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Abstract - In Georgia, the tourism development rate is increasing year after year reaching new dimensions. As a result, the 

number of small hotels, including family hotels increases, too. However, poor tourist service is still an important challenge in 

the country. Most of the hotels have not developed their service strategies in advance and limit themselves to short-term 

decisions. The goal of the study is to evaluate the hotel strategies, make the conclusions and develop the recommendations. 

Following the goal of the study, the following study objectives were identified: assessment of the level of development of small 

hotels in tourist industry, evaluation of the level of use of strategies at small hotels, including family hotels, and making 

conclusions and development of recommendations. The object of the study is small hotels, including family hotels, with their 

number showing a 15-20% annual increase in recent years. The theoretical research is based on the scientific works of the 

famous world researchers, including Georgian researchers, while the practical research is based on the qualitative study of 

small hotels in Georgia. Statistical information on the one hand and questionnaires, interviews, graphical, grouping and 

comparison methods on the other hand were used in the process of the study. The study evaluated the level of use of service 

strategies by the small hotels in Georgia and developed the recommendations to contribute to their improved efficiency and 

development.  
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I. INTRODUCTION 

 

The aim of the companies that run service businesses 

is to offer specific services to their clients. In order to 

establish themselves in the market and increase 

viability, the service companies have to permanently 

undertake various steps to achieve customer loyalty. 

However, the observation over the activities of 

successful service companies reveals that their 

competitive advantage within the market is ensured by 

the strategies developed by these companies [6]. 

 

A strategy is essential for both large and small 

companies [2]. Many scholars and researchers around 

the world emphasize the importance of a strategy and 

offer different definitions. A group of scientists notes 

that a strategy is a combination of activities that assists 

companies in achieving their target goals set for 

long-term periods [4]. Porter defines strategic position 

as attempts to achieve sustainable competitive 

advantage [10]. Mintzberg proposes a definition of a 

strategy by means of the so-called five Ps: Plan, Ploy, 

Pattern, Position and Perspective [9]: 

 

The changes taking place in the world, tense 

competition and ever-growing consumer demands 

require more efforts of the service companies. 

Therefore, the companies that limit themselves to 

short-term decisions in the service industry put their 

businesses to risk. [3]. Service companies have to 

constantly focus on how to gain competitive 

advantage, impress customers and become a leader on 

the market [5]. A customer or, more specifically, 

offering the services the customers expect is critical in 

service industry. In identifying what customers wish, 

what kind of services to offer, what ways to choose to 

improve its quality to gain customer loyalty, etc., the 

company should permanently accomplish the analysis 

of external factors, set long-term goals and elaborate 

relevant strategies [7]. 

 

Development and introduction of an accurately 

defined service strategy is an important tool for a 

company to increase its competitiveness in a 

competitive environment. It is true that a service 

strategy is developed at a highest level, but its 

implementation requires the development of relevant 

skills by the employees on a continuous basis.  

 

John Tschohl, a worldly recognized contestant, 

regarding the issues of implementation of a service 

strategy, states that a customer-oriented service is 

most essential to provide, since it is the most powerful 

branding tool and one of the keys of customer loyalty, 

along with the price and service quality.  

 

In recent years, the development of tourist industry in 

Georgia has been taken to a new level. The number of 

tourists increases year after year. Overall, 4.6 million 

visitors, including 2.4 million tourists, visited Georgia 

in 2018. According to the data of the National Bank of 

Georgia, the tourists spent $1.79 billion in Georgia for 

seven months of 2018 what is 21% more compared to 

2017. It should also be noted that in 2017, the overall 
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tourism revenues were more than $2.7 billion making 

6.9 % of gross domestic product of Georgia.  

 
 

According to the data of the Georgian National 

Tourism Administration, there are total 2,342 

hotel-type accommodations in Georgia, with 842 

hotels, 938 guest houses and 562 other types of 

accommodation (Figure 1). The total number of rooms 

at these accommodations, as of August 2018, was 

23,083 what is 48% more the indicator in the similar 

period of 2017. Of them, Ajara region offers most 

rooms in the country. Tbilisi ranks the second (Figure 

2). 

 

 
 

As illustrated in Diagram 1, the share of guest houses 

in the tourism industry is biggest with a growing 

tendency. A short payback period and little expenses, 

alongside with the growing demand, are considered 

the main reasons for an increasing number of guest 

houses [6]. Despite the high growth rate of small 

hotels, they face a number of challenges. In the 

competitive environment, the competitiveness and 

developmental opportunities of small hotels are 

determined by the service quality and competitive 

prices.  

