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LESSONS FROM THE PANDEMIC
Luxury hotels

AS THE SPREAD OF THE PANDEMIC LED TO THE SHUTDOWN OF THE ECONOMY
IN POLAND, AMCHAM.PL QUARTERLY CONTACTED SEVERAL
MEMBER COMPANIES TO LEARN WHAT LESSONS THEY HAVE DRAWN FROM THE
LOCKDOWN AND THE SUBSEQUENT CHANGING MARKET CONDITIONS.
IN THIS DISPATCH, WE PRESENT THE UNIQUE PERSPECTIVE OF
LUXURY HOTELS.
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LESSONS FROM
THE
PANDEMIC
Luxury hotels
AMERICAN COMPANIES TRANSITIONED SMOOTHLY,
CONTINUOUSLY ADAPTING TO THE CHANGING SITUATION,
AND HAVE IDENTIFIED TRENDS OF STRATEGIC
IMPORTANCE TO BUSINESSES.
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KEEPING
BAD LUCK
AT BAY

The hotel industry
is going through
an unprecedented
crisis
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HIGH HOPES
2019 was a record-breaking year for the Polish tourism industry. According to data
from the Ministry of Development, the
number of foreign tourists visiting the country for more than one day reached 21.1 million, surpassing 20 million for the ﬁrst time.
In 2019, 19.6 million foreigners visited
Poland, leading to a 7.6 percent growth
year-on-year.
14.3 million tourists in 2019 came from EU
countries, an increase from 13.6 million in
2018. More than half were German tourists,
with over 7 million visiting Poland in 2019, a
5.4 percent year-on-year growth, compared
to 6.3 million in 2018. Most visitors from
outside of the EU came from the US,
Canada, South Korea, Japan, and Australia.
Their total number reached 892,000 in 2019,
a 10.6 percent increase compared to the
807,000 who visited Poland in 2018.
Last year, foreign tourists spent USD 9.8 billion in Poland, a 2.1 percent growth over the
2018 number.
This is why, at the beginning of the year,
hopes across the tourism industry were riding high. As Poland's prominence as an attractive tourist destination for foreign
travelers grew, many market analysts predicted that 2020 would beat the 21.1 million
number.

DROPPING NUMBERS
In January 2020, a record number of foreign
tourists visited Poland, beating the numbers for January 2019. February was also
strong. In March, however, when the ﬁrst
Covid-19 case was recorded in Poland and a
lockdown of the economy was introduced
mid-month, the number of foreign tourists
dwindled by 70 percent. As the lockdown
continued, their numbers diminished. According to Poland's Central Statistics Oﬃce
(GUS), nearly 3.3 million tourists in Poland
spent one night in a hotel room in May last
year. Yet, that number was only 387,000 in
May 2020, and only 5.2 percent of those
stays were booked by foreigners. International tourism in Europe in May had thus
dropped to numbers last seen in 1985.
SUMMER BREAK
The lockdown ended in mid-June, and Poles
took their summer vacations en masse.
Despite that, only 2.7 million tourists stayed
in hotels in July 2020, a decline of 33 percent (compared to May 2019, when 4.1 million tourists stayed in hotels). Of this
number, only 10 percent were foreign
tourists, a nearly 70 percent drop from
2019. Almost half of all foreign tourists staying in hotels in Poland held a German passport.
August was a little better, with 3.2 million
tourists staying in hotel rooms for one
night, including 300,000 tourists from
abroad (a 14.4 percent rise from July). Compared to August 2019, the inﬂux of foreign
tourists to hotels in Poland in August 2020
declined by nearly 64 percent.
During the summer holidays, the most popular destinations were seaside and mountain resorts, and Pomerania and Western
Pomerania were the most popular regions.
The Grand Hotel in Sopot, located at the
seaside of the Gdańsk Bay, was at full capacity. Big cities that traditionally saw high
numbers of tourists during the summer
now looked deserted. Most tourists associ-

Hotel beds in July
270,000 foreign tourists used hotel accommodation
in Poland in July 2020
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Hotel beds in August
300,000 foreigners used hotel accommodation
in Poland in August 2020
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ated these big cities with a greater risk of
contracting the coronavirus, and Warsaw
saw the most considerable losses, followed
by the Silesian metropolis Kraków, and
Łódź.
After the summer vacation season, Poles returned to work, and schools across the
country welcomed their students back.
Three weeks later, this had led to Poland's
10,000 new daily Covid-19 cases, a number
that was soon surpassed. Hotels were reopened in September and October, catering to clients in a limited capacity and
organizing small meetings for companies
and private individuals. Government regulations soon limited the hotels further, allowing them to oﬀer their services only to
business travelers staying at the hotel.

