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Abstract. In recent years, the pandemic and related restrictions have hit catering establishments
hard. The market did not have time to adapt to the new realities, because in 2022 the company faced
new and unforeseen problems related to sanctions. Supply chains are collapsing, suppliers are raising
prices, and some of them stop working in the Russian market, there are problems with equipment. The
purpose of the study is to assess the risk of investing in the restaurant business in modern economic
conditions. In the course of the study, the assessment of the sphere of public catering enterprises until
2021 was carried out, the dynamics of opening and closing restaurants in St. Petersburg was shown, the
dynamics of the turnover index and producer prices were analyzed. As a result of the study, the potential
risks of investing in the field of public catering are considered and opportunities for investment in the
current realities are identified. Despite the attractive image for investment, the catering market remains
very difficult, especially considering its tendency to competition. In addition, the study revealed a
number of key problems specific to this sector that a potential investor will have to deal with.
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AHHOTanuMd. B nocienHue rofapl maHIeMUs U CBSI3aHHBIE C HEM OrpaHUYEeHUsT CMIIBHO yIApUIIN 10
MPEeANpPUITHSIM OOILIECTBEHHOTO MATAHM. Y phIHKA He OBbIIO BpeMEHM adallTHPOBAThCSI K HOBBIM pea-
JIUSIM, TIOCKOJIBKY B 2022 roma KOMITAHUS CTOJIKHYJIACH C HOBBIMU M HETIPEABUICHHBIMU IIPOOJIEMaMH,
CBSI3aHHBIMM C CaHKUMSIMU. Llernouky mocTaBOK PyIIATCSI, MTOCTABIIMKY MOBBIIIAIOT LIEHBI, a HEKO-
TOpbIE M3 HMX IIPEKpallaloT CBOK pabOTy Ha POCCUICKOM PBIHKE, BOZHMKAIOT MPOOIEMBI C 000pYaI0-
BaHueM. Llenblo MccienqoBaHus SIBJISIETCS OLICHKA PUMCKA MHBECTUPOBAHUS B PECTOPAHHbBIN OM3HEC B
COBpPEMEHHBIX 9KOHOMUYECKUX YCI0BUsIX. B mpoliecce uccinenoBaHus poBeieHa oLieHKa cepbl mpe-
MpUSITUI obO1IecTBeHHOTO uTanus 10 2021 rona, mokazaHa AMHAMUKA OTKPBITHS U 3aKPBITHUST pecTopa-
HoB B CII6, mpoBeneH aHau3 IUHAMUKN WHIEKCA TOBAapooOOpOTa U 1IeH ITpon3BoauTeneil. B pe3ynb-
TaTe MCCIIeJOBAHMS PACCMOTPEHEI MOTeHIIMAIbHEIC pUCKI MHBECTUPOBAHUS B chepy OOIIECTBEHHOTO
MUTAHUS U BBISIBJIEHBI BO3MOXHOCTH JUISI MTHBECTUPOBAHUS B TEKYIIMX peannusx. HecMoTpst Ha ipuBiie-
KaTeJIbHBII 00pa3 [JIs1 ”HBECTUPOBAHUSI, PHIHOK OOIIECTBEHHOI'O MMUTAHUSI OCTAETCSI OUEHb CIIOXKHBIM,
OCOOEHHO YYMTHIBAIO €T0 CKJIIOHHOCTh K KOHKYpeHLMU. [ToMMMO 3TOro, B pe3yjbrate MCCIeIOBaHUs
BBISIBJICH PSiJi KJIFOUEBBIX MPOOJIEM, XapaKTEePHBIX JIJIsI JaHHOTO CEKTOpa, ¢ KOTOPHIM MPUIETCS UMETh
JIeJIO TTOTEHIINAIbHOMY MHBECTOPY.
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Introduction

In the period from 2010 to 2020, there was a significant growth in the field of public catering. Indeed,
from 2010 to 2020, GDP grew by an average of 1.5% per year. These rates are much higher than the
average annual growth rate of the entire economy (0.4%). All growth in this sector was observed in the
subsector of catering and catering establishments, where an average annual growth of 2.3% was observed
over the same period, while accommodation services remained stable. Two trends contributed to the
growth of the sector. Firstly, the constant growth of the population and wages stimulated local demand
for restaurants and drinking establishments.

