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MIXED DEVELOPMENT  

The current situation in the hospitality sector in Russia is 
contrasted.

On the positive side, domestic tourism has played a major 
role in the sector’s recovery. According to the regulator, more 
than 25 million people have stayed at hotels in 2021. This ex-
ceeds the 2020 figure by 90% and is just 3% short of the 
pre-crisis 2019 level.

Most of these positive results were seen in tourist destina-
tions like the Black Sea, where most of the hotels exceeded 
their 2019 figures. Since November 2020, Moscow has 
topped the list of European capitals with the highest aver-
age occupancy. Now, hoteliers could further benefit from 
the mandatory vaccination policy recently ordered by Mos-
cow City Hall. However, as of today, only 35% of the Russian 
population has received the first of two injections, which is 
lower than the global average (41%). The global business 
advisory firm Cushman & Wakefield reported that Mos-
cow’s average occupancy reached 43.6% in late 2020 com-
pared to 39% in Istanbul, which was ranked second among 
European capitals with the highest occupancy. By May 
2021, the gap widened, as Moscow hotels saw average oc-
cupancy of 62.5% compared to 31% in London and 24.7% in 
Paris, said Marina Smirnova, Cushman & Wakefield’s head 
of the hospitality and tourism department. However, the 
pandemic forced Moscow hoteliers to adjust nightly rates, 
and thus the average daily rate has yet to recover to 
pre-pandemic levels. In the first five months of 2021, Mos-
cow’s year-to-date hotel occupancy was 54.9%, up 45.6% 
compared to the same period in 2020, according to data 
from STR, CoStar Group’s hospitality analytics firm. Addi-
tional STR data showed that the year-to-date ADR through 

May was 5,181 Russian roubles (USD 70.38), which was 3.6% 
lower than in 2020, while revenue per available room 
jumped 40.4% to 2,843 roubles.

However, we are facing some major risks that are still jeopard-
izing the recovery of the heavily hit hospitality sector:

 › The recovery is looking very fragile, as we have just been 
hit by another wave of infection. This led to further lock-
downs during the last week of October, for instance.

 › The situation in the labor market is very difficult. Most 
properties are struggling to hire frontline team members.

ISSUE

The World Travel & Tourism Council recently warned that the 
COVID-19 pandemic could lead to a loss of 50 million jobs 
worldwide in the travel and tourism industry. According to an 
Oxford economics study, Asia is expected to be the worst af-
fected region and the data suggests the industry could take 
many months to recover.

Following travel bans, border closures, and quarantine 
measures, many workers cannot travel to their places of 
work or carry out their jobs, which affects incomes, particu-
larly for informal and casually employed workers. Given the 
current environment of uncertainty and fear, enterprises 
are likely to delay investments, purchases of goods, and the 
hiring of workers. According to the data, the impact on the 
Indian hospitality industry could render the majority of hos-
pitality workers in India jobless. As a result of this pandemic, 
the Indian tourism industry is looking at bankruptcies, clo-
sure of businesses, and mass unemployment across the en-
tire country.

EUROPEAN BUSINESS IN RUSSIA:  
POSITION PAPER 2022

32



A large part of the labor force is seeing domestic mass immi-
gration, which means a majority of the frontline staff at hotels 
are moving back to their native areas. Temporary workforces 
will be the first to shrink, after which the impact will be felt by 
permanent employees, since hospitality companies may be 
pressured to cut costs. This may lead to a large number of 
people switching industries to go where the cash flow is bet-
ter. This global exodus could have a severe impact on the tal-
ent pool and may not recover until confidence is reinforced 
by employers and governments alike. 

RECOMMENDATIONS

 › We urge authorities to ease labor employment and migra-
tion rules for informal and casually employed workers, es-
pecially those coming from CIS countries. Most hotels in 
Russia, regardless of their location, are having tremendous 
difficulties in finding frontline staff. They often cannot sell 
all their available rooms because they simply cannot clean 
them. This situation leads to a revenue loss and lower qual-
ity. By easing the employment of non-skilled workers, ho-
tels would be able to fully benefit from the post-pandemic 
recovery and maintain their quality standards.

ISSUE

The Federal Antimonopoly Service (FAS) announced that it 
was drafting a bill that will restrict the economically unjusti-
fied increase in prices for accommodation in hotels during 
major international events.

RECOMMENDATIONS

 › By nature, we are operating in a very competitive business 
not only in terms of pricing but in the quality of service. 
There are many players in the hospitality market: interna-
tional chains, locals ones, individuals, and many booking 
channels as well, such as direct, online, and offline travel 
agents, tour operators, and companies.

 › With various actors in terms of offers and distributors, we 
clearly adhere to the definition of a competitive and au-
to-regulated market.

 › Event periods are crucial for the profitability of a hotel. In 
St. Petersburg, for instance, which has a strong seasonal-
ity, most hotels show a loss during wintertime, but they 
manage to compensate for that loss during the summer 
mostly thanks to the Economic Forum and the white 
nights. Restricting prices will substantially lower the at-
tractiveness of the hospitality industry to investors. In 
Russia, there are already fewer upscale hotels for forum 
participants than in other countries. For example, in Lon-
don during the low tourist season, 156 five-star hotels of-
fer their services, while this figure is only 24 in St. Peters-
burg, 6 in Sochi, and 1 in Vladivostok. Therefore, we are in 
a situation where investment must be encouraged and 
supported, not the opposite.

 › All hotels have been hit hard by the COVID-19 crisis. Cash 
flows are at their lowest, average rates are still below 2019 
levels, international visitors have not resumed normal tra-
vel, and most of the international chains are not planning 
on a complete recovery before 2023. Once again, restrict-
ing pricing during periods where hotels are managing to 
overcome these difficulties will jeopardize the fragile, on-
going recovery.

 › Finally, the hospitality and leisure industry is facing a des-
perate struggle to recruit and hire workers as the pandem-
ic wanes and economic demand grows. A recent survey by 
various job sites found that a staggering 38% of former 
hospitality workers report that they are not even consider-
ing a role in the industry for their next job. Hotels will there-
fore need to redefine their policies in terms of recruitment, 
training, careers, and, most of all, wages for their entire 
workforce. Limiting prices and thus revenue will lead to a 
dangerous drop in hospitality employment and overall 
quality of service.

More information on the 
Committee page
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