Summer (not) in the city
The most popular destinations this summer were seaside and mountain resorts. Warsaw, Kraków,
the Silesian metropolis, and Łódź experienced the steepest decline in tourism.
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eople in the hospitality industry smile
a lot. It is always genuine. With their
smile, they create a warm atmosphere and make their guests feel welcome.
Yet, as the pandemic continues more or less
unabated, even the most senior professionals ﬁnd it increasingly diﬃcult to put on
their professional smile as the hospitality industry is engaged in a dramatic struggle for
its very survival.
Dr. Marcin Szymfel, General Manager of the
hotel complex Crowne Plaza Warsaw—the
HUB, and Holiday Inn Express Warsaw—the
HUB, saw the writing on the wall this summer. "The pandemic destroyed tourism," he
wrote in an email to AmCham Quarterly in
August. "Three months ago, I knew we
would have a diﬃcult time over the summer, but I thought that the market would
improve in the fall. Now it is clear that this
will not happen."
The tourism industry is a signiﬁcant contributor to Poland's gross domestic product.
The industry contributed 6 percent to the
country's GDP in 2019, while the share of
agriculture remained at 3 percent.
Yet, this year, the numbers will turn out
quite diﬀerently. According to Dr. Szymfel,
Poland's tourism industry will lose at least
PLN 80 billion due to the pandemic. "Hotels
in Warsaw alone will lose some PLN 3 billion
in 2020-24," Szymfel said, adding that many
of them had already run into debt.

July-August 2019

Source: Central Statistical Oﬃce GUS
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July-August 2020
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Empty spaces: The pandemic-related restrictions sent commercial airlines into a downward ﬁnancial spiral, back to numbers last seen in the 1950s.

FINANCIAL LIFELINE IN DOUBT
Most hotels in Central and Eastern Europe
depend heavily on international tourism,
and visitors from North America, Asia, and
EU countries used to be their ﬁnancial lifeline. As countries closed their borders and
went into lockdown, international air travel
nearly froze. The pandemic-related restrictions sent commercial airlines into a downward ﬁnancial spiral, back to numbers last
seen in the 1950s.
According to the International Air Transport
Association, consumers spent an estimated
USD 871 billion, or roughly 1 percent of the
global GDP, on air travel in 2018. The leading
European airline Lufthansa Group reported
a ﬂeet of 763 planes in its 2019 annual report. Yet, in 2020, the airline suﬀered an operational loss of EUR 1.2 billion in the ﬁrst
quarter and a loss of EUR 1.7 billion in the
second quarter. The company received government aid granting it EUR 9 billion in exchange for a 20 percent stake in the
company. With hundreds of their aircraft
grounded, the airline reported a third-quarter operational loss of EUR 1.3 billion. At
that point, it became clear that the airline
will not begin to recover until 2023, and
Lufthansa will most likely have to keep 300
aircraft grounded in 2021 and 200 in 2022.

What is more, the company announced
plans to slash 22,000 full-time jobs across
the entire Lufthansa Group, which includes
brands such as Brussels Airlines, Swiss International Air Lines, Austrian Airlines, and
Eurowings. Lufthansa also has plans to permanently reduce the size of its ﬂeet by at
least 100 aircraft.
Other major airlines in Europe also downsized their operations and received state
aid. According to the Center for Aviation
(CAPA), apart from Lufthansa and its subsidiaries, the most signiﬁcant beneﬁciaries
of state aid have been Air France-KLM, Norwegian, Alitalia, TAP Air Portugal, airBaltic
and SAS.
Poland's national airline, LOT, which is
state-owned, has been covered by a government support package worth "billions
of złoty," according to Deputy Prime Minister Jacek Sasin, who is responsible for state
assets. It is clear that the Polish government is determined to save the airline that,
in 2019, for the ﬁrst time in its history, carried over 10 million passengers in a single
year.
SEEKING OUT NEW STREAMS OF
REVENUE
At the beginning of the lockdown, which