The influx of immigrants to the region, especially in the last three years, has led to population growth
reaching recent highs. Secondly, the decline in the value of the ruble on the international market since
2014 has made trips to the region relatively less expensive for tourists. Employment in the field of ac-
commodation and food in St. Petersburg has grown by an average of 0.8% per year over the past decade.
The greatest growth occurred in the period from 2019 to 2020, when employment in the sector reached
a record high of 80,800 people (Shorikov and Butsenko, 2019).

Employment growth in the sector lagged behind GDP as employers tried to fill vacancies. After
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healthcare and social assistance, the largest number of vacancies in the region is in the field of accom-
modation and catering (in the third quarter of 2020, slightly less than 4,200 vacancies were registered).
The accommodation and catering services sector, measured as a percentage of total employment in
the sector, has the highest vacancy rate among all sectors in the region, with the number of vacancies
accounting for 4.8% of the total number of employees. A recent survey of tour operators showed that
the positions of chef, cleaner, cleaner and check-in desk are the most difficult to fill. Although many
new restaurants have opened in the area to meet the growing demand, some have closed permanently or
temporarily due to staff problems.

Before the arrival of covid, 2019 was a positive year for the catering market:

— Petersburgers spent +1.7% on eating out.

— In places of public catering, attendance is +0.8%.

— Things were going very well in the sector, and he was promised a good tomorrow, but this was with-
out taking into account the arrival of Covid.

In 2021, the figures have changed a lot, and the attitude of St. Petersburg residents to food, too. The
covid-19 epidemic has led to the following results for the industry:

1. The turnover of the restaurant in 2020 amounted to 35.6 billion rubles, which is 38% less than in
2019.

2. Restaurant attendance dropped by 35%.

3. The first quarantine in 2020 led to the closure of catering establishments. Attendance dropped by
71% in April and May 2020.

4. In the period from June to October 2020, the outbound catering market fell by 28%.

According to a study by Food Service Vision:

— in April 2020, the drop in turnover from catering was estimated at 2.4 billion rubles.

— at the beginning of the quarantine, the turnover of restaurants fell by 88%;

— there has also been a net decline in business reputation, investors and entrepreneurs no longer want
to take risks in a dangerous sector.

The takeaway sale, in fact, minimized the losses of restaurateurs. Having doubled its market share in
the catering sector, it amounted to 15% in 2020 and 30% in 2021. In this line, fast food managed to take
advantage of the situation. He lost only a quarter of turnover and visits. This category of food products
scored 7 points in terms of market share and accounted for 43% of the total number of visitors to out-
bound catering (36% in 2019). Delivery and drive increased by 25% in expenses and visits. According to
RBC, fast food occupies two thirds of the market in the drive. They manage to survive this period with
less hassle, because this method of restoring food is fully adapted to the covid: distancing, very little con-
tact, no obligation to wear a mask, etc. (Shulepina, 2016). This new way of eating at home has also prov-
en to be extremely positive for ghost kitchens. These are restaurants that do not have a covered reception
and are designed for door-to-door sales. These structures are possible thanks to delivery companies such
as Delivery club or Yandex.Food. They are also the big winners of the health crisis.

Today, hygiene is becoming an even higher priority for catering professionals. This applies to custom-
ers, as well as the kitchen and service staff. Training will now be essential in the field of safety and hy-
giene. Transparency will be required, it is necessary to reassure the client more and more and show that
barrier gestures and other obligations are fully respected (Kushcheva, 2015). Food companies are also
the winners of 2021. Bakeries, for example, have never seen a decline in their attendance. This proves
that restaurants need to diversify their business in order to remain as sustainable as possible and adapt
to changes (InvestInRussia, 2021; Moiseeva and Gordeeva, 2017; Tashmukhamedova and Matyakuboyv,
2019). Takeaway sales with packed lunches, the creation of a grocery store, "push and take", home cook-
ing are all ways of thinking about survival in a sector that has been largely affected by the crisis of 2021
(Ilyina and Kapustina, 2015).

Eating out is growing: in the period from 2008 to 2018, household consumption in the catering sec-
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tor increased by 5.7% and amounted to 4.9 billion. 36% of household spending on food goes outside
the home; and this is also an important fact that confirms the trend of recent years to prefer food in a
restaurant to food at home. In addition, preference is given to places offering unusual taste sensations
that tickle the taste and senses, but at the same time attention to traditional dishes and local products is
declared. In the field of public catering in 2020, about 40% of the turnover recorded in 2019, a record
year for food purchases outside the home with a turnover of 86 billion rubles, was lost: 1,692 companies
in this sector closed, its doors and 407 were launched, which is a record low.

