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Abstract

One of the most prominent contemporary success stories is tourism. This industry began to
significantly increase only in 1960, and during the last 50 years, tourism revenues and
number of outgoing people have increased by a number of times. Therefore, the tourism
sector is highly attractive to new business initiation and development of its dynamic
growth, new activities, new trends and technologies, new markets and rapid changes.
Purpose of the article - to analyze the prevailing risks in the tourism sector and to identify
the business risk assessment models.

Scientists pay big attention to risk analysis. A series of risk analysis theoretical,
methodological and practical studies are made, but for the tourism risk scientists-
economists do not pay attention in practice. Tourism risk assessment models, analyzed in
the article, showed their adaptability to tourism industry.

Performed tourism economic risk assessment models showed that in the tourism risk
classification it is appropriate to use a procedural approach, which is related to the tourism
product identification stages. It would be logical to link the identification of risks to the
tourism services in stages, as in each stage prevails certain risk groups

The aim of the article - to analyze the tourism risk assessment models and on the basis of
analysis to develop further tourism risk assessment model. Article originality is associated
with the prepared tourism risk assessment model that is versatile and can be used in
different countries in assessing the risks of tourism.

Keywords: tourism, tourism risk, business risk, assessment models.
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Introduction

There are a great number of the theoretical, methodological and practical risk analyses
carried out but for the tourism risk, scientist’s - economists does not focus on it in practice.

In business, everything cannot be predetermined, and element of risk is inevitable. Today,
the tourism can be defined as the industry with the highest growth rate and the potential for
job creation around the world (Holloway, Taylor, 2006, Williams, 2004; Sharpley, Telfer,
2002; Theobals, 1998). In addition, tourism, like any other industry, is susceptible to risks.
Geguzis (2003) indicate that the risk can take part in many different forms, which can have
disastrous consequences for the tourism business. In terms of knowledge of risk and
uncertainty, it is necessary to choose the form of the risk to explore. There are many forms
of risk (economic, social, physical, and etc.), and many more subspecies.

In the context of scientific analysis, tourism risk identification only with threads and losses
is limited. Tourism risk could be considered as a phenomenon, which is not only the
opportunity of failure, loss, but also with the probability of success, which could help to
achieve a positive effect. Otherwise, the risk in some cases may be a successful factor for
the progress of tourism. It may occur in two ways. At first, the increased risk could benefit
from tourism businesses by increasing their profits. At current conditions, such tourism
form as an extreme tourism has gained popularity.

Scientists, which are studying consumer behavior in tourism industry (Assael, 1995; Engel,
Blackwell and Miniard, 1995; Mowen and Minor, 1998; Schiffman and Kanuk, 1991,
Fuchs and Reichel, 2008) assumed that consumers which are buying tourism services aware
of the risks and are taking steps to reduce it. Therefore, these scientists agree that if the
risks are not controlled and managed, job creation in this industry will not be achieved. It
displays various researchers (Shaw, 2010) works, which identified risks in tourism industry.
He proposes to classify the risk to the natural, crime, health and safety risk, political factors
risk, socio-demographic, technological and economic risks.

Previous scientific studies of tourism risk, have found four major risk factors: terrorism
(Apostolopoulos and Tarlow 1999; Bar-On 1996; Richter and Waugh 1986; Enders,
Sonmez and Graefe 1998a, Sonmez 1998; Leslie 1999; Aziz 1995; Sandler and Parise
1992), war and political instability (Gartner and Shen 1992; Wall 1996; Mansfeld 1996,
1999; Richter 1992; Hollier 1991; loannides and Apostolopoulos 1999; Teye 1986;
Seddighi, Nuttall and Theocharous 2000), health problems (Garcia and Nicholls 1995;
Dimanche and Leptic 1999; Ellis 1995; Brunt, Mawby and Hambly 2000; Pizam, Tarlow
and Bloom 1997).

