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The article reveals the role of small business as a key factor in developing the tourism and hospitality sector 
of territorial communities in the context of implementing the principles of sustainable development. The emphasis 
is on the interest of territorial communities in using local resources to form a competitive tourism offer. The study 
uses a systematic approach that combines qualitative and quantitative analysis. The content analysis method was 
used to summarize scientific sources; economic and statistical analysis was employed to analyze the dynamics of 
registration of individual entrepreneurs in the tourism sector during 2020–2024. To assess the internal potential and 
external threats, a SWOT analysis of the tourism and hospitality sector was conducted in the context of the activities 
of territorial communities. The results obtained allow us to identify the main areas of support for small business, 
which will contribute to activating tourism development at the local level and the strengthening of the economy of 
communities.
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Актуальність теми дослідження зумовлена зростаючим значенням малого підприємництва як рушія еко-
номічної активності на місцевому рівні, зокрема у сфері туризму та гостинності. У контексті сталого розви-
тку територіальних громад малий бізнес відіграє ключову роль у формуванні туристичної інфраструктури, 
збереженні культурної спадщини та створенні нових робочих місць. У статті розкрито роль малого підприєм-
ництва як ключового чинника розвитку туристично-гостинної сфери територіальних громад у контексті реалі-
зації принципів сталого розвитку. Акцент зроблено на зацікавленості територіальних громад у використанні 
місцевих ресурсів для формування конкурентоспроможної туристичної пропозиції. У межах дослідження за-
стосовано системний підхід, що поєднує якісний і кількісний аналіз. Метод контент-аналізу використано для 
узагальнення наукових джерел; за допомогою економіко-статистичного аналізу проаналізовано динаміку реє-
страції фізичних осіб-підприємців у туристичному секторі впродовж 2020–2024 років. Для оцінки внутрішнього 
потенціалу та зовнішніх загроз проведено SWOT-аналіз туристично-гостинного сектору в контексті діяльності 
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територіальних громад. Отримані результати дозволяють визначити основні напрями підтримки малого бізне-
су, що сприятимуть активізації розвитку туризму на місцевому рівні та зміцненню економіки громад. Практична 
цінність результатів дослідження полягає у тому, що отримані результати можуть бути використані територі-
альними громадами, органами місцевого самоврядування та підприємцями для розробки стратегій розвитку 
туристично-гостинної сфери з урахуванням принципів сталого розвитку. Зокрема, результати SWOT-аналізу 
можуть слугувати основою для прийняття управлінських рішень, спрямованих на ефективне використання 
наявних ресурсів, усунення бар’єрів та посилення конкурентних переваг. Також, рекомендації сформульовані 
в межах дослідження, можуть бути корисними при плануванні програм підтримки малого бізнесу, залученні 
інвестицій та формуванні партнерств у сфері туризму на місцевому рівні. 

Ключові слова: підприємництво, туристично-гостинна сфера, територіальні громади, децентралізація, 
конкурентоспроможність.

Problem statement. Modern conditions 
of decentralization in Ukraine have created 
new opportunities for activating the economic 
potential of territorial communities. The tourism 
and hospitality sector, as an industry with a 
high multiplier effect, is a promising direction of 
sustainable local development. A special role 
in this process is played by small businesses, 
which are able to quickly respond to changes 
in the market situation, create unique tourist 
products and provide employment for the local 
population.

The participation of small businesses in 
creating and expanding tourism infrastructure, 
providing hospitality services, and promoting 
local cultural heritage and natural resources 
contributes not only to increasing the tourist 
attractiveness of regions, but also to creating 
jobs, developing social entrepreneurship,  
and increasing the investment attractiveness 
of territories. At the same time, this approach 
is consistent with the goals of sustainable 
development, focused on a balance  
between economic, social, and environmental 
aspects.

The integration of small businesses into the 
development of community tourism infrastructure 
meets the key principles of sustainable 
development – economic efficiency, social justice 
and environmental safety. Under the conditions 
of proper organization of partnership between 
authorities, business and the public, such an 
approach can become the basis for long-term 
growth of regional competitiveness.