4

started mid-March in Poland, the hotel industry saw a tide of cancellations. Having
lost the revenue stream that is international tourism, five-star hotels regrouped
and reorganized their resources to cater
to a new target: domestic clients.
The Sofitel Warsaw Victoria closed on
March 14, as the hotel's few guests were
not sufficient to maintain the hotel's profitability levels. The decision was not an
easy one, but it was appreciated by the
hotel team because no one at the time
was prepared to bear the psychological
burden of the lockdown and work in the
new conditions.
The hotel reopened after 100 days, on
July 15. "Only the most adaptable people
were selected to work; individuals who
showed potential to adjust to the new
working conditions in the most effective
way," said Aneta Lewandowska, General
Manager of Sofitel Warsaw Victoria. During the lockdown, the hotel's management devised an action plan. The hotel
restaurant was equipped with a new entrance from the street, so people who
were not hotel guests could go into the
restaurant without crossing through the
lobby. This helped the restaurant generate increased traffic of local clients, with
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Severed connections: Restrictions in international air travel deprived Warsaw's Hotel Bristol of loyal clients from the US who stayed at the hotel
every summer.

Lewandoska noting that "The domestic
market has now grown stronger because
people are not traveling abroad."
The hotel also compiled an offer for the
corporate sector as hybrid meetings and
conferences were growing in popularity.
The hotel serviced meeting groups of up
to 25 individuals and "Simply looked for
business
where
business
was,"
Lewandowska said, adding that it was just
a small compensation for the significant
loss of no longer being able to host corporate events. This is the dark side of the
new situation. A hotel with a 2,000 square
meter ballroom needs to hold events in
the MICE sector (meetings, incentives,
conferences, exhibitions) to generate required revenue levels. Before the pandemic, such events were mainly
supported by international clients.
Joanna Czechowska, Director of Marketing in Poland for the Sheraton and Marriott International hotels, said that hotels
had to redesign their offers to reach new
clients, with many developing their hotel
restaurants and ability to host hybrid
meetings. "There is no international
tourism, and we have to focus locally,"
Czechowska said in August.
The Bristol Hotel in Warsaw also focused

on domestic clients, with a range of offers
aimed at individual guests. Its special
offer was a weekend package for two,
dubbed "Weekend Escape," which turned
out to be very popular. "Our hotel was the
favorite of many tourists from the US who
would come to Warsaw every summer,"
said Marta Blazik, Sales Manager at the
Hotel Bristol in Warsaw. "But with flights
grounded, the market has changed, and
we have to create an offer for domestic
clients." The hotel also hosts hybrid meetings for companies.
Stefan Bauer, General Manager of The
Bridge Wroclaw MGallery, said that the
market experienced a shift in travel patterns. Local destinations suddenly became very popular, and international
travel was significantly limited. Wrocław,
which is not a top destination for international tourists, has always had a robust
domestic market offer. Hotels in the city
generated higher summer hotel occupancy rates this year than in Warsaw, a
market that had relied heavily on international and business travel.
The Bridge was especially busy on weekends in the summer, with many guests
booking rooms one or two days in advance. The business sector also used the
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hotel for hybrid meetings and rooms for
day use as a "home office away from
home."
"There is definitely a demand for hybrid
meetings," Stefan Bauer noted. "They are
costly because they require video equipment and infrastructure, but many feel
the meetings are important for keeping in
touch with their people in different places
around the country, Europe, and even the
globe."
The Bridge also offered private dining
rooms for those who required privacy and
were not inclined to use city restaurants
because of the pandemic. Yet, private dining was not an area in which the hotel
generated significant profits. "Serving
guests in five or six different rooms requires more waiting staff and leads to a
lower profit margin," Bauer said.
SAFETY FIRST
Another cost-generating aspect for hotels
comes with Covid-19-related safety standards. Hotels not only need to be perceived as safe places in order to attract
guests, but the health and safety standards they follow also need to be effective. In the hotel industry, safety is not
about perception, but about efficiency.
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face shields, and hand sanitizing stations,"
said Bauer.
Safety measures do not only affect frontline employees but entire hotel teams. At
the Sofitel Warsaw Victoria, team members who do not need to meet face-toface use video-conferencing solutions,
even when they are in the same building
at the same time.
Despite the fact that hotel staff cannot
work from home, new technologies have
entered significantly into the hospitality
sector. These technologies require considerable investments in infrastructure to
support heavy data traffic, but once this
was completed, the possibilities abound.
Throughout the pandemic, hotels have
been working closely with technology
companies on new solutions and there is
a healthy exchange of ideas between the
two sides as both of them discover new
opportunities.

