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Abstract

The purpose of the research was to investigate the readiness of the touristic branch for facing economic and financial
crisis. The paper is based on a study undertaken in the Madrid region in 2009.

Predictors of crisis including gender have been surveyed for a total of 198 hotels and 291 restaurants in the province
of Madrid. The study demonstrated that the age and size of the decision-making organization and the gender of the
business’ leader did influence crisis planning. Major differences were found between hotels and restaurants, the last
ones being more severely affected than hotels and thus placing more emphasis on planning ahead. Age was an
indicator of the existence of “soft” crisis planning tools. Size was an indicator only for restaurants. Gender of the
business owner also influenced crisis planning.

Recommendations for policy makers on which types of owners they need to focus on for giving assistance in time of
crisis were made. The scope of the study was geographically very limited and would need to be expanded to further
parts of Spain or to other countries with strong tourism activities.
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1. Introduction

The study examines the Spanish tourism industry, particularly its hotels and restaurants, during the last financial
crisis. The crisis started with the fall of Lehman Brothers in September 2008 and subsequently spread around the
globe. Initially, Spain was not touched by the crisis because its banks had abstained from purchasing complex
financial products (Taylor, 2009). However, when the global money supply decreased and banks stopped lending,
Spain was affected and suffered a severe economic downturn. The country’s housing bubble burst, employment in
the construction industry deteriorated, tourists stayed away and spending fell (NN, 2009). Because tourism and
construction are major contributors to Spain’s GNP (together with the related transport sector, they represented
nearly 20 % of the 2008 GNP), with their decline, the entire economy went into recession (NN, 2010). Thus, hotels
and restaurants were also affected by the financial crisis. The Spanish are fond of their country, and domestic tourists
represent an important income source for Spanish hotels. In addition, the Spanish like to spend time outdoors and
frequently meet in bars or restaurants, thus increasing restaurant income (Graf-Riemann, 2011).

This study has two objectives: The literature on crisis planning in the services sector focuses primarily on hotels and
rarely on restaurants. Because these businesses are related, the study’s first objective is to compare the differences in
crisis planning at the two business types. The results will enable restaurant managers to benefit more from actions
undertaken in the hotel business and vice versa. A second objective is to intensify research on how organizational
characteristics influence crisis planning. Whereas prior research exists on organization age and size, gender has
rarely been examined. Thus, policy makers will be able to better tailor help and foster innovation (which is needed in
crisis-hit regions) to certain groups of businesses.

The remainder of the article is structured as follows: section two presents a brief literature review followed by an
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explanation of the method employed in section three. In section four, results will be presented. The results are
discussed in section five, in which conclusions are drawn and future lines of research are suggested.

2. Overview of the Literature
2.1 Elements of Crisis Management

Crisis and critical events have been discussed in a large number of studies in the business literature. Faulkner (2001)
presents a review of the literature on the theory of crisis and disasters. Faulkner summarizes these studies and defines
“crisis” based on the presence of the following characteristic features:

—  “atriggering event”

—  “high threat, short decision time and an element of surprise and urgency”
—  “aperception of an inability to cope among those directly affected”

—  “aturning point, when decisive change ... is imminent”

—  ““fluid, unstable, dynamic’ situations” (Faulkner, 2001, p. 138).

The terms “crisis” and “disaster” are often used simultaneously. For an organization, their consequences are highly
similar. They only differ according to their root cause. Henderson (2007) categorizes crises into six different types,
which can be observed in their effects on the tourism industry: economic, political, socio-cultural, environmental,
technological or commercial crises that are caused by external or internal factors. Of these different types of crisis, in
Madrid or Spain as a whole, four types have been experienced in recent years: environmental (with the two subtypes
disaster and health threat, i.e., the volcanic eruption in Iceland that brought all air traffic over Europe to a standstill
for several weeks and the outbreaks of SARS or avian influenza, respectively), political (the Madrid Metro bombings
in March 2004 and ETA terrorist attacks) and economic (the collapse of Lehman Brothers or the Euro crisis).
Obviously, the critical events did not originate in the tourism industry but affected tourism as a consequence (e.g., the
decrease in travel or, more generally, spending). Because crises occur often and for many different reasons, it is no
longer a question whether a business will be adversely affected by a crisis but when (Kash & Darling, 1998). Thus,
the tourism industry must prepare for crises as much as any other industry involved in international commerce.
However, the literature abounds with reports on the lack of crisis planning in the tourism industry (Henderson, 1999,
Sausmarez, 2004, Okumus & Karamustafa, 2005, Anderson, 2006, Gonzalez-Herrero & Pratt, 2007).