Analysis of recent research and 
publications. The topic of small business 
development in the context of decentralization 
is actively studied by domestic scientists.  
In particular, the scientific works of Loiak L. M. 
highlight the importance of small business in 
a market economy, study the features of its 
development at the regional level, analyze the 
factors influencing the formation of regional 
tourism, and also emphasize that the formation 

of a favorable business environment is one of 
the key areas of activity of local governments [1].

The works of Tymoshenko T. et al. mostly 
focus attention on considering the current 
issues of restoring and developing the tourism 
industry in Ukrainian communities and regions 
in the conditions of post-war reconstruction.  
The authors emphasize that the restoration 
of tourism should be based on the principles 
of sustainable development, ensuring 
environmental, social, and economic balance 
as a long-term success. In the context of the 
prospects for sustainable restoration of the 
tourism sector, it is noted that Ukraine has 
significant potential due to its cultural heritage, 
diversity of natural landscapes, and numerous 
historical and cultural sites. Restoration and 
development of tourism can become an important 
factor in the socio-economic and environmental 
growth of communities and contribute to 
overcoming the consequences of the war, 
activating entrepreneurial activity, creating new 
jobs, and replenishing local budgets [2].

Scientist Yurchenko S.O. in his research 
analyzes the need to strengthen the role of 
state regulation in the conditions of martial law 
in Ukraine, which is due to both existing and 
potential risks. He pays special attention to the 
issues of ensuring the quality of tourist services 
in crisis conditions, which determines the 
relevance of the chosen topic. The researcher 
reveals the essence and significance of state 
influence on the tourism sector and summarizes 
the arguments in favor of the active role of 
the state in forming a system of regulating the 
quality of tourist services during the war. The 
scientist systematizes the regulatory framework 
that regulates state intervention in the tourism 
industry in the conditions of martial law with an 
emphasis on the need to consider the key factors 
influencing its development [3].

Mashika G. and other scientists present 
a comprehensive study and effective 
recommendations on adapting the tourism 
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and recreation sector of Ukraine to modern 
challenges. The authors pay special attention to 
implementing innovative approaches to restoring 
and developing the tourism industry, which are 
based on international experience and current 
trends in sustainable tourism [4].

In her analytical research, Zhukova O., 
relying on her empirical experience in the field of 
urban space development and cultural heritage 
management in European cities, demonstrates 
examples of successful transformation of urban 
locations. The author emphasizes the feasibility 
of implementing such practices in territorial 
communities of Ukraine even in wartime 
conditions, emphasizing their accessibility 
and practical feasibility. In her expert position, 
Zhukova emphasizes that the level of economic 
development of the state is not a determining 
factor for the development of tourism in a 
particular community. In her opinion, the decisive 
role is played by the professional capacity of 
local management – it is the qualitative level 
of management that determines success in 
developing tourism potential [5].

Identification of previously unresolved 
parts of the general problem. At the same 
time, a synthesized approach to studying the 
participation of small businesses in the tourism 
and hospitality sector of territorial communities 
in combination with the principles of sustainable 
development remains insufficiently disclosed. 
This determines the relevance of our study.

Formulation of the objectives of the 
article. The purpose of the article is to analyze 
the impact of small business on developing 
the tourism and hospitality sector of territorial 
communities of Ukraine in the context of 
sustainable development and to identify practical 
mechanisms for stimulating this process.

Summary of the main research material. 
The successful development of the tourism sector 
at the local level is today considered not only as 
a tool for economic growth, but also as a means 
of activating public initiative, preserving cultural 
heritage and improving the quality of life of the 
population. In the context of decentralization, 
local governments have received more 
opportunities to form their own tourism policy, 
but implementing these opportunities largely 
depends on involving small businesses as a key 
participant in local tourism services markets.

Small businesses, unlike large ones, are 
able to quickly introduce new products, adapt 
to changes in demand, develop niche tourism 
destinations and create emotionally attractive 
tourist images of territories. Its participation in 

forming the tourist offer is not only an economic 
activity, but also a mechanism for manifesting 
local identity, community integration into the 
processes of sustainable development, and 
strengthening social capital. In this context, it 
is important to understand how small business 
affects the tourism landscape of communities, 
what forms of its participation are the most 
effective, and how local authorities can promote 
the development of this interaction [6; 7].