The cost of safety: The Westin Warsaw spent PLN 20,000 on hand sanitation stations and other
safety-related equipment in May alone.

The Polish Tourism Organization issued its
own safety guidance for hotels, and the
latter generally combine their own safety
standards with those from the chamber.
The IHG chain applied a uniform set of
standards called the "IHG Clean Promise"
across its hotels. The manual has been
meticulously applied across all the hotels
despite the fact that running costs went
up between PLN 4 to PLN 10 per room a
day with the new regulations. Other
chains followed suit, and today, according
to Marcin Szymfel, "hotel chains offer
some of the safest workplaces in the
economy."
The Westin Warsaw spent PLN 20,000 on
hand sanitation stations and other safetyrelated equipment in May alone.
Most hotels now also use keyless entry,
thanks to which guests can enter their
bedrooms using their smartphones. Hotel

restaurants are equipped with QR codes
that send offline menus directly to guests'
smartphones, so they do not need to
page through print menus.
Housekeeping services are organized in a
way that the staff does not come into
contact with guests. Public spaces and
high-traffic areas are rearranged to permit
only a limited number of people, and the
number of people per elevator is also limited. Hotel restaurants have redesigned
their buffet areas and guests are now
served by personnel, instead of serving
themselves.
Some hotels went the extra mile in helping their guests feel safe. The Bridge uses
a robotic air purifier that works during
coffee breaks after guests have left the
meeting area. "Our guests welcome all
the safety measures we implement, including temperature taking, face masks,
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MANAGING UNCERTAINTY
Hotels are learning how to function in the
new reality of low demand caused by the
pandemic and higher running costs due to
Covid-19 regulations. "We need to react
quickly to demand and the changing situation," Stefan Bauer said. "We need to improve our communication with the people
that we work with, because information
is the key to our success. We need information to understand what is going on,
and we need to react faster than before."
Hotels check every euro twice before they
spend it, constantly rethinking and reassessing their strategies. They are now
focused on becoming more flexible. Cancellation three months before the date for
which an event was booked is history, and
one week is the new norm. "I have some
bookings for next week, but I am not sure
if I will make money. A client could call me
tomorrow and say that they have to cancel but plan to return to the hotel next
year. This demands a lot of flexibility and
resilience," Bauer said. There is also the
emotional factor connected with people
who are afraid of losing their job, or of
them or a family member falling sick. To
put it simply, people fear for their future.
"We have to be stronger even in the way
in which our people perceive us," Bauer
said, adding that no one in the managerial
echelons of the industry had been trained
to cope with such a prolonged situation.
Marta Blazik from Warsaw's Bristol Hotel
admits that it is a challenging situation.
Before the pandemic, the hotel could do
long-term planning of its provisions. The
pandemic requires that everything be
done at the last moment because nobody
knows if the client will have to cancel just
before the event due to illness or another
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pandemic-related emergency. "We need
to react to the market much faster now,"
Blazik said, "We are more or less managing. It is a part of this business and its culture to manage." Joanna Czechowska
admitted that "it is hard to predict anything, and we must react to unprecedented challenges."
Before the pandemic, the average
amount of time in advance a room was
booked at the Sheraton was 82 days. The
pandemic shortened this to an average of
10 days. Pre-pandemic prices also no
longer apply. "We try to match our prices
with our clients because the pandemic
has also had a negative financial impact
on them," Czechowska said.
Aneta Lewandowska from Sofitel Warsaw
Victoria sees the pandemic as a trying
time for the industry. While there are
many questions regarding the future,
Lewandowska was happy to have noticed
that clients have been getting used to the
new reality as more and more customers
become interested in conducting hybrid
meetings at the hotel.
GOVERNMENT AID
2020 is a dramatic year for the hospitality
industry, which experienced massive financial losses and was forced to reduce
employment that was impossible to maintain at pre-pandemic levels. Hotels that
were in business before the pandemic resorted to the government aid program
called the Anti-Crisis Shield, in which the
government co-financed employees'
salaries and covered their social security
fees. The program ended at the end of
July. To help the hospitality sector, the
government launched another program—
a travelers' bonus program in which the
state covered a part of the hotel bill for
tourists who used hotels participating in
the program. The program itself totaled
PLN 3.5 billion but had no impact on fivestar hotels. Big cities were generally
thought to be unsafe, especially Warsaw—a city that recorded the highest
daily numbers of new Covid-19 cases in
summer. The government has announced
preparations for a new aid program for
the business sector, but no details have
been revealed at the time of this writing.
According to Dr. Szymfel, the ideal 202021 aid program for the hospitality industry
will partially cover hotel employees'
salaries and social security fees, provide
the hotels with tax relief from local taxes,
and partially cover their electricity bills.
The government should also partially
cover the interest hotels pay on the loans
they have taken and help them refinance
their loans. "This aid would help us survive," said Szymfel, adding that it would

