictates
early intervention, and hotel enterprises des-
perately need new methods of development
and management of their resources for survival
and growth.

3. Methods.

The following general methods of are
used in the research: deduction, induction,
analysis and synthesis, as well as special meth-
ods: organizational and functional methods
and method of comparative analysis.

4. Research objectives.

The research objective is to analyze prob-
lems of small hotel business development in
Ukraine. The reasons of problems and optimal
ways to solve them are investigated.

5. Results and discussions.

In the EU countries small and medium
business accounts for about 90% of the total
number of enterprises. Approximate number
of enterprises is about 20 million. The number
of employed people is 70% (Ero, 2019).

According to the Ministry of Economic
Development, 99.8% of all enterprises in
Ukraine are small and medium businesses and
79% of the population work there. According
to the UN, small and medium enterprises pro-
duce between 30 and 60% of the national prod-
uct, depending on the country. Ukrainian small
and medium enterprises produce only up to
15% of GDP (Ministry for Development of

Economy, Trade and Agriculture of Ukraine,
2020).

What hinders the small business develop-
ment in Ukraine? As the entrepreneurs them-
selves note, in 2019 it became more difficult to
work. Thus, 38.4% of respondents were dissat-
isfied with the current state of affairs in busi-
ness, while 31.6% of entrepreneurs are quite
satisfied with the situation. For comparison, in
2018 positive moods prevailed - 45% of those
satisfied against 26% of those negatively dis-
satisfied (Ero, 2019).

Entrepreneurs consider high tax burden,
high level of corruption and war in the east of
the country to be the main problems. Last year
(2019) inflation was in the first place (this year
it takes up the 4th place). Among other prob-
lems in our country are crediting and state sup-
port of business.

Can a small business with an annual turn-
over of, for instance, 1 million UAH take a
loan at 25% per annum? Obviously, this is al-
most unreal. There is a vivid example of Euro-
pean neighbours with loans at 2-4%.

We should highlight the problem of lack
of awareness of entrepreneurs about tax
changes and opportunities for development.
For example, there are various credit programs
or grants.

For example, the EBRD and the EU are
starting a credit line of 3 million euros for
small and medium businesses in Ukraine. The
programme will help to increase and modern-
ise our export potential.

In addition, there are programs for SMEs
as a part of Horizon 2020, Competitiveness of
Enterprises and Small and Medium-sized En-
terprises (COSME), Erasmus+ (the program
budget for 2014-2020 is 14.7 bln EUR). Un-
fortunately, not all the entrepreneurs are aware
of these programs.

As for the development of small hotel
business in Ukraine, there has been a signifi-
cant growth over the past ten years. The hotel
industry managers have begun to intensively
master the science of hotel business manage-
ment. As a result, the hospitality industry has
become a high-income one.
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So how does the hotel business attract en-
trepreneurs? Justifying the importance of hotel
business in the world, analyzing the global in-
dices of its importance, we came to the conclu-
sion that the reasons for entrepreneurs' interest
in conducting small hotel business are as such:
relatively small investments; the ability to
work effectively in crisis economic conditions;
increased demand for tourism and hotel ser-
vices; high profitability; relatively short pay-
back period; holding various events on differ-
ent topics.

The standard in the segment of small ho-
tels is considered to be mini-hotels in France,
which attract people with their cosiness and
uniqueness combined with the reasonable
prices. The reform of hotel classification
started in 2009 with the entry into force of the
French Law “On the development and mod-
ernization of tourist services” and led to a re-
distribution of the hotel market by categories
(UNIAN, 2010).

Another example is Switzerland, one of
the ancestors of hotel business, where the
lion’s share falls on small hotels (Baylik, 2006,
p. 47).

