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Preface

Building a new business is hard work. The US Small Business Administration reports that 50%
of new businesses disappear by their fifth year of operation. New businesses fail for a variety of
reasons from lack of access to capital to poor management to insufficient linkages to markets.
Yet there is one step, which should be the first step, that helps to address many of these issues
and that is to develop a comprehensive business plan.

A good business plan analyzes opportunities and demand for products and services, sizes up
competition, reveals competitive advantages, identifies target markets and strategies to reach
them, and presents a clear financial picture of both revenue and expenses.

Some may argue that business planning is a waste of precious time, an academic exercise to
create a document that will collect dust on a shelf somewhere. But shrewd investors and smart
project managers know that the business planning process forces an entrepreneur to analyze all
market forces that determine success or failure of a business concept, tests assumptions, and
requires that they articulate their plans in a clear, concise, and intriguing manner.

At the end of this process the entrepreneur holds in his or her hand a document to attract inves-
tors and guide enterprise and product development, sales and marketing, training, financial
management, and operations.

The goal of most businesses is the bottom line: revenue, profits, and growth. Sustainable tour-
ism enterprises also confront the challenge to contribute to job creation, biological and cultural
diversity conservation. The power of sustainable tourism as a development tool lies in that these
philanthropic investments improve tourism products, differentiate and add value in the eyes of
the consumer, and strengthen the enterprise itself.

These unique needs and opportunities are most prevalent in developing countries, in rural and
indigenous communities, and in parks and protected areas that struggle to balance conservation
goals with basic necessities of local populations. For these reasons, this toolkit was written with
these conditions and local stakeholders in mind. But the overall process, information needs, in-
dustry insights, and tools presented below are based on universal business planning principles.

The business planning sections described in this document include

Introduction to the Business Plan
Conducting a Tourism Site Assessment
Describing the Business

Analyzing the Market

Assessing the Competition

Creating a Sales and Marketing Strategy
Operations Planning

Sustainability Planning

BUSINESS PLANNING 4
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Unit 1; Introduction to the Business Plan

At the end of this unit participants will be able to understand:

e The purpose of a business plan

e The audiences of a business plan

¢ The overall information included in a business plan

¢ The unique aspects of business plans (and businesses) that attempt to support commu-
nities and biodiversity conservation

Introduction to the Business Plan

A business plan is a step-by-step document that outlines proposed products and services, as
well as provides marketing and financial forecasts (usually one and five years). Developing a
business plan identifies potential problems that the enterprise may face, as well as communi-
cates its vision and plans to investors, colleagues, and employees. It is not a static document
and should be frequently updated and revised. It is both a strategic development tool (a “road
map” for moving forward in the development of the business concept) as well as a way to fore-
cast profit and loss. By having benchmarks planners can periodically check-in on how the busi-
ness is doing. It is better to know that the business idea is not feasible at the planning stage,
than after having committed resources to it; or to put it another way it is prudent to make mis-
takes on paper, rather than in real life.

By drafting a business plan you will utilize your human and financial resources more effectively,
minimize risk, prepare for the unexpected, and have a greater chance for a successful venture.
A business plan will not prevent all your problems, but it can identify areas where you may be
vulnerable, such as training needs, seasonal variations in income, competitor strengths, and
government regulations that will require compliance.

A final reason for writing a business plan is to raise money. Most investors or donors will not put
money into a venture without first having reviewed its business plan.

Because the business plan is a hybrid document — part pragmatic projection and part sale’s
tool — it must walk a fine line between content and tone. The information must be accurate, yet
must convey a sense of optimism and excitement. Although risks must be acknowledged, they
should not be dwelt upon. The tone should be business-like. People will respond to a positive,
interesting presentation, and will be turned off by one that is vague, long-winded, or not well
thought out and organized. Therefore a business plan that makes good use of graphics or that
paints a picture of the enterprise in a provocative way, has a better chance of being looked at
closely than one marked by monotony and monochrome (Ford, Bornstein, and Pruitt, 2007).

BUSINESS PLANNING 7



Business Plan Structure

If you enter the search term “business planning” on Google or Amazon, you will find hundreds of
books and guides available to you that outline the structure and information presented in busi-
ness plans. The reality is much of the information that you include in a business plan is some-
what standard. It is also worth noting that the lion’s share of business planning steps and infor-
mation we will discuss within this course can also be found in those books and guides and it is
worth picking one up as an additional resource for your business planning.

Yet there are some distinct information needs when it comes to establishing a sustainable tour-

ism enterprise, particularly for one not only focused on revenue-generation, but also has devel-

opment objectives such as poverty alleviation or biodiversity conservation. The following section
begins to explore some of these specific aspects of business planning.

This course also provides insight into sources of information needed for a sustainable tourism
business plan, particularly in developing countries. The overall structure of the business plan
employed by Solimar International in the development of sustainable tourism businesses can be
found in Table 1.1

Table 1.1. Business Plan Structure for Sustainable Tourism Businesses

Section Contents

1. Executive Sum- A short synopsis that provides readers with highlights of the overall sections

mary and financials of the business plan.

2. Introduction Introduction helps to familiarize the reader with the overall background of the
business, partners, region, and historical context.

3. Need Statement A component of the business plan unique to development projects, this sec-
tion provides a better understanding of the context and motivations behind
starting the business.

4. Mission Statement A concise statement that describes the overall purpose of the business, in-
cluding who you are, what you do, how will you do it, and what you stand for.

5. Vision Statement This statement conveys what success looks like for the business, communi-
cated through a set of SMART (Specific, Measureable, Achievable, Rele-
vant, Time-Bound) goals for the primary functional areas of the business,
including sales, marketing, customer satisfaction, conservation support, etc.

6. Business Descrip- e A summary of the business’s tourism products and services

tion e Overall business structure
e Roles and responsibilities of the management team

7. Market Analysis e International, regional, and national tourism statistics and travel trends
e Profiles of market segments in the region
e Value chain/industry analysis

8. Competition Anal- e A summary of competing businesses and products

ysis e Porter’s Five Forces Analysis (Porter, 1980)
e Competitive advantages
9. Sales & Marketing e  Strategic positioning
Strategy e Pricing, placement, promotion
10. Operations & Business structure

BUSINESS PLANNING
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Key personnel and training needs
e Legal considerations



e Risk and risk management
e Communications
11. Sustainability Plan e Conservation and community contributions
e Best practices and sustainability principles
12. Work Plan & Mile-  Major milestones outlined and assigned a timeline and individuals responsi-
stones ble
13. Financial Projec- Income statement, cash flow statement, five-year income projections, fixed
tions assets/depreciation costs

Unique Aspects of Business Plans that Support Communi-
ties and Conservation

Many businesses established as a part of international development often assume the structure
and mission of a “social enterprise”. A social enterprise is an organization or venture that ad-
vances its social mission through entrepreneurial, earned income strategies. For a social enter-
prise, profit is not the point of the business but the means by which the enterprise supports a
social need.

Another widely accepted definition of social enterprise is “a business or organization whose
purpose is to change the world for a common good” (Lynch & Walls, 2009).

When we apply this traditional definition of a social enterprise to sustainable tourism, we begin
to see some of the benefits that this business model offers the development field:

A Social Enterprise is...

whose purpose... ' isto change the

- - : LT = ---
a business... I for a commaon
' good.
- Day tours . Sales
. i ; = Increase linamc sl
- Multi-day tour - Emsplowrmienit benefits from tourism e
packages : for local communities - Poverty
| 2 alleviation

| - Lodging services
- Binin E Services

= Transportatisn
services

and crafts

| - SAVE tour products

= Merchandise farts

B

- Improve tourism
products/services in
the reglon

- i 1Ay
SUppor

- Conservation

Figure 1.2. A Social Enterprise Is...

