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Analysis of factors affecting the sustainability of sphere of the tour operators in Russia

ABSTRACT.

COVID-19, being a sudden worldwide negative shock, has had a great influence on numerous
spheres of life, especially medium enterprises. In relation to recent events, it is reasonable to
carry out analysis of the impact occurred and determine the extent to which the stability has
faltered. The question of whether COVID-19 had the primary role in such deterioration is fair to
occur. The key methods of this research are descriptive statistics, data visualization, analysis of
financial reports and existing bankruptcy models up until the present moment. This way, the
financial statements of tour operators have been examined and results are presented in the
convenient form of illustrative graphs, diagrams and tables. The anticipated result is to obtain
substantial proof for COVID-19 having been the strongest shock to destabilize the mentioned
sphere. It is also expected to present a set of recommendations for companies’ managers to
maintain the recovery process from such a negative shock.

Keywords: medium enterprises;, pandemic; coronavirus, sustainability; economy, tour
operators.

The COVID-19 pandemic has been one of the most significant shocks in recent years.
Governments all over the world have directed all their efforts towards minimizing the damage,
including the international level measures, and have implemented restrictive measures in order to
resolve the issue as quickly as possible.

One particular category that has been the most affected by this crisis is small and
medium-sized businesses. Despite their significant contribution to the country's GDP, these firms
are still the least prepared for crisis situations and, therefore, the most vulnerable.

In scientific studies analyzing COVID-19 and its economic consequences, a tendency of rank
distribution of sectors of small and medium-sized businesses that have been most deeply affected
by the pandemic is the following: food, tourism/hospitality and retail respectively [9]. Despite
the belief that the restaurant industry has suffered the most, this study is focused on analyzing the
tourism industry's sector of tour operators. This choice is driven by the following reasons:



Firstly, the format of running a restaurant business allows for greater flexibility, which many
entrepreneurs took advantage of during the pandemic [4]. This means that their losses could be
minimized in a relatively short period of time, which cannot be applied to tour operators [3].

Secondly, the restaurant business is strictly based in one geographical location, whereas
activities of tour operators involve various types of international migration, which significantly
increases political risk.

Thirdly, the losses incurred by other industries in the theoretical model are statistically
insignificant, hence can be removed from the sample researched.

The relevance of this topic is determined by the relatively high significance of the tourism
industry for the Russian economy:

Chart 1. "Share of tourism gross value added (GVA) in gross domestic product (GDP) of Russia
from 2017 to 2022"
Source: Share of tourism gross value added (GVA) in gross domestic product (GDP) of Russia
2017 to 2022 // Statista; URL:
https.://www.statista.com/statistics/1115768/tourism-gross-value-added-gdp-share-russia/

As the chart suggests, the share of the tourism industry in GDP fluctuated around 2.5%
throughout the period under review.

Hence, the hypothesis is the following: the COVID-19 pandemic had a significant impact on
the stability of tour operators and thus became its main destabilizer. The novelty of the study
involves a deeper dive into a specific industry through comprehensive analysis of the shock that
occurred and bankruptcy forecasting via appropriate models. The practical significance of the
work is the fact that conducting research on the topic "Analysis of the stability of travel agencies
in Russia during and after COVID-19" will allow for a more detailed study of the impact of
COVID-19 on the state of tour operators operating in Russia, identify weak points among
companies in the sample, and propose solutions to address them. The results are to be used for
further observation of the dynamics of the stability of tourism companies, as well as for
developing optimal ways to solve existing problems in the company's structure.

The main goal of the given research is to answer the key question regarding the degree of
influence of the COVID-19 pandemic on the sustainability of the selected tour operators. To
achieve this goal, the list of targets to meet is established; they are as follows:

= analyze existing models for analyzing business stability;
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— identify the most optimal models for analyzing the tourism industry;
— calculate financial indicators, analyze their dynamics;

= select the optimal bankruptcy forecasting model and, if it is not applicable, propose an

alternative assessment method;

— based on the application of selected models, draw conclusions and confirm or refute the

hypotheses put forward.

As a result, the main reasons for the current state of companies will be identified and a set of
management recommendations will be formed to mitigate the serious consequences or maintain
stability of companies’ activities.