Roehl and Fesenmaier (1992) were among the first researchers who have begun to examine
the tourism risk. They asked their respondents about types of risk of their vacation and what
type of risk did the respondents experience during the recent holiday. As a risk types they
named equipment risk (probability that during the trip mechanical failure will occur),
financial, physical, psychological, social, satisfaction and time risks. Using factor analysis,
scientists identified three main risks: physical equipment, holiday and route risks. Other
researchers argues that the tourism risk includes all possible tourism sector subjects and
objects threats (Osborne, 2012; Simanavicius, 2014). These threats are directed to
infrastructure, tourism companies and the tourists themselves, and can adjust the level of
tourism activity. Russian scientists (Koconamos, 2009; Osuapog, 2009) believe that tourism
risks in a broad sense may be regarded as a phenomenon that involves not only the
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probability of failure, loss, damage, but with the opportunity of success to get any positive
results. In other words, the risk situation can become favourable risk factor for the
development of tourism. This approach can be developed for determining risk components.
Tourism risk elements consist of four risk elements: loss due to adverse events, likelihood
of adverse events, uncertainty on the result and the ability to generate income from risky
situations.

The aim of the article - to analyze the tourism risk assessment models and on the basis of
analysis to develop further tourism risk assessment model. Article originality is associated
with the prepared tourism risk assessment model that is versatile and can be used in
different countries in assessing the risks of tourism. The structure of the article consists of
an introduction, tourism risk classification and the literature analysis of tourism risk
assessment models.

1. The features of tourism risk classification and tourism risk assessment models

The researchers of consumer behaviour (Assael, 1995; Engel, Blackwell and Miniard,
1995; Mowen and Minor, 1998; Schiffman and Kanuk, 1991), distinguish that perceived
risk of consumers may be of several types: physical risk (injury for the user of service),
financial (risk associated that invested money will be lost), activity (the product won’t meet
the customer expectations), and social (do not meet the needs of selected purchase groups),
psychological (the product will not be compatible with the image of consumer ), time (the
product use will be too long, and customer has to choose other alternatives). Previously
mentioned scientists believe that if the consumer have encountered certain risks, the
consumer behaviour can change is changing to the postponement of the purchase decision,
to reduce the risk level to the lowest possible (Assael, 1995; Mowen and Minor, 1998;
Roselius, 1971; Schiffman and Kanuk, 1991). These strategies could increase the purchase
confidence and in the case of misfortune to reduce the impact of risk. It should be
mentioned that the perceived risk will influence the user, even if the risk does not exists in
reality.

Many economic risk research (Damuliené, 2011; Navickas, 2009; Labanauskaite, 2011)
shows that the risk today is an important condition for obtaining revenue. Risk is an integral
part of economic processes that exists independently of the perception of existence. The
refusal of risk analysis in the macro level or it‘s ignorance, at the best, reduces any business
entity profitability, and at worst - lead to insolvency.

Lithuanian tourism sector has a great potential of natural tourism. But there is a lack of
government support and for this reason Lithuanian tourism industry is a low competitive
and has a high-risk level. A risk to stay in tourism services market periphery exist for
Lithuania in international markets, as well as the global financial crisis threat, which
requires the tourism industry to adapt to the new economic conditions and to find the ways
how to avoid the risks in tourism development (Jasinskas, Svagzdiene, and Bandurin, 2014;
Simanaviciene, Kilijoniene, Simanavicius and Khadzhynov, 2014; Simanavicius,
Lazauskas and Simberova, 2014; Vveinhardt, Andriukaitiene amd Cunha, 2014; Jaseviciute
— Ufartiene, Mejeryte — Narkeviciene and Widelska, 2014; Mikalauskas, Strunz and Afifi,
2014; Dabija, Dinu, Tachiciu, and Pop, 2014).
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After the analysis of the various processes, strategies and models, we can conclude that
there are several models that can be adapted to the tourism industry. The study (Shaw,
G.K., 2010) showed that the risk can affect not only tourism industry business, but also the
whole industry in general. These effects could be two types: negative or positive. In order
to use these effects usefully, it is necessary to choose the best strategy in order for effective
risk assessment.

Tourism risk impacts are different, so it is difficult to assess the risk implications to the
tourism industry. For example, the conditions of the financial crisis are easy to identify, and
to anticipate the consequences and the goal of the objectives of the contents is very
difficult. The tourism industry risk is identified by the specific features, and one of them
can be tourism product (Osborne, 2012).