- [ncrease conservatlon
linancing

- Aupport social
praygrams [health,
education]

- lmprove relmionship
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- Biodiversity
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= socal l.'I.LIJ.ll iy

A social enterprise is, first and foremost, a business. The social mission can only be achieved
through financial viability and growth of the enterprise itself. Therefore a sustainable tourism en-
terprise must achieve the same success required of any small business, including:

e Healthy revenues and profit margins
o Sufficient working capital

BUSINESS PLANNING

o Effective marketing
e Product innovation



e Superior customer service
e Streamlined operations

BUSINESS PLANNING

Strong leadership
Comprehensive business skills
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Social enterprise is not an uncommon or radical concept. A Google search for the term “social
enterprise” reveals nearly 50 million direct references. Harvard Business School has its own
Social Enterprise Program. And USAID currently supports social enterprise development pro-
grams in Bulgaria, Moldova, Lebanon, Egypt, and Morocco, and Ukraine, to name a few.

The Triple Bottom Line Approach

Many social enter- - ;
prises measure their Triple Bottom Line: Measures of Success

success not only by
their financial bottom Economic | "Profit” Ecological | "Planet” Social | "People”
line or prOﬂ_tab'“ty' t_)Ut - Directly linking . Sustainable practices | - Fair labor, salary and
also by their ecologi- producers to markets, [waste, energy) profit sharing policies
cal and SO(?Ia| returns 'h“:_"'d”f”_ﬁﬁ “’::": : - Profit linked to - Gender equality
- AT InCreasin FIAEE SPEL :

as well. This ap A ConSErvation actlons: - Profit Hnked to zocial
proach, called the - Distribution of profits = environmental needs: health care
“trinle bottom line.” to many rather than education, monltoring, e ;

p ' education
assesses an enter- e Income diversilication

prise’s degreeofsus- .
tainability.

Figure 1.3. Triple Bottom Line: Measures of Success
Within development projects the opportunity often exists for the social enterprise and triple bot-
tom line approach to support the economic, ecological, and social objectives of the project. For
example, many of USAID’s projects include some of the following economic growth or biodiver-
sity conservation objectives.

Number of jobs created in target areas

Increased sale of sustainable products or services

Increased investment in target areas

Number of small and medium enterprises supported in target areas

Number of persons trained in target areas

Number of environmentally sustainable practices and processes adopted by the tour-
ism sector in target areas

¢ Number of alliances, cooperative agreements, concessions, and co-management
agreements in target areas

Summary

A business plan sets the vision for a product or business, charts the way in specific financial
terms, and also sells the project to investors. While every industry uses business plans, sus-
tainable tourism in particular emphasizes social enterprises that seek Triple Bottom Line re-
turns, not just financial bottom line returns. Because of this social objective, a business plan of-
ten identifies the social need (including environmental) and shows how the business can be
used as an instrument to generate returns that benefit society.

Business Planning 11



Unit 2: Conducting a Tourism Site Assess-

At the end of this unit, participants will be able to understand:

¢ Information needs and potential sources for a supply-side tourism site assessment, in-
cluding site profiles, partner profiles, and tourism inventories

¢ Information needs and potential sources for a demand-side tourism site assessment, in-
cluding industry profiles, visitor surveys, and stakeholder interviews

Introduction

Building a business plan is like building a house. It is only as good as the materials from which it
is constructed. Before a planner can begin to develop a business plan and describe all of the
components mentioned in the previous unit, he or she must first conduct a tourism site assess-
ment to better understand supply and demand forces. Understanding these forces will not only
help to develop the most viable tourism products and services, but will influence nearly every
aspect of the business plan.

Developing a Site Profile

First, we want to research and document some basic characteristics of our target area. This
step is somewhat unique to sustainable tourism and international development projects. Con-
ventional businesses may not find this information to be pivotal to their business planning pro-
cess. But in our case, where the underlying goal is not only tourism development but to promote
how such development supports communities and conservation, then this site profile is im-
portant to make those linkages.

As with all information in the site assessment, how and where this research plays a role in our
business plan will soon become apparent. The site profile data for instance becomes useful in
the plan’s introduction.

The site profile often contains the following information.

Location (country, region)

A map of the location

Size of the site (acres, hectares)
Protected/legal status of the site

BUSINESS PLANNING 12



Zoning of the site, if applicable (buffer, nuclear, etc.)

Management plans currently in place, if applicable (public use, tourism, etc.)
Prevailing land use/land tenure

Major safety issues (crime, civil unrest, etc.)

Next, consider some overall environmental considerations.

e Ecosystems, topography, geology

¢ Climatic conditions (temperature, precipitation, seasons)

e Biodiversity: endemic/endangered flora or fauna, international designations such as
World Heritage site

Finally, it is important to assess the social side, including important communities in the tourism
development process.

e Local population (size, ethnicity, education level, average annual income, migration pat-
terns)

e Historical relationship between the local population and site management, including any
role that they have in site management

e Involvement or interest that local communities have in tourism at the site

e All steps taken to date with local communities to involve them in tourism development at
the site

Information Sources
Potential sources of information for developing a site profile include:

e Site visits

e Partner meetings

e Internet research

¢ Community meetings
¢ Project documents

Conducting a Tourism Inventory

The primary supply-side assessment to identify potential products and prepare for the develop-
ment of the business plan is the tourism inventory. A tourism inventory documents tourism site
attractions and resources, existing or potential, and is organized into six categories:

Biodiversity

Natural Attractions

Cultural Attractions

Historic Attractions
Recreational Activities

Tourism Infrastructure/Facilities

BUSINESS PLANNING 13



Biodiversity

Sustainable tourism is characterized by visitors who want to experience areas of high biodiversi-
ty, unusual ecosystems and species. Potential clients are motivated by the presence of endan-
gered and/or endemic species, charismatic megafauna, and impressive numbers of birds and
mammals. For example, some biodiversity highlights to mention in a business plan might in-
clude:

“The site contains the largest remaining tract of rainforest in the country”
“75% of the country’s floral species can be found at the site”

“Site is home to jaguars and a large population of howler monkeys”
“The country’s only endemic bird is found at the site”

Natural Attractions

Next, describe natural attractions at the site. Examples include landscapes, wildlife, forests, wa-
terfalls, bodies of water, caves, beaches, etc. Although there is some overlap between this cat-
egory and biodiversity, the inventory identifies opportunities for biodiversity to be considered an
“attraction” or a tourism experience.

These attractions can be analyzed with a simple SWOT approach (strengths-weaknesses-
opportunities-threats) that may yield information relevant to product development (Table 2.1a).

Table 2.1a. Application of Simple SWOT to a Natural Attraction

Attraction Description Strengths/Opportunities | Weaknesses/Threats

Howler Mon- | 4 resident troops of howler Proximity to interpretive Monkey habitat being
keys Troops monkeys are located just a center, guides and transpor- | lost to cattle ranching,
15-minute boat ride from the | tation services required, visitors like to feed
main park interpretive center | charismatic megafauna, monkeys, boat gas/oil
in a lowland tropical forest many visitors ask about very expensive, no safe-
monkeys ty equipment
Cultural Attractions

Next, describe any cultural attractions. Examples include community festivals, traditional cere-
monies and rituals, music/songs/instruments, dances, arts/crafts, local cuisine, as well as tradi-
tional economic activities such as net fishing.

Table 2.1b. Application of Simple SWOT to a Cultural Attraction

Attraction  Description ' Strengths/Opportunities  Weaknesses/Threats

Garifuna cul- | Women’s group in the Gari- | Very engaging event with Petty theft on the rise in

tural evening | funa community of Batalla lots of audience participa- Batalla, in-fighting be-
presents a cultural evening tion, Batalla is a friendly tween three Garifuna

of traditional songs, dancing, | community, excellent food, women’s groups, ex-
and homemade breads and many jobs supported by this | pensive attraction be-
fish stew. attraction cause of salaries for

BUSINESS PLANNING 14



musicians and dancers.

Historic Attractions

Next, describe historic attractions. Examples include archeological sites such as indigenous pet-
roglyphs, forts, monuments, burial and birth places, religious centers, historic buildings and ar-

chitecture, etc.

Table 2.1c. Application of Simple SWOT to an Historical Attraction.

