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RISKS IN THE HOTEL BUSINESS AND WAYS TO REDUCE THEM

Abstract

In modern conditions, it is necessary and very important to have qualitative and quantitative development of
hospitality sphere for Kazakhstan. Any hotel enterprise is exposed to risks related to its production, commercial,
intermediary and other economic activities. The risk factor forces hotel executives to save financial and material
resources, and to calculate the effectiveness of new projects. It determines the risk of loss of resources or income
shortfalls compared to rational use of resources. Therefore, under the influence of threats and risks, the hotel company
is forced to constantly improve its defense mechanisms. The risk in the activity of a hotel enterprise is the likelihood
that an enterprise incurs losses or expenses in the case of a management decision being made, but not carried out, or
if an error was made there. It is also necessary to take into account both force majeure circumstances or circumstances
of undeterminable strength, as they differ from other types of risks by more serious and global consequences. In the
article the authors give a classification of risks in the hotel and restaurant business. The main types of risks, negative
consequences of their manifestation are considered. The analysis of risks of the enterprises of hotel business of
Kazakhstan is carried out. Possible ways to minimize them are identified. Recommendations for localization and
neutralization of hospitality risk factors have been developed.

Key words: risks, hotel business, hotel services, hospitality industry, hotel companies, external factors, defense
mechanisms.

Risk is an integral part of any business, therefore in a market economy, business development
is associated with the desire to reduce risk, the search for methods of protecting against the risk.
The President’s Addresses to the Nation of Kazakhstan and the Strategy on joining the top 30 of the
World’s most competitive countries have a strategic importance, their implementation requires the full
realization of the entrepreneurial potential. In this regard, there is a need to study the problems of risks
in entrepreneurship, which take a variety of forms and have different sources. To reduce uncertainty
and risk, it is necessary to improve the efficiency of economic activity, as well as to develop new
mechanisms of risk management.

To manage entrepreneurial risks, it is necessary to investigate the sources of risk that will allow to
develop certain approaches to risk management.

The hotel business is a sphere of entrepreneurial activity in the provision of hotel services,
construction and development of hotels.

Currently, the hotel business is the main component of the tourism industry. It is an actively
developing branch of the country’s economy.

The rate of growth in the number of hotels in the country is high (Figure 1, p. 200). Over the past
ten years, the number of hotels in the country’s market has grown almost five-fold.

Hotel business, as well as any other activity of commercial structures is subject to various kinds of
risks. Risks taking place in hospitality are diverse, as a high probability of their manifestation. Thus,
the issues of their identification and minimization with the purpose of timely prevention of possible
consequences become urgent [1].

Russian scientists Glushchenko V.V. and Glushchenko L.I. define risk as «the possibility of a
positive (chance) or negative deviation in the course of activity from expected or planned values».
Accordingly, the analysis of sources is divided into two components. “The source of a positive
deviation might be creativity, synergy, integration, accounting for specific features of the operation,
system or service, a favorable combination of external factors” [2].
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Figure 1 — Dynamics of growth in the number of hotels in Kazakhstan (units)

Note — Compiled by the authors according to the source: www.stat.gov.kz

Investigating the negative consequences of risks, they identify the following sources of their
occurrence:

+ natural — these sources give rise to risks associated with the fact that during the performance of
operations or the functioning of the system, external conditions go beyond the preset limits and cause
a negative deviation;

¢ the unreliability of the elements of operations and systems, which include the structural features
of mechanisms or materials (technical properties);

¢ the human factor — could be a source of risk due to the actions of competitors, secrecy,
confidentiality, which can give rise to uncertainty about the object of management (the risk of learning)
or the inaccurate actions of the manager (the risk of action).

In the process of research, we have studied the possible risks taking place in the sphere of
hospitality. We divided them into the following areas [3]:

¢ by the nature of the hazard (man-caused, natural and mixed);

+ depending on the type of activity (entrepreneurial, investment, professional, production);

+ depending on the object at risk (risk associated with life and health, property risks).

Let’s consider them in more detail Technogenic risks include possible negative consequences
caused by people’s activities. In the hotel business in this group of risks are: pollution of the
environment, violation of ecosystems, etc. This category of risks should be approached with special
attention, since the consequences for the environment, as well as for the enterprise itself, can be
serious. So, nature can be damaged in the form of soil cover degradation, pollution of water bodies
and adjacent to the organization of the territory. In this regard, service companies can incur serious
financial costs associated with the restoration of the natural environment, pay penalties, as well as
criminal liability [2].