2020 was also the year when 77% of premises operated in delivery mode, and 27% of entrepreneurs
in this sector opened a dark kitchen designed only for delivery, or a virtual brand to cope with forced
closure, and this opened the door to capillary technological innovations both in the ways of cooking and
distributing food, and in her choice (Mironova, 2020). As for delivery, according to the report, 43% of
restaurateurs said that they deliver directly, with their own fleet of visitors and ordering systems, 3% rely
exclusively on external platforms, and 9% use both methods. The remaining 45% is collected by those
who have not yet focused on delivery, and those who have decided not to use it. 10% of respondents said
they would like to keep the delivery or dark kitchen even after opening.

In 2020, 2.9 million people visited St. Petersburg. Of these, 2.4 million are citizens of the Russian
Federation, 0.5 million are foreign citizens. In comparison with 2019, the tourist flow has actually de-
creased by 70% (Kuryaeva and Mazaleva, 2018).

The diagram of the division of market segments is shown in Figure 1.

Fig. 1. Accommodation facilities by category in St. Petersburg

Most of the dishes of European cuisine are served in the restaurant market. The next one is Russian,
with a share of 22%. Japanese cuisine occupies 8% of the total range of cuisines presented. The share
of Italian cuisine is 5%. The remaining 26% falls on other types of cuisines: Spanish, Latin American,
Chinese, Caucasian and others. For more information, see Figure 2.
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Fig. 2. Various types of kitchens located on the territory of St. Petersburg

During the pandemic, the occupancy rate of all restaurants, without exception, decreased several
times compared to the values traditional for this time of year. Occupancy decreased to only 28%, but
returned to normal in 2021 (Figure 4).

Fig. 3. Average load of LUXURY restaurants in St. Petersburg

Summarizing the latest reports, we can say that the market of outbound catering, affected by the
Covid-19 crisis, showed losses of 35% of visits and 37% of expenses in the first eight months of the year
compared to the previous year. Unsurprisingly, catering, which operated at only 15% of its normal ca-
pacity between March and May, is the most affected sector, with a drop of almost 45% in visits and costs.
The decline is smaller for fast food restaurants: from January to August, losses amounted to about 25%
(Kuryaeva and Mazaleva, 2018).

During the three months of containment, the fast food sector lost about two-thirds of visits and
expenses compared to the same period in 2019: 64% fewer visits and 70% less expenses. Fast food was
able to succeed, but no matter what, from March to May, it split the revenue in half. Three segments
were able to adapt and limit their losses by focusing, in particular, on takeaways: supermarkets (with
ready-to-eat meals/snacks), bakeries and pizzerias. Thanks to the delivery and removal, they were able
to maintain activity, knowing that nomadic consumption traditionally accounts for 80% to 90% of their
visits. As for the time of consumption, lunch was most affected by the restriction of freedom: the greatest
loss of attendance (70%) was recorded from March to May and for eight months (40%).

During the first three months of restaurant openings (June, July and August 2020), the market recov-
ered only 70% of its value compared to the summer of 2019. Showing a much faster recovery, fast food
lost only 16% in price compared to the summer. 2019. The takeaway pizza and hamburger segments, in
turn, have grown dramatically, demonstrating that fast takeaway options that appeal to a young audience
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stimulate market dynamism. In the catering sector, the recovery is slower: the scheme restores only 70%
of the previous year's cost (Kabir, 2013).

The meridian gap continues to suffer, in particular, due to the slowdown in the work of canteens and
the practice of remote work adopted by many Russians. Lunch time, which seems to have lasted better
during childbirth thanks to delivery (minus 64%), shows a resumption of attendance in June, July and
August, while the number of visits decreased by 29% compared to 2019. As for profiles, the data clearly
show the gap between generations: those who are "older than 55" returned to restaurants less (a 40%
decrease in attendance compared to the summer of 2019) than the older generation. Young people (less
than 20%) in visits. Women were also less likely than men to return to restaurants. The effect of Covid-19
is also felt in terms of consumer motivation and selection criteria.

Almost 75% of them say that compliance with sanitary standards and the implementation of an
accurate protocol in a restaurant play an important role in choosing a point of sale. Finally, if Russians
have less visited restaurants at the table in the summer of 2020, they have not given up entertainment, as
evidenced by an 8% increase in the average ticket during dinners due to the consumption of additional
products such as desserts, alcoholic aperitifs, etc. Both consumers and restaurateurs had to adapt very
quickly and learn new habits during their incarceration. New practices and new proposals are shaping
the HDR of tomorrow.