Attraction

Strengths/Opportunities Weaknesses/Threats

Indigenous
petroglyphs
and rock art

Description

1000-year-old petroglyphs in
the shape of abstract ani-
mals carved into a large rock
on the side of Rio Dulce.
Located approximately 2
hours by boat from the inter-
pretive center.

Isolated location in the mid-
dle of primary rainforest,
wildlife sightings likely as
well, large and well-
preserved carving, local
guides have excellent inter-
pretive stories of site.

Increase vandalism of
rock art in recent years,
dangerous river currents
en route, long ride for a
day tour.

Recreational Activities

Next, describe any recreational activities that exist at the site. Examples include hiking/trekking,
biking, climbing, water sports such as snorkeling/diving, camping, boating/rafting, swimming,
and traditional/indigenous sports and physical activities.

Table 2.1d. Application of Simple SWOT to a Recreational Activity

Activity Description Strengths/Opportunities Weaknesses/Threats

Two-day trek
to Pico Alto

A multi-day trek that climbs
3,000 feet into primary cloud
forest above the community
of Los Alamos. Ample wild-
life viewing opportunities
along a well-maintained trail.

Many unique bird and
mammal species often
seen, great views/vistas,
highest peak in country,
community wants to build
new ecolodge along trek-

king route.

Very strenuous hike,
current cabin used
along trail is falling apart
and rat-infested, guides
do not prepare food;
clients must bring their
own.

Tourism Infrastructure/Facilities

Finally, consider important tourism infrastructure and facilities categories that will directly impact
products, markets, and ability to link them.

Table 2.1e. Application of Simple SWOT to Infrastructure.

' Strengths/Opportunities = Weaknesses/Threats |

Category
Access

' Description
Site is only accessible by
plane (1 hour) or boat (8
hours) from nearest major

Limited access keeps park
an exclusive and unique
destination.

Cost of flights increasing
10% a year

BUSINESS PLANNING
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airport/metropolitan area.

Trails

Two trails, Rio Sico Falls
trail is 3 km RT and rela-
tively easy to hike; Valle
de Oro trail is 6 km RT and
winds through a fertile for-
ested valley.

Both trails are well main-
tained during the dry sea-
son, local folk know the
routes well and could make
excellent guides.

The valley trail is a mud
pit in the rainy season
and cannot be used from
Sept-Dec.

Interpretive

Interpretive center located

Park management has $30K

Current center is old and

centers at park entrance. grant to build new center leaking; funding is de-
next year. pendent upon public use
plan, which will take 12—

18 months to develop.

Public re- Public restrooms in inter- New center next year with Need more facilities in

strooms pretive center only. expanded bathroom facili- areas outside of park

ties. entrance.

Lodging Four hotels at site, one is All hotels are clean and safe. | Customer service is se-
three stars, and the other riously lacking at all four
three are two stars. hotels.

Food and din- Six local cafés and eater- | All serve excellent local cui- | Customer service is se-

ing ies located throughout the | sine that is safe to eat; all riously lacking at all ca-

site.

use bottled water for interna-
tional guests.

fés and eateries.

Highways and
roads

No roads — visitors travel
through park in boats via
rivers, lagoons, and wa-
terways.

Traveling by boat is a unique
form of transportation and
gets visitors close to nature.

High cost of boat gas.

Transportation

Local boats can be hired
either privately (more ex-
pensive) or using a collec-
tive service that is like a
bus route.

Great way to see the
site/wildlife, unique form of
travel, no major infrastruc-
ture needed for transporta-
tion.

Boat drivers often drink
on Sundays, river cur-
rents can be dangerous
in the rainy season,
boats do not offer sun
protection.

Medical facili-
ties

Small medical clinics are
located in every village
throughout the site.

Any basic ailment/injury can
be treated; private charter
flights can be arranged for
emergency evacuations if a
hospital is required.

Nearest hospital for ma-
jor emergencies is locat-
ed 1 hour by plane;
commercial planes only
fly once a day.

Developing Partner Profiles

Developing sustainable tourism projects and enterprises usually involves a variety of stakehold-
ers, from community leaders to protected area managers to private sector partners. Building
these partnerships takes time, but also provides important financial, technical, social, and politi-
cal resources and support needed to get a tourism project off the ground. The business plan
should describe these partnerships and the resources they provide.

The following are partners often involved in tourism development projects, and the resources
they may bring to the table.

BUSINESS PLANNING
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Table 2.2. Project Partners, Roles, and Potential Benefits

Potential Role | Potential Benefits

International devel-
opment organiza-
tions & agencies

Financial support
Short-term technical assistance

Grants, loans, etc.

Planning, product development,
training, sales and marketing,
etc.

Local organizations

Project planning support
Long-term technical assistance

Insight into to local context (polit-
ical, social, etc.)

Long-term, ongoing support of
projects

Industry associa-

tions

e Tourism

Small business

Ecotourism

Adventure travel

Community as-

sociations

e Indigenous asso-
ciations

Networking with potential busi-
ness partners

Training support and publications
Industry statistics and trends
Consolidated purchasing (equip-
ment, etc.)

Peer-to-peer learning

Business contacts/partners
Credibility (shows project is part
of larger, established group)
Long-term, specific training sup-
port

Industry information that helps
develop products

More negotiating power with
suppliers/better prices

Peer support

Ministry of Tourism

Marketing and promation of the
country overall

Marketing and promotion of desti-
nations within the country
Marketing and promation of the
niche travel within the country
(nature-based tourism, cultural
tourism, adventure tourism)
National tourism training and cer-
tification program (for food, lodg-
ing, guides, etc.)

Determine tourism taxes (if appli-
cable)

Promote tourism investment

Marketing support
Networking support

Ministry of the Envi-
ronment

Permitting (especially for tourism
activities in parks/protected areas)
Developing policy for tourism in
parks/protected areas

Permits to operate
Policy that supports communities
and sustainable tourism

Ministry of Economic
Development

Investment promotion
Small business incubation (train-
ing, funding, technical assistance)

Investments
Training and technical support

Ministry of Social
Development (partic-
ularly with women’s
groups, indigenous
groups, rural com-
munities, etc.)

Training and technical assistance
Grants and funding

Training and technical assis-
tance
Grants and funding

Protected area man-
agers

Important partners if operating in
a park/protected area

Tourism planning and policy
Permitting

Funding

Political support
Permits
Funding

BUSINESS PLANNING
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Local Municipalities

Local policy and regulations that
apply to tourism and the enter-
prise

Political support — important to
keep local politicians informed of
project activities

Local tourism offic-
es/chambers of

Destination/local marketing and
promotion

Same as listed

commerce Networking
e Training and technical assistance
e Funding

Information Sources

Potential sources of information for developing partner profiles are meetings and interviews with
partners themselves.

Conducting a Market Analysis

A market analysis helps not only to identify potential competitors and sales partners, but also
highlights tourism statistics and trends that may directly influence the tourism products the pro-
ject chooses to develop. In addition visitation numbers (such as park entrance data, national-
level arrival data, or local tourism business customer logs) also help to develop accurate and
realistic projections when it comes to the business plan’s projected financial models and docu-
ments.

First, consider other tourism service providers that might be operating at the site. Table 2.3
shows some basic data on national and international tour operators, travel agencies, hotels, and
other tourism service providers that either bring visitors to the site or sell tourism products that
include visiting the site.