According to InVenture, the hotel indus-
try development is primarily due to the low-
cost airlines, which has led to an increase in the
number of foreign tourists. However, accord-
ing to the forecasts of the World travel and
tourism council, the share of tourism in the
Ukrainian GDP until 2028 will only grow to
1.7%, and the number of foreigners who will
visit Ukraine for the year 2028 will increase to
21 million from the current 15 (the share of
tourists among them is less, because statistics
take into account transit travellers), which in-
dicates the low attractiveness of Ukraine as a
tourist destination. Low rates of the industry
development are caused by the lack of favour-
able legislation and necessary infrastructure
for the development of tourism business in
Ukraine, the lack of quality hotels (InVenture,
2020).

Development of hotel business in
Ukraine has a number of serious problems.
One of them is outdated hotels, almost 60% of
which require reconstruction. As practice

shows, banks do not want to invest money in
restoration and repair, as it is quite expensive.
The average payback period is 4-6 years and
the owners themselves simply do not have
such money, and finding an investor is not
easy, especially for small businesses.

High prices for real estate and land hin-
der the development of the hotel business in
many Ukrainian regions. A big obstacle is a
great loss of time and material costs for the of-
ficial registration of hotel business. That is
why there are hotels working in formally.

If we take Kyiv as an example, in 2019
about 230 hostels worked illegally (Fi-
nance.ua, 2019).

According to the estimates of Kyiv Hos-
tel Association, about 70% of hostels in
Ukraine work in the shadow economy and do
not pay taxes (Davydenko, 2019). Not only le-
galization, but also fair taxation would help
improve the situation.

Therefore, in our opinion, it is necessary
to introduce strict financial and statistical re-
porting in order to further plan activities and
define development prospects.

Currently small businesses face the prob-
lem of a legal framework that does not contrib-
ute to their development.

Also, one of the primary problems of
small business is the lack of qualified person-
nel. In Ukraine, there are no reserves of trained
workers, and a large amount of time and finan-
cial resources is needed for quality training of
employees. The work of unqualified hotel staff
leads to losses in this area.

The main problems of hoteliers are re-
cruitment, service quality and advertising
(Ivanov and Shulepova, 2018).

The next problem is the increasing com-
petition in the sphere of hospitality. The do-
mestic market of hotel services is being pene-
trated by international chain companies. This
is due to the lack of experience of domestic
companies in this field. International compa-
nies buy out already built hotels, absorb com-
petitors, and build new objects on their own
funds and by their own technologies.

We should not forget about seasonality in
the work of small means of accommodation. It
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is most often faced with hotels in resort cities,
where there is an active demand in the summer
months, but almost no other time in other sea-
sons. Solving this problem is also a lot of dif-
ficulties, as most cities have nothing to attract
tourists in the “off-season” months. Therefore,
hotels are idle without visitors for most of the
year, and the business owner, again, loses its
money.

One of the immediate problems of small
hotel business development is booking of
rooms. It is not infrequent that the number of
sold rooms exceeds the number of available
ones. Because of this there is an overlay book-
ing, which leads to unpleasant incidents, after
which visitors have a negative impression of
the hotel itself. This is due to the uncoordi-
nated work of automatic computer booking
systems or due to poor quality work of the ho-
tel employees themselves (also, if the hotel
does not have an automatic update of the room
availability on its website, the same problem is
possible).

At the current stage of management there
are a number of other problems that are typical
for all small hotel businesses, namely, the use
of advanced management and marketing meth-
ods, solving automation issues, etc.

The main modern trend for the domestic
hotel business is the active introduction of in-
novations. In the conditions of the modern
market for the organization of service sphere
business the approach focused on satisfaction
of needs of the concrete consumer is neces-
sary.

Many entrepreneurs want to accelerate
the payback of their hotel by increasing the
price of the offered services, which repels cus-
tomers and leads to bankruptcy. And most en-
trepreneurs have no interest in innovative tech-
nologies and most of them are aimed at making
a profit “here and now”.

To ensure the necessary level of compet-
itiveness, it is obvious that the newest infor-
mation technologies should be used through
the introduction of new types of basic and ad-
ditional services, as well as expanding the use
of new Internet communication channels to
promote small hotel businesses.

The main factor of success of mini-hotels
is a well-developed infrastructure, including
transport accessibility, availability of socially
important objects (places of rest, attractions,
shops etc.). This is because in small hotels the
main consumers are middle class businessmen,
youth and tourists. They are quite satisfied
with moderate comfort, cleanliness and home
comfort, delicious cuisine.

