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1. BACKGROUND TO THE WORK, OBJECTIVES

The topic of my doctoral thesis is the relationship between the emerging
spatial development opportunities in the North-Hungary region - Borsod-
Abauj-Zemplén, Heves and Nograd counties - and the hotel industry in the
region. The tourism potential of the region allows the hotel industry, and
through it tourism development, in order to achieve higher economic growth
than at present.

The study area has a significant tourism potential, and has shown
outstanding development in recent years compared to other tourism regions of
Hungary. The tourism attractiveness of a given area is determined by its
characteristics. In addition to the natural and cultural-social values, the
existence of quality accommaodation facilities can be a motivating factor in the
destination selection process, thus determining the tourism offer. "The
establishment of hotels is always a major investment, a long-term investment,
so a hotel project requires a responsible decision, involves risk and in many
cases only pays off over a long period of time, even if it is run and managed
efficiently” (ALBERT, 2018. p. 20). The choice of location therefore also
plays an important role.

Based on the systems approach to tourism, the tourism exposure of a
destination and its volume is essentially determined by its capacity.
Accommodation providers are linked to the elements of receptiveness, which
in addition include basic infrastructure, attractiveness, and the infrastructure
and superstructure of tourism. The latter factor covers the effective marketing
of tourist attractions and the provision of services to meet the needs of visitors,
which includes accommodation providers. In all cases, the provision of
facilities also involves significant costs (MICHALKO, 2016).

The analysis of regions and tourism regions is an important area, where |
will present the North-Hungary region and describe the tourism attractiveness
of the area. The counties of the region are described in detail. Secondary
research results from the literature review partly helped to prove my
hypotheses. According to the title of the thesis, the main topics analysed are:

e the relationship between accommodations and tourism,
definition and types of hotels,
characteristics of hotel operation,
the quality, value and location of hotels,
accommodation capacity and guest flows in Northern Hungary.



| set the following objectives for my research:

C1l: Examination of the impact of spatial development activities within the
North Hungary region and their impact on hotel developments, taking
into account developments, expansions and capacity utilisation
analyses by category.

C2: Examination of the impact of hotel developments on the socio-economic

development of the Northern Hungary region.

In analysing the topic | have chosen, the experience | have gained from
examining the various databases shows the relevance of the topic. Tourism,
and within it the hotel industry as a sector, is experiencing increasing
competition. Consumer needs are constantly changing, new fashions, trends
and, not least, opportunities are emerging. Hotels have to fulfil two main
functions: a core activity and a complementary activity. However, it does not
matter at what quality level they do this. The main objective is to ensure that
the guest leaves satisfied, making the region an attractive destination.

Spatial development and tourism are closely linked. Tourism is part of
the spatial development programme, which sets out broad and specific
development objectives. Together they are integrated into the National
Development Plan, supporting and complementing each other. When
analysing the tourism potential of the North-Hungary region, it is clear that
this potential is diverse and this is precisely what gives this region its decisive
strength, which forms the basis for the even more extensive development of
tourism products.

Based on the literature review and my own professional experience, |
formulated the following hypotheses:

Hi: The hotel industry in the North Hungary region is diversified, but
concentrated in the core tourism area.

H2: The social and economic impacts of the significant hotel developments
of the past decades have been mainly concentrated in the development
locations.

H3: In the North Hungary region, hotel developments have not been
preceded or followed by infrastructure development and development
on a similar scale.

H4: Despite the significant volume of hotel developments, the region is
unable to provide qualified professionals.

H5: The region's hotel industry is not fully exploiting the potential of
innovation.



2. MATERIAL AND METHOD

In my thesis | analysed the possibilities of hotel development in the North-
Hungary region. The region has good potential in this field, but there has been
no serious progress in the last decade. | have set two main objectives for my
dissertation. These are:

e Regional developments within the North Hungary region and their
impact on hotel developments, looking at the sub-regions (category by
category developments, expansions, capacity utilisation assessment,
etc.).

e Impact of hotel developments on regional population figures and
economic changes.

In the first part of my research, | will present the development of the
Hungarian hotel industry from its beginnings to the present day. On the basis
of the literature review, | formulated a novel grouping and conclusions based
on previous research results, thus extending the results of previous research.
In the course of the research, | used the databases of KSH, EUROSTAT,
OECD, STADAT, striving to use up-to-date data.

