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Abstract

The hotel industry is one of the important pillars of economic
development in Europe and an economic generator of almost every
country. The importance of the hotel sector is reflected in its impact on
employment and economic development. The hotel industry in Europe’s
economy has a critically important role in economic and social life. Like
most European countries, Serbia has great potential for the development
of the hotel industry, which is the driving force of some other industries,
mainly tourism, but also transport, food manufacturing industry,
construction, and consumer goods sector. The research subject in this
paper is the capacities of the hotel industry, by regions of the Republic of
Serbia. The aim of the paper is to analyze the possibilities of further
development of tourism and the hotel industry, following the achieved
number of tourist’s nights by accommodation facilities and categories.
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Introduction
Development of the economy, industry and transport, especially after the

World War 11, as well as the removal of barriers between countries, has
created a favorable environment for tourism development. Tourism has
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developed into a global phenomenon and one of the most important
economic sectors and social activities in the modern age. Tourism is
considered to be a driver of economic growth, investment and general
social prosperity and environmental sustainability (PindZo, Barjaktarovié,
2016). There is a close link between tourism and the hotel industry. In this
regard, development of tourism has greatly affected the development and
changes in the hotel industry.

The hotel industry is primarily focused on the provision of
accommodation, and, in this respect, practice knows and theory
recognizes the existence of hotel-type services in combination with or
without food. Performing services that the hotel industry offers requires a
large number of employees and consumes products of a large number of
industries. In this way, tourism participates in the overall economic and
social development of the areas in which it operates. Therefore, the hotel
industry is one of the most important segments of the global tourism
offer.

Over time, tourism and the hotel industry have become the leading
industries in the world, with a significant and growing share in total gross
domestic product (GDP). The Republic of Serbia has the potential and
opportunities for tourism and the hotel industry development, particularly
because of its territorial position, since it is located at the intersection of
the main roads of Asia and Europe. The research subject in this paper are
the capacities of the hotel industry, by regions of the Republic of Serbia.
The aim of the paper is to analyze the possibilities of further tourism and
hotel industry development, following the achieved number of overnight
stays by accommodation facilities and categories.

Literature review

Tourism is widely considered as a generator of economic and social
development, due to numerous interactions with other industries. Despite
the financial crisis, tourism industry has had a certain level of growth in
recent years, and retained its importance as a strategic sector in the world.
“Tourism as a sector can significantly contribute to the recovery of the
national economy” (Jovanovi¢ et al., 2014a).

Tourism industry can be defined as “the activities of persons travelling to
and staying in places outside their usual environment for not more than
one consecutive year for leisure, business and purposes other than being
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employed in the place visited” (UN, 2008). Tourism is an important
sector especially in less developed countries. With significant economic
implications, it should be emphasizdes that tourism contributes to
environmental preservation and protection and to rural development (Ili¢
etal., 2017).

Very often, tourism and hospitality are grouped together as one industry,
but they should be considered separately, even though they overlap and
complement each other, because one sector without the other cannot
completely successfully work. The role of tourism in the economy is
often seen only through hospitality and services provided by travel
agencies, considering it as the main sector of services in many countries
(Jovanovi¢ & Ili¢, 2015). Tourism is not the subsector of the hospitality,
which is regarded as a merely source of the tourist services (Baum, 2008).
One can say that tourism is a dominant factor in the overall economic
development, and it is not only one industry, but an amalgam of many.
Relationship between tourism and hospitality is shown in Figure 1.

Figure 1: Relationship between tourism and hospitality
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Source: British Hospitality Association (2011). Hospitality: driving local
economies, https://dip9shwvohtcn.cloudfront.net/wordpress/wp-content/
uploads/2013/08/ENGLAND-HOSPITALITY-DRIVING-LOCAL-
ECONOMIES-REPORT-FINAL-OCT-11.pdf

Hospitality involves dealing with two types of activities, such as
preparing and selling food and drinks in a special way and renting
furnished rooms for overnight stay (Nejkov, 1981). Specifically,
hospitality is the economic activity that involves preparation, production
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and serving of food, on one side, and the provision of accommodation
services, on the other side (Kosar, 2002).

