ISSN 2078-6441. Bicuuk JIbBiBchbKOTO yHiBepcuTeTy. Cepisi reorpadiuna. 2019. Bumyck 53. C. 269-276.
Visnyk of the Lviv University. Series Geography. 2019. Issue 53. P. 269-276.
http:/ /dx.doi.org/10.30970/ vgg.2019.53.10676

UDC 338.48:379.8

CATEGORIZATION OF BUSINESS SUBJECTS:
MODERN APPROACHES AND TRENDS IN THE WORLD AND IN UKRAINE

Igor Pandyak

Ivan Franko National University of Lviv,
P. Doroshenko St., 41, UA — 79007 Lviv, Ukraine,
e-mail: pandyakig@ukr.net

The study focuses on the relevance of categorization in the management of the quality of service of hotel
enterprises. The main approaches to categorization of hotel business actors in the world and in Ukraine have
been analyzed, attention has been paid to the need to define key concepts in the management of the quality
of the placement service, the issues of standards and the current categorization process in Ukraine, the
direction of their solution has been substantiated.

The spatial organization of categorized hotel enterprises in Ukraine was analyzed, and the dependence
of the share with the rating and structure of the star categories on the tourist attractiveness of the regions
was determined. The international and Ukrainian hotel corporations, whose enterprises are all categorized
in a high segment, have a significant influence on the categorization.

Among the main issues of categorization in Ukraine are as follows: obsolete, not appropriate current
requirements regarding the quality of the service of regulations, complicated procedure of categorization,
absence of a legal mechanism of influence on hotel enterprises, which publicly declare a certain category
without passing the categorization process, unequal regulatory requirements for the passage of
categorization the subjects of the hotel business of different legal form, capacity, historical status of the
building, not formed in the majority of investors, top management, hotel business, professional
consciousness that needs to be taken globally.

Key words: hotel business subjects, categorization, certification, classification, standards, quality of
service, categorization systems, normative-legal support.

One of the main issues of the hotel business’ organization is the management of service’s
quality. The hotel enterprise’s category makes the complex of characteristics of the service’s
quality and informs the interested sides of the market about them in the hospitality market. At the
same time, there is an unresolved issue of the standards’ unification and approaches of the rating
of hotel enterprises in the world. The difficulty is growing with the spreading not only traditional
categorization systems but also unconventional categorization systems driven by technical and
informational progress and also significant diversification of types of hotel enterprises.

The issue of categorization is especially topical in Ukraine. The inconsistency of
categorization’s system of hotel enterprises has led to formal character of the process itself, the
significant abuse of rating by the subjects of the hotel business and discontent of consumers of
services in the market of services in the state. However, the categorization problem of hotel
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enterprises is inherent in the global character, it is complex and multidimensional, needs to be
studied and to be recommended for resolution.

The management of the service’s quality in the system of categorization and certification of
hotel enterprises has been analyzed in the works of Ukrainian and foreign scientists: I. Bilets-
ka [8], M. Malska, I. Pandyak [10, 11], T. Grin’ko, I. Timar [5, 8], T. Tkachenko [13], V. Fedor-
chenko [14], A. Israel, N. Uriely [2], R. Minazzi [3] etc.

For the consumers, the categorization is a means of informing about the quality of services by
providers of hotel services. However, their level of satisfaction doesn’t depend on the category
of a hotel facility, but on providing the consumers’ expectations. The main problem of
categorization is the fact of comparing the received information by a potential guest about the
enterprise or about the previous experience of using the hotel with the actual quality of service at
the time of receipt. It is necessary to provide the customers’ adherence by providing the
customers’ pleasure to the subject of hotel business, so the service conformity of declared
category of a hotel enterprise in corresponding services.

The analysis of world experience and development’s trends in the categorization of hotel
enterprises shows that there is no unified categorization system, unified approaches, criteria and
procedures. Nowadays, in most researches is mechanically emphasized on the existence of about
thirty categorization systems used in different countries of the world. The symbolism of this
statement is in an attempt to focus on a large number of systems, which are expressed in used
categorization symbols by regions, states (stars, crowns, diamonds, letters, keys etc.). However,
different categorization systems were formed even within the same system in each country, due
to its cultural identity.