Primary research was conducted through a questionnaire survey. During
the questionnaire survey, | contacted almost all hotels in the North-Hungary
region in order to make an informed assessment. There are fourty hotels in
Borsod-Abauj-Zemplén county, thirty-seven in Heves county and five hotels
in Nograd county, each three-star, four-star and five star. Out of the eighty-
two questionnaires sent out, | received sixty-four completed questionnaires,
which represents a 78% response rate. From the telephone consultation |
conclude that the questionnaires were filled in by the top management of the
hotel. | evaluated the questionnaire responses partly by visualisation in graphs
and partly by mathematical statistical methods.

The Kruskal-Wallis test is used to assess innovation, development and
investment. Three main areas were analysed in the principal component
analysis:

e Innovation-related studies (principal component 1.).
e Hotel capacity analyses (principal component 2.).
e Investment and financing studies (principal component 3.).

| supplemented the questionnaire assessment with an in-depth interview
analysis to get more accurate answers. For the sake of completeness, | have
carried out a SWOT analysis of the hotel industry in the region, indicating the
main directions for change in the strategic assessment.



3. RESULTS AND DISCUSSION

Through my studies and my chosen methods, | wanted to confirm my
hypotheses, which are:

e The hotel industry in the region is diversified, but mainly concentrated
in the core tourism area.

e The socio-economic impact of hotel developments is concentrated in a
narrow area.

e Hotel infrastructure development is insufficient.

e There is a shortage of qualified professionals in the region.

e Innovation opportunities in the hotel industry are limited.

3.1. The hotel industry in Northern Hungary

By analysing the situation of the hotel industry in the North-Hungary
region, | found that although the development opportunities of the region are
related to the development of the hotel industry, the development of tourism
has not had the same impact which could lead to the region's social and
economic development.

Respondents were positive about the impact of hotel development on
their own business performance. 72% of respondents considered that hotel
developments had had a positive impact on their local economy over the past
decade (Figure 1.). This is a very positive result, taking into account the given
the economic performance of the region compared to the national average.
14% reported average growth and only 11% think it has not changed.
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Figure 1: The economic impact of hotel developments in the Northern
Hungary region on the local economy in the last decade
Source: own calculation, 2021.
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| have analysed the impact of hotel development on the municipality, the
region, the business itself, and on hotel occupancy. The analysis did not show
a statistically proven correlation, so the impact of the development is mostly
affected the situation of the municipality (Table 1. and 2.).

Table 1. Impact of the development on business, the municipality and the
region in relation to hotel accommodation capacity

Group with 3 places N Ranking
averages
Impact of development on 1-50 space 16 25,38
business 51-113 space 18 28,75
114-1000 space 21 29,36
Total 55
Impact of development ont he | 1-50 space 18 26,50
municipality 51-113 space 20 34,90
114-1000 space 21 28,33
Total 59
Impact of development on the | 1-50 space 19 31,42
region 51-113 space 21 34,76
114-1000 space 22 28,45
Total 62
Source: own calculation
Table 2. Significance values
Test Statistics®®
Impact of Impact of Impact of
development on development ont he | development on the
business municipality region
Kruskal-Wallis H 0,755 2,931 1,510
df 2 2 2
Asymp. Sig. 0,685 0,231 0,470

a. Kruskal Wallis Test. b. Grouping Variable:
Source: Own calculation

The results of my research have shown that only specific development
sites confirm positive growth. This may be due to the fact that hotel
developments are linked to natural, cultural and historical attractions, while
infrastructure and job creation which lead to social well-being lags are behind
the economically stronger regions. Wage levels are also much lower, making
it difficult to retain residents. Although the quality of hotel development is
improving year on year, the supply of qualified labour is hampered. It would
be advisable to offer scholarships for hard-to-fill vacancies and jobs to
students, focusing on local residents.



3.2. Labour situation of hotels in North Hungary region

The in-depth interviews revealed that low pay is the main barrier of
filling some jobs (Figure 2.). Most of the hotel workers have professional
qualification (Figure 3.). The main jobs are filled with staff having
professional qualification, but not those that are considered as background
work (bellboy, kitchen assistant, stock clerk, chambermaid, gardener). In these
fields, qualifications are less important.
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Figure 2. Number of unfilled positions in respondents’ hotels (number)
Source: own calculation, 2021.