The hotel industry is often said to be a representative hospitality industry
because of specific spatial, technical and technological, organizational
and human resource capabilities, enabling achievement of full hospitality
service, i.e. a combination of accommodation, food and drinks services
(Longar, 2008).

The importance of the hotel industry for the economy of a country is
remarkable if one takes into account that tourism provides jobs for a large
number of people, and in some countries the number of employees in the
service industry is the criterion for assessing a living standard.
Contemporary hotel industry is much more than just the material basis of
tourism. The relationship between supply (rigid, unchanging) and demand
(elastic, variable) in the hotel industry changes over time in the direction
of adapting supply to the requirements on the demand side. The hotel
industry with its flexibility more and more boldly breaks a thesis about
the offer rigidity, directly involving in the creation of a specialized tourist
product (Maci¢, 2013).

The following hotel industry determinants have been recognized as the
key ones for the period until 2020 (Amadeus, 2014):

1. Guests will be able to tailor every aspect of their hotel experience.
Emphasis is placed on personalized service. Technology, services,
accommodation, bedroom, additional facilitiess at the given price, as well
as the mode of communication should be adapted to the customer
requirements.

2. The hotel of the future will be more personal, connected and
responsive. With the increase in the volume of services and the changing
requirements of hotel guests, hotels will be forced to take care of multiple
needs and requirements which they are exposed to. They will strive to
innovation, such as intelligent furniture, adaptive room environment, and
fun personalization in spare time, individually tailored food and “thought
control” of guest facing systems and appliances.

3. Horizon scanning, anticipation and rapid implementation will become
some of the hallmarks of successful hotel groups. The success of hotels in
the future is related to the ability to recognize risk and possibilities of its
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overcoming, acceptance of innovation, developing effective strategies and
implementation of programs of rapid changes. In particular, the role of
technology systems in the survival of hotels and better adaptation to
guest’s requirements is emphasized.

Trends prevailing on the world’s tourism market determine trends in the
hotel industry. Some of them are: changing needs, work and life
conditions, longer life expectancy, increased awareness, greater need for
security and health preservation, focus on ecology and healthy food, stay
in pure nature, growing demand for adventure (innovative) contents and
excitement, congress facilities, visits to towns and major events (sporting,
cultural, religious, business, etc.), and new travel motivations. For
creation of better hotel offer, there is a need to constantly study the
mentioned trends and adapt to the demands and needs of modern tourists,
continuously following their habits and needs.

Hotel development has an impact on tourism industry development,
because tourism destinations gain value only with quality hotel
accommodation. In this way, one can say that hotel industry affects the
scope and characteristics of tourism activities and spending in a particular
tourist destination.

Along with hotel industry development, tourism industry develops,
because tourism destinations gain value only with high-quality hotel
accommodation. In this way, one can say that hotel industry affects the
scope and characteristics of tourism activities and spending in a particular
tourist destination, as well as the preservation of the natural environment.
Therefore, the focus is more and more on respect for the postulates of
green economy in the field of tourism (Peki¢ & Ili¢, 2015).

Trends in the tourism and hotel industry

Tourism industry has for decades recorded continuous expansion and
growth. The next two decades can expect further positive growth.
According to the World Tourism Organization (UNWTQ) estimates,
tourism is the second largest industry in the world, which has for many
years recorded constant positive growth, and participates in world GDP
with 9.8% (7.2 billion USD). The share of tourism in world exports of
goods and services amounts to 7% (1.5 trillion USD), while in many
developing countries tourism is ranked as the main export sector. At the
same time, it employs about 284 million people, i.e. 1 out of 11 jobs is in

542



the tourism sector. That tourism is on the rise around the world is seen in
the change from 25 million tourists in 1950 to 1186 million tourists in
2015 (UNWTO, 2016). Tourism has become one of the largest economic
sectors in the world (Ili¢ et al., 2015).

Tourism sector will grow by 3.3% annually in the future (2010-2030), and
the average annual growth rate of tourism consumption will be around
11%. This projected growth rate for the period of 2010-2030, represents
an increase of about 43 million international tourist arrivals on average
annually. By comparison, to indicate that this is a positive growth trend, it
should be emphasized that the average increase in international tourist
arrivals amounted to about 28 million annually in the period 1995-2010.
Europe, one of the most visited regions in the world, in the future will
represent the most important place in the world tourism with a share of
41% in the total number of arrivals of international tourists (UNWTO,
2011).