Although sales growth of 6% and expenses of 5% were recorded in this sector in 2021 compared to
2020, it is still "far" from the level of 2019. Commercial catering recovered last year despite being closed
for five months due to the health crisis, but its turnover is still down by more than a third, according to
a study conducted by RBC. 2021 ended with "a 6% increase in visits and 5% increase in expenses,” but
"it is still far from the results of 2019, as the market decreased by 30% of visits and 35% of expenses”
compared to the period before the health crisis, the report says.

In 2019, the turnover of this sector amounted to 37 billion rubles. Commercial catering "out of the
house" includes table service (cafes, bars, beer bars, cafeterias), fast food (fast food, takeaway/delivery,
sandwich shops, bakeries, catering), meals in transport and on vacation (museums, train stations). Table
food has been most affected by the health crisis: establishments had to close their premises to the public
for five months last year, as in 2020. it fell again in 2021, with a turnover of -8% compared to 2020 and
-53% compared to 2019, RBC clarifies. On the other hand, fast food has increased by 13% in terms of
the number of visits and by 15% in terms of cost for the year, and is only 12% of the results of 2019 in
terms of attendance and 11% in terms of cost (Kravets, 2008; Sultaneva, 2012). As for the digitization of
orders, it "jumped": "orders made through an application, computer or terminal account for 470 million
visits," "or 7% of the total number of visits against only 2% in 2019," RBC notes.

At the end of last year, large restaurant chains warned of a price increase of up to 15% in 2022. The
main reasons for this reaction of market participants were the increase in prices for products and logistics
services. In recent years, the pandemic and related restrictions have hit gastronomy hard. The market
did not have time to adapt to the new realities, because at the end of February 2022, the company faced
new and unforeseen problems related to sanctions. Supply chains are collapsing, suppliers are raising
prices, and some of them stop working in the Russian market, there are problems with equipment. The
situation has not yet affected the operation of restaurants. None of the market participants has signifi-
cantly changed the way they work. Currently, the main processes are focused on the level of interaction
between suppliers and restaurants.

With each such crisis, more and more ingredients that restaurants use are of ruble origin, which
makes crisis processes smoother each time. Gastronomy, especially in Moscow and St. Petersburg, has
already reached such heights that food in a catering establishment is sometimes cheaper than at home.
The consumer will return to fast food, but visiting restaurants will not stop. We have already seen this
during the 2014 crisis and at certain stages of the pandemic.

But the restaurant industry itself may change. Nevertheless, the most important sign of a successful
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establishment is the ratio of price and quality of the restaurant. It is unknown how much more prices
will rise. In order not to reduce the quality, we need to look for new forms of service. The most notice-
able changes are expected by Russian consumers in the field of imported alcohol. Most of the most
famous brands here belong to international companies. For example, the suspension of supplies by the
French company Pernod Ricard means that importers cannot, as usual, import Chivas Regal, Jameson
and Ballantine's whiskey, Olmec tequila, Absolut vodka and several dozen other brands to Russia. The
Frenchman's main competitor, American Diageo, has stopped supplying Johnnie Walker whiskey, Cap-
tain Morgan rum, Baileys liqueur and Guinness beer (by the way, this is not a complete list of brands).

However, the restaurateurs themselves hope that the brands on the list will not disappear completely
from the market. They are simply supported not by direct agreements, but by third countries that are not
subject to sanctions. This will increase expenses, which have already doubled in the last two weeks due
to the depreciation of the ruble. However, even if this does not happen, it does not mean that whiskey,
tequila, rum and European wines will disappear from Russian establishments in principle. Neither the
US nor the EU have imposed any restrictions on the supply of food and beverages to Russia, so even if
well-known brands disappear from the Russian market for a while, they will be quickly replaced by less
advertised brands that are still available in Russia, which are unknown, but not known.

The decline in the ruble exchange rate over the past eight years has already prompted many compa-
nies to pay attention to dyes. In addition to reducing the cost of entry, tinctures make it possible to get
relatively unique drinks. The Russian Union of Shopping Centers and the Russian Union of Industri-
alists and Entrepreneurs are ready to negotiate with the Ministry of Trade of Russia on state support for
Turkish companies in Russia. It mentions the provision of tariff preferences and loans, as well as grants
for the opening of a shopping center to a new partner.