The literature review used, which is used as a theoretical foundation during the research, is
based on the 5 targets outlined earlier. The key targets that require theoretical support and
justification would be the first three, whereas the last ones have a quite applicable character.
Therefore, the presented literature review is to be formed around the first three theses.

R. F. Brenes, A. Johannsen, and N. Chukhrova [2] provide a detailed analysis of all existing
methodologies that are capable of predicting company bankruptcy. The authors highlight the
one-factor model by W.H. Beaver and the multi-factor model by E. Altman, both of whom have
become the front ones in the bankruptcy forecasting research sphere. The authors consider the
need for the correct choice of a variable that characterizes the concept of "company bankruptcy"
in order to classify existing theories. This research paper will focus on some of the key theories
taken from there, and a further assessment of their applicability to the Russian case is to be
ensued.

The prerequisites of the tourism industry necessary for financial analysis are described in
detail in the textbook by V. Bogolyubov, "Financial Management in Tourism and Hotel Business:
Textbook for Universities" [1]. The author mentions such aspects as the predominance of
short-term items in financial reporting (in liabilities and assets) and a high percentage of
borrowed funds allocated to trade credits (which implies the need for clear distinction of
accounts payable arising from these credits and liabilities to other creditors). Later, these theses
will become theoretical support motivating the use of a particular model.

T. Teplova [7] provides an analysis of methods for assessing company success and
sustainability. She emphasizes the importance of establishing a system of interconnected and
balanced financial indicators. While conducting this research, a number of terms and indicators
were used, such as the projection of current efficiency, solvency and liquidity. With the help of
this conceptual framework it will be possible to motivate the use of efficiency and liquidity
ratios.

V. Zhdanov and 1. Zhdanov in their book "Financial Analysis of Enterprises Using Ratios and
Models" [10] analyze MDA, logit, scoring, and rating models applied in foreign, Russian and
CIS practice. Based on the specificity of calculations in each region, numerical constraints on the
sample selection from bankrupt and non-bankrupt enterprises and a number of other specific
factors, the authors provide recommendations for the sample size and industry for which the
model will predict bankruptcy with the highest probability.

M. Romanova and 1. Kulgachev in their article [5] highlight various types of risks in the
tourism industry. The focus is mostly on types of risks in areas of entrepreneurial activity:
production, commercial, financial and insurance ones. Based on the classification and further
manifestation of risks, an attempt will be made to formulate recommendations for maintaining
stability in activities.

A prototype analysis of the sustainability of a travel agency was conducted in the article [6]
by V. Smolkin, in which he analyzes the planning of the VolgaTour LLC travel agency,
comparing it with its closest competitors. The author identifies the main reasons that can lead to
bankruptcy or destabilization of such companies' activities. This theoretical knowledge will help
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to identify and analyze the main problems of travel agencies and establish ways to solve them in
the context of the COVID-19 pandemic.

Presumably, the results of the conducted research will fill the vacant niche of industry-level
research in the activities of tour operators and present a set of recommendations for maintaining
the sustainability of enterprises in the Russian market in a more generalized format unlike
presented in the former studies.

For the study, the data sample was compiled from the following 10 travel agencies:

Ambotis Tour Service
Alean

Dolphin

TEZ Tour

Coral Travel

Sunmar

Anex Tour

Biblio Globus

. Intourist

10. Pegas Touristik

The main criteria for selecting observations were the following conditions:

XN RO =

— presence in the Russian market;
= prolonged period of activity;

— availability of financial reporting.
The following chronological reference for the selected period is appropriate:

= 2018 — reflection of the pre-COVID situation in the company, its functioning under
ordinary conditions;

—  2019-2020 — the actual period of the pandemic;

= 2021 —the period of gradual return to pre-COVID indicators.

By adhering to this temporal gradation, the authors of this article assume the most profound
analysis of the degree of COVID-19 influence on the selected industry.

As a result of horizontal analysis, the dynamics of assets of each company in the sample
were traced. Based on this, the companies were divided into three groups:

1. Companies with positive asset dynamics throughout the period under review (“Coral
Travel”, “Dolphin™);

2. Companies that reached in asset quantity in 2020 (“TEZ Tour”, “Intourist”, “Anex
Tour™);

3. Companies that reached a minimum in asset quantity in 2020 (“Ambotis”, “Biblio
Globus”, “Sunmar”, “Alean”).

The most representative companies from each group were "TEZ Tour", "Alean" and
"Dolphin", so their indicators will be described further.