Source: own calculation, 2021.
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Figure 3. Proportion of people with vocational qualifications



Labour turnover is only significant in certain jobs (cook, kitchen
assistant, server, chambermaid). This is probably a consequence of hard work
and low wages. In order to maintain the quality of the hotel, wages should be
reconsidered and mechanisation should be increased in problem areas. With
the development of digitalisation, many workflows now allow for touchless
input. In addition to online booking for a hotel, it is now possible to check-in
online on arrival or in advance, for example.

In many cases, the lack of local/regional labour is a problem. Such areas
are sales managers, cooks, servers, chambermaids. Hiring local/regional staff
is a way of expanding the possibilities of the hotel. It is advisable to look for
employees who are suitable for the position and willing to work (Figure 4.).
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Figure 4. In which positions are you unable to employ
local/regional labour?
Source: own calculation, 2021.

Despite the difficulties, statistical data shows that the economic
performance of the North Hungary region has increased over the period. In
my opinion, broader development and more opportunities for tendering are
needed to enable the hotel industry to exploit the potential of innovation to a
greater extent. In this way, tourism in the North Hungary region would not
only be concentrated in core areas. The region has significant tourism
potential.



3.3. Innovation activity of hotel industry in North Haungary region

Hungary performs poorly in the area of innovation, ranking 62" among
the countries surveyed in the WEF innovation ranking trend in 2017. The trend
in innovation ranking has now improved, but the situation is still poor. Nearly
44% of respondents do not pay attention to innovation, while 12.5% pay little
attention. Only 21.8% consider it important to apply the latest technical and
technological advances and to renew the organisation.

I have examined several types of innovation, the importance of which
depends on a large extent on the sector, the composition of the market and its
structural changes. These also play a major role in the operation of hotels, and
| therefore explored how respondents perceive the potential for innovation in
their own businesses. The analysis was carried out using the Kruskal-Wallis
test.

Product/service innovation is also essential in hotels, as the provision
of new services or the improvement of the quality of old ones has a clear
impact on competitiveness. Product/service innovation is considered a success
by 48.5% of respondents, 21.9% of them usually deal with it, and only 29.7%
consider it less feasible.

The perception of the implementation of technological innovation is
less typical. Only 31.3% of respondents implement technological innovation
and almost 40% do not pay enough attention to it. Yet process innovation
linked to a new service or product can strengthen competitiveness.

Factors hindering marketing innovation include scarce resources,
outdated tools and inadequate human resources. If progress could be made in
this area, it would be a major positive step for the hotel industry in the region,
as it would allow access to new markets linked to sales. The scattering of
factors hindering marketing innovation is mixed.

The respondents are hotel managers in Heves, Borsod-Abauj-Zemplén
and Nograd counties. When looking at the barriers to innovation, in addition
to the involvement of the county, the following results were obtained. (Table
3).



Table 3. Barriers to innovation

. Ranking
Which county your answers refer to? N averages
financial problems Heves 34 32,26
Borsod-Abauj- 21 32,45
Zemplén
Nograd 9 33,50
Total 64

tax environment - State Heves 34 31,59
Borsod-Abauj- 21 31,07
Zemplén
Nograd 9 39,28
Total 64

tax environment - local Heves 34 32,26

government Borsod-Abauj- 21 34,60
Zemplén
Nograd 9 28,50
Total 64

lack of grants, tendering Heves 34 30,81

opportunities Borsod-Abauj- 21 35,17
Zemplén
Nograd 9 32,67
Total 64

return on investment risk Heves 34 28,22
Borsod-Abauj- 21 34,95
Zemplén
Nograd 9 42,94
Total 64

Source: own calculation

| examined the relationship between innovation opportunities and the
factors that influence them. The rankings show an improvement in innovation
prospects, decline can only registered in the production of a promotional film.
The analysis focused on whether there is a significant difference between
innovation prospects and influencing factors. In three cases the difference is
significant: 'launching or innovating a website', ‘producing a brochure' and
‘organising events or exhibitions'.

