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Abstract. Modern tourism is a complex social and economic system, an
element of which is a highly profitable diversified economic and industrial
complex, which includes travel agencies, hotels and restaurants, cafes,
accommodation etc.

Structural changes in the economy, instability of the environment require a
revision of the forms and methods of managing the market of tourism
services.

On the basis of the conducted study, the authors concluded that the feasibility
of using innovations as an important tool for the development of tourism
enterprises and enterprises of the hospitality industry.

It is established that innovations act as an incentive for further development of
tourism and hotel and restaurant business, allow companies not only to
occupy leading positions in their market segments, but also to meet global
service standards. The necessity of innovations introduction at domestic
enterprises of tourist and hotel and restaurant business in order to cover a
larger number of already existing and potential consumers is substantiated.

It is generalized that the use of innovative technologies in the management
system of tourism and hotel and restaurant business, at the present stage of
economic development, is an important task that is of great interest to
managers of enterprises in this field. The results of the study presented in the
article can be used as a source of information to build and improve the system
of investment attractiveness of enterprises in the hospitality industry.

Keywords: tourism, hospitality industry, management, marketing, economy,
innovations, improvement, service, consumer.

1. Introduction

With the beginning of economic reforms during the 1990 there is an urgent need
for a systematic study of the general and specific properties of tourism business
and hospitality industry, the specifics of the organization of their activities,
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patterns of development and management, intersectoral and infrastructural
relationships etc.

The problems of finding investments, on the basis of which the development
of hospitality enterprises in accordance with international standards of commercial
hospitality can be carried out, have become especially important. However,
modern economic theory has so far proposed solutions to these problems, mainly
for the branches of material production.

The specifics of the tourism business and hospitality development, in this
regard, has not yet been fully analyzed and researched. Hospitality innovations
continue to be analyzed only in a narrow range of additional services that can be
provided by enterprises in this area to their customers, and their innovative
development continues to remain outside the scope of comprehensive economic
analysis.

2. Literature review
The first international standard — Frascati Manual defines innovation activity as
«an activity related to the transformation of ideas (research and development
results) into a new or improved product introduced into the market, into a new or
improved technological process used in practical activities, or to a new approach to
social services» [30].

The innovation process is a sequential chain of actions from the generation
of an idea to its implementation in the system of innovative products, services and
technologies and their distribution in practice [31, p. 390].

Innovation not only require resource investments but also are associated
with risk and uncertain outcomes [24, p. 160]. Evidence suggest that economic
success is the foremost aim of all businesses regardless of the size and industry [8,
p. 497; 3, p. 198; 12, p. 89]. From entrepreneurial point of view, it is thus pertinent
to examine how hotels’ innovation strategy relates to long-term economic
sustainability. The hotels’ motivation for sustainable service innovation is related
to market positions, customer satisfaction, service orientation [15, p. 2]. A diverse
array for innovation processes can be distilled from the literature. Amit, Zott and
Moscardo categorize innovation into product innovations, process innovations and
business model innovation, while recognize technological and organizational
innovations [1, p. 58; 23, p. 5; 25, p. 56]. Conversely, Harvard Business Review
identifies four types: sustaining innovation, breakthrough innovation, disruptive
innovation and basic research [28]. Recognize innovation as a two stage process
with ex-ante and ex-post phases. Ex-ante refers to the initial phase of innovation
process which involves generation, screening and evaluation of ideas for BL
innovations; and resource commitment in formal development process.
Conversely, ex-post stage relates to innovations already in the market [9, p. 4]. For
hotels, innovation entails enduring economically in a manner that allows the
current and future guests and other stakeholders to benefit from the hospitality
services and tourism experiences [26, p. 74; 16, p. 5]. Because the needs of
customers in hospitality are constantly ever-changing [11, p.10388], hotels can
capitalize on service innovation strategy that focus on new and improved processes
that are in line with consumers’ needs [4, p. 50; 6, p. 374]. Moreover, hotels may



exploit business opportunities by redesigning their products and services to meet
environmental standards and social needs [38, p. 21]. That is, hotels’ innovation
strategy focused at responding to market dynamics can promote economics
effience [6, p. 375].

Review of articles on service innovations reveals that, innovation research
has largely focused on product innovation of manufacturing firms. According to
Carlborg et al, service innovation research has evolved along three stages [6, p.
375]. The demarcation phase distinguished product (technological) innovations
from pure service (non-technological) innovations. The second phase was
characterized by customer involvement in the innovation process and value
creation [22, p. 701]. Although most technological innovations are developed
outside the hospitality industry [16, p. 5], they have extensively transformed
hotels’ operations [5, p. 46].

The third phase anchors on synthesis perspective, which involves the
integration of both technological and non-technological innovations. From
sustainability point of view argue that companies pass through five innovation
stages to become sustainable. The stages include viewing compliance as
opportunity; making value chains sustainable; designing sustainable products and
services; developing new business models; and creating next practice platforms
[25, p. 57]. In other words, to become sustainable in uncertain and competitive
market environment, hotels need to maintain creativity, departing from business as
usual practices, reflecting on ever-changing market demands and expectations [10,
p. 130]. Accordingly, the present study conceptualize innovation strategy as hotels’
actions that aim at supporting new ideas, experimentation, and creative processes
that lead to new products, services and technological processes [21, p. 135]. In line
with Jones et al this study views innovation strategy as means for hotels to meet
the needs of various stakeholders including tourists [17, p. 37]. Therefore, hotels’
ability to innovate is expected to be an important tool in managing changes in the
business environment.

Innovative hotels are therefore expected to respond actively across a
spectrum of corporate sustainability concerns due to their innovative capability.
Basically, innovativeness represents the willingness to depart from existing
technologies or practices and venture beyond the current state of the art [21, p.
136]. Thus, to be sustainable, businesses need to adapt to changing and challenging
business environments [7, p. 54].

Innovation aims at improving business efficiency, competitive advantage
and profitability [13, p. 65]. It is therefore businesses’ attitudes and strategies
towards innovation that can considerably influence the effectiveness towards the
discovery of new opportunities and exploitation of niche markets [29, p. 3]. In
recent years in Europe the share of online sales of services in tourism has been
increasing. In Ukraine, suchsales remain short of the similar traditional services of
travel companies, but we can speak about the high dynamics of growth in the
future. Some travel services already use the i-commerce, based on the elements of
artificial intelligence, which helps to analyze large amounts of data and learn from
their own and other people's experience of filling the customer orders. Personalized
services that are most suitable for a particular customer are a strong competitive



advantage [20, p. 1008]. Such adaption may largely require a proper utilization of
innovative strategies [37, p. 680; 39, p. 238]. In other words, the degree to which
businesses create new products, services and processes that add value to
marketplace influences their economic sustainability [14, p. 8]. In fact, firms with
strong innovative strategies tend to constantly scan and monitor their environments
while identifying new opportunities to strengthen their competitive positions.
Likewise studies inform that, entrepreneurial, dynamic and innovative firms tend
to be adept at environmental scanning, gathering and processing information [27,
p. 206].

Therefore, innovative activities can be a driver for economic development
for enterprises in tourist and the hospitality industry. However, the problems of
innovative development of tourism business and hospitality enterprises remain
little researched. This is largely due to the fact that for a long time tourism business
and hospitality industry remained on the periphery of scientific and economic
observation. The urgency of these issued led to the choice of research topic and
outlined its purpose.
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