2.2 Types of crisis

As mentioned above, only four types of crisis have been observed in Madrid, Spain, in recent years. These crises
affected businesses differently, often only through side effects. Political crises in the form of terrorist attacks aim to
threaten ordinary individuals and affect public life. Often, visitors fear terrorist attacks and will not travel to a certain
destination. Already planned trips will be cancelled, particularly if travel warnings by foreign governments have been
issued. As Pizam & Fleischer (2002) noted, these effects will be brief if the response of the authorities is considered
to be adequate. Health scares, i.e., SARS or avian influenza, force governments to issue travel bans on visitors from
affected countries. Particularly in the case of SARS, the responses of European governments have been severe.
Switzerland closed an international trade fair to Asian visitors and exhibitors for fear of spreading the disease (Messe
Basel, 2003). Experience indicates that a sudden decrease in visitors will leave hotels and restaurants badly prepared,
and government action is required to reestablish trust in a region in which such an event has occurred (Johnson Tew
et al. 2008). Environmental crises (e.g., the Indonesian tsunami) might destroy entire tourist destinations or restrict
travel severely (e.g., the restrictions on air travel because of the Icelandic or Chilean volcanic eruptions). However,
in this area, Spain has not been as badly affected as countries that are located in more disaster-prone areas.

In particular, businesses fear economic crisis in the form of a recession. In Spain, where the recent financial crisis
damaged the country’s image severely and caused a decline in tourism, this fear is not surprising (Vargas-Sanchez,
2014). In addition, financial advisors have advised businesses for many years that provisions must be made for
difficult periods. Small businesses even define crises as events that affect company cash flow, neglecting their causes
(Herbane, 2010). Given that the Lehman Brothers collapse, which is considered to be the beginning of the 2008-2009
global crisis, was well publicized and stock market reactions were visible immediately, the awareness of an
upcoming crisis increased. Thus, a first hypothesis is postulated:

H1: The businesses that fear an economic crisis most are less concerned about other critical events.
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2.3 Organizational Characteristics - Size

The question remains whether certain organizational characteristics, particularly an organization’s size or age or the
gender of the person in charge, encourage crisis planning. The literature in this area, which commenced with a study
by Reilly (1987), is scant. Reilly created a new construct termed “crisis readiness,” which includes crisis response
ability, information on the crisis, the availability of crisis plans, strategic crisis planning, media management during a
crisis and the likelihood of the organization being struck by a crisis. Reilly’s exploratory study covered several
industries and included service industries. She determined that larger organizations are better prepared for a crisis
than smaller ones. Reilly’s results were confirmed for the tourism sector by Johnson Tew et al. (2008). Johnson Tew
et al. (2008) focused on the tourism industry in Toronto, Canada, during the SARS outbreak and noted that in
particular, hotels that belong to large chain organizations, e.g., Accor or Marriot, received detailed information on
how to address the crisis, whereas smaller establishments were restricted to information from the government, which
initially did not regard the outbreak as serious. More recent studies were conducted by Pennington-Gray et al. (2011),
who surveyed different segments of the US tourism industry with respect to crisis preparedness. Here, resource
allocation in the form of money or personnel strongly correlated with the existence of crisis plans or membership in
crisis warning associations. Because businesses such as owner-managed hotels or restaurants are typically smaller
than their chain-owned counterparts, size obviously increases crisis readiness. When examining SME in general, "[...]
small businesses with their limited resources are especially vulnerable to the catastrophic consequences of crisis
events" (Spillan & Hough, 2003, p. 406). In addition, Herbane (2010) confirmed the lesser degree of crisis readiness
of SMEs compared with large businesses. Naidoo (2005) stressed the importance of marketing innovation in Chinese
SME for crisis survival. SME with their limited resource can only successfully withstand a crisis if they own a
competitive advantage based (mostly) on marketing innovations.