The positive dynamics of assets in the first group can be explained by several reasons. Since
tourism companies mainly have short-term asset and liability items in reporting, it is assumed
that, with other equal conditions, the increase in current assets contributed to the growth of total
assets. Such an increase can be interpreted positively due to the increase in accounts receivable:
it is assumed that companies have developed an efficient scheme for selling services, adapting to
external global shocks.



Chart 2. Asset dynamics in “Dolphin” in 2018-2021
Source: SPARK
Regarding the second group: the sharp increase in assets of those companies may have been
due to massive government financing during the pandemic period, which have helped to ensure
their further activity. Nevertheless, the decrease in assets in 2021 among all group
representatives occurred simultaneously with a decrease in revenue; it is possible to assume that
the economic activity of those companies slowed down, which is a predictable negative aspect.

Chart 3. Asset dyvnamics in “TEZ Tour” in 2018-2021
Source: SPARK

Finally, the sharp decline in asset volumes may have been caused by the spread of the
coronavirus. Companies had fewer opportunities to carry out their activity, so more funds aimed
at ensuring the stability of tour operators and mitigating risks were utilized. Along with the
negative revenue trend coupled with accounts receivable, such a decrease in performance could
have been caused by an ineffective investment policy. In particular, this could have led to the
bankruptcy and liquidation of the tour operator “Alean”.



Chart 4. Asset dynamics in “Alean” in 2018-2020
Source: SPARK

Based on the results of vertical analysis, the previously selected three companies have the
following distribution of liabilities and capital:

Chart 5. Equity and liabilities ratio of “TEZ Tour” in 2018 & 2021
Source: SPARK

It can be noted that the ratio of credit debt has shifted towards a greater share over the three
years, indicating an increase in borrowed funds. Taking into account the epidemiological context,
this was probably caused by a lack of their own funds to carry out activities at the level of
previous years.

2018 2020
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Chart 6. Equity and liabilities ratio of “Alean” in 2018 & 2020
Source: SPARK

“Alean” underwent more significant changes. If borrowed funds and undistributed profits
accounted for a large share in the first year, by the end of the period, 80% of the share was taken
by undistributed profits. This is likely to be explained by an ineffective investment policy that
led to zero borrowed funds in conjunction with a lack of revenue, which subsequently led to the
bankruptcy of the tour operator.

Chart 7. Equity and liabilities ratio of “Dolphin” in 2018 & 2021
Source: SPARK

“Dolphin” did not have any significant structural changes, which indicates a relatively stable
activity for the tour operator that was able to adapt to the pandemic and implement an effective
investment policy.

Furthermore, a coefficient analysis was conducted based on applicable metrics for the tourism
industry. Seven coefficients were calculated with conditional formatting applied to represent
deviations of the resulting values visually.
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Table 1. Current liquidity for the sample firms during 2018-2021
Source: authors’ calculations

Current liquidity is essential in assessing liquidity. According to the Russian scale [9], values
less than 1 (highlighted in light red in the table) indicate critical insolvency, and the number of
such values does not exceed 30% for all years studied. Values from 1 to 2 (light orange color)
indicate a low degree of solvency and are predominant in the sample. Highlighted values ranging
from 2 to 3 (light yellow color) indicate satisfactory solvency. The only light green value
indicates high solvency or an unstructured capital, interestingly attributed to Alean which went
bankrupt the following year.

Table 2. Quick liquidity for the sample firms during 2018-2021
Source: authors’ calculations

The quick liquidity shows the company's solvency in the short term. When fluctuating around
the 0.8 [9] indicator (light green color), an optimal level of financial stability is supposed; this

phenomenon was noticeable in 2020-2021 for Biblio-Globus. A value of 0.6 to 3 (orange color)
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demonstrates a high degree of solvency; presumably, almost all the companies were solvent in
the short term. Values marked in light red above 3 suggest an irrational capital structure. Only
two values appear in the table, and one of them belongs to the bankrupted Alean.

The white-colored values are not included in the ranges and cannot be explained.

Table 3. Total liquidity for the sample firms during 2018-2021
Source: authors’ calculations

The total liquidity ratio shows the ability to pay off short-term and long-term obligations with
assets. According to normative values, it should be greater than 1. The higher the value is, the
higher the company's ability to pay off its obligations is; however, excessively high indicators
may reflect the inability of the company to manage assets effectively and rationally.