Nowadays, the specialists of studies of issues in the management of the service’s quality of
hotel focus on the study of marketing technologies for hotel business. The marketing system
covers various activities, such as categorization, service standards, and also such important areas
as the image and brand of hotel enterprises. The image is the formation of an idea about an
enterprise that is based on a personal experience and the received information about its actual,
declared and expected quality, the characteristics and indicators which are important for
economic, social and another value for the interaction subjects [9].

The categorization is official and optional in Ukraine today, the rating of the hotel is marked
with a “star”, the process is carried out itself by a specially authorized state body.

Of the 4,115 collective accommodation facilities, as of April 2019, 252 (6.1 %) were
categorized, including 2 sanatoriums. The regional imbalances in the development of infra-
structure for the placement are also reflected in the number of categorized hotel establishments.
Nearly 55 % are located in the most attractive regions for tourists (66 enterprises in the Kyiv
region, 46 in Odesa region, 29 in Lviv region) of all categorized enterprises. 26 (0.6 %) are
located in rural areas of all categorized enterprises.

An extremely low level of categorization of hotel enterprises in Ukraine reflects the problems
of management of the tourism field, the quality of goods and services. The problem is complex,
the main precondition of which is the lack of attention to the industry and as a result are the
obsolete and the imperfect legislative and regulatory framework, the contradiction and mutual
denial of key provisions on the mandatory categorization, the lack of development of non-state
profile organizations, and therefore there is almost no influence of authoritative expert agencies
which are developed in many countries, such as Switzerland, Germany, the USA, Great Britain
and others [1, 4].
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The distribution of categorized subjects of the hotel business is characterized by significant
differences within the territory of Ukraine. There is no categorized accommodation establishment
in Luhansk region. A low part of the star hotels are traditionally located in VVolyn, Transcarpathia,
Zaporizhia, Kropyvnytskyi, Mykolaiv, Kherson, Cherkasy, Chernivtsi regions. The largest part
of categorized hotels from the total number of enterprises are in Kyiv region (including Kyiv),
Odesa and Lviv regions and they are the most attractive for tourists. More than half (54,8 %) of
the categorized hotels are located in these regions of Ukraine.

In the structure of the categorized hotels, the highest proportion of subjects of average and
above average service level — three or four stars (more than 70 %) are the most popular in that
business. There is a low proportion of the categorized hotels with “one star” — 6.7 %, because of
the small attractiveness of this category, and the “five stars” — 11.9 %, because they are designed
for a narrow segment of clients.

The largest number of the categorized hotels in the segment “three-five stars” are in Kyiv,
Odesa and Lviv regions, these regions are with the largest number of visits by foreign tourists.
Odessa region is the leader in Ukraine in terms of the number of high-class hotels. There are no
such high-class hotels in Donetsk, Kropyvnytskyi, Mykolaiv, Kherson regions (see table). Up to
20 % belongs to law-abiding international and Ukrainian hotel corporations, among the
categorized hotels, which are positioned in the category of “four stars” and “five stars”, several
hotels in the category “three stars”. A categorization is one of the most important components of
the image among the international hotel groups, like “Raddisson Hyatt Hotels Corporation”,
“Hilton Hotels & Resorts”, “Rixos Hotels”, “Wyndham Hotel Group (Ramada)”” and others. The
Ukrainian corporations are organised by the similar principal — “Premier Hotels and Resorts”
(four to five stars), “Reikartz Hotel Group” (three or four stars), which are well-known because
of the quality of service.