Growth in the tourism industry is closely linked to growth of the hotel
industry, which represents a segment of tourism industry. Hotel industry
IS becoming a leading industry in the world, but also the most common
form of accommodation offer. Revenue from the global hotel industry is
projected to reach about 550 billion dollars in 2018, whereas in 2016
global hotel industry revenues amounted to 490 billion dollars. According
to projections, income should grow by around 12% by 2018, which is
likely to be achieved if the positive trend of growth as in previous years
continues (The Statistics Portal, 2017).

Hotel industry is one of the main development pillars of the economy in
Europe and an economic generator for almost every country in the region.
It is conditioned by the increase in the number of tourists globally. The
importance of hotel industry in Europe is reflected in its impact on
employment and economic development. More specifically, hotel
industry in Europe plays a critically important role in economic and social
life.

Hospitality sector, which includes hotel business, makes a significant
contribution to the European economy, which is reflected primarily in a
share of 3.7% in GDP, and 16.6 million jobs (1 out of 13 jobs in Europe is
in the hospitality sector). In addition, the European hospitality sector grew
by 38% in the period 2000-2010, with an average annual growth rate of
3.3%. In 2010, the contribution of the European hospitality sector to
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output was over €1.0 billion, or 8.1% of total economic output. The total
effect of this was that for every 1 euro spent in the hospitality sector, a
further 1.16 euro was stimulated elsewhere in the European economy
(Hotrec, 2013).

Of the total number of jobs in the hospitality sector in Europe, 10.2
million are jobs that are directly related to hospitality, while the
remaining 6.4 million jobs were stimulated through additional supply
chain demand and spending of employees’ wages on other goods and
services. The number of enterprises in the hospitality sector grew by 3%
in the same period (albeit against an annual average of 17% growth over
the whole period, 2000 to 2010). Accommodation grew by 9% in total
and restaurant, bars and catering by 18% (Hotrec, 2013).

The occupancy rate (the share of total rooms available which are occupied
or rented at and given time) increases annually, globally viewed, which
indicates increase of demand in the hotel industry. In 2014, Europe was
the leading region in the world according to the occupancy of hotel
capacities. Occupancy rate of hotel rooms amounted to 68.8%, while
daily room rates amounted to 139.99 US dollars (HospitalityNet, 2014).
Central and Eastern Europe are still important destinations for foreign
capital investment, particularly in the hotel industry, which has led to an
increase in the number of hotels in the Balkans (Pavlovi¢ et al., 2014).

Characteristics of the tourism and hotel industry in Serbia

Like most European countries, Serbia has great potential for hotel
industry development, which is the driving force for some industries,
mainly tourism, but also transports, food processing, construction and
consumer goods industry. Improving the tourism sector in the Republic of
Serbia is considered one of the development priorities. Republic of Serbia
has adopted Tourism Development Strategy for the period until 2025,
which aims at systematic access to tourism, striving towards sustainable
economic, environmental and social development of tourism,
strengthening competitiveness of tourism industry and related activities,
increasing direct and total share of tourism sector in GDP and
employment, as well as improving the overall image of the Republic of
Serbia in the region, Europe and the world (Tourism Development
Strategy of the Republic of Serbia for the period 2016-2025).
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According to the data for 2015, total contribution of tourism sector to
GDP of the Republic of Serbia amounted to 6.4%, while its direct
contribution was 2.2%. Tourism and hospitality, perceived together,
accounted for 30000 jobs directly and about 157000 taking into account
wider impacts. The share of tourism in total exports of the Republic of
Serbia was 7.3% and nearly 29% of the value of exports of services. The
realized visitor export in 2015 amounted to 1,048 million US dollars.
Investment in the tourism sector amounted to 4.1% of total investment in
the Republic of Serbia (Tourism Development Strategy of the Republic of
Serbia for the period 2016-2025). “The amount of government investment
in tourism may favourably influence investors to contribute more to its
development” (Jovanovi et al., 2014b).