Thus, the second hypothesis can be stated:
H2: Larger businesses are better prepared for a financial crisis than smaller ones.
2.4 Organizational Characteristics - Age

In addition to size, age is also frequently mentioned in connection with crisis readiness. Often, older businesses have
survived a crisis in the past and are thus more likely to create crisis plans. Reilly (1987) found weak evidence that
past crisis experience was positively correlated with having a crisis plan in place. Pennington-Gray et al. (2011)
found evidence for the North-American tourism industry that previous crisis experience encouraged organizations to
invest in future crisis planning. Rodriguez-Toubez et al. (2012) observed that crisis experiences might encourage
formal crisis planning. However, given that crises differ, one experience of a crisis might not be applicable to the
next crisis. Many studies in the tourism sector do not examine crisis situations but investigate general hotel or
restaurant survival rates. Parsa et al. (2005) stated that age is positively correlated with survival. Given that critical
situations occur frequently, age implies that a hotel or restaurant has previously successfully survived a crisis. Thus, a
third hypothesis can be stated:

H3: Older businesses are better prepared for a financial crisis than younger ones.
2.5 Organizational Characteristics - Gender

Regarding gender and crisis, scant evidence exists. However, research on business success and gender is readily
available. Diéguez Castrillon et al. (2010) researched female success in rural tourism establishments in Portugal.
They detected that in general, women are more successful than men if financial and employment measures are
combined. This finding is similar to one by Alonso-Almeida & Bremser (2014), who researched travel agencies in
Spain with respect to their strategic decisions in crisis periods. They detected that whereas men and women are
similarly successful in surviving a crisis, women prefer to rely on “soft” measures in their responses. Often, crisis
management depends on the soft-leadership skills that are typically attributed to women. However, society often
hinders women in acting as leaders in crisis situations, thus rendering more successful crisis management difficult
(Gartzia et al., 2012). Therefore, the third hypothesis is as follows:

H4: Female-led businesses are better prepared for a financial crisis than male-led ones.
3. Methodology

The data were collected in October 2009 using a personal survey. Interviewers contacted hotel and restaurant owners or
managers. In total, 291 Madrid restaurants were surveyed, and 180 valid responses were collected (a response rate of 62 %),
which represents a high response rate for this type of study. 19 restaurants were led by female managers or owners (6.5 %).
In addition, 198 hotels were contacted, of which 134 responded (a response rate of 68 %), 53 of them with female
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leadership (39.5 %). Hotels and restaurants listed in the Tourspain Guide were chosen for the survey. The study was
performed in Madrid because the city benefits equally from domestic and international business travelers and tourists. In
addition, the Madrid results could be compared with those for other Southern European capitals that enjoy a similar status
(e.g., Lisbon or Rome). The research was conducted as a descriptive analysis. The 180 restaurants in the sample were on
average 18.3 years old and had a seating capacity of 114 seats, which is above the national average (Fundacion Hosteleria
de Espana, 2013). The hotels were on average younger: 16.5 years old. They had a median capacity of 175 beds, which is
also above the national average (Fundacion Hosteleria de Espana, 2013). Because Madrid is Spain’s economic and political
capital with large conference centers and the headquarters of many national and international firms, it is not surprising that
hotels and restaurants tend to be larger than in the country as a whole.

4. Results

To verify hypothesis 1 (The businesses that fear an economic crisis most are less concerned about other critical
events), the respondents were asked to mark which of the following items they considered to be most damaging for
their company: a recession, a terrorist attack, an epidemic or a natural disaster. The questionnaire did not rely on the
wording of Henderson (2007) because it was judged that the respondents would be more familiar with specific
examples than general terms and because the questions were restricted to events that had occurred in Madrid
province. Next, the answers were correlated using Pearson’s correlation coefficient. The results of the analysis can be
found in tables 1 and 2.

Table 1. Hotels — importance of critical events

Event Percentage* Pearson’s correlation coefficient
Recession 77
Terrorist Attack 26 -0.455%*
Epidemic 10 -0.239%*
Natural Disaster 20 -0.267**
* several answers possible **statistically significant at the 0.01 level

Source: Authors

Table 2. Restaurants — importance of critical events

Event Percentage* Pearson’s correlation coefficient
Recession 83
Terrorist Attack 7 -0.336**
Epidemic 12 -0.348%*
Natural Disaster 12 -0.441%*
* several answers possible **statistically significant at the 0.01 level

Source: Authors

In both cases, recessions are feared most by the businesses, and this fear is statistically significant and negatively
correlated with the fear of other forms of crisis. In addition, the interviewees stated that recessions last longer and
affect a business more severely than other critical events. Thus, the hypothesis was fully supported.