But in order to enter the market, you need to understand which kitchens will be the most profitable
and in demand. As mentioned earlier, Georgian cuisine almost does not depend on foreign suppliers,
so it has every chance to be considered one of the most profitable, along with Caucasian, Armenian and
Turkish cuisine. At the same time, Mediterranean cuisine, which is so loved by Russian consumers, is
extremely risky, due to possible supply disruptions and prices set by suppliers. In addition, it will be very
ill-conceived to open Japanese-themed establishments, since the issue of seafood has not yet been estab-
lished, and it may take some time for a decent import substitution of these products.

To increase the attractiveness of projects, land for the construction of new industries will be pro-
vided at the rate of 1 ruble. The crisis has led to the fact that Russians are forced to cut some items of
expenditure from their budget, so in the restaurant business they have moved strongly towards fast food
and trattorias. However, the overall dynamics of the sector is growing. The sector has been in a difficult
situation for many years: the financial crisis of 2008 led to a sharp reduction in wage employment in the
private sector and the closure of sites, which represented much fewer markets for catering enterprises.
This also caused a decrease in purchasing power, which affected the size of the "average check” spent in
restaurants.

Materials and Methods

Such methods as analysis, synthesis, generalization, methods of economic analysis (division of eco-
nomic phenomena into factors or categories affecting the allocation of resources) were used for the
statistical and economic methods, and computational and constructive method in terms of identifying
patterns between economic phenomena and processes.

Results and Discussion

The traditional catering sector depends on the evolution of the purchasing power of households,
which affects the level of attendance at establishments, as well as the average check. Competition be-
tween independent and restaurant chains, combined with the re-equipment of urban and tourist regions,
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weakens traditional independent restaurateurs. Indeed, it is difficult for them to compete with the price
positioning of non-branded networks. In addition, catering groups attract the interest of investment
funds, which increases their investment ability. Moreover, this competition is intensified by the boom
of fast food and "alternative" schemes (in particular, dark cuisine). The investment needs necessary to
acquire and develop a business reputation are high and cause damage to companies with limited capital.
In addition, due to the importance of location quality, rents are often very high.

Staff costs should be fully controlled. Wages are unattractive, and working conditions remain diffi-
cult (complexity, stressful pace, irregular working hours, etc.), restaurateurs have difficulty coping with
high staff turnover and absenteeism. Qualified staff is hard to find. The use of non-standard jobs can
jeopardize the quality of service (lack of motivation, problems with training newcomers, etc.). These
recruitment difficulties are more acute for independent restaurateurs, as most structured groups now
have an internal training center and are more attractive because of the mobility and development op-
portunities they offer to their employees. The development of online review sites (such as TripAdvisor)
forces restaurants to monitor their electronic reputation (respond to reviews, encourage customers to
leave reviews, use an agency).

Since 2010, the dynamics of the sector has slowed down sharply (+0.6% per year in volume versus
+2.5% in the period from 2005 to 2010). The sector employs 110,000 full-time employees (+1% per year
since 2010). These employees are mostly unskilled and often work part-time. Since 2010, the margin
rate and economic profitability have deteriorated. The investment rate remains low (6% in 2021).In
2020, collective nutrition was severely affected by the Covid-19 health crisis during the first quarantine
(-40% turnover in May compared to January). The opening of the school market was not enough to
increase activity in general (-24% in September). Commercial chains are entering the catering market,
which have ready-to-eat shops and their own cafes, more and more food industry enterprises, the de-
velopment of the ready-to-eat segment and the intention to open their own ready-to-eat dishes. But the
biggest problem is that large delivery aggregators are entering the market. Small restaurants that use the
services are digging their own grave: they give away their already small profit and, in addition, all their
valuable data about the guests. If aggregators choose dumping, they can lower prices so that all small and
medium-sized restaurants abandon their business

In the period from 2010 to 2019, the dynamics of the catering sector slowed down sharply (+0.6% in
volume per year compared to +2.5% in the period from 2005 to 2010), developing at a much slower pace
than in the catering sector (+3.4%).) or market services (+3.0%) (fig. 1). In 2020, activities seriously
disrupted by the Covid-19 pandemic recorded a sharp drop in production in the second quarter. Like
the entire catering sector, catering companies have been hit hard by the health crisis associated with the
Covid-19 pandemic. Their turnover fell sharply in the 2nd quarter of 2020 (-40% in May to January).
However, all things considered, they suffered less from this first wave of the epidemic than their col-
leagues from commercial catering.