The basic units of the hotel industry are hotels, which are considered the
most representative hospitality facilities for tourist accommodation. They
are also the best known and most widely used accommodation facilities,
which offer quality accommodation services and highly trained personnel,
able to respond to the demands of modern tourists. In the total number of
accommodation facilities in Serbia, hotels have the largest share, both in
terms of the number of facilities and the number of units and beds. Over
time, following from 2013 onwards to 2017, the total number of hotels
and garni hotels in the Republic of Serbia has increased and percentage
change is approximately 13% (there were 300 hotels and garni hotels in
2013 and 341 in 2017).

Figure 2: Percentage share of tourist nights in hotels and garni hotels by
category in the Republic of Serbia in 2015

Source: Statistical Yearbook of the Republic of Serbia, 2016
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According to the category of hotels and garni hotels, in which most
tourists stayed in 2015, those with four stars can be distinguished, with a
share of 39% in the total number of tourist nights. These are followed by
hotels and garni hotels with three stars, or, more precisely, with
percentage share of 35%, while about the same proportion of tourist
nights by category in 2015 was achieved in those with one and five stars
(about 6%) (Figure 2).

Based on the actual number of tourist overnight stays in hotels and garni
hotels in the period from 2011 to 2015, the projection of the future
number of tourist overnight stays in these accommodation facilities in the
Republic of Serbia for the period up to 2020 is carried out. The period
2011-2015 is characterized by a constant increase in the number of tourist
overnight stays, except for 2013, when there was a slight decrease in the
number of tourist overnight stays in hotels and garni hotels. The projected
period 2016-2020 is characterized by an increase in the number of tourist
overnight stays in hotels and garni hotels, regardless of the category, with
a negative peak in 2016 compared to 2015. Applying the trend analysis in
the number of tourist overnight stays in the observed period, by the year
2020 about 4 million tourist overnight stays in hotels and garni hotels in
the Republic of Serbia are foreseen (Figure 3). This projection has the
same tendency as the projected number of tourist overnight stays in hotels
and similar facilities, which is presented through a model of growth from
2016 to 2020 within the Tourism Development Strategy of the Republic
of Serbia until 2025 (Tourism Development Strategy of the Republic of
Serbia for the period 2016-2025).

Figure 3: The projected number of tourist overnight stays in hotels and
garni hotels in the Republic of Serbia until 2020
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Another indicator of hotel industry development in Serbia is the number
of rooms and beds in hotels and garni hotels. The number of categorized
rooms and beds in these accommodation facilities significantly decreased
during 2012, after which, following by 2015, it achieved a slight increase.
Comparing 2011 and 2015 according to this indicator, there was a
decrease of 13% (Figure 4).

Figure 4: Number of rooms and beds in hotels and garni hotels in the
Republic of Serbia in the period 2011-2015
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Source: Authors’ presentation according to data from the Statistical
Yearbooks of the Republic of Serbia for 2012, 2013, 2014, 2015, 2016
year

Analyzing the utilization of available capacities in hotels and garni hotels
by categories in 2014, it is recognized that the most utilized facilities are
hotels and garni hotels with five stars, with 35.5%. Slightly lower
utilization is observed in hotels with three and four stars. The lowest
percentage share in capacity utilization in hotels and garni hotels during
the year observed is in those categorized with one star, 20.5% (Table 1).

Table 1. Capacity utilization by category of hotels and garni hotels in

2014

Category *
Number of tourist nights in hotels and garni hotels [166102| 573802|1063518|1164282|204495
Number of possible nights = number of beds *365 [807380|2095100|3106880|3441220|575240
% 20,57] 27,39] 34,23] 33,83] 3555

Source: Authors™ calculation according to data from the Statistical
Yearbook of the Republic of Serbia for 2015 and the Ministry of Trade,
Tourism and Telecommunications on the categorized accommodation
facilities in December 2014

** *k%k *kk*k *kkkk
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Turnover realized in hospitality sector, whose part is the hotel industry,
over the years (2011-2015) increased in proportion to the increase in the
number of tourists™ arrivals and nights in the Republic of Serbia. On the
other hand, the total number of rooms and beds in all accommodation
facilities recorded a constant drop in the analyzed period.