For the company "Ambotis," the values of the current ratio are the most favorable. Only in
2020 did a decline occur due to the shock of the pandemic, but by 2021 the situation had
stabilized. The tour operator "Alean" also entered the "green zone," but the values were by two
or more times higher than the norm, indicating an irrational asset management, which could have
been one of the reasons for the company's bankruptcy. Other companies mainly had a current
ratio value of 0.5 and maintained it throughout the entire period under study.

Table 4. Leverage for the sample firms during 2018-2021
Source: authors’ calculations
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The leverage ratio shows the proportion of borrowed funds in the overall capital structure and
determines the extent to which debt capital influences the financial leverage effect. Optimal
values are in the range of 0.5-0.7. As values increase, financial risks also increase. If the amount
of borrowed capital is less than 50%, the enterprise misses the opportunity to increase profits.

Thus, inefficiency in the use of borrowed capital was identified among the tour operators
"Anex Tour", "Biblio-Globus", and "Intourist". The indicators for "Ambotis" and "Tez Tour" are
the most favorable overall, although may not always be optimal. The company "Alean", which
went bankrupt in 2021, showed a tendency to attract borrowed funds, which it was likely to fail
to handle. The other tour operators in the sample hardly resorted to borrowing, which hindered
their activities.

Table 5. Financial stability ratio for the sample firms during 2018-2021
Source: authors’ calculations

Financial stability ratio reflects the ability to sustainably finance the production process in the
long-run perspective. The recommended indicator value is around 0.8-0.9. A decrease in this
value reduces the ability to timely pay off short-term obligations and increases the risk of
bankruptcy.

According to Table 5, "SANMAR", "Anex Tour", "Biblio-Globus", and "Intourist" are the
companies that are least able to pay off their obligations. Interestingly, "Alean", which was
dismantled in 2021, shows very good values. It is likely that the ability to pay off short-term
obligations could not guarantee such a possibility in the long term.

In addition to conducting preliminary analyses of financial statements, several models were
selected to describe the economic reality in the tour operator industry with further attempts at
application. The following were chosen [4]:

— Altman model;
— Beaver model;
—  Fulmer model.

The Altman model, despite relying solely on financial statements, does not include
market-based evidence of the probability of bankruptcy, which makes it unsuccessful and
ignorant of taking into account the realities of the industry.

The Beaver model neither provides an opportunity to derive a final bankruptcy indicator and
interpret the results obtained, nor does it reflect industry-specific features.
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The Fulmer model is the most optimal in this particular case as it incorporates the advantages
of both previous models. Therefore, this study attempted to apply it to the sample with
subsequent comparison of results with the actual state of companies.

Table 6 presents the results of calculating the Fulmer model assessment with subsequent
explanation of the result.

Table 6. Fulmer H-score for sample firms during 2018-2021
Source: authors’ calculations

Comparing the results of other analyses and the reality with the results of the Fulmer model
calculations, there are significant differences observed. For instance, according to the Fulmer
model, "Coral Travel", "SANMAR", "Intourist", and "Pegas Touristik" are most likely to become
bankrupt in the foreseeable future, while financial analysis showcases their comparative
favorability in terms of deviations from normal values unlike Anex Tour and Biblio-Globus.
"Intourist" is among the three outsiders in terms of indicators, but in reality, the company
continues to generate profits. Meanwhile, it cannot be applied to "Alean", which was declared
bankrupt, but was not marked as one by the Fulmer model. As for the other companies presented
in the sample, they are not in the risk zone of bankruptcy, which is confirmed by the model.

Given the thoroughly discussed theses, the following conclusions can be established:

= COVID-19 was not always the primary cause of the decline in company performance;

— However, denying its negative impact on the companies in the sample is irrational:

"Anex", "Biblio-Globus", and "Intourist" are cases in point.
Given that the Fulmer model was not fully applicable to this study, it is rational to propose
some alternatives to achieve the research goals set:

= Choosing other models as the key theoretical ones: MDA, logit, scoring, and rating

models (after having taken into account regional specifics);

— Revising the Fulmer model by taking into account industry risks after their assessment

with the help of the newest methodologies.