Business is the driver of the development of 
small hotels, green tourism estates, gastronomic 
establishments, craft workshops, and also 
the organizer of event tourism. Thanks to this, 
a unique tourism product is formed, focused 
on the local characteristics of the community.  
As of January 1, 2025, there were 1470 territorial 
communities in Ukraine, covering the territories 
of 24 regions, excluding the Chernobyl zone [8].

Many local communities are actively interested 
in developing the tourism and hotel business as 
one of the promising areas of local economic 
development. They realize that investments in 
this area can not only increase the attractiveness 
of the territory for domestic and foreign tourists, 
but also create new jobs, improve infrastructure, 
and contribute to the growth of local budget 
revenues [9].

For example, the Lviv city territorial community 
pays significant attention to supporting the hotel 
business, expanding the number of rooms and 
modernizing tourist facilities. A similar strategy 
is observed in the Yaremche community of 
the Ivano-Frankivsk region, which is actively 
developing a network of hotels and green 
tourism estates, using the natural resources 
of the Carpathians to attract tourists. Also, an 
example of successful support for the tourist 
and hotel business is the Truskavets city 
community, known for its resorts, where local 
authorities promote investment in constructing 
modern hotels and developing recreational 
infrastructure. Such examples indicate that the 
interest of territorial communities in developing 
the tourist and hotel sector is an important factor 
in the formation of a competitive tourist offer and 
sustainable development of regions.

Despite the significant potential and active 
interest of territorial communities in developing 
the tourism and hotel sector, there are both 
positive effects and a number of significant 
barriers that affect the pace and quality of this 
process. Among the main positive effects are 
the creation of new jobs, increasing local budget 
revenues, improving social infrastructure and 
enhancing the image of the community as a tourist 
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center. In addition, the development of the hotel 
business contributes to attracting investments, 
supporting small and medium-sized businesses, 
and also stimulates the development of related 
industries, such as catering, transport, and 
culture.

At the same time, in the process of developing 
the tourism and hotel sector, communities face 
a number of obstacles. Among them are the 
lack of financial resources for infrastructure 
modernization, a low level of professionalism of 
local government, problems with accessibility of 
territories (transport and information), and the 
shortage of qualified personnel. Moreover, a 
significant challenge is maintaining ecological 
balance and cultural authenticity in the face 
of growing tourist load. For the sustainable 
development of tourism and hotel business in 
territorial communities, an integrated approach 
is needed, which will include overcoming existing 
barriers and maximizing the potential effects of 
the industry development.

Territorial communities can play a key role 
in developing the tourism sector, acting as 
initiators and coordinators of processes aimed at 
increasing the attractiveness of their territories 
for visitors. They ensure the creation of favorable 
conditions for the functioning of the tourism 
business by developing infrastructure, supporting 
local entrepreneurs, and implementing cultural 
and historical projects. The active participation 
of communities is also manifested in developing 
tourism development strategies, organizing 
events and festivals, as well as in promoting 
tourism products at the regional and national 
levels [10]. Thanks to such comprehensive 
activities, territorial communities contribute to 
the growth of tourist flows, the creation of new 
jobs and the strengthening of the economy at the 
local level.

Communities can effectively use municipal 
property – buildings, land, parks and other 
territories – to create tourist facilities, such as 
hotels, restaurants, museums, recreational 
areas, or tourist information centers. Territorial 
communities have the opportunity to create 
and implement tourism development programs 
aimed at increasing the tourist attractiveness of 
the region, developing infrastructure, preserving 
cultural heritage, organizing routes and events, 
as well as supporting local entrepreneurs in 
the tourism industry. They can stimulate the 
development of tourism infrastructure through 
cooperation with private investors, attracting 
grant funds and funding from state and 
international programs.

Communities contribute to creating unique 
tourism offers based on the cultural, historical, 
and natural features of the territory. This may 
include the development of rural, gastronomic, 
ecological, cultural tourism and other niche 
areas [11; 12]. To increase the effectiveness of 
tourism development, territorial communities 
can establish partnerships among themselves, 
as well as with tourism associations, educational 
institutions, and public organizations in order to 
exchange experiences, coordinate actions, and 
jointly promote tourism products.