 

Ethics, service standards, interaction skills with 

customers (regardless of their race, gender, ethnicity 

and religion) and flexible prices are the essential 

elements that determine the customer satisfaction with 

the service process. Customer-centric services, 

offering additional benefits to the clients and attaining 

customer loyalty tend to become increasingly 

demanding on a global scale. In this respect, it is 

important for guest houses to develop a complex 

strategy, which, alongside with the assessment of the 

competitors, will consider the location, goals, 

resources, market share, etc. A thorough study of 

competitors assigns an exceptional value to the 

customers and gives the company competitive 

advantage and strategic flexibility [1]. The 

above-mentioned analysis assists the companies in 

establishing themselves on the market. 

 

II. METHODS 

 

In order to assess the application rate of service 

strategies at the guest houses, the information 

obtained from the guest houses was analyzed. The 

guest houses located in various regions of Georgia and 

tourists who personally use the guest house services 

were selected as target groups. Questionnaires were 

sent to hotel employees via e-mail with the 

opportunity to responding electronically. Besides, 

some companies were personally provided with the 

questionnaires developed by means of special web 

portal Survey Monkey, which allows not only 

collecting responses, but also makes it possible to 

group the received responses and analyze and display 

them through charts and figures. The survey also 

involved such methods as analysis, synthesis, 

comparison and statistical analysis. 

During the survey, 80 guest houses and over 200 

tourists were selected. They were provided with the 

questionnaires. The responses were received from 52 

companies via e-mail, while 15 companies delivered 

the information personally, through direct 

communication. The tourists were questioned through 

direct communication what allows us to claim that the 

survey outcomes reflect the actual picture of rendering 

services by guest houses, its strengths and weaknesses. 

 

III. RESULTS AND DISCUSSION  

 

Since 2004, the development of guest houses has 

become a topical issue in the tourist industry of 

Georgia. However, the growth rate has been very high 

for the last five or six years. To the question, as how 

long (in terms of years) they have been on the market, 

52 % of the surveyed guest houses stated that it was no 
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more than five years, while 41% of them stated that it 

was from five to ten years, while 7% of them stated 

that it was more than ten years (Figure 3). 

 
One of the directions within the implemented survey 

was the issue whether the guest houses developed and 

applied service strategies. The survey gave an 

unfavorable picture, as 58 % of the surveyed 

companies noted that they do not use any service 

strategy (Figure 4). 

 

 
 

The next question was about how much the 

availability of the service strategy would contribute to 

an increased efficiency of guest houses. 95 % of the 

surveyed companies thought it would, while 2 % 

believed that it would not; and other 3 % did not have 

an answer (Figure 5). 

 

 
 

Assessment of weaknesses of guest house services was 

one of the directions of the survey. 21 % of the 

surveyed companies consider inflexible pricing as a 

weakness, while 20%, 15% and 17% of companies 

name the absence of competitive advantage, the 

failure to satisfy the interests of customers and 

unprofessional staff as weaknesses, respectively 

(Figure 6). 

 
During the survey, particular attention was paid to the 

criteria used by the customers in selecting guest 

houses. 92 % of the surveyed tourists named the price 

as a criterion, another 73% consider the service 

quality, while 59% of them noted attentive staff, while 

39% of them noted the diversity of services (Figure 7). 

 

 
 

During the survey, tourists were interviewed 

regarding the level of their satisfaction with guest 

house services. 33% of the interviewed tourists 

responded they were satisfied, 13 % were highly 

satisfied; 17% were not satisfied; 25% were neutral, 

and the rest did not have an answer (figure 8). 
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IV. CONCLUSIONS AND 

RECOMMENDATIONS 

 

The main problems of guest houses in Georgia are as 

follows: 

 Absence of a service strategy and the focus on 

short-term decisions; 

 Shortage of professional staff; 

 Inconsistency between the prices and the service 

quality; 

 Lack of communication with customers; 

 Absence of service standards; 

 Lack of incentives. 

 

Consequently, I consider the following measures 

reasonable: 

 Staffing guest houses with competent personnel 

who will contribute to the successful 

implementation of service strategies focused on 

such priorities, as attentive and kind attitude 

towards customers; swift services and comfort; 

price; diversity and personnel’s unique skills. 

 Developing specific instructions and standards. 

 Developing and introducing service strategies. A 

competitive strategy must be developed for every 

guest house individually. The contemporary 

situation on the market, alongside with the 

company resources, its strengths and weaknesses 

and company’s goals and objectives, must be 

studied. 

 Introducing incentives. 
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