Hypothesis 2 (Larger businesses are better prepared for a financial crisis than smaller ones) was tested by asking the
respondents how much they agreed with several statements regarding crisis planning. A 5-point Likert scale was used
with 5 representing complete agreement. The answers were correlated with the size of the businesses. The results are
presented in table 3. Statements were not restricted to the existence of a crisis plan only because several authors
emphasized that a formal plan is just one element of a successful crisis management strategy (Rodriguez-Toubez et
al., 2012, Reilly, 1987).
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Table 3. Correlation Size — crisis planning

Statement Correlation coefficient Hotel ~ Correlation coefficient Restaurant
The company possesses an anti-crisis plan  0.154 0.229**

The company prepared for the crisis by 0.152 0.242%*

taking internal measures

The company has experienced another 0.109 0.161%*

crisis and survived

The company learned from another crisis 0.013 0.204*

and made adjustments within the

organization

*statistically significant at the 0.05 level **statistically significant at the 0.01 level
Source: Authors

In the case of restaurants, the hypothesis is clearly supported. Larger restaurants possess crisis plans, prepare ahead
and have previously experienced critical situations. Surprisingly, the case for hotels is different. No correlation is
significant. In sum, this outcome results in a partial acceptance of the hypothesis.

To test hypothesis 3 (Older businesses are better prepared for a financial crisis than younger ones), the same method
was used as for size. The results are displayed in table 4.

Table 4. Correlation Age — crisis planning

Statement Correlation coefficient Hotel Correlation coefficient Restaurant
The company possesses an anti-crisis 0.102 0.135

plan

The company prepared for the crisis by 0.125 0.070

taking internal measures

The company experienced another crisis 0.169%* 0.178%*

and survived

The company learned from another crisis  0.109 0.161*

and made adjustments within the

organization

*statistically significant at the 0.05 level
Source: Authors

Here, learning from a past crisis was statistically significant for hotels and restaurants, whereas the previous
experience of a crisis was only significant in the case of restaurants. Therefore, the hypothesis is partially supported.

Hypothesis 4 (Female-led businesses are better prepared for a financial crisis than male-led ones) was tested using
the entire sample of hotels and restaurants because only a few hotels and restaurants were female-led. First, the
correlation coefficients were calculated. Second, the quadratic sum method was used to test for inter- and intra-group
difference between male and female respondents. The results for the entire sample are displayed in tables 5 and 6.

Table 5. Correlation Sex — crisis planning

Statement Correlation coefficient

The company possesses an anti-crisis plan 0.071

The company prepared for the crisis by taking internal 0.056
measures

The company experienced another crisis and survived -0.120*

The company learned from another crisis and made -0.204
adjustments within the organization

*statistically significant at the 0.05 level

Source: Authors
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Table 6. Quadratic Sum — inter- and intra-group differences between sexes

Statement Quadratic Sum Gl Quadratic Mean F Sig.
The company Inter-group  5.774 1 5.774 1.888 0.170
Pfssesses an anti-Crisls “poa oroup  1128.253 369 3.058
plan

Total 1134.027 370
The company prepared Inter-group  2.780 1 2.780 1.177 0.279
for the crisis by taking “p o oroun 871,237 369 2361
internal measures

Total 874.016 370
The company Inter-group 17.147 1 17.147 5.403 0.021
experienced another Ty oroun 1171.020 369 3.173
crisis and survived

Total 1188.167 370
The company learned Inter-group 1.304 1 1.304 0.461 0.498
from other crisis and Ty oo 1043.629 369 2.828
made adjustments
within the organization ~ Total 1044.933 370

*statistically significant at the 0.05 level
Source: Authors

Here, experience of a previous crisis was negatively correlated with survival. However, since there are no statistically
significant results from the analysis of quadratic sums, the hypothesis has to be rejected.

5. Discussion of Results

As shown in the statistical analysis that appears in the results section (section 4), HI (The businesses that fear an
economic crisis most are less concerned about other critical events) is fully supported for both business groups. This
outcome is not surprising. Recessions are part of the economic cycle, and most individuals have experienced
recessions. Additionally, business advisors warn of recessions, and business schools teach that companies should
make provisions for emergencies. Other types of crises occur sporadically and spontaneously and are often limited to
certain geographical regions. Furthermore, as Enz et al. (2011) demonstrates in a discussion of the 9/11 terrorist
attacks and recessions, recessionary effects typically last longer.