Table 2.3. Tourism Service Providers at the Site

Name & Tourism Products/ Average Cost of Clientele
Location Services Offered Products/Services

Rainforest | 1. Rainforest hiking tour 1. Rainforest hik- Rainforest Ad- Rainforest Adven-
Adventure | (half day): tourists arrive in | ing tour: $50 per venture Tours ture Tours has
Tours, St. | the morning with a guide person mainly caters to | been operating for
George’s | and do a four-hour rain- 2. Hike and cultural | international visi- | nearly 10 years in
(capital forest hike tour: $125 per per- | tors who stay in the park. They hire
city) 2. Rainforest hike and cul- | son the resort com- local cooks, but

plex outside of
the park. Their
clientele is most-

bring in their own
English-speaking
tour guides. They

tural tour (full day): tourists
begin the day as above,
but then have lunch pre-

pared by a local indige- ly European are interested in
nous women'’s group, (German and seeing more eco-
which also performs a English) who tourism products

one-hour cultural demon- prefer physical developed in the

stration and traditional
dance

activity and cul-
tural exchange.

park.
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Information Sources

e Interviews with tourism service providers
¢ Internet and print travel guide research
¢ “Secret shopping” (acting as a potential client to get basic product/pricing information)

Next, look at general tourism trends and statistics that will help paint a picture of the overall vis-
itation to the site. These considerations include:

e Visitor demographics: Nationality, age, income level, number of travelers

Visitor motivations: Why visit the site or country?

Visitor travel patterns: Where are visitors coming from? Where are they going? What
modes of transportation do they use? Independent travelers or packaged tours?

Visitor spending patterns: How much do they typically spend at the site? And on what?
Visitor interests: What tourism products, activities, or attractions interest them?

Visitor willingness-to-pay: For specific tour products or for products/services in general.
Visitor statistics: Arrival data to the site, region, country?

Visitor travel planning sources: Which websites, guides, or other travel planning
sources do they use to plan their trip? When do they make those decisions (before or af-
ter they arrive)?

Information Sources

¢ International tourism data: UNWTO Barometer Report
(http://mkt.unwto.org/en/barometer)

e National tourism data: Ministry of tourism, national tourism associations

¢ Regional tourism data: Tourism chambers of commerce, airline companies

e Local tourism data: Individual businesses, protected area managers

e Tourism profiles, willingness to pay, key drivers and motivations: Visitor survey
and focus groups (see the following section)

Analyzing the Tourism Market: Visitor Surveys

There is no better source of visitor information than visitors themselves. A well-designed and
presented visitor survey can yield a trove of good business planning and product development
information. Similarly, focus groups or one-on-one interviews with visitors also provide lots of
important qualitative data and feedback, particularly in the final stages of fine-tuning products
and the business plan.

Yet designing surveys is a science and can quickly become a waste of time, both that of the
project and the target audience if not designed appropriately.

¢ Self-administered surveys should be 1-3 pages at most and not take more than 10-15
minutes to complete

¢ Surveys should be free from language bias, overcome by making surveys available in
numerous languages (or at least the languages of targeted market segments)
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¢ Surveys should only ask one specific question per inquiry. For example “How many days
will you be visiting Bolivia and Madidi National Park?” are two different questions rolled
into one.

e Surveys should be based on a well thought survey plan, discussed later in this unit.

The most common methods of designing survey questions include:

e Multiple choice, multiple options. For example: “Do you know of, or have you heard
about, any of the following Bolivian tour operators? Please check all that you know or
have heard about.”

e Open question. For example: “From the time you left your place of residence until the
time you return to your place of residence, approximately how many nights will you
have spent on your trip?”

e Ranked matrix. These questions ask respondents to rank their interest from low (1) to
high (5) in activities such as bird-watching or hiking.

A typical tourism project requires visitor surveys and focus group market analysis in two stages.

First, in the initial stages of the project consider conducting a general visitor survey that provides
a big picture analysis of the market at the site. This survey tries only to understand the broader
visitor interests, trends, and motivations.

Then, after analyzing that data and using it to develop specific tourism product concepts, costs
and prices (for example, a half-day bird watching tour for $50), an enterprise can develop a
more product-specific survey that essentially ground truths many assumptions derived from the
first survey. This second product-specific survey gathers more detailed feedback from visitors
and industry partners (e.g. tour operators) on the tour product such what they liked, what they
would change, and their willingness-to-pay for the tourism product.

It makes sense to include some overall demographic questions on the second product-specific
survey in order to identify trends within surveyed market segments (for example, 90% of visitors
who label themselves “backpackers” are only willing to pay $40 or less for the birding tour).
Two surveys follow. The first is an example of a general survey, while the second is a product-
specific survey.

RESOURCE 2.1

Survey Tool: Survey Monkey

This online tool creates surveys, enters survey data, and shares results. Because it is online,
multiple users can access shared surveys and databases, and options range from free access
to monthly and annual memberships for more advanced features.

www.surveymonkey.com
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Welcome to Puerto Plata!l This survey is being administered on behalt of the Dominican Sustainable Tourism

Alliance. Your responses will help us gain greater insight about tourists’ preferences. We respect your

privacy, and all responses are anonymous. Thank you for your help! IL‘M. i-"r
frravel Info
1. If you are not a resident, please indicated how long you are staying in Puerto Plata?
|:| Days |:| I am a resident
2. Have you planned or do you plan to book any excursions with a tour operator during this trip to Puerto Plata?
N Mo, | planned this myself | Concierge desk/hotel activity center
|:| Tour operatar D Other B
3. On a scale of 1 - 5 with 1 as not interested at all and 5 as very interested, what is your interest in the following:
NOT
int : INTERESTED NOT Too NFLITRAL FAMLY VERY
AT AL INTERESTED INTERESTEDR | INTERESTED
| Wildlife viewing 1 2 i i | 5
Bird watching 1 . | 3 1 & | 5
Discovering lacal plant life 1 i 3 4 | 5
Hitking: | |

& 1 hour easy hike near the base of the mountain 1 2 | 3 ] | 5

A miklly strenuous hike dawn lzabel de Torres [2-3hrs) 1 2 | 32 | 4 | 5

A more strenuous ke up lsabel de Toores (3-4 hrs) 1 r, | 3 ] | 5
 Hiking up and down lsabel de Tarres (6-8 hours) 1 2 | 3 _ 4 | 5

Adventure activities: ]

Zip=liming 1 2 3 L | 5
|_Cancpy tours 1 2 3 A__| s
| Owernight camiping on M. lkabal 1 2 | 3 | | 5
| KMlauntain biking 1 2 | 3 [ ] | 5
| Paragliding 1 2 | 3 4 | 5
| Rappelling [descending frem a rope on Heep walli) 1 2 3 L | | 5
i Exploring underground cavet i . 3 L | | £
4. Do you prefer puided hikes or unpguided hikes? |:| Guided hikes |:| Unguided hikes
5. Gender: D Male |:| Female
6. Age []18to24 []25to34 []35toaa []astosa [ ] s5toea [ ] overes
7. How many people are you traveling with?

8. Where do you live?

[[] Australia [[] canada [ ] caribbean [ ] France [ | Germany

[ naly [] Mexico [] usa [[] other (please specify}

9. Househaold Income {US Dollars §)

[] $24,999 or lass [] $625,000-549,999 [ | $50,000-574,999 [ | $75,000-5$99,999 [ | Over $100,000

Is there anything you would like to add to the information that you have provided [please let us know)?
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Puerto Plata Visitor Survey
1.

2.

19 Please list any other achivities or atfractions you would like to see at the Puerio Plala festival:

BUSINESS PLANNING

What is your nationality?
In which hotel/resort are you currently staying?

How many lotal days will you be spending in the Puerlo Plata region?

Iy Wy oy

For Intermaul Lise iy

bt
|camtmn
e [y

- Which of the following besl descnbes you as a fraveler? (please select only one)
Backpacker (lodging less than US $50/day)
Independent Traveler (lodging US $50-$150/day)
Independent Traveler (lodging more than US $150/day)
Package Tour (lodging US $50-$150/day)

Package Tour (lodging more than US $150/day}
Business traveler

if you indicated “Package Tour”, please select the day of the week you arnved 1o Puerto Plata:

J Mon 1 Tue

U Wed (1 Thu a Fn a Sat

d Sun

It you indicated “Package Tour’, please select the day of the week you will depart Puerto Plata:

1 Mon 1 Tue

a Wed O Thu 1 Fn a Sat

1 Sun

Including lodging, food, tours & other travel-related costs, approximately how
much money do you plan on spending per day here in Puerto Plata (in US$)?