The obstacles to implementing innovation activity were partly due to
financial problems and partly to the risk of return on investment. It should also
be added that innovation can only be carried out by properly trained and
qualified people. The barriers and the factors affecting them are illustrated in
Table 4.



Table 4. Correlation between innovation opportunities and influencing
factors

How has the organisation's opportunities for innovation Ranking
changed over the last 5 years? N averages

launch, renewal of website The situation has improved 28 39,45
The situation has worsened 5 21,60
No change 22 29,02
I cannot judge 9 25,44
Total 64

create a blog The situation has improved 28 32,32
The situation has worsened 5 38,20
No change 22 32,59
I cannot judge 9 29,67
Total 64

advertising (newspaper, The situation has improved 28 32,05

radio, TV) The situation has worsened 5 22,90
No change 22 34,41
I cannot judge 9 34,56
Total 64

preparation of a brochure The situation has improved 28 36,25
The situation has worsened 5 16,70
No change 22 26,73
I cannot judge 9 43,72
Total 64

event organisation, exhibition | The situation has improved 28 35,21

participation The situation has worsened 5 21,90
No change 22 27,02
I cannot judge 9 43,33
Total 64

making a promotional film The situation has improved 28 35,14
The situation has worsened 5 36,20
No change 22 27,36
I cannot judge 9 34,78
Total 64

attending professional The situation has improved 28 34,07

forums, conferences The situation has worsened 5 22,50
No change 22 30,39
I cannot judge 9 38,33
Total 64

Publication of a PR article The situation has improved 28 36,04
The situation has worsened 5 19,10
No change 22 29,66
I cannot judge 9 35,89
Total 64

Source: own calculation
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In the 5-element cluster | have listed the barriers to innovation. Among the
aspects analysed, these are financial problems, state and municipal tax
environment, lack of subsidies, lack of tendering opportunities, risk of return

on investment. Figure 4 symbolises the lack of ongoing innovation.
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Figure 4 Analysis of the determinants of innovation by principal component

coefficients

Source: own calculation
Legend

V12.1  We are currently implementing technological innovation
V 12.2  We are currently working to set up a new organisational system
V13.1 Financial problems

V141 Closer contact with customers

V 12.3  We are currently implementing product/service innovation
V13.2 Tax environment -government

V 14.2  Closer contact with suppliers

V 13.3 Tax environment — local government

V12,5 Management runs routinely continues and unchanged

V 13.4 Lack of grants and tender opportunities

V 14.3 Participation in a cluster

V 13,5 Return on investment risk

V 14.4  Greater trust in each other

V 145 If there were less bureaucracy

V146 Market demand for new products

V 14.7  Smaller taxes

V 14.8 Changing the structure of production
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3.4. SWOT analysis

By conducting the questionnaire survey and the SWOT analysis, and with the
help of the answers obtained during the in-depth interview, my objectives
were largely met. On this basis, | have formulated my new findings. The
results of the strategic analysis of the hotel industry in the North Hungary

region are summarised in Table 5.

Table 5 Possible strategies for the hotel industry in the North-Hungary

region based on the SWOT analysis

OPPORTUNITIES
/ \

Situations supporting a change-
oriented strategy

Situations supporting an offensive
strategy

- Retraining and
assistance.

- Creating new jobs to stop
outward migration.

- Attract young skilled workers to
the hotel industry.

- Raising capital for hotel
development.

- Lobbying to improve the region's
hospitality industry.

learning

Raising capital for the renovation

of hotels and price stability.

- Improve cooperation between
hotel operators and guests based
on mutual interests.

- Cluster organisation with the
cooperation of hotels.

- Raising capital by improving
infrastructure.

- Human  resources

retraining.

training,

A

A
Weaknesses |

¢

Il Strengths |

Situations supporting a defensive
strategy

Situations supporting a diversified
strategy

Moving towards sustainability,

reducing polluting production.

- Attracting foreign capital to
"green industries."

- Attracting visitors from outside

the region to retain efficient

businesses.
- Improving the situation of the
Roma population, with

appropriate tenders to maintain
the attractiveness of the region.

- Adapting to the economic
regulatory system.

- Realising the tourism potential of
cultural heritage.

- Attracting development funds to
exploit existing resources.

- Participation in EU tenders.