To natural risks can be attributed risks independent of the human factor. We refer to them
earthquake, flood, volcanic eruption and other natural disasters. The likelihood of their manifestation
depends, first of all, on the location of the objects of the hotel business. For companies providing hotel
services in Kazakhstan, this risk is low due to a low probability of natural disasters.

To the mixed type of risks should be attributed risks caused by manifestations of natural events,
the reason of which was economic activity. In the hotel business, this type of risk can be attributed to
landslide hazard risks associated with construction on landslides prone to landslides, etc. In general,
the probability of occurrence of this type of risk in Kazakhstan is low.

For entrepreneurial (commercial) risks, we have attributed the risks associated with losses arising
as a result of entrepreneurial activities. This group also includes financial and production risks. This is
the most common and probable type of risk. Investment risk is the risk of a decrease in the profitability
of financial investments in commercial activities as a result of ineffective management decisions, as
well as deterioration of the economic situation in the state. In the hotel business, they include investing
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in illiquid assets, an inefficient dividend policy of a service enterprise. Professional risks are risks
associated with the performance of job duties, accompanied by injuries. For the hotel business this
type of risk is minimal. The level of risk for tourism employees is quite high.

Having studied the structure of risks, we separately identified the risks of fire danger, the risks of
thefts and theft of property, the risks of epidemiological danger and the risks of food poisoning. From
our point of view, these types of risks are most relevant for the hotel industry, as they directly affect
customers, and measures to prevent them must be carried out constantly in the process of providing
hotel services.

The risk of fire hazards is related to the risk of fire. In the area of hotel services, this type of risk
can be high in the case of the operation of faulty equipment, wiring, violation of the requirements of
fire safety rules.

The risk of epidemiological danger is associated with the spread of infectious diseases. The flow
of customers in the provision of hotel services is significant, so the risk of spread of infections can be
high. The significance of this indicator is great, first of all, in the countries of Asia, the African continent,
where the tourist sphere and the high level of the spread of infectious diseases are developed. For
Kazakhstani enterprises that provide hotel services, the risk of epidemiological danger is insignificant
and may have high rates in the autumn-winter period, when the level of the incidence of influenza is
high.

The risks associated with the theft and embezzlement in the hotel business are common. Their
indicators can be high or low, depending on the quality of the organization of measures to prevent
them. Effective and well-coordinated work of hotel security services will reduce the risk of theft to a
minimum.

The risks of poisoning the customers of hotels are quite high. They are associated with non-
compliance with the timing of storage of food products, with the sale of products that do not meet the
quality and safety requirements established by regulatory documents. To reduce the degree of risk, it
is necessary to organize control over the supply, preparation and sale of food products in the hotel. For
hotels in Kazakhstan the amount of risk is on average lower than for hotel business in tourist countries.
This aspect is connected with the more stringent requirements of the legislation regarding the sale of
food products.

The classification of risks proposed by B. Milner and F. Luis (Figure 2) seems to be more regulated.
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Figure 2 — Classification of risks proposed by B. Milner and F. Luis
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They propose to divide the whole range of entrepreneurial risks into two main groups. The first
group is formed by external risks arising in the external environment of the enterprise, which they,
in turn, divide into direct and indirect. Internal risks include production, investment and commercial
risks.

We have explored the types of risks, common to hospitality in Kazakhstan, and have identified
ways to minimize them (Table 1). As a research method, a survey of employees in the hospitality
industry was selected, an analysis of the results.

Table 1 — Analysis of risks of enterprises of the hotel business of the Republic of Kazakhstan

Name of risk Type of negative effect | The likelihood Ways to minimize
typical for the region of occurrence
(high > 50%,
medium — 25—
50% low <25)

Technogenic Pollution of the High The use of effective treatment facilities,
adjacent territory (soil, compliance with environmental legislation,
reservoirs), collapse of application of administrative liability
structures, failure of procedures for violation of requirements
equipment and standards for construction works, timely

maintenance of equipment

Natural (climatic) | Natural (climatic) Low Minimization of damage associated with the

prediction of natural disasters, insurance

Mixed Landslides Low Compliance with the rules of construction,

construction technology, the selection of
sites with a low level of landslide hazard

Entrepreneurial Downtime in work High Business planning, analysis of the formed

financial reporting, fulfillment of contractual
obligations, attraction of credit resources.