N/A

O N/A

Puerto Plala is developing a weekly festival in its downtown park/plaza that will fealure
= authenfic Dominican food, arls, and atfrachions in a safe and enjoyable environment.

Assuming you'd visit such a festival, circle your level of INTEREST in the vanous
attractions. On the scale of 110 5, “17 = "no interest” and “57 = “very inferested”.

FESTIVAL ATTRACTION @ No interest ey Very interested (&)
| 8. Food: fresh breads, seafood, local favoriles 1 2 3 4 5
9. Non-alcoholic drinks: fresh ;u.rces 1 2 3 4 5
1ﬂ- Ah:nhu-lir: drinlu beer, rum 1 F: 3 4 3
11 Arl:sJCrafts wood carvings, pamnngs 1 2 3 4 5
ET3 L-:h:llpmﬂu:u coffes, fresh flowers 1 2 3 4 5
13 Jewelry: amber, larmnar, siiver, gold 1 2 3 4 ]
H Live music: Merengue, Jazz 1 2 3 4 5
15 Cultura.l_;)-resenlahons tradmonal dance song 1 2 3 4 5
IE Theatrical prennlruunl mm.rm .m'aj.r.s 1| 2 3 4 5
1? Special evenlts: jazz fes!.-vals eic. 1 2 .3 4 5
18. Other? 1 2 3 4 3

Picase compicte the ather side of our survey._thank you!

Figure 2.2. Product Specific Visitor Demand Survey Example Page
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Please rank your willingness-to-pay for the following Puerto Plata festival atiractions and activities:

20 A typical Dominican meal of chicken, fish, beefl, or vegetables (please sefect only one)
U Lessthan$2 U $2to %4 U $4to %6 U $610%8 U More than $8

21_A guided tour 1o the Puerto Plata festival that includes fransportation, bilingual guide, food, and drinks?
I Notinterested W $5 10 $10 U $10to $20 U $20 1o $30 1 More than $30

Please circle your level of CONCERN when you consider the following potential reasons not fo affend
the Puerto Plata festival. On the scale of 110 5, “1° = “no concemn” and “5” = “very concemed”™

REASON No Concern ﬁ Very Concerned @ |
22 Safetylsecurity at festival petty crime [ 1 2 3 4 5
23 Quality of food at festival: cleanfiness, fasfe 1 2 3 4 5
24 Cost of travel from resort to Puerto Plata: | 1 2 3 4 5 |
25. Time of travel from resort to Puerto Plata: | 1 2 3 4 5
26 Ease of travel from resort to Puerto Plata: | 1 2 A A 5 |

Question | @ Very Uniikety w—fy Very Likely &
27. Based upon our description of the Puerio Plata
festival, please indicate the likelihood that you

wioilbd attend such an event during your stay in 1 2 3 4 2
the region? (pease circle omly oma)

28 Please list the lop THREE reasons why you | 29_ Please st the tfop THREE reasons why
WOULD atlend the Puerlo Plala festival ? you WOULD NOT atlend the feshival?

30 Have you laken (or plan 1o take)} any local tours dunng your stay in Puerto Plala?
0 Yes O No U Not sure

31.If yes, where did you go on your local lour, and which local lour operator did you hire

lour:
Tour Operator:
32 \What travel-planning information sources did you use to plan your visit to Puerto Plata?
U Web sites: Which? 1 Travel agent
O Pnnt travel guides: Which? O Frnendfamily

4 Magazine: Which?
4 Other: What?

33. Which of the following best describes the degree of planning you made for your tnip to Puerto Plata?
U Activibes were planned for nearly every day
4 Activibes were planned for approximately half of our days
U Activiies were planned for few if any of our days
A This question is not applicable to my np

Please complete other side of survey...thank you!
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Survey Plans

A survey plan defines the overall goals and target markets for the survey, as well as clarifies
basic logistics of administering the survey. The following factors should be considered for any
survey.

Survey Sample Size

The project must consider how many completed surveys are needed to accurately reflect a
sample of the respondents. This varies greatly, but the more surveys, the more accurate it will
reflect the trends and the conditions at the site. Defining this number will also help determine the
number of surveyors and time required. For example:

The survey sample size goal is 200 completed surveys. It is anticipated that to do this, it will re-
quire 3—4 surveyors working for 2—3 days.

Target Respondents

Who is the survey targeting? General surveys may target a broader cross-section of site visi-
tors. In this case, surveyors may work at an airport or some other tourism hub with a variety of
travelers. Or rather, the survey might focus on specific market segments, such as backpackers
who might be found at hostels or Internet cafes. For higher-end clientele, it might high-end re-
sorts and hotels. For example:

The survey targets international visitors, both independent and package, who are staying within
an approximate half-hour drive from downtown Puerto Plata. In particular, the target market in-

cludes clients of all-inclusive resorts and hotels. The survey is in English, and not designed for

domestic residents or domestic tourists.

Survey Locations

Regardless of where the survey is conducted, the survey will generate better results if adminis-
tered at locations where visitors are not so rushed. Airport departure lounges, coffee shops,
tourism information centers, and scenic overlooks are all places where visitors might be willing
to take a few minutes to complete a survey.

If the surveys are being completed in areas of restricted access such as airports, it is important
to meet with facilities managers to explain the survey process and receive official approval.

Survey Method

Will respondents be read the questions by the surveyor who then enters the response or will
respondents simply be handed the survey with basic instructions and asked to return them once
completed?
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Survey Supplies

What supplies are needed to administer surveys? Clipboards? Pens? What else?

Surveyor Appearance

The number and skill sets of surveyors should be defined, such as multi-lingual language skills.
The surveyors’ appearance is also important. Surveyors should be dressed professionally and
appear enthusiastic and welcoming. In addition, they should be easily identifiable as official sur-
veyors with some kind of nametag or other form of identification. Such formality conveys profes-
sionalism to potential respondents, puts them at ease, and increases the likelihood that they will
participate in the survey.

Surveyor Introduction

Surveyors should have a script to introduce themselves and
the surveys. For example:

Official Surveyor

Hello, my name is and | work with the Dominican

Sustainable Tourism Alliance. We are working with the gov- Encuexsador (icial
ernment to identify new tourism products that support local

communities. Would you be willing to take a few minutes to Figure 2.3. Example of an
complete a short two-page tourism survey? official surveyor nametag

Upon completion of the survey, the surveyors should quickly review the survey to make sure
that most (if not all) of the questions were completed, and should end the interaction by saying:

Thank you so much. We appreciate your time.
If anyone ignores or says “no” to the initial introduction of the survey, the surveyors should simp-
ly say “thank you” and move on.
Survey Notes
You may want to include a small area on the survey with space for the surveyor to make notes.
For example, after the surveyor receives a completed survey from a participant it is important

that the surveyor record the date, the location in which the survey was completed (e.g., Hotel
Principe, Puerto Plata Airport), and any additional comments.

Survey Incentives

Although some argue it may affect survey results, the offering of survey incentives can signifi-
cantly increase survey response rates. Incentives are small tokens of appreciation given to any-
one who completes a survey. Potential survey incentives include small souvenirs unigue to the
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survey location (e.g. stickers or postcards from the destination, locally make trinkets, etc.) and
should not be given away until a completed survey is received.

If this method is used, the surveyor should include the following statement at the end of their
initial survey introduction:

And, we would like to offer you this free gift, a (insert incentive here) that we will give you
upon completion of the survey.

Analyzing the Tourism Market: Industry Interviews

Visitor surveys are excellent for measuring consumer demand. Another method to collect data
on trends, expectations, and overall demands of the tourism market at a site is to speak with
travel industry professionals who often have years of experience working with the same market
segments. This step is particularly important for considering “indirect sales” scenarios in which
the tourism enterprise works with intermediaries such as tour operators, travel agents, and ho-
tels to market and sell tourism products.