By the data of many scientific studies, the term "risk" is associated with the risk of potential
losses in various activities (the loss of material and financial resources, loss of income and
unexpected extra costs, and etc.). In other words, in any economic system, the main cause
of the risk analysis is related with danger in quantitative or value terms. This takes into
account that the tourism sector risks include the possible threats of tourism sector subjects
and. These threats include infrastructure, business and tourism industry and tourists
themselves. They can adjust the level of tourist activity. In quantitative terms, tourism risk
could be defined as the potential financial and material loss, as a result of tourism
companies dealing with tourists. Such description is provided by many scientists. Risk
identification in terms of tourism services organization stages is given in Figure 1.

Valsamakis A.C. risk assessment model. Valsamakis A.C. (2004) argue that risk
assessment is an ongoing process and cannot be seen as a single event. Scientists believe
that the process should begin with the identification of risk, since implementing the risk
controls (both business and event risk) risk assessment is a key feature, assessing the
financial consequences of risk. In order to manage risk, it must be identified, and only then
can only be developed risk management programs. Valsamakis A.C. (2004), model is more
appropriate to manage the risk arising from a financial loss. Inbound tourism risk
assessment can be used in this model, but it would not be good in the sense that not all
events are evaluated.

Burke R. risk assessment model. Burke R. (2000) risk assessment model shows the how
to integrate each part of risk model and to connect in a whole. In this model, the objectives
are rated as business risk tolerance and indicate whether the business is ready to accept the
exposure of business risk. Risk identification, quantitative risk assessment and risk factor
solutions together with the control and monitoring, formed the risk management plan,
which becomes an official document demonstrating in detail how the business will manage
and respond to identified risks.

Gray C.F. and Larson E.W. assessment model. Gray C.F. and Larson E.W (2006)
concluded risk assessment model is very similar to Burke model, but some model steps are
different than in the Burke model.
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Tourism industry

Tourism service providers

Transport risk Service risk Investment risk Inflation risk

Tourism sector

Tour operators

The risk of contractu Tour refusal risk IT risk Tourist package
al relationship refund risk

‘ Consumer market ‘

Tourist
|
| | | |
Risk of Canceling risk Defective product The threat to life
financial loss purchase risk and health

Figure no. 1: Risk identification in terms of tourism services organization stages
Source: own computations

The difference of Gray and Larson model from the Burke model is that Burke concentrates
for the identification of the goals, because it is not always clear what must to attain.
Another difference between these models is its attention to risk control: in Gray and Larson
model risk control is in the final step, and Burke starts his model with a risk control. In
Gray and Larson model also is explained what should happen at each stage of the process.
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Osborne A. risk assessment model. Osborne A. (2012) proposed risk assessment model is
simple, but effective. It could be adapted to different sized businesses, including inbound
tourism assessment.

A. Oshorne offers a 5-step sequence. A. Osborne considered before taking action on the
risks it is useful to be aware of what risk is facing, it is therefore necessary to identify risks
that are encountered (step 1). In the second step is proposed to quantify the risk, defining
the risk probability and impact. Further scientist proposes to set and implement
countermeasures reducing, controlling or eliminating the risk. To complete the risk
assessment process, it is necessary to monitor and evaluate efficiency. The proposed
Osborne A. five-step risk management process is simple but effective and has been proven
that it works regardless of the business type or size. The presented A. Osborne risk impact
assessment can also be used on inbound tourism risk assessment.

O. Passenheim risk assessment model. O. Passenheim (2010) considers risk assessment
till now are focusing on in order to prevent recurrence, which was done in the past.
Standard terms and conditions may change rapidly, as the competitive environment or the
cost of raw materials. Scientist believe that in order to make a risk assessment, it is
necessary to orient oneself not only for the goals of company, but also in the strategy and
culture. Company or sector risk assessment is a procedure that minimizes the potential
adverse effects of financial loss when:

o identification of potential sources of loss;

e evaluating the financial consequences of loss;

e control is used to minimize actual losses or their financial consequences.