Communities can actively promote their 
tourism potential at the local, regional, and 
national levels, using various communication 
channels – the Internet, social networks, printed 
materials, and participation in exhibitions 
and fairs. Investments in roads, transport 
links, hotels, recreation centers, campsites, 
catering establishments, recreation areas, and 
tourist information centers are an important 
component of community participation in tourism 
development [13]. Territorial communities hold 
festivals, fairs, concerts, sports competitions, 
excursions, quests and other events that attract 
tourists and stimulate the development of the 
local economy.

To create a safe tourist environment, 
communities should implement public order 
measures, organize rescue services, install 
video surveillance systems, and inform tourists 
about safety rules. Additionally, they should help 
entrepreneurs by providing advice, assisting 
in attracting financing, organizing training 
programs, and promoting their services and 
products. Active work on restoring historical 
sites, creating museums and exhibitions, holding 
cultural events, and supporting folk crafts help 
communities preserve and popularize their 
unique heritage.

Among Ukrainian regions, Kyiv remains the 
undisputed leader in terms of revenue from 
tourism (Table 1). In the first half of 2024, tourism 
companies registered in the capital received a 
total income of UAH 3.1 billion, which is almost 
54% of the total net income of the industry in 
the country. In addition, Kyiv is home to the 
largest number of tourism companies – 817, or 
38.9% of all registered active companies in the 
sector. In second place is Lviv region, where the 
tourism business received UAH 1.1 billion over 
the same period, which corresponds to 19.1% of 
total revenue. There are 229 tourism companies 
registered in the region, which is 10.9% of the 
national figure. Ivano-Frankivsk region ranks 
third, demonstrating high industry efficiency: 
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with 69 registered companies (3.3% of the total), 
revenue amounted to over UAH 852.2 million, 
which corresponds to almost 15% of the 
country's tourism sector revenues. Zakarpattia 
region provided UAH 208.7 million of net revenue 
(3.6%). The top ten regions in terms of revenue 
also included: Kyiv region (UAH 146.7 million, 
or 2.5%), Poltava region (UAH 120.4 million, 
2%), Odesa region (UAH 88.4 million, 1.5%), 
Dnipropetrovsk region (UAH 63.5 million, 1%), 
Chernihiv region (UAH 19.4 million, 0.9%), and 
Ternopil region (UAH 17 million, 0.3%) [14].

The list of the ten largest companies by net 
income in the first half of 2024 included two 
enterprises from Ivano-Frankivsk region, two 
from Lviv region, and six from the city of Kyiv. 
Seven of these companies belong to hotel 
complexes (KVED 55.10 – activities of hotels and 
similar temporary accommodation facilities), and 
the remaining three operate as tour operators 
(KVED 79.12 – activities of tour operators). 
It should be noted that the growth of activity 
in the tourism sector is also observed among 
individual entrepreneurs. Over the 9 months 
of 2024, the number of new registrations of 
individual entrepreneurs increased by almost 
20% compared to the same period in 2023. The 
dynamics are even more noticeable compared 
to 2022, when the increase was about 61%. 
The total number of individual entrepreneurs 
in this industry as of September 2024 reached 
19,232 (Fig. 1).

Entrepreneurs express hope for a rapid 
renewal of the tourism and hotel sector, counting 
on the active participation and support of local 

communities. They see cooperation with local 
authorities as a key factor in creating favorable 
conditions for development, modernization of 
infrastructure, and improvement of service, 
which will increase the competitiveness of 
regions in the tourism market. Such interaction 
will contribute not only to the revival of the 
industry, but also to the sustainable economic 
growth of communities as a whole.

For further in-depth understanding of the 
state of the tourism and hospitality sector 
of territorial communities, it is advisable to 
conduct a SWOT analysis. This method allows 
for identifying key strengths and weaknesses, 
as well as opportunities and threats that affect 
the development of the industry. Thanks to 
such a comprehensive approach, one can 
more effectively build development strategies, 
optimize the use of resources and minimize the 
risks facing communities in the field of tourism 
and hospitality. Below is a detailed SWOT 
analysis of the tourism and hospitality sector of 
territorial communities (Fig. 2).