Much like conducting visitor surveys, an overall strategy to reach out to travel industry experts
should include

e Aninitial interview to better understand the same market forces and overall trends
that they see in the local travel industry. This is also a chance to ask them pointedly
which types of tourism products or services they would like to see the enterprise de-
velop. If those products and services existed, what is the probability that they would
be interesting in selling them? Additional questions can include their clients’ de-
mographics, interests, and willingness-to-pay.

This information aids the next step of product development, in which specific tour concepts, tour
costs and prices, and marketing materials are developed to describe new tour products to po-
tential industry partners such as tour operators. It also provides everything needed for a follow-
up interview.

¢ Follow-up interviews with tour operators present products that have incorporated
their feedback. Share with them the tour sell sheet or description, explain unique
qualities and pricing information. Now, ask for their overall reaction to the product.
What did they like? What would they change? Do they think their clients would buy it
for that price? What additional commissions or cost layers would they need to add to
offer it to their clientele?

Working with Tour Operators

As a tourism enterprise, there exists a wonderful opportunity to develop mutually beneficial
sales partnerships with tour operators. In many places tour operators (and other intermediaries)
form a critical link between tourism products and targeted markets. They can be very powerful
allies if their motivations and interests can be piqued.
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Tour Operator Interests, Motivations, and Expectations

¢ New Product: In general, tour operators lack time and money to invest in product de-
velopment. They are often understaffed and working with razor-thin profit margins that
limit their ability to create new offerings. Therefore, another project’s time and money to
invest in developing tourism products may prove attractive. Coupled with the opportunity
to shape the product, such a tour operator could soon become a very invested sales
partner.

e Most tour operators are motivated by two main factors when considering a potential
product:

o Profit: Many tour operators, especially local and regional ones, prioritize revenue
and profit above all else. Therefore, expect a hard-nosed negotiation on everything
from commissions to payment terms. An enterprise’s financial projections should
guide negotiation when it comes to how much they are willing to sacrifice their own
profit margins to reach agreement with a sales partner. Also beware of tour operators
who are overly willing to sacrifice quality for profit, as they tend to be unprofessional
and challenging with whom to work.

o0 Quality: Many tour operators, especially high-end ones, are interested in the quality
of the visitor experience above all else. Tour operators often package multiple tour
products and destinations together into multi-day itineraries that they then sell to na-
tional and international clients. If a client has a great time for six days out of a seven-
day itinerary yet on that last day has an awful experience, the tour operator knows
that the client will return home with nothing but complaints. Multi-day itineraries are
only as good as their weakest link, so good tour operators demand quality through-
out.

e Effective Communications: Tour operators do not want to work too hard to book a tour
and communicate with a partner tourism enterprise when they are ready to send clients.
Therefore the partner must have well-established reservation and payment systems as
well as phone and email communications in place.

e Legal Considerations: Many larger tour operators may require a partner to carry some
form of liability or business insurance because of the legality of their working with inter-
national wholesalers sending them clients. Therefore, be sure to inquire about legal con-
siderations in working with tour operators during industry interviews.

Summary

Conducting supply-side analysis of potential tourism products and services is an important part
of the tourism site assessment process. Even more critical is the examination of the demand of
direct clients as well as industry representatives. A number of tools can be used to conduct both
supply- and demand-side market analysis, such as stakeholder interviews, surveys, and focus
groups.

By analyzing and combining information collected through these methods, project promoters

gather the information to identify potential tourism products as services, as well as articulate and
justify those opportunities within our business plan.
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Unit 3: Describing the Business

At the end of this unit, participants will be able to understand:

e The structure and information in the introductory section of a business plan, including the
executive summary, need statement, mission statement, vision statement, and business
description.

Introduction

The executive summary is a short synopsis of the sustainable tourism enterprise, product or
service. It provides the reader with highlights of product concepts, target markets, competitive
advantages, marketing strategy, and financial projections. By condensing the various elements
of the plan into one or two pages it reviews the plans and motivates the reader to continue read-
ing.

The executive summary should neither read like an introduction, nor a background statement.
Its purpose is to excite the reader and provide a sound understanding of the proposal, when and
how to accomplish it, and why it matters to them. The reader’s interest may be piqued by the
product concept itself, the compelling nature of the competitive advantage, financial rates of re-
turn, or the concept’s links to poverty alleviation and biodiversity conservation. Whichever, the
executive summary needs to capture this so that the reader delves into the body of the business
plan.

While the executive summary appears at the beginning of the business plan, it should be written
last. Only then can the summary capture salient points and accurately convey the various com-
ponents of the venture.

Site Description

Before launching into the analysis, product opportunity, financials, and the other nuts and bolts
of the business plan, the site description tells the story of the site or enterprise that the plan will
document. The site description relies heavily on the profiling and site assessment information
collected during the initial stages of the project.

The site description entices readers with an interesting location. It should describe the interac-
tions that occur between the location and the proposed products providing a physical context for
the business. The site description should answer questions such as:
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What is the overall attraction or allure of the site?

The physical location of the site and business (ideally with a map)

What has occurred in the location to make it suitable for the business?

Which physical and intangible attributes make the location well suited for the business?

Your site description should draw on highlights of the tourism inventory, showcasing the biodi-
versity, natural attractions, cultural attractions, historic attractions, and recreational activities the
site offers. See the Annex for the Loma Isabel Nature Trail Business Plan’s site description.

BOX 3.1

William Shakespeare was a master of the three-act play, and the basic paradigm that it followed:

Act 1: Set-up
Act 2: Confrontation
Act 3: Resolution

You can follow this same structure to tell your own compelling story through the site description
(set-up), need statement (confrontation), and mission/vision statement (resolution). Here is how:

Act One: The Site Description
Here you set the stage and introduce the protagonist (the site, the community, the business) and
establish the dramatic situation. Cue the handsome knight and white stallion!

Act Two: The Need Statement
The need statement introduces the obstacles and challenges that our protagonist faces. From de-
forestation to lack of sustainable economic alternatives to overfishing, there are plenty of villains to
face. Booooo, hissssss!!!!

Act Three: The Mission/Vision Statement
Our mission and vision statement present strategies and solutions to the obstacles we face and
help save the day! Our hero...

Need Statement

The needs statement defines challenges and obstacles that the business and its products will
face. Some common examples of these needs include:

Economic Needs: Factors that lead to poverty and overall decline of local living conditions.
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Lack of local jobs and revenue

Lack of sustainable economic alternatives

Lack of locally owned and managed tourism enterprises

Economic leakage from existing tourism industry (lack of local tourism product and ser-
vice sourcing)

Invasion of outside forces such as illegal land colonist or corporate forces

Lack of funding for protected areas and conservation activities

Environmental Needs: Factors that impact species, habitat, and biodiversity.

Unsustainable agriculture

Overfishing

lllegal logging

lllegal hunting

Uncontrolled development (tourism, other)

Climate change

Lack of environmental awareness

Lack of local involvement and conservation incentives

Social Needs: Factors that impact cultural heritage and community integrity.

Lack of equitable employment for women, youth, and the physically disabled
Loss of language and cultural values

Lack of education, health, or social services

Migration of populations, particularly youth, away from site to big cities

Now for some example needs statements.

Budget cuts have left the site’s Forestry and Wildlife Division without the resources to ef-
fectively protect and manage the Central Forest Reserve.

Every year farmers clear 30 hectares of the Central Forest Reserve who have little eco-
nomic alternative or incentive to enter into more resource friendly enterprises.

Over the past five years, the population of the site’s only endemic bird has declined by
73%, the result of hunting and habitat destruction.

Over 100,000 tourists visit the site each year, and 73% have expressed an interest in
visiting natural attractions such as forests, waterfalls and coral reefs. The fastest growing
component of the local tourist industry is English-speaking visitors, and surveys have re-
vealed their frustration at the lack of bilingual guides and English-speaking tours to natu-
ral attractions.

See the Loma Isabel Nature Trail Business Plan Need Statement in the Annex.
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Mission Statement

Although conventional organizational mission statements simply tell what an organization does
to achieve its vision, a business plan mission statement should in three or four sentences tell
the story about

Who you are
What you do
How Will You Do It
What you stand for

Who You Are: Is this a social enterprise, a community cooperative, a joint venture? Where is it
located?