Regional characteristics of hotel industry in Serbia

In accordance with the subject and aim of this work, hotels and garni
hotels on the territory of the Republic of Serbia are classified according to
regions, and they are: Belgrade region, regions of Vojvodina, Sumadija
and Western Serbia, Southern and Eastern Serbia and region of Kosovo
and Metohija (Law on Regional Development, 2015). Number of
categorized hotels grew in the period from 2013 to 2017 in total and by
categories and regions (Table 2).

By analysis of the number of hotels and garni hotels according to
categorization in Serbia, the most represented are hotels with three stars,
whose number increased during the period in all regions. The same case is
with the total number of hotels and garni hotels with four stars. In
contrast, hotels and garni hotels with one star decreased or declined their
share in the total number of hotels and garni hotels in the Republic of
Serbia.

Table 2: Number of hotels and garni hotels according to categories and
regions

Region
5 .. Kosovo
Belgrade region Vojvodina V\Slzg?s:igjg;rg?a Esaosttjetztr]r?rgeig?a and
Metohija
Ca:?gaorry/ 2013 2014 2017 2013 2014 2017 2013 2014 2017 2013 2014 2017
* 2 4 2 2 1 2 12 | 10 6 9 7 6 /
*x 14 | 14 | 10 | 14 | 16 | 14 | 39 | 32 | 34 | 29 | 29 | 25 /
faieied 23 | 29 | 35 | 24 | 24 | 25 | 27 | 33 | 37 | 17 | 14 | 28 /
Fkxk 30 | 41| 51 |17 | 19 | 23 | 12 | 14 | 20 | 12 | 10 | 15 /
fisioiole 5 5 4 6 5 4 0 0 0 0 0 0 /
Total 74 | 93 | 102 | 63 | 65 | 68 | 90 | 92 | 97 | 67 | 70 | 74 /

Source: Ministry of Trade, Tourism and Telecommunications,
Categorized  accommodation  facilities in  January 2017,
http://mtt.gov.rs/sektori/sektor-za-turizam/korisne-informacije-turisticki-
promet-srbija- categorization /
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Regional distribution of hotels is different depending on observed year.
Thus, in 2013, most of the hotels and garni hotels were in the region of
Sumadija and Western Serbia, more precisely 90. Out of that number, 39
hotels were categorized with two stars, 27 with three stars, 12 hotels and
garni hotels with one star, and also 12 with four stars, while there were no
five-star hotels. Typical for the region of Sumadija and Western Serbia
and the region of Southern and Eastern Serbia is that, over the years, there
were no five-star hotels. In 2014 and 2017, the dominant is Belgrade
region according to the total number of hotels and garni hotels, unlike the
region of Vojvodina, which is characterized by the lowest number of
hotels and garni hotes during all analyzed years.

In the Republic of Serbia, according to the report of the Ministry of
Trade, Tourism and Telecommunications on the categorized
accommodation facilities in January 2017, there are a total 341 hotels and
garni hotels.

Figure 5: Share of hotels and garni hotels in the regions of the Republic
of Serbia in January 2017

Souther and
Eastern Serbia
22%

Belgrade region
30%

Sumadija and
Western Serbia

2506 20%

Source: Ministry of Trade, Tourism and Telecommunications,
Categorized  accommodation  facilities in  January 2017,
http://mtt.gov.rs/sektori/sektor-za-turizam/korisne-informacije-turisticki-
promet-srbija- categorization /

Most hotels and garni hotels in 2017 belong to the region of Belgrade -
30%, followed by the region of Sumadija and Western Serbia - 28%,
region of Southern and Eastern Serbia with 22%, and region of VVojvodina
with 20% (Figure 5).
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Figure 6: Tourist arrivals by region of the Republic of Serbia in 2015
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Source: Statistical Yearbook of the Republic of Serbia, 2016

Tourist arrivals by region in the period from 2011-2015 significantly
increased. The largest percentage increase in tourist arrivals is in
Vojvodina, where there has been an increase of about 43%, comparing the
number of tourist arrivals in 2015 with those in 2011. The most visited
region in 2015 is Sumadija and Western Serbia with a share of 35% in the
total number of tourist arrivals in the Republic of Serbia, while slightly
lower share (33%) is in the Belgrade region (Figure 6).