According to O. Passenheim opinion is appropriate to perform a SWOT analysis, which can
be used to identify potential risks. SWOT advantage is that it is simple and relatively
inexpensive, excluding the time required for it to handle. In the survey SWOT helps to
generate new ideas.

As several studies are carried out, which results showed (Wilks J. et al, 2003, PATA, 2003,
Reichel A. et al. 2007, Sun, Rufu, Dailin and Hongnan, 2008, Malakauskaite A., 2009), that
the risks of tourism could be analyzed in several ways: first, by a tourist point of view, in
terms of tourism destination and by the regulatory authorities approach. Depending on the
selected ways, the risks have to be examined differently. Also the creation of a risk
assessment methodology can be made from several angles: user, tour operators and
government authorities. Tourism risk assessment, no matter which section, require a
detailed investigation. Therefore, tourism risk assessment methodology was created, which
consists of several stages (Simanavicius, Lazauskas and Simberova, 2014).

1.Conclusion of the theoretical design of the study, showing the main factors
influencing the risk of tourism;

2.Tourism macroeconomic environment analysis and the determination of
macroeconomic environment influence for the tourism risk;

3. Tourism risk factors, setting of the driving forces and their interaction;

4. The performance of tourism risk assessment models;

5.Preparation of recommendations for tourism risk management services from the
supplier and the user side.
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2. Tourism risk assessment methodology and assessment model for it

In this article the only one stage of the tourism risk assessment was analyzed - risk
assessment models, which is one of the risk management stage. Performed tourism risk
assessment models analysis allowed to develop an original tourism risk assessment model.
Prepared model shows that, in order to examine the tourism macro-economic environment
and to determine its impact on tourism risk, firstly should be performed each country policy
on tourism PEST and SWOT analyzes and to perform expert survey, to identify the key
internal and external and the individual or subjective tourism risks. Tourist risk assessment
model allows to distinguish the different risk categories and levels of risk factors, according
to the risk assessment of the risk factors that increase the risk and reduce the risk to
determine and assess the individual risk factors and significance of the weights on the basis
of both the expert survey and modelling of various risk scenarios and the sensitivity
analysis.

A Summary of evaluation of various tourism risk methodologies examination, showed, the
most important of them, distinguished that the risk identification process allows us to
identify a risk assessment forms and reveals multiplicative effect on the risks, associated
with various tourism threats detection to distinguish between themselves and the most
significant risks.

Conclusions

The study shows that the method is objective and accurate. The model consists of the levels
of objectives, risk sources, risk factors and alternatives. The performed tourism risk
assessment model showed that in tourism risk classification it is appropriate to use a
procedural approach, which could be related to the tourism product identification stages. It
would be logical to link the identification of risks to the provided tourism services stages.
In each stage prevails a certain risk groups. For example, in the formation stage of the
service the tourism industry infrastructure risk is dominating, and it is associated with a
variety of subjects — disorders of the tourism service providers.

Such feature of risk is his uncertainty in the process of tourism, it means that they can also
occur and develop independently from tourism object and the user. In the tourism service
formation and realization stage an organizational risk plays a significant role - the risks
associated with contractual obligations.

The developed model allows us to indicate the different risk categories and different risk
factor levels and to evaluate the risks according to the risk factors which increase the risk
and reduce the risk to determine and assess the individual risk factors and significance of
the weights on the basis of modelling of various risk scenarios and the sensitivity analysis.
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Tourism risk evaluation methodology
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Exclusion of internal
business risk factors

Analysis of personal factors
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S Risk evaluation of tourism Risk evaluation of tourism

Service users

Integrated tourism risk evaluation

v

Setting of risk reduction measures

Tourism activities analysis
regarding acceptable
risk level

Preparation
and installation of risk
reduction measures

Ability to get incomes
from risky tour
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—_—>

Integrated indicator of tourism risk evaluation

Figure no. 2: Tourism risk evaluation model

Source: own computations

This model can be used for the individual companies which are working in the tourism
sector and also for the whole tourism industry risk assessment, systematic monitoring and
management. Created model allows assess risks quickly, by changing the number of
indicators of risk, the risk criteria weights and values. By extending and modification the
developed model the whole tourism area risk assessment can be put into practice.
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