The resumption of activity after the first quarantine was not as noticeable in collective nutrition as in
commercial catering, which fully benefited from summer holidays (-32% vs. -7% in August compared
to January 2020). On the other hand, corporate restaurants were still influenced by the preservation of
remote work, distancing rules limiting the number of guests present at the table at the same time, and
fears of infection. Many employees present at the facility bring or order food delivery. The second quar-
antine had only a limited impact on the activities of collective nutrition, unlike commercial nutrition.
For more information, see Table 1.
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Table 1. Dynamics of the trade turnover index in 2021

Month Collective'meals Commercial catering Complex nutrition All outlets
are provided

January 100,0 100,0 100,0 100,0
February 99,6 99,9 98,9 97,5
March 81,7 43,7 48,7 84,5
April 64,3 29,6 27.2 74,0
May 60,0 25,9 29,6 75,3
June 59,5 69,6 68,1 83,9
July 56,9 86,8 82,5 87,7
August 67,9 93,1 89,4 90,7
September 75,5 89,4 87,3 92,4
October 80,3 71,7 76,0 92,5
November 77,6 36,5 40,0 88,0
December 72,3 51,2 41 90,1

At the same time, the dynamics of price growth from the manufacturer shows itself to be quite stable,
and despite the fact that there is a tendency to rise in price, the growth rate is extremely low. The price
dynamics are described in more detail in Table 2.

Table 2. Dynamics of producer prices since 2017

Period Collective.meals Commercial catering Complex nutrition All trading services
are provided

2017 100,0 100,0 100,0 100,0

2018 99,7 101,2 101,2 100,4

2019 100,6 102,5 102,5 101,0

2020 101,0 104.1 104,0 102,0

2021 101,7 105,6 105,4 103,2

The restaurant business accounts for more than four-fifths (84%) of sales. Almost three quarters
(72%) of the sector's turnover is accounted for by collective catering: cooking (52%) and canteen man-
agement (20%).These revenues are supplemented by other types of catering: fast food (4.1% of sales),
table food (3.9%), catering establishments, mainly providing meals and home delivery (1.9%), cafeterias
(0.8%) and other types of restaurant activities (1.3%).

In 2021, 200,000 people worked in contract catering, that is, 110,000 people in full-time equivalent.
There is widespread underemployment, especially in the field of cleaning (75% of jobs). This applies
more to women than men: 42% of women work part-time compared to 15% of their colleagues. [21].
Contract catering is an unskilled activity compared to all market services: employees and workers pre-
dominate (42% and 32%, respectively, compared to 27% and 14%), and managers rarely (6% vs. 27%).
Collective catering mainly recruits workers specializing in the food trade: kitchen assistants and appren-
tices (18.5% of the workforce), cooks and kitchen employees (13.5%), kitchen masters (6.6%), facility
management (5.8%). For more information, see Table 3.

Table service occupies a prominent place, regardless of whether the staff is qualified (3.4%) or un-
skilled (9.3%), as well as cleaning (10.8%). Management is carried out by administrative and financial
managers (2.0%), restaurant managers (1.7%) and sales managers (1.3%).
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Table 3. Distribution of employees by socio-professional categories in 2021

Staff Restaurants Portable points Trading
Entrepreneurs 0,2 17.2 9.4
Management team 6.3 4,5 27.1
Handyman 20.1 13.1 22.1
Staff 41,8 45,1 27,0
Laborer 31,6 20.1 14.3
Total 100,0 100,0 100,0

The distribution of jobs in the sector is relatively balanced: women occupy 55% of jobs, and men
45%. However, women are more likely to be engaged in unskilled work (70% of women compared to
25% of men). At this point, it is worth paying attention to the policy of social investment, the main ob-
stacle of which is a simplified interpretation of social investments, which reduces them to a logic that
is antonymous with respect to insurance. In addition, social investments are not a cheap option in the
short term, although they can be profitable in the long term.

This financing problem arises, in particular, in the Russian Federation, which already have high so-
cial expenditures or are experiencing budgetary difficulties. There is a need to diversify social protection
resources. For example, it is necessary to go beyond financing through contributions that burden the
cost of labor. In addition, social investments are constrained by simplified budgetary supervision based
on excessively uniform rules of the game, poorly suited to the very heterogeneous realities of the mem-
ber countries, as well as the lack of foresight in budget arbitration. For example, under the influence of
austerity policies in a number of countries, savings on education have been achieved, which is a blatant
contradiction with the strategy of social investment, and as a result, many suffer from a lack of qualified
personnel. Many of the expected benefits of social investment materialize only in the long term. The
standard economic approach is to discount future costs and benefits.