What You Do: What is the purpose of the new enterprise? Which products and services will it
offer and to whom?

How Will You Do It: This point mentions the strategies to achieve the mission, such as sales,
marketing, communications, etc.

What You Stand For: This might be to increase, decrease, mitigate, improve, etc. Try to make
the statement specific and results-orientated, rather than simply describing the method.

The mission statement may include a values statement as well. Values are beliefs that the or-
ganization’s members hold in common and put into practice. Values might include commitment
to quality, fair pricing, revenue sharing, etc. In addition to these elements, the mission statement
may define the problem that the enterprise addresses and who ultimately benefits.

Now look at the mission statement for the Dominican Treasures Tourism Network, a network of
sustainable tourism products in the Dominican Republic:

The mission statement of the Dominican Treasures Tourism Network:

To identify, develop, promote, and sell sustainable Dominican tourism products
and services that meet a high standard of quality, social, and environmental crite-
ria to national and international markets through innovative sales and marketing
strategies.

In order to meet its mission, the Dominican Treasures Tourism Network will focus on fol-
lowing a number of key operational objectives. The network will focus on unique natural,
cultural, and community tourism experiences that differentiate the network’s tours from
the DR’s traditional “sun and fun” market, and use the network to promote the Dominican
Republic as a new sustainable tourism destination in the region. In order to achieve this
mission, the Dominican Treasures Tourism Network will:

¢ Package member tours/destinations together into multi-day, niche-specific itiner-
aries to create stronger and more diverse tour offerings.
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o Directly link travelers to cluster and community tourism products, thus reducing
“middle man” costs, resulting in more competitive pricing and higher profit mar-
gins and greater revenue for both the network and its members

¢ Continue to develop and improve member tour products by creating a “network of
learning” through monthly workshops, technical assistance, and sharing best

practices amongst members.

e Provide top-quality, multilingual customer service to potential clients through ef-
fective phone, email, and in-person communications.

Vision Statement

Vision statements are different than mission statements. While a mission statement explains the
main aim or purpose of the enterprise, a vision statement describes where the enterprise wants

to be in the future. The vision statement
should build upon the mission statement,
communicate what the enterprise de-
sires to create, but also provide specific
results that will come from the successful
realization of the mission. And remem-
ber, make your vision statement goals
SMART!

To organize vision milestones look at
major functional areas of the enterprise,
such as operations, marketing, sales,
environmental support, and community
development. Another example from the
Dominican Treasures business plan:

BOX 3.2
SMART Goals
Make Your Not SMART

Goals SMART! | The enterprise will develop a hand-
ful of new tours.

S = Specific

M = Measurable

A = Attainable Is SMART

R = Relevant The enterprise will launch 3 new

T = Timely tours (1 kayaking, 1 hiking, and 1
birding) by the end of June 2012.

Within five years, the Dominican Treasures Tourism Network will become the recognized
leader of sustainable tourism products in the Dominican Republic. Its marketing efforts
will have established the DR as an emerging natural and cultural tourism destination. Di-
rect tour sales will be achieved through innovative and effective online marketing, and
indirect sales will be achieved through a diverse mixture of sales partnerships with both
inbound and outbound travel industry partners. The network will expand both in mem-
bers and products, as well as marketing and technical support it provides those mem-

bers.

In addition, Dominican Treasures will achieve the following milestones in year one of op-

erations:

Operational

e Establish itself as a legal tour company in the Dominican Republic with a staff
that includes an executive director, sales manager, operations manager, and ac-

counting manager

e Establish a sales office in Santo Domingo from which to operate
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e Develop a strong board of directors which provides industry knowledge and busi-
ness development insight into company growth

Marketing

e Launch the website www.dominicantreasures.com and average at least 500
unique new visitors per month by the end of the fiscal year

o Implement a social media strategy that includes Dominican Treasures pages on
Facebook, YouTube, Twitter, and Flickr

o Generate at least 50 positive reviews on TripAdvisor

o Facilitate at least two national publications and one international publication (print
or online media) to write a story about the creation of the Dominican Treasures
Network

Financial
e Recruit 10-15 initial members of the Dominican Treasures Tourism Network
whose products will be promoted and sold
e Develop a sales partnership with at least two international tour operators or
wholesalers who will in turn offer Network products to their outbound markets
e Generate $100,000 in gross revenue, with at least a 25% net profit margin,
enough to cover 100% of annual operational costs

Environmental
e Develop a travel philanthropy program that will recruit guests to become long-
term donors to conservation and social projects
e Develop a carbon offset program in which clients pay an additional fee to offset
their travel carbon emissions (both air and land travel)
e Develop a clear sustainable tourism policy that reduces the environmental impact
of day-to-day tour operations

Business Description

The business description showcases the proposed products and services, the business struc-
ture, as well as management or staffing plan.

Before we get into describing your products and services, let us take a look at the basic prod-
ucts and services visitors expect when visiting a community or destination, as well as some
tourism trends in what motivates visitors when planning their vacation.

Regardless of the type of tourism enterprise, the following needs and guidelines apply to many
tourism endeavors and should be considered when describing your products.

Visitors Need a Place to Sleep

Visitors must have a place to eat and sleep in the community if they are to stay for more than a
few hours. Developing lodging options as part of the enterprise (or packaging products with ex-
isting lodging) creates an “anchor” product that keeps visitors in the destination longer. This ex-
tended stay allows the time and additional visitor needs to sell those visitors other products,
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such as guided tours, food, transportation, and ancillary products such as arts and crafts, mer-
chandise, etc.

In smaller communities, overnight facilities can be lodges, bed and breakfasts, rooming houses,
or even homestays in private homes. Many small and medium tourism enterprises are located in
isolated natural settings that lend themselves to more basic accommodations such as palm-
thatched cabins. Such rustic conditions are fine as long as accommodations are clean and well
managed.

Some unique qualities that visitors to rural, natural settings expect from their accommodations
include:

o Local construction materials: Visitors often prefer locally sourced, sustainably harvested
natural building materials over concrete, aluminum, and steel. Examples include palm-
thatched cabanas, bamboo furniture and wall hangings, and cozy natural fiber hammocks.

e Site selection: Visitors prefer accommodation that are integrated into natural surroundings,
preserve native vegetation, and are not too close to local communities. Examples include
cabins with open terraces overlooking sweeping natural vistas, ecolodges surrounded by
natural habitat full of animal and plant life, and solitude away from the hustle and bustle of
populated areas.

o Design: Environmentally conscious visitors prefer passive and active solar and wind design,
as well as aesthetics that reflect the region’s culture and sense of place. Lodging should
strive for a limited dependency on electrical grids. Examples include sun and shade to heat
and cool, solar panels for basic electrical needs (fans and low-watt lighting), local products
arts and crafts as decorations.

In the Annex, find Rustic Lodging Designs and Best Practices in Lodging Management.

Visitors Like Convenience

Most visitors are used to living in comfortable homes with modern bathrooms. Older visitors may
need more accessible facilities. Cleanliness is, of course, absolutely essential to make the visi-
tors’ experience pleasant. In larger hotels the visitor expects a room with a private bath, while in
smaller lodges and bed and breakfasts, shared bathrooms are often acceptable. In rural areas,
outhouses may be acceptable but must be accessible, clean, and well maintained. Because of
federal and state accessibility regulations, more and more establishments provide rooms, dining
facilities, and restrooms that are handicap accessible. This includes wheelchair ramps and
handrails.

Visitors cannot spend a day touring the community without restrooms. The key to successful
tourism development is to keep visitors happy and comfortable at all times.