In addition to recommendations for further scientific research, a set of recommendations for
company executives is also to be formulated as follows:

Firstly, they are advised to reduce the share of borrowed capital in the total amount of funds
raised. According to leverage, most firms have a relatively small proportion of their own funds
and are heavily dependent on creditors, which is a big risk to their stability.
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Secondly, they might want to revise an investment policy for the company after
acknowledging previously neglected risks. Special attention should be paid to forming reserves
for unforeseen expenses, which will help to mitigate sudden risks.
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Economic dilemma: money cannot buy happiness

ABSTRACT.

Many individuals expect an increase in happiness as their income rises, a notion partially
supported by micro-level literature. Also, it is believed that countries with the largest GDP are
the happiest. However, the discussion surrounding this issue gives rise to the well-known
"Easterlin Paradox," which suggests that personal happiness remains on a particular level after
reaching a certain income bracket and does not change over the lifecycle (or better "which
suggests that once a person reaches a particular social status their happiness level becomes stable
and doesn't significantly change over their lifespan"). This article delves into the causes and
refutations of the validity of the Easterlin Paradox, supported by the research based on the latest
reports and polls on this topic. One part of the research includes the analysis of happiness and
GDP per capita correlation among various countries. Another part of the study includes the
individual data of correlation between relative income and personal life satisfaction. The results
of the research are significant for happiness economics, as they highlight the importance of
promoting population well-being beyond economic wealth. Moreover, it allows people to
understand that money is not the only source of happiness, and wealth is not always equivalent to
well-being.

Keywords: income; utility; happiness; Easterlin paradox, adaptation.

Introduction

The relationship between happiness and income has been an intriguing and widely discussed
topic for several decades, continuing to captivate the interest of many researchers. They strive to
examine whether the Easterlin paradox is observed in different countries and worldwide. They
explore the underlying assumptions behind this phenomenon and seek further justifications.
Moreover, they endeavor to identify the ideal governmental policies to enhance the happiness of
their citizens. As widely recognized, life satisfaction positively influences a country's economy,
development, and attractiveness to others.

A pivotal breakthrough in this field, igniting genuine interest and serving as the basis for
subsequent research, was Richard Easterlin's article published in 1974, where the author
concludes that changes in income lead to happiness shift at a given point in time. However,
cross-sectional and intertemporal analyses of happiness among countries and even people
cohorts do not confirm this trend [7, pp. 118-120]. Furthermore, subsequent studies have
indicated that an individual's happiness ceases to increase beyond a certain income threshold, a
finding that will also be supported in this article.

There are several explanations for this paradox:
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1) adaptation. One of the main reasons for the lack of a positive correlation between
happiness and income is the ability of individuals to adapt to new life circumstances. As shown
in Figure I, a sudden income shock leads to an increase in happiness, but soon, even with a
stable income, life satisfaction returns to the baseline [1; 2].

2) aspirations. Another important aspect, partially related to adaptation, is that «people at
any given point in the life cycle typically believe that they will be better off in the future than they
are at present, and that they are better off today than they were in the past» [8, p. 471]. In other
words, when reaching a new income level, we expect to become happier (moving from point 5 to
point 6 in Figure 2, but in reality, our aspirations and goals change, leading us to point 7 (with a
different income but the same level of happiness).

3) relative income. Each individual compares themselves with others or with their
past/future versions on a daily basis, and this significantly influences their level of happiness.
Despite receiving a certain amount of money, a person's happiness will not increase if others in
the market are earning more [3, p. 14], or if peers or individuals with similar traits are wealthier
[5, p. 40]. The importance of higher social status and earning more can be also found in Vablen
(1967) work. However, there is the other side of this coin - social comparison can help some
individuals become more successful due to additional motivation, so peers' income levels cannot
only decrease life satisfaction but also raise it.

In this paper an attempt to do research of correlation between welfare and income using
modern data will be made. The second section will discuss the existence of the ‘paradox’ in the
modern world. Then, in section three, this paper observes the key ideas for political development
of countries for improvement of population life-satisfaction, and attractiveness for other people.
Finally, the section four concludes'.