There are several ways to do this, but they all proceed from the principle that future benefits (or
costs) should be reduced by an amount (discount rate) reflecting the choice of expenses in the present,
and not in the future (and vice versa for expenses of future periods). Investment is usually defined as
spending on future benefits, not on consumption in the present. For private investors, the rate of return
on investment should compensate for the costs of resource mobilization (Shevchenko, 2008; Voronova
etal., 2019).

This is a program that is rather aimed at the potential protection of personnel, which contributes
to increased motivation, as well as labor productivity, and accordingly increases the revenue indicator.
Moreover, social investment is able to solve such problems as the hanged turnover of personnel, the
outflow of qualified personnel, and as a result — the downgrading of the qualifications of the entire
staff of the institution, which leads to financial losses. Also, the state encourages enterprises that have
developed a system of social investment and personnel protection. Purchases of raw materials and other
materials (mainly food) used for the production of dishes are structurally high in contract catering. In
2018, they accounted for 29% of the sector's turnover. For comparison, in commercial nutrition, this
weight is only 20%, probably due to less use of already processed products. As a result, the industry's
economy is very sensitive to food prices. Table 4 shows the proportion of intermediate consumption.
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Table 4. Share of intermediate consumption in turnover in 2021

Rng;is:réztei:f:;f (Izgf;nﬁsti?;z Product Raw material Purchase of services
Collective meals are provided 52,0 2.1 29.1 20,7
Commercial catering 55,0 9,8 20.1 25,0
Retail outlets 55,0 9,5 20,7 24,5

In 2021, intermediate consumption accounted for 52% of turnover in the catering sector under the
contract, compared with 55% in commercial catering. Conversely, collective catering enterprises buy
fewer finished products (2% of turnover compared to 10%) and fewer services, such as renting premises
or equipment or using temporary workers (21% compared to 25%). However, they use subcontractors
more: 8% of turnover compared to 1%. The margin rate of contract catering has halved over the period
2010-2018, from 13% in 2010 to 7% in 2021. This decline was especially noticeable in 2015 (-3 points), a
year marked by general stagnation in activity, but also in 2020 (-2 points), in a much more favorable eco-
nomic context. Indeed, the wage fund is growing (+3.2% per year) faster than the value added (+2.2%),
due to the pressure exerted on the prices of collective food. [21]. In commercial catering, the margin
indicator decreased by the same amount during this period (-6 points), but was higher (23% in 2010).
The results are shown in Table 5.

Table 5. Margin value change rate starting from 2013

Period Collective meals provided | Commercial catering All trading services
2013 13.1 22,5 31.1
2014 12,9 21.1 29,9
2015 9,5 17,7 27,8
2016 8,7 17,9 28,2
2017 9.2 13,7 27,3
2018 8,8 18,5 27,7
2019 9,8 16,6 27,2
2020 9,5 18,4 28,3
2021 7.2 16,6 27,5

Despite a very sharp decline, the economic profit margin of catering players remains high (16%)
compared to catering (12%) or commercial services (8%). This is due to the presence of a large amount
of cash associated with the payment method (payment to suppliers in the long term, but immediate or
rapid charging for food) and allowing you to create a negative need for working capital.

This is also the result of a lower level of fixed assets in the industry: the level of investment is relatively
low (6% compared to 13% in the whole catering industry in 2021), as capital intensity (21% vs. 49%),
even if the latter increased sharply and regularly during the period (12% in 2010 G.). Canteen manage-
ment requires more investment than cooking since 2015: for example, companies specializing in the first
type of activity show an investment level of 8% in 2018 compared to 4% for the rest. Supplier risk refers
to any risk associated with the supplier's activities or organization that may affect the activities of the cli-
ent company. For many years, supplier risk management has been a major challenge for the purchasing
department. Today, 71% of procurement decision makers claim to be objective in this area.

The Standardization Association gives us its official definition: "Supplier risk is defined as the prob-
ability that the principal will see that his economic activity will deteriorate or even be interrupted due
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to a failure in his relations with his suppliers and service providers or undesirable behavior on the part
of one of them." There are many risks depending on the activities of the companies concerned or the
nature of the purchases made. However, we can generalize these risks into four main categories. Strate-
gic and financial risk concerns the financial condition of suppliers; this can take the form of economic
dependence, bankruptcy, etc. It is important for the purchasing department to know how to manage the
financial risks of its suppliers so as not to find themselves in such situations (Smirnov and Ilyina, 2017).