Surprisingly, H2 (Larger businesses are better prepared for a financial crisis than smaller ones) was only supported in
the case of restaurants. For hotels, the results exhibited no significance. In the case of larger businesses, they
typically possess substantial resources, which can be used in a crisis or to invest in strategic management
departments. In addition, chain restaurants can often rely on knowledge provided by company headquarters. It is not
clear from the data if larger hotels or restaurants inevitably belong to a chain or if size is independent of ownership
structure. Thus, it could be that instead of size, chain ownership is the decisive factor.

Hypothesis 3 (Older businesses are better prepared for a financial crisis than younger ones) also finds only partial
support. Given that many hotels and restaurants are privately owned and owners often do not possess a conventional
education in business, formal methods do not indicate crisis readiness as well as informal ones. Based on the
questionnaires, prior crisis experience is the decisive factor, not the existence of formal planning tools. This finding
agrees with the literature.

Hypothesis 4 (Female-led businesses are better prepared for a financial crisis than male-led ones) had to be rejected.
Because the literature on the subject is scarce, no comparison with other studies could be performed. However, the
results demonstrate that fewer women answer the question regarding previous crisis experience affirmatively.
Because women generally have less experience in leadership positions and their businesses are often younger, this
finding agrees with the literature.

6. Conclusion

At the paper’s beginning, two research objectives were presented. First, the differences between hotels and
restaurants should be analyzed. Based on the results, major differences can be found between hotels and restaurants.
Whereas both types of business display an equal fear of financial crises, their responses toward a recession differ.
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Restaurants seem to engage more often in formal crisis planning. Given that both types of business operate in the
same segment of the economy and are often referred to together, the results demonstrate that differences should be
considered. In financial crises, individuals first eliminate purchases or behaviors considered to be luxurious or
unnecessary (Ang et al., 2000). Dining out can be easily replaced by eating at home, forgoing meals or using cheaper
sources (e.g., bakeries or snack stalls). In contrast, research has demonstrated that during recessions, individuals
often do not cancel travel plans but instead shorten or downgrade them (Barsky, 2009). Vacations are often booked
and paid for in advance, and business trips are still needed to visit customers or providers. Moreover, hotels possess
more options to create income or decrease costs (i.e., opening their spa, gym and pool facilities to locals, promoting
their facilities to locals for family events or closing parts of the facility). These findings indicate that restaurants
might be first and more severely affected than hotels in a financial crisis and thus place more emphasis on planning
ahead. Here, hotels can learn from the restaurant business by copying their planning tools.

The second objective was to determine if organizational characteristics indicate the existence of crisis planning.
Again, differences appear between hotels and restaurants. For both types of business, age is at least an indicator of
the existence of “soft” crisis planning tools. Size is an indicator only for restaurants. For both types of business, the
female gender of the business owner indicates less experience of crisis and subsequently less crisis planning. This
finding is important for policy makers. To increase awareness in such businesses, programs directed at younger or
female-led businesses are required. Older or male-led establishments appear to be better prepared. Additionally,
research suggests that businesses led by gender diverse teams are more successful than single gender teams
(McKinsey & Company, 2013). Here, it might be innovative to create deliberately mixed leadership teams in order to
improve results.

Furthermore, the paper contributes also to help counselors and policy makers. If, in larger studies, age, size and
gender determine the existence of crisis management the data could be used to identify companies that benefit from
specific counselling. Many chambers of commerce collect these data from their members and could thereby improve
their offerings. Also, policy makers that offer specific incentives for certain types of companies (i.e. female-led,
entrepreneurial, new creation ...) could include in their requirements for receiving funding or subsidies the existence
of crisis management if the company falls under the definition of being at risk.

These conclusions should be viewed cautiously. The study only examines a small part of Spain at a single point in
time. Also, results have not been cross-checked for cultural parameters. Longitudinal studies or studies that examine
a wider geographic area will deliver sounder results. In particular, the differences between hotels and restaurants are
worthy of further research. In addition, the issue of gender should also be investigated in other industries to test its
validity.
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