- Improving the supply of labour by
improving the quality of
education.

- Reducing migration by valorizin
qualified people.

—_

Threats




3.5. Justification of hypotheses

By analyzing the situation of the hotel industry in the North-Hungary

region, | found that although the development opportunities of the region are
related to the development of the hotel industry, the effects that could
contribute to the social and economic development of the region are not at the
same level as the development of tourism.

| use primary data to verify my hypotheses, whether they are verified or

not verisfied. The fulfilment of my hypotheses is shown in Table 6.

Table 6 Justification of hypotheses

HYPOTHESIS

Justification

The hotel industry in the North Hungary region is

the potential of innovation.

Hi | diversified, but concentrated in the core tourism | Verified
area.
The social and economic impacts of the major hotel Partl

H. | developments of recent decades have been felt verifieyd
primarily only at the development sites.
In the North Hungary region, hotel developments

Hs | were neither preceded nor followed by | Verified
infrastructure development on a similar scale.
Despite  the significant volume of hotel

Hs | developments, the region is unable to provide | Verified
qualified professionals.

He The hotel industry in the region is under-utilising Verified
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4. CONCLUSIONS AND SUGGESTIONS

My conclusions and recommendations are linked to the objectives set
out in the introduction. Accordingly, the spatial development activities within
the region are partly linked to the development of the hotel industry and my
research has confirmed this. Hotel developments have only a small impact on
employment figures in the region. Their impact in terms of economic change
is only felt in areas particularly suited to hotel development.

The topic is relevant, since there is increasing competition in the tourism
and hotel industry. The development of the hotel industry can only be achieved
if there is adequate infrastructure, and the region is still lagging behind in this
area. A competitive advantage in the services market must be sought. Quality,
local culture, customer focus and the development of local infrastructure can
provide such a competitive advantage.

The general improvement in living standards helps people to enjoy their
leisure time. Tourism can be an excellent source of this. The sector is
developing dynamically, thanks to:

e the rapid development of transport,
e increased leisure time,
e improved financial security.

The impact of COVID-19 may encourage more cautious development
by the investment community, or the development of smaller accommodation.
EU and national tenders are available to help businesses to make up for
shortfalls and backlogs caused by the epidemic.

Hotels have a high demand for workers to ensure personal contact with
guests. Tiring, demanding jobs often lead to turnover.

The region's tourist attraction is based on its diverse natural assets,
thermal waters, cultural treasures, folklore traditions and wine tourism.

By examining the development opportunities of the hotel industry in the
North-Hungary region, | explored the available opportunities in the given
period, and presented the difficulties and threats that hamper the activities of
accommodation entrepreneurs. |1 summarised my findings regarding North-
Hungary region in a SWOT analysis.

First, | have reviewed the factors that are the strengths of tourism in the
region. The overview of the institutional framework of tourism has been
improved by the designation of planning-tourism regions. The core tourist
areas are easily accessible, with existing motorways and multi-lane roads. The
number of accommodation facilities are adequate for the number of visitors
and feedback from accommodation establishments shows that value for
money is good. The region's significant natural, thermal water potential,
internationally recognized wine culture and cultural heritage are outstanding

14



attractions. Tourism is a major source of employment and is very popular with
students in both secondary and higher education. Nevertheless, although the
benefits include the availability of labour as a cheap source of inputs, there are
also risks, as unfilled vacancies may hamper the high quality of
accommodation activity.

Rapid changes in tourism regulations could put hotels in a difficult
situation for their operation and management. Prices have to be calculated
before the season and hotels have to keep the published price. Regulatory
changes during the economic year can limit revenue-generating capacity.
Communication and marketing tools are limited and cooperation with other
regions should be developed.

Boosting foreign tourism could bring in both domestic and foreign
capital, which would progressively increase the region's hotel development.
This could provide an excellent opportunity to promote the natural and cultural
attractions of the region and to facilitate the development of the related
infrastructure. This would also help to take advantage of EU and national
funding opportunities, as well as to mitigate the economic downturn caused
by COVID-19. Marketing tools should be explored in order to further promote
the range of hospitality opportunities, such as wine tourism, rural tourism,
equestrian tourism, hunting, and the development of religious tourism.