The tourism and hospitality sector of territorial 
communities has a strong internal potential for 
development, but it requires a clear strategy, 
resource support, and a partnership approach. 
Maximization of strengths and opportunities is 
possible provided that the identified weaknesses 
are systematically eliminated, as well as 
an appropriate response to external risks. 
Thus, communities that integrate sustainable 
development approaches will strengthen their 
competitiveness and become growth points on 
the tourism map of Ukraine.

Table 1
Volumes of income from tourism activities for the first half of 2024

Region
Number 
of travel 

companies
Share 

of total (%)
Revenue, 

UAH million
Share of total 
revenue (%)

Kyiv 817 38.9 3100 54.0
Lviv region 229 10.9 1100 19.1
Ivano-Frankivsk region 69 3.3 852.2 14.9
Transcarpathian region — — 208.7 3.6
Kyiv region — — 146.7 2.5
Poltava region — — 120.4 2.0
Odessa region — — 88.4 1.5
Dnipropetrovsk region — — 63.5 1.0
Chernihiv region — — 19.4 0.9
Ternopil region — — 17.0 0.3

Source: [14]
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Conclusions. Small business is a key 
factor in developing the tourism and hospitality 
sector in territorial communities of Ukraine. Its 

potential is most fully revealed in conditions of 
active interaction with local governments and the 
public, considering the principles of sustainable 

Figure 1. Dynamics of the number of sole proprietors in the tourism sector
Source: [15]
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Figure 2. SWOT analysis of the tourism and hospitality sector of the communities
Source: formed by the author based on the results of the study

Strengths Weaknesses 
✔ Diversity of natural and cultural resources 
(monuments, landscapes, traditions) 

✘ Insufficient level of tourism 
infrastructure (roads, toilets, navigation) 

✔ Activity of small businesses in the tourism and 
gastronomic spheres 

✘ Lack of qualified personnel in the field 
of tourism and hospitality 

✔ Flexibility of small businesses in creating niche 
tourism products (eco-, agro-, ethno-, gastrotourism) 

✘ Limited financing of tourism projects 
and startups at the local level 

✔ Local flavor, authenticity and hospitality of 
residents 

✘ Lack of systematic marketing and 
promotion of territorial brands 

✔ Possibility of developing event tourism and local 
festivals 

✘ Unsatisfactory condition of cultural 
heritage sites and nature reserves 

Opportunities Threats 
✔ Creation of tourism clusters and small business 
cooperatives 

✘ Declining solvency of the population 
and instability of domestic tourism 

✔ Support from the state and international donors 
(grants, tourism development programs) 

✘ Military operations, security risks, 
negative information background 

✔ Development of digital platforms for promoting 
community tourism products 

✘ Youth migration and reduction of 
human capital in villages and small 
towns 

✔ Increasing demand for local tourism, growing 
interest in authenticity 

✘ Uncontrolled tourism can lead to 
resource degradation (ecological load) 

✔ Expanding partnerships between business, 
government and public organizations 

✘ Competition from more developed 
tourist centers 
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development. To increase the effectiveness of 
this interaction, it is necessary to improve small 
business support programs at the community 
level; provide local grants, preferential loans, tax 
breaks, and compensations for entrepreneurs 
who invest in creating or developing tourism 
and hospitality facilities; develop infrastructure – 
modernization of roads, creation of information 
centers, arrangement of pedestrian and bicycle 
routes, recreation areas, signs, parking lots, and 
catering facilities, etc.; attract private investors 
to the joint construction of hotels, campsites, 
and tourist routes through co-financing or 
concession programs; support local branding, 

participate in tourist exhibitions, create 
websites, mobile applications, tourist maps, 
and actively maintain pages on social networks; 
create entrepreneurship and tourism support 
centers; involve public-private partnership 
instruments; adopt local tourism development 
programs considering environmental, economic, 
and social aspects, as well as monitor the 
effectiveness of implemented projects. The 
transition to sustainable models of tourism and 
hospitality development will ensure not only 
the economic growth of communities, but also 
the preservation of their identity and cultural  
wealth.
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