The main standard whereby the procedure of categorization is carried out is DSTU (National
Standard of Ukraine) 4269:2003 “Touristic services. Classification of hotels” [2] is outdated and
does not meet the hotel services’ requirements of Ukraine and EU countries which standards are
corrected every six years. The basic notes about this standard are:

— Requirements for the obligatory passage of hotels categorization. Nowadays whereby the
Law “On Tourism” of Ukraine [11] the categorization is compulsory, but it is carried out on the
basis of freewill certification. The term “categorization” is not used in our legislation, so that we
have to take as synonyms the concept of “categorization” and the concept of “certification”.
However, procedural certification is the accordance of the hotel construction with the technical
characteristics with regard to the safety of life and health of people, the protection of their
property and environment preservation, that is set at the stage of getting the building in the
exploitation [13]. Instead, the “categorization” of hotels enterprises is the process of assigning a
hotel to a certain class not only according to material, technical and protection components of the
hotel building, but also including a complex of components of service quality, among which a
special role goes to a professional staff, service technology, matching the level of acceptable
standards of quality, profiled professional organization. The hotel’s category has to be a mark for
clients, to show the expectable comfort not only for Ukrainian guests but also for foreign
customers, so meet international standards.

— Complicated procedure of passaging of categorization. Regional certification and metrology
centers conduct the certification due to which conclusions the Commission of the Ministry of
Economic Development and Trade of Ukraine establishes the category of hotel enterprises, they
issue a certificate about the assignment of a certain category. The positive moment is that the
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certificate is given for the insignificant term for three or five years, so it prompts the hotels’
enterprises maintain a stable quality of service during the standby mode.

Categorization of collective accommodation facilities in Ukraine, April 2019
Kateropusanist KoJIeKTHBHUX 3ac00iB po3MillieHHs1 B Y KpaiHi, kBiteHb 2019 p.

L
% % g - 2 3\°, Assigned category
. 28 y|lElg|los

Ne The region 8 g § g S'c _‘E‘ % =

s 3 E 2 n § % 1 star | 2 stars |3 stars |4 stars | 5 stars

O O © [

E <
1 |Crimea - - - - - - - -
2 |Vinnytsia 85 3 3,5 - 1 1 1 -
3 |Volyn 131 1 0,8 - - 1 - -
4 |Dnipropetrovsk 228 19 8,3 1 4 7 5 2
5 |Donetsk 121 6 5,0 - 1 5 - -
6 |Zhytomyr 80 3 3,8 - - 1 2 -
7 |Transcarpathian 250 5 2,0 - - 2 3 -
8 |Zaporizhia 374 5 1,3 2 1 2 - -
9 [lvano-Frankivsk 274 9 3,3 - - 6 2 1
10 |Kyiv 162 62 38,3 3 7 28 17 7
11 |Kropyvnytskyi 46 1 2,2 1 - -
12 |Lugansk 29 - - - - - - -
13 |Lviv 337 32 9,5 - - 12 15 5
14 |Mykolaiv 271 1 0,4 - - 1 - -
15 |Odesa 529 44 8,3 5 3 8 15 13
16 |Poltava 107 13 12,1 2 4 5 2 -
17 |Rivne 52 3 58 1 - 1 1 -
18 |Sumy 52 3 5,8 - - 2 1 -
19 |Ternopil 66 5 7,6 - 1 3 1 -
20 |Kharkiv 175 21 12,0 2 1 7 9 2
21 |Kherson 225 4 1,8 1 2 1 - -
22 |Khmelnytsky 90 6 6,7 - 2 3 1 -
23 |Cherkasy 119 2 1,7 - - 1 1 -
24 |Chernivtsi 81 2 2,5 - 1 - 1 -
25 |Chernihiv 49 2 41 - - - 2 -
26 |Ukraine 4115 252 6,1 17 28 98 79 30

It is made in accordance with: The Register of certificates of categorization of hotels and other objects
intended for the provision of temporary accommodation services (residence) issued by the Ministry of
Economic Development and Trade of Ukraine as of 3 April 2019.

— The absence of a legal mechanism of influence on hotel enterprises, which publicly declare
a certain category without passing the process of categorization. According to the results of the
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research, nearly 80 % of 94 % of ukrainian hotels abuse the category, which are not even
categorized.