Statistical research of income and happiness correlation
The first objective of this research, which will be extensively examined in this article, is a
meticulous analysis of recent surveys on happiness and income among populations. This analysis

aims to investigate the existence of the Easterlin paradox in the present day, as countries, on the
whole, have become wealthier and the hypothesis regarding post-World War Il issues is no
longer objective. Additionally, the study assumes that in the modern world, an increasing number
of individuals are becoming more self-oriented and are gradually detaching themselves from
income dependency. To examine the global relationship between income and happiness among
106 countries, the data is derived from the World Happiness Report 2021 — within the scope of

"It is also important to underline, that in this paper the words ‘happiness’, ‘well-being’ and ‘life-satisfaction” will be used as synonyms,
nevertheless, in some articles they are considered as different terms, but this question is also very discussing and pretends to be another topic for
discussion.
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the Gallup World Poll, according to which happiness is assessed on a scale from 1 to 10. For
measuring income of these countries, the data on GDP (in current US$) from the World Bank
Open Data is analyzed. Figure 3 illustrates the correlation between happiness and income across
countries. The logarithmic scale demonstrates that there is an initial positive relationship
between wealth and the well-being of the population. What is more, the correlation coefficient
between these variables is comparatively high — about 0.75, which underlines positive high
correlation. However, once the GDP per capita exceeds $400,000, the association becomes less
pronounced, and the wealthiest countries cease to be the happiest. This finding supports the
hypothesis put forward by Clark and Frijters [3] that in relatively less affluent nations,
individuals with higher incomes experience happiness due to their elevated status and relative
opportunities. However, as the overall income of a country increases, their satisfaction derived
from wealth diminishes, further highlighting the role of relative income. What is more, it can be
predicted that because of free access to the Internet and the dissemination of information among
richer countries, people cannot only compare their financial status with a similar group but also
observe individuals from different countries who appear more "attractive" to them. They can
analyze their salaries, well-being, quality of life, and, in some cases, their happiness levels. In
such situations, their level of happiness may further decline, and they may cease to derive
satisfaction from their work, among other aspects. In the context of these reflections, the issue of
workforce turnover and intellectual emigration arises (as described in [3, p. 52]), which
underscores the importance of state support to retain the most talented individuals and to prevent
a general decrease in the workforce. The further specification of this problem will be also
discussed in Section 3.
Figure 3. Lifesatisfaction and GDP per capita, current US$, 2021

Another part of the study is aimed at individual metrics of people utilized in the European
Values Study, where happiness is also evaluated on a scale from 1 to 10, and income is measured
as low, medium, or high on a relative scale. The analysis confirms that individuals with medium
relative income tend to be happier compared to those who are wealthier or poorer (see Figure 4).
The lack of happiness among poor individuals can be attributed to their limited material
resources and inability to afford leisure activities or even basic necessities, which is the
widespread case in developing countries. Nevertheless, the situation for individuals with
above-average income is more complex. In addition to the previously mentioned factors, issues
such as changing aspirations, comparisons and desires for higher earnings, psychological and
sociological problems may also arise. Factors such as lifestyle choices, stress levels, and social
determinants of health play significant roles in shaping overall well-being. Furthermore, another
social problem exists, which was highlighted in the studies by Diener and Seligman [6], who
have emphasized the significance of social relationships, demonstrating that individuals with
close relationships and social support networks experience higher levels of happiness and life
satisfaction. It can be hypothesized that extremely wealthy individuals often have many
competitors or are surrounded by people who envy them, which may contribute to a decrease in
their happiness levels. The highest happiness rate of people with medium income also can be
described by idea of Hirschman [11], according to which high income, earned by others, can
serve an information for one's own future prospects. On the one hand, that does not affect the
utility of wealthy individuals but, on the other hand, it only exerts a negative influence on the
happiness of the poor (who merely harbor envy towards the wealth of others).

Therefore, contemporary data partly confirm the Easterlin Paradox, as the wealthiest
individuals are not necessarily the happiest. However, a direct correlation between income and
happiness is evident, as people's opportunities increase with higher income (at a certain point in
time). However, as individuals' consumption grows and their aspirations change, they tend to
return to their previous level of happiness.

Political changes for happiness improvement
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This paragraph will address macroeconomic issues and the policies that can improve the
happiness of the population. The importance of increasing the well-being of the country's
residents has already been emphasized, as it enhances devotion to their nation and helps to
prevent migration problems and








































































































































































































































































































































































































































