New kid in town: The hotel complex Crowne Plaza Warsaw—the HUB, and Holiday Inn Express
Warsaw—the HUB, is the most recent addition to the hotel market in Poland's capital city.

cost PLN 30 billion in 2020-21, according to
his estimate.
However, Aneta Lewandowska feels that
no type of financial aid is sustainable in
the long run. The best way to help the
hospitality sector is to free it from the limits set by the government on meetings as
well as on international travel.
Stefan Bauer also said that government
aid will be limited because, sooner or
later, state coffers will be empty. "We
need to be mindful of the fact that we will
not be able to save every business," Bauer
said. "We all need to adapt in terms of
flexibility, resilience, and how we approach things."
TESTING INVESTORS' STRENGTH
The demand for top-notch hospitality facilities reflects the health of the global
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economy. Although the demand is cyclical, the long-term trend since the 1960s
has been for continued and accelerated
growth.
According to a report issued in the fall by
real estate advisory firm Cresa Poland,
there has been a correlation between the
development of modern office space in
and luxury hotels in Poland and the country's accession to the European Union in
2004. "Following the accession, the office
space market grew much faster than the
hotel
industry,"
said
Bolesław
Kołodziejczyk, Head of Research and Advisory at Cresa Poland. "Infrastructure
bottlenecks experienced by business travelers were addressed utilizing short-term
rental of private flats and smaller, nonchain hotels. To make the most of this opportunity, hotel developers intensified
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Time to reshuﬄe: The Soﬁtel Warsaw Victoria reopened and focused more than ever before on domestic market, local community and hybrid meetings with a new digital studio dubbed “Victoria” for virtual streaming.

their efforts, increasing the supply of new
rooms and the number of development
projects in the pipeline. International
hotel chains entered the Polish market,
reaching high occupancy rates and profitability."
Yet, the outbreak of COVID-19 has come
as a surprise to all market participants,
from developers to hotel chains to banks.
A decline in hotel occupancy rates driven
by social and economic restrictions and
combined with temporary border closures
has had an adverse
impact on the business environment.
"Had it not been for
the pandemic, we
would now be witnessing accelerated
growth in the hotel
industry as well as
high rates of return
on investment in hotels," said Iga Kraśniewska, Analyst at Research and Advisory at Cresa Poland.
"However, given the current circumstances, demand generated by the business sector as well as social and economic
restrictions imposed by governments will
be major factors that determine the future of the hotel market in Poland," she
said.
Yet, according to Kołodziejczyk, "the
foundations of demand in the industry
continue to be relatively strong, which is

a sign that business clients will return as
soon as the general conditions improve.
The question is, will it be too late for some
hotels?"
This all depends on investors' ability to
take a loss for an extended period as they
deal with complex cost structures with little room for cutting expenditures. Hotels
need to shoulder their maintenance costs,
including the maintenance of elevators,
ventilation, and air conditioning systems.
They also need to pay license fees and

Considerable uncertainty remains over
when and under what conditions hotels
will resume the full scope of their services, and the demand for their offering is
back to pre-pandemic levels.
Aneta Lewandowska is sure that the pandemic's challenges will bring many positive long-term changes to the hospitality
sector, as it will come up with a more diverse offering and embrace new types of
clients.
Stefan Baurer said that the crisis will make
hotels take a different approach to
their
business.
They might be inclined to extend
their services regarding
hybrid
meetings and develop new business ideas around
it, as well as other
services they can offer.
Yet, Bauer reminds us that "It is going to
be a difficult winter. We will have to balance the mood and support of our guests
because the situation is taking a toll on
everyone."

"It is going to be a difficult winter. We will have to
balance the mood and support of our guests because the situation is taking a toll on everyone."
management fees to the company that is
managing the hotel. A hotel of 800 rooms
in one of the capital cities of Central and
Eastern Europe with a staff of 400 people
can cost up to EUR 1 million to run for one
month.
SURVIVAL MODE
While market analysis leaves no doubt
that the hotel industry will be on the rise
once the pandemic is over, the sector itself is facing an unprecedented challenge.
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