Contractual and legal risks include non-compliance with contracts and/or applicable legislation;
example: legal interrogation, fraud, etc. Operational risk is associated with the goods/services offered;
example: quality, breakdown or delay in production, delivery, etc. Reputational risk is associated with
ethical, social and environmental aspects; example: scandal, disaster, etc. Remembering the collapse of
Rana Plaza in 2013, which led to the deaths of more than 1,000 Bengalis working for well-known brands
of ready-to-wear, and showed the difficult conditions in which they worked. To these four main fami-
lies, of course, you can add others: cybersecurity, hygiene, economics, politics, customer satisfaction,
etc.

In conclusion, it should be noted that in recent years, regulatory requirements on many issues have
been strengthened by provisions on payment terms to suppliers. To this is added the pandemic that the
market is experiencing, and its consequences: a major socio-economic crisis. In this context, it seems
more important than ever to manage, anticipate and control supplier risks by conducting a complete and
methodical mapping.

Conclusions

Thus, we can conclude that despite the attractive image for investment, the catering market remains
very difficult, especially taking into account its tendency to competition. In addition, there are a num-
ber of key problems specific to this sector that a potential investor will have to deal with, namely:

1. Supplies of raw materials. The issue with suppliers has always been one of the most important in
the restaurant industry. Enterprises have been building relationships with suppliers for years, trying new
directions and alternating partners to find the most reliable and profitable supplies. To date, there is a
question about the expediency of working with suppliers who supply food raw materials from abroad,
since this type of supply can seriously increase in price, and is unacceptable for restaurateurs.

2. The ability to find an analogue of foreign products. There are certain types of products that are
currently supplied only from abroad. This hits the Italian cuisine sector especially hard, where it is
recommended to buy even flour from Italian producers. The seafood sector is also suffering, which has
long built relationships with suppliers, and has not so often used the services of local producers. The
danger here is whether it is possible to supply an analogue of food raw materials. So there is a possibility
of replacing imported salmon with chum salmon and trout, which can be found in abundance among
domestic producers.

3. Difficulty in finding qualified personnel. The restaurant business cannot boast of an excess of
quality staff, and there are a number of reasons for this. This is a small salary, difficult working condi-
tions, a large emotional load and a stereotype of youth for this area. The latter is especially important
for the staff working in the hall. In addition, there is a more ethical problem when competing restaurants
simply poach a qualified employee, instead of educating their own. This creates a huge problem, and
restaurateurs have to hire people for certain positions, without certain skills and education. This leads to
such problems as: a drop in the quality of service, a drop in the level of hygiene, an increased likelihood
of personnel risks.

4. Reduction of margin value. This problem is one of the key ones, as it affects the restaurant's profit.
The fall occurs for a combination of two reasons. The first is the increase in prices for products, which
continues to grow, albeit at a small pace. The second is the lack of strong growth in household incomes,
which puts restaurateurs in a situation where they pay more for raw materials, and they cannot change
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prices because of the risk of customers leaving. This usually leads to a deterioration in the quality of the
purchased products, as well as to a decrease in the portion volumes of dishes.

Sanctions have certainly changed the restaurant industry, and it's too early to make any predictions,
but the prospects that have emerged are clearly visible. Due to the departure of a number of companies,
the usual way of working in restaurants, which was developed during the pandemic, may change. The
biggest changes are expected in the delivery sector, as fast food accounted for a large share of orders.
Thus, it can be assumed that the consumer will return to the rhythm of visiting public catering places,
as it was in the pre-covid period. Already today, many restaurants are narrowing their delivery activi-
ties by switching to working with the hall. This is a rather unexpected development, since during the
pandemic period, many experts predicted that some restaurants would switch exclusively to delivery,
following preferences. But in 2022, there is an unprecedented trend of new players entering the market.
McDonald's alone had more than 800 establishments on the territory of the Russian Federation, and
now, having left the market, there is a place for the same number of catering establishments that domes-
tic restaurateurs want to use. Such a chance to capture market share has not been observed since the
collapse of the USSR, so today St. Petersburg is the most attractive for investment in the food industry.
Moreover, it should be done quickly, since major global players are already willing to take the places
vacated after the departure of global food industry brands.
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