Investment Decrease in yield on Medium The formation of reliable reporting, reliable
dividends assessment of assets and economic situation

in the enterprise and in the state

Professional Traumatism of Low Compliance with safety regulations, job
workers, accidents descriptions, recommendations, insurance

Risk of fire Fires at the enterprises | Low Compliance with fire safety rules, technical

hazard of hotel business equipment with automated firefighting and

warning systems, insurance

Epidemiological Epidemics Low Implementation of recommendations of

risks the relevant services for sanitary and anti-

epidemiological measures, quarantine

The risks of theft Theft from customers Medium Effective work of the hotel security service

(theft) and staff, theft of
property of the
organization

Risk of poisoning | Poisoning with food Medium Work with proven suppliers of products, the

correct technological processing of products,
compliance with the storage period, the
examination of products

Based on the study, we came to the following conclusions.

Risks related to the hotel industry are diverse, their number is quite high. In this respect, Kazakhstan
has average indicators

The probability of risk depends on the geographical location of the hotel business, on the
composition and effectiveness of measures aimed at minimizing it.

The most significant risks of the hotel business are: man-caused, entrepreneurial, investment,
risks of theft, risks of food poisoning. The high probability of these risks is related to the peculiarities
of doing business, with relatively low economic indicators for the development of the region and
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individual enterprises in the sphere of hotel services, with insufficient quality of organizational
arrangements.

Negative manifestations of these risks can be minimized through the implementation of appropriate
measures to introduce modern technology, compliance with construction technologies, regulatory
and technical documentation requirements; due to reliable assessment of assets and the formation
of “transparent and useful” reporting, attracting additional financial resources; due to the effective
organization of hotel security services; due to work with trusted food suppliers, etc.
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AHJaaTna

Kazipri 3amania KoHaK yil OM3HECIHIH CalachlH CaIajibl )KOHE CAHIBIK JaMBITy KakeTTiniri Kazakcran yiuiH
YJIKeH MaHbI3BI Oap. Ke3-kenreH KOHaK Yil KOCIMOPHBI OHBIH OHJIPICTIK, KOMMEPLHUIIBIK, ISJIAAIBIK KHe Oacka
Jla MapyamnibUIbIK OpPEKETIICH OailaHBICTHI Kayirm-KatepliepiH OackiHaH kemmipenmi. Kayim-katep (axTopsl KOHAK
Y# KoCIMOpBIHAAPBIHBIH OAaCIIbUIAPBIH KAPXKBUIBIK JKOHE MaTepHaJIBIK KOpIapAbl YHEMIEYTe, jKaHa jKo0anapabiH
HOTHKETITIH ecenTeyre MokOoypueai. On KopaapAblH IYPIC KOIIAHBUTYBIMEH CABICTBIPY OOMBIHIIIA KOPITAPABI KO-
FaJITy JKOHE Kipic anMay KayriH aHblKTaipl. COHABIKTAaH Kayin-KarepyiepAiH acepiMeH KOHAK Yi KOCIIOpHBI ©31HiH
KOpFaHBIC MEXaHM3MIEPiH YHEMI xkeTiaipyre Max0yp. KoHak yit KacinmopHBIHBIH KbI3METIHJIET] Kayil-Karepiep — 0J
Oackapy HIemiMiH KaObUIIay, OpbIHAaMay HeMece KaObulaay Ke3iHjie KaTelep JKacajaFaH JKarJaibIHIarbl MIBIFBIHIAP
MEH 3ajajgapra ymelpaysl. COHbIMEH Karap, (hopc-Makop KarnaiiapblH HeMece OeJNTici3 KYILITerl JKaFnaiinapabl
ecernke any Kepek, OMTKeHI ojap Kayil-Karep TYpJepiHEH aybIp YKoHE FalaMIBIK 3apAanTapbiMeH epeKIIeIeHEeT.
Makanazia aBTop KOHaK Yi OM3HECIHIer1 Kayin-Karepiaep/IiH Typiaepin aramn oTTi. Kayin-karepnep/iH Herisri Typiaepi,
oJIapIbIH JKaFbIMCBI3 3apaanTapbl KapacTeIpbUiraH. Ka3akCTaHHBIH KOHAK Yi OM3HCCIHIH KOCIOPHBIHAAFBI Kayill-
KaTepIIepIiH Tauaaybl KenripinreH. Onap/sl a3aiiTyFa MYMKIH JKOJIaphl aHbIKTanFad. KoHak yit Ou3HecCiHiH Kayill-
KaTep (haKTOPBIH LIEKTEY JKoHe OeHrapanTtay OOHBIHIIA YCHIHBICTAP 31pICH/II.