The importance of mini-hotels both for
tourism development and for the development
of the region as a whole is an obvious factor.
To overcome these problems, it is necessary
to: improve the legislative base, tax legislation,
ensure modern standards and quality of service
in small hotels.

Also, effective development of small
businesses is impossible without taking into
account the needs of guests, which are con-
stantly changing. Meeting their wishes is pos-
sible only through the introduction of modern
automated internet systems that will promote
effective and competitive business in the hos-
pitality industry.

It should be noted that in addition to the
described problems of small hotel business de-
velopment, there are problems that should be
attributed to the general state of the country.
The popularity of the country, the possibility
of free movement and establishment of busi-
ness relations at the international and inter-re-
gional level, all this affects the demand, which
in turn forms the prerequisites for the industry
development. Therefore, critical factors that
hinder the development of hotels in Ukraine
are: unstable economic situation in the coun-
try. One of the most important factors is peri-
odic financial difficulties among the popula-
tion, which significantly reduce the need for
hotel services for domestic citizens. At the
same time, economy class hotels experience
the greatest difficulties, as most potential cus-
tomers completely refuse to provide services.
Thus, tourists, having no money, prefer to stay
at home, and problems in the sphere of small
and medium business reduce the number of
business trips. This leads to active demand
fluctuations, which are difficult to predict but
create serious obstacles for entrepreneurs;
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low popularity of domestic tourism.
Even despite the economic downturn, the
home country remains not too interesting for
Ukrainian citizens, and the most attractive type
of tourism for most Ukrainians is the outbound
tourism.

low investment attractiveness. Due to the
unstable political and economic situation in
Ukraine, the prospect of investing in the hotel
business is characterized by high risks, both in
the domestic and foreign markets. This makes
it very difficult to raise funds for the develop-
ment and expansion of the industry as a whole.

6. Conclusions.

Thus, we can see that all these problems
are global enough, as they occur everywhere in
Ukraine. Because of this, the hospitality sphere
itself suffers, as most of our hotels cannot pro-
vide the level necessary for productive promo-
tion of this sphere in the future. Accordingly,
it is necessary to invest a lot of effort and la-
bour to establish quality service and eliminate
all problems.

Hotel business is not an easy business,
but with proper management and marketing a
good hotel can quickly pay off and start mak-
ing a profit.

The main ways to solve the problems of
small business in Ukraine should be based on
the introduction of new standards, as in West-
ern countries emphasize the need for their im-
plementation. The world community itself is
changing and as a result new non-traditional
forms of hotels appear. Thus, a more concise
format is increasingly being applied, which ex-
cludes unnecessary luxury attributes and un-
necessary services (for example, daily clean-

ing). This makes it possible to orient hotels to-
wards middle and business class.

Similar transformations should affect the
Ukrainian market as well, which will free up
finances for more important problems (e.g. re-
training and paying more skilled personnel).

An important point for Ukraine is also
the development of domestic tourism, which
can be focused on recreational complexes.
This will demonstrate to domestic citizens that
mini-hotels can act not only as a means for
temporary accommodation on business trips or
vacations, but also as an option for a long stay,
forcing the illegal rent of private apartments
out of the market.

At the legislative level, the new point for
the Ukrainian hotel business should be based
on improving the consumer protection system,
as well as stricter requirements to ensure the
safety of guests. A very important problem for
the domestic market of accommodation ser-
vices is also the lack of compliance with inter-
national standards, and therefore the introduc-
tion of a system of qualitative assessment of
“star” categories is also important to pay spe-
cial attention to.

Of course, it is unlikely that we will be
able to solve the pressing issues at once, even
if we have large capital. However, understand-
ing the main problems of small hotel business
development in Ukraine, we will be able to an-
alyse the prospects and potential profitability
of such enterprise.

Further research requires substantiation
of the direction of improving the quality of ho-
tel services in small accommodation establish-
ments.
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