Table 3: Number of tourist nights by regions of the Republic of Serbia in
the period 2011-2015

Year/ 2011 2012 2013 2014 2015
Region Number| % |Number | % |Number| % |Number| % [Number | %
Belgrade 1337199| 20.12| 1431384 | 22.07| 1489801 22.68| 1535341| 25.23| 1686017| 25.35

region

Vojvodina 756723 | 11.39| 758981 | 11.70| 928606 | 14.14| 929604 | 15.27| 994314 | 14.95

Sumadija and

Western 3200295| 48.16| 2978903 | 45.94 | 3042876| 46.33| 2625382| 43.14| 2904523| 43.66
Serbia

Southern and

Eastern 1350521| 20.32| 1315434 | 20.29 | 1106177 16.84| 995948 | 16.36| 1066998( 16.04
Serbia

Kosovo and

Metohija / ! / / / /
Total 6644738 100 | 6484702 100 | 6567460 100 | 6086275 100 | 6651852| 100

Source: Statistical Yearbook of the Republic of Serbia for 2012, 2013,
2014, 2015 and 2016

Following on tourist arrivals by region of the Republic of Serbia in the
period 2011-2015, the number of tourist overnight stays by region was
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monitored. As the region of Sumadija and Western Serbia is the most
visited, it is not surprising that the largest number of tourist overnight
stays in 2015 was realized exactly in this region, as much as 44% of total
tourist overnight stays in the Republic of Serbia. On the other hand,
looking at this region and the region of Southern and Eastern Serbia over
the years, the decline in the number of tourist overnight stays can be
noticed, while Belgrade and Vojvodina region achieved an increase in the
number of of tourist overnight stays from 2011 to 2015 (Table 3).

Conclusion

Between tourism and hotel industry there is a close link. In this regard,
development of tourism has greatly affected the development and changes
in the hotel industry. Growth in the tourism industry is closely linked to
growth of the hotel industry, which represents a segment of tourism
industry.

Tourism is the second largest industry in the world, which has for many
years recorded constant positive growth, and participates in world GDP
with 9.8% (7.2 billion USD). Hospitality sector, which includes hotel
business, makes a significant contribution to the European economy,
which is reflected primarily in a share of 3.7% in GDP, and 16.6 million
jobs (1 out of 13 jobs in Europe is in the hospitality sector).

Like most European countries, Serbia has a great potential for the hotel
industry development, which is the driving force for some industries,
mainly tourism, but also transport, food processing, construction and
consumer goods industry. According to the data for 2015, total
contribution of the tourism sector to the GDP of the Republic of Serbia
amounted to 6.4%, while its direct contribution was 2.2%. Tourism and
hospitality, perceived together, accounted for 30000 jobs directly and
about 157000 taking into account wider impacts.

Regional distribution of hotels is different depending on observed year.
Thus, in 2013, most of the hotels and garni hotels were in the region of
Sumadija and Western Serbia. Typical for the region of Sumadija and
Western Serbia and the region of Southern and Eastern Serbia is that, over
the years, there were no five-star hotels. Most hotels and garni hotels in
2017 belong to the region of Belgrade - 30%, followed by the region of
Sumadija and Western Serbia - 28%, region of Southern and Eastern
Serbia with 22%, and region of Vojvodina with 20%. The most visited
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region in 2015 is Sumadija and Western Serbia with a share of 35% in the
total number of tourist arrivals in the Republic of Serbia.

It is observed dominance of Belgrade region according to the total
number of hotels and garni hotels, but also lagging regions of Southern
and Eastern Serbia and Sumadija and Western Serbia according to hotels
of higher categories. Also, there was the largest percentage increase in
tourist arrivals in VVojvodina. Information on trends in tourism and hotel
industry in the regions of Serbia are important for policy makers of
tourism development, both at national and regional levels, in order to
better utilize the available resources, recognize the possibilities for the
development of less developed regions, as well as to establish a
cooperation between regions in order to create a joint tourism product.
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