Tipek ce3mep: Kayim-Karepiep, KOHaK yil Om3Heci, KOHAK Y KBI3METi, KOHAaK Yi WHIyCTPHACHI, KOHAK Y
KOCITOPBIHAAPHI, CHIPTKBI (haKTOpsIap, KOPFaHbIII TETIrl.

AHHOTAIHUA

B coBpeMeHHBIX yCIOBHUSIX HEOOXOMMOCTh KaY€CTBEHHOTO M KOJIMYECTBEHHOTO Pa3BUTHS C(hepbl TOCTHHUYHO-
ro 6uzHeca umeet Juist Kazaxcrana oueHb OorblIoe 3HaYeHnE. Bee rocTHHUYHBIE TPEIIPHUATHS UCTIBITHIBAIOT PHC-
KU, CBSI3aHHBIE C NPOU3BOJICTBEHHOM, KOMMEPUYECKOU, MOCPEIHUYECKON U MHOM XO3HCTBEHHOM HESTENBbHOCTBIO.
dakTOp pHCKa 3aCTaBIIAET PYKOBOAUTEICH M MEHEIKEPOB TOCTUHUYHBIX NMPEANPUATHH SKOHOMHUTH ()MHAHCOBBIE
MarepualibHbIe PECYPChl, PaCCUUTHIBATh 3(P()EKTUBHOCTH HOBBIX MTPOEKTOB. PHCK onpeenseT onacHOCTh MOTEPH pe-
CYPCOB HJIM HEIOMOJIy4YEHHs JOXOOB IO CPAaBHEHUIO C PALIMOHAIBHBIM HCIOJIb30BaHUEM pecypcoB. [ToaTomy mox
BJIMSIHAEM YIPO3 M PUCKOB TOCTUHUYHOE MPEANPUITHE BEIHYKIECHO IOCTOSHHO COBEPIIEHCTBOBATh CBOU 3aILUTHBIE
MEXaHU3MBI. PUCK B 1€STEIBHOCTH TOCTUHUYHOTO MPEATIPUSATHS — 3TO BEPOSITHOCTH TOTO, YTO TPEIIPHUITHE HECET
YOBITKH WJTM PacXofbl B CIydae MPUHATHS YHPABICHYECKOTO PEIICHMS, TIPH KOTOPOM OBLIN IOMYIIEHBI OMNOKH.
Hy»Ho Takxke y4uThIBaTh 1 (POPC-MaKOPHBIE 0OCTOATENHCTBA HIIH 0OCTOSATEIbCTBA HEMPEOAOIUMON CHIIBI, OCKOJIb-
Ky OHHM OTIIMYAIOTCA OT APYTUX BHJIOB PHUCKOB 60.]'[66 CCPLE3HBIMU U FJ'IO6aJ'H)HI)IMI/I IOCJICACTBUSMU. B crarbe aBTO-
paMu npuBeJieHa KilacCU(QUKaIHs PUCKOB B TOCTHHUYHOM OM3HECE, PACCMOTPEHBI OCHOBHBIE BH/IbI PUCKOB, HET'aTHB-
HBIE MTOCIEACTBUS UX MPOSIBICHNUS, IPOBE/ICH aHAJIM3 PUCKOB MPEANPUSTHI TOCTHHUYHOTO OusHeca B PecmyOnnke
KazaxcraH, BBIBIECHBI BOBMOXKHBIC ITyTH MUHHUMHU3AIMN PUCKOB, Pa3padOTaHbl PEKOMEHAAINHN TI0 JIOKATH3AINHA 1
HelTpanu3anuy (pakTopoB prCKa TOCTUHUYHOTO OHM3HEca.

KiroueBnle ciioBa: PUCKH, TOCTUHUYHBIN 61/[3HGC, TFOCTUHUYHBIC YCIIYI', TOCTUHUYHAA UHAYCTPpUA, TOCTUHNY-
HbIC NPEANPUATHA, BHCIITHUEC (baKTOpI)I, 3allIMTHBIC MCXAaHWU3MBI.
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