— The unequal regulatory requirements about passaging of categorization the subjects of the
hotel business of different legal forms, capacity, historical status of the building. According to
the standards of DSTU (National Standard of Ukraine) 4269:2003 “Touristic service.
Classification of hotels” [12] compulsory categorization for hotels and similar placements® means
of legal entities, hotels in old buildings, which are considered as historical and cultural sights,
they used to be the subjects for planning changes because of the reconstruction, however they do
not still subject to categorization.

— The outdated, do not meet modern requirements for the quality of service by the provision
of the Order. For instance, the requirement for availability of radio outlets, color TV in each room
in three-five stars hotels and TV with remote control in four-five stars hotels. It is not indicated
about flat-screen TVs that use the Internet and others components of information and
technological progress which are outdated morally at all. It is not mentioned about using the
wireless Internet connection, the lock systems with electronic keys, electronic cashless payment
systems and other standards provision for quality service in a lot of ukrainian hotels and generally
accepted in foreign standards.

— The subjective nature of individual provisions of the Order, impossibility evaluate
numerically certain criterias (“making the hospitality atmosphere by the staff”, “the staff have to
fulfill the guests’ requests actively”), which lead to unreasonable demands, the corruption
mechanisms in assessing the quality of hotel services by checking state comissions.

— The list of requirements for categorization is formed from a considerable volume those,
which are inappropriate to consider the signs of categorization, but we have to get them as an
indispensable condition for the functioning of the hotel business in terms of consumers’ demands
(the location of the hotel in an ecologically safe area; ensuring life and health of clients, their
property, etc.).

Among the organizational problems of categorization there are some such as:

— the absence of effective mechanism of responsible for non-compliance legislative and
regulatory requirements; unauthorized assigning a category for a hotel has got widespread,

— most of all without any permissions the hotels get assigned the category of “three-four”
stars, due to low attractiveness of hotels with one-two stars and the high customers’ requirements
for the category of hotels with five stars;

—avoiding the categorization by the hotels shows us the problems in the state tourism policy;

— getting assigned the category by the hotels without any permissions, in conditionals co-use
of unofficial ratings which have been formed by customers, experts, hotel chains and other
interested parties, shows us not the disregard for the quality of service but a challenge to a modern
incapacitated system state categorization and state policy in the Ukrainian touristic field;

— the main subjects’ interest of the hotel business to unauthorized categorization in an effort
to declare the quality of the service is much higher than the real state;

— the professional consciousness is not formed in most investors, top-managements of hotel
business, which we have to get globally. Regardless of the forms organization of categorization
in the state installation a certain rating for a hotel facility is just one of the criterias, that do not
have full-scale impact on the customer, it is just one of the enterprise’s reputation, its self-esteem.
Hotel’s category is not the way of earning more money, but reflection of the investor’s
decency [12].
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Inefficiency of the modern system of the hotel enterprises’ categorization in Ukraine is caused
by the uncertainty of the state policy in the field of hospitality, the immaturity of the hospitality
and tourism market. For the effective use of national hotel facilities, the categorization’s systems
in making the positive reputation on hospitableness business, we need:

— to determine with the categorization’s system on national level: compulsory (non
compulsory), official (non official);

— to correct the legislative and normative basis with providing clarity, simplicity, coherence
of positions for unambiguous understanding the process of categorization by the subjects of the
hotel market;

— to set effective and efficient control system and the subjects’ responsibility for the hotel
business for non-compliance with the requirements of categorization;

— to correct the categorization requirements with reputable in the world regional ones (for
example, with the european “Hotelstars Union”), state-owned categorization systems;

— to prompt the hotel business’ subjects for consolidation and development an effective
professional categorization system, in general for all hotels either according to the segment of
their activity;

—to apply the categorization to all the hotel facilities a certain segment of the business equally,
due to specialization irrespective of organizational legal form or capacity.