In schools that deliver professional messages directly and authentically,
scholarships could be used to promote training for both students and hotel
staff. This could significantly reduce the shortage of young, well-trained
professionals. This is very important for the region's tourism, as the outflow
of qualified hospitality professionals could reduce the attractiveness of the
region. As efficient businesses cannot find their place, it may also cause an
exodus of employers. The region's human resource endowment could be
improved through tenders.

| have presented the statistical results of my questionnaire research in
detail in the dissertation, including the conclusions of my analysis based on
the in-depth interview. My main conclusions and recommendations are
summarised below.

In my opinion, the main strategic steps to improve the situation are as

follows:

e Develop and continuously implement a long-term hotel development
strategy.

e Raising capital for the renovation and stabilisation of thriving hotels.

e Improve infrastructure in the hotel area.

e Improve cooperation between hotel owners/operators and guests based on
mutual interests.

e Cluster organisation in the hotel industry in high traffic areas.
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e The economic impact of hotel developments should be translated into
prosperity, with a positive impact on counties and regions,

e The region has a developed wine and grape sector. There is much
potential for mutual cooperation between wineries and hotels.

e There is a need to increase training for hotel work in larger cities to
increase the number of qualified workers.

e It would be important to increase investment in hotel development
through national and international tenders.

e The hotel industry in the region is not well placed in terms of innovation.
Innovative developments involving qualified experts should be
implemented.

e The quality of hotel work should be continuously assessed. Monitoring
systems should be implemented.

e The role of local authorities is particularly important in urban areas, and
efforts should be made to improve the hotel development activities of
local authorities in villages.

e A review of the region's hospitality potential and the identification of
development directions, with the involvement of professional marketing
experts, is needed, with a shift towards ‘green industries'.

Based on the results of my research, | developed a possible strategy for
the development of the hotel industry in the North-Hungary region. | propose
to exploit the opportunities in situations that are partly shift-oriented and partly
supportive of an offensive strategy.

| include among the change-oriented strategic steps to promote
retraining and learning, which also reduces migration. Keeping residents and
businesses local will generate new jobs that can attract young skilled workers
to the hotel industry. Lobbying should be strengthened, which will increase
capital inflows that will improve hotel development and hospitality activity.

| have formulated the above-mentioned capital raising as an offensive
strategic move, which will also bring about hotel renovations and price
stabilisation, as well as infrastructure development. There is also a need to
organise clusters of hotels working together.

Defensive strategic steps are also needed, such as attracting foreign
capital or reducing sustainable, polluting production, green and smart cities. |
have included attracting visitors from outside the region to help keep efficient
businesses in place and ensure the livelihoods and living standards of the
population. Putting the hotel industry in a better economic position can help it
adapt to a changing economic regulatory system.

The factors for the development of the hotel industry, the solutions to the
problems of tourism in the region, have been classified in the situations
supporting the diversified strategy. The region's tourist attractions are
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excellent and it is therefore important to realise the tourism potential of its
cultural heritage. This is difficult without development resources, which are
an obstacle to the full exploitation of existing resources. Raising capital will
require investors and EU funding. To boost the situation of hotels, as has been
repeatedly stated, qualified professionals are needed, and improving the
quality of education and reducing emigration are essential to ensure this.
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5. NEW SCIENTIFIC RESULTS

. The results of the secondary research and the questionnaire surveys, as well
as the in-depth interviews, confirm that development are more common in
larger and better capitalised hotels. Smaller hotels are excluded from the
tendering system partly due to a lack of capital and partly due to a lack of
qualified staff.

When looking at the sub-areas of economy, labour management is the most
problematic. This is partly due to inadequate skills, partly to inadequate
distribution of labour and unequal pay.

. There is progress in innovation; product/service innovation is now the most
common. More than half of the respondents to the questionnaire considered
this to be the case. However, there are significant barriers to innovation,
e.g. financial problems, lack of grants, tenders, risk of return on investment,
etc. These need to be changed. The recognition of the need for change is a
new achievement.

. The economic impacts of hotel developments in the North-Hungary region
are positive and significant, their impact on the economic development of
the settlement is significant in the longer term and also greatly improves
local employment opportunities. Due to the strong positive effects, the use
of central resources can be expected to be higher than at present.
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