Categorization hotel enterprises has a formal character in Ukraine, it is organised by the state,
it is built on the outdated requirements and irrelevant services for customers. The basic function
of quality assurance service is almost lost, the imperfection of the legislative and regulatory
framework and the lack of legal mechanisms for controlling the use of hotels by the stars of a
certain category is not stimulates the absolute majority of hotels prior to categorization. Among
the hotels which fulfill obligatory conditions of conducting economic activity and officially
declare their rating are primarily international operators, Ukrainian hotel chains and individual
companies for which they receive categories — a sign of decency in business.

At the state level, a clear coordination mechanism needs to be developed in the tourist
industry. Obviously, to create conditions for effective development the hotel business need to
legislate to develop new ones regulatory and support tools, close to countries with experience
effective development of this sphere of the economy. It is also necessary to adjust interaction and
clear coordination of work between different ministries and departments of which the regulatory
policy in the field of hospitality depends.
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JlociipKeHHs 30cepe/DKEHO Ha aKTyaJIbHOCTI KaTeropusalii B yIpaBiliHHI SKICTIO 00CIyroByBaHHS Y
rOTeNbHUX TianpueMcTBax. [IpoaHai3oBaHO OCHOBHI MiJXOMU 10 KaTeropusailii cy0’€KTiB TOTEIBHOTO
Oi3Hecy y cBiTi Ta B YKpaiHi, aK[[EHTOBaHO yBary Ha HEOOXiIHOCTI BU3HAYEHHS KIIFOUOBHX ITiXOIiB 1010
YIpaBIiHHS SKICTIO TANPUEMCTBAMH TOTENHFHOTO Oi3HECY, MPOOIeM CTaHIapTH3Allii Ta PoIecy KaTeropu-
3alii, 0OTpyHTOBAaHO HANPSIMKH IXHBOTO BUPIIIEHHS B Y KpaiHi.

[IpoananizoBaHO MPOCTOPOBY OPTraHi3allil0 KaTETOPH30BaHUX TOTEIBHUX IMIANPHEMCTB B YKpaiHi Ta
BH3HAYEHO 3aJIeXKHICTh TXHBOI YaCTKH Ta CTPYKTYPH B KaTeropii BiJ] TYpUCTUYHOT MPUBAOIMBOCTI PETiOHIB.
CyTTeBUI BIUIMB HA KaTErOPU3allilo MAlOTh MDKHAPOHI Ta yKPaiHCHKI TOTENbHI KOPIIOPALii, YUiM Hianpu-
€MCTBaM IIPUCBOEHO CEPETHIO Ta BHCOKY KaTeropilo.

Cepen 0CHOBHHUX Ipo0OJeM Kateropusarii B YkpaiHi: 3actapili, ki He BIANOBIAAIOTh Cy4aCHUM BUMO-
raM MO0 SKOCTi OOCIYyroByBaHHS HOPMATHBHI aKTH; CKIIQJHA TPOLEIypa KaTeropusalii; BiICYTHICTHb
MIPaBOBOTO MEXaHi3My BIUIMBY Ha TOTENbHI MiANPUEMCTBA, SIKi ITyOJIIYHO AEKIapYIOTh IEBHY KaTeropiro 6e3
MPOXO/PKEHHS MPOLECY KaTeropu3allii; HepiBHOLIHHI PEryIsSTOPHI BUMOTH II0/I0 IPOXO/UKEHHS KaTeropH-
3arii cy0’eKTaMy rOTENTFHOTO Oi13HECY Pi3HOI MPaBOBOi (GopMHU, MOTEHITI ATy, ICTOPUYHOTO CTaHy Oy IiBIi; HE
copMoBaHa y OIIBLIOCTI iHBECTOPIB, TON-MEHEKMEHTY I'OTENbHOro 0Oi3Hecy mpodeciiiHa CBiIOMICTS,
OpieHTOBaHa Ha TI100abHI MPOIIECH.

Knrouosi crosa: cy0’ekTH TOTENBHOTO Oi3Hecy, KaTeropusauis, cepTudikaris, knacudikaiis, craH-
JapTH, SIKICTh 0OCIYTOBYBaHHSI, CHCTEMH KaTeropu3allii, HOpMaTHBHO-IIPaBOBE 3a0e3MeUeHHSI.
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