Visitors Need a Place to Eat

Restaurants vary from large and elegant to small and homey. In rural locations, visitors are not
surprised to find a more limited selection. Attempt to invite visitors into the culinary experience
by keeping kitchens open and accessible so visitors can see and smell their meals being pre-
pared. Keep in mind, though, open-air kitchens demand even more attention to order and
cleanliness. Visitors travel to communities to experience something new and enjoy a meal with

BUSINESS PLANNING 34



local flavor. Even with this zest for local specialties, visitors still have basic culinary preferences
that need to be considered when developing a menu.

e Healthy: Fresh fruits and vegetables, avoid processed foods, avoid excessive use of oil or
frying or lots of sugar, a balanced menu (vegetables, fruits, grains, meats, etc.)

e Local: Buying local is a huge trend in developed countries and the more that restaurants
source their food locally (and communicate that to clients) the better.

e Organic: Similar to buying local, organic foods produced without pesticides and fertilizers
are highly valued in developed countries. Also food that is fair trade and sustainable.

e Delicious!

Some other important considerations to take into account when offering food services include:

Vegetarian and vegan options

Diversity of meals, particularly if set menus are offered

Training kitchen and wait staff in hygienic food preparation and handling
Best practices in food services management (see annex)

Visitors Like to Shop

Visitors like to shop for crafts, artwork, and souvenirs from areas they visit. Developing ancillary
tourism products such as these not only gives visitors what they seek but also provides addi-
tional revenue for the enterprise. Such products also provide employment for community mem-
bers, particularly those that might not be physically able to work other roles, such as persons
with disabilities and the elderly.

Visitors Need Safe, Reliable Transportation

On any given tour, particularly longer itineraries that visit multiple destinations, visitors may find
themselves spending a lot of time in various forms of transportation going from one place to an-
other. Enterprises should attempt to limit time spent in vehicles and boats, should divide longer
trips into shorter manageable sections, and should also consider some of the following sugges-
tions to improve the visitor experience when traveling by land or water.

Considerations for Land-based Transportation:

e Trips in shuttles and buses are a great opportunity for a guide to interpret landscapes and
communities, or prepare visitors for the destination.

o Drivers should be trained in road safety as well as in visitor expectations when it comes to
driving. Visitors are easily alarmed by dangerous driving practices common in developing
countries such as high speeds and daring passes.

e Most people enjoy music on a long trip, but keep the selection and volume appropriate.

Considerations for Water-based Transportation

o \Water-based transportation — whether by motorized boats or canoe — can be a rare and
enjoyable experience for many visitors. Boats can immerse visitors in natural settings inac-
cessible by land. So embrace that opportunity to show visitors something unique!

e Just as on land, safety is paramount when on water. You should offers life jackets, flotation
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cushions, first aid kits, or whatever other safety equipment is needed.

Even if you have a guide onboard, boat drivers should be instructed to help visitors spot
wildlife as well as how to recognize and encourage a visitor who might want the boat to stop
for a photo opportunity.

See the Annex: for Best Practices in Transportation.

Visitors Need Stuff to Do

Lodging alone is not enough of a reason for travelers to stay in a destination, at least not for
very long. Travelers need interesting things to see and do. As discussed in the previous chap-
ter, attractions can be natural (e.g. wildlife, rainforests), cultural (e.g. music, dance), historical
(e.g. archeological sites, historic buildings), or recreational (e.g. museum, garden).

Regardless of which attractions exist at the destination, how the business packages and pre-
sents those attractions is extremely important and varies tremendously. Look at some basic
needs and visitor trends that could influence product design:

Quality guiding and interpretation: Guides provide an engaging and authentic tourism ex-
perience opportunity for visitors. Local community members typically possess a deep under-
standing of the natural world because they have often lived and worked in that world as
fisherman and farmers, and also know the local culture and history. Although local guides
often require training in areas such as interpretation and communication, the inherent
knowledge local community members possess positions them to be excellent guides. Local
guides also complement university-educated and multilingual “big city” tour guides who often
lack local experience and knowledge.

Celebrate who you are: Visitors are interested in attractions and experiences unique to the
community or destination, from food to cultural traditions passed down generation to genera-
tion. Recognize that these attributes have value to the outside world and should be integrat-
ed into tours!

Desire to connect with nature: Due to increasing urbanization around the world, city
dwellers increasingly desire to experience nature that they no longer have in their daily lives.
Hiking, kayaking, wildlife viewing, snorkeling and SCUBA holidays offer these visitors a
chance to escape from urban environments and busy work lives (SNV, 2009)

Interest in experiential tourism: The UNWTQO'’s “2020 Vision” report ranks experiential
tourism, which favors experiences over amenities, among the sectors expected to grow
most quickly over the next two decades. From cooking classes to learning how to prepare
local meals to helping biologists measure and tag sea turtles, focus on experiences that
cannot be replicated at an amusement park and that highlight unique qualities of the desti-
nation.
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BOX 3.3

The Emergence of Experiential Tourism

In 1999 Pine and Gilmore argued that economies must evolve to compete. At one point econ-
omies moved mostly with raw materials (e.g. raw coffee beans) which got commoditized (that
is, they only compete on price and availability). To compete, businesses added value to create

goods (e.g. roasting those coffee beans and packaging them in bags) which eventually get

commoditized. Then to compete they sell services (e.g. having someone brew that coffee and

put it in a cup for you). The next step, the authors argue, is to sell experiences.

Businesses must orchestrate memorable events for their customers, they argue, and that

memory itself becomes the product — the "experience”. Businesses can charge for the value

of the "transformation" that an experience offers. Pine and Gilmore give examples like Star-

bucks that can charge previously unheard of amounts for coffee because their product isn't
merely coffee (which is a commodity) as much as it is the experience of drinking Starbucks
Coffee in their chic cafés surrounded by their highly orchestrated ambiance of smells and
sounds.

ucts is the search for authenticity. Modern consumers want authentic experiences. Con-
trived experiences based solely around consumption (e.g. shopping, gambling, etc.) and

Demand for authenticity: Another global trend driving growth in sustainable tourism prod-

manufactured or mass produced entertainment are no longer favored by a growing number
of travelers. Instead, they want the real thing and are savvy enough to tell the difference. In
Guatemala, for example, tour operators used to pay people of Mayan descent to put on a
cultural show that might demonstrate a romanticized mock religious ceremony. Today, how-
ever, tour operators are seeking permission from real Mayan priests to allow clients to at-
tend and observe authentic ceremonies when and where they normally occur. Similarly,
tourism demand for interactions with captive animals has diminished sharply as tourists seek
the authentic experience of witnessing wild animals in their natural habitat.

Fulfillment and exploration: Visitors are engaged by experiences that provide an oppor-
tunity for personal growth and fulfillment. Whether that is intellectual growth delivered
through an experience that is educational and enlightening, or a physical activity that gives
the visitors a sense of personal accomplishment.

Active adventure: Visitors, particularly younger market segments but including increasing
numbers of Baby Boomers, seek experiences that provide excitement and some degree of
risk-taking. Visitors also place a premium on safety, and enterprises that go beyond soft ad-
venture (trekking, camping) into more hard adventure (rafting, mountain biking) need proper
training not only in leading those tours but also in first aid, wilderness responding, emergen-
cy planning, and other disciplines to ensure client safety.

Define Products and Services
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Having given the reader an overview of the enterprise, its mission and vision, the plan must now
provide an overview of the product line and services. This section should stress the most attrac-
tive and differentiating qualities about the products and services.

How this information is presented is somewhat dependant on the products and services them-
selves. A few examples follow.

Lodging: Include an overall summary of the property including number and type of rooms, inte-
rior design, bathroom facilities (private or shared), and additional room features such as terrac-
es or lounging areas. Additional features of the facility overall should be described such as the
reception area, meeting areas, common areas (pools, decks, overlooks, etc.), paths and sign-
age, site vegetation and topography. Describe the materials used in construction and, if possi-
ble, include architectural plans or designs.

See sample lodging design plans in the Annex.

Restaurants: Describe the overall layout and ambiance, seating capacity, and once again ar-
chitectural plans or designs if they exist. Describe the culinary theme or vision and maybe a few
featured dishes.

See sample restaurant design plans in the Annex.

Tours: Provide an overview of the tour experience, highlighting attractions and activities that will
be a part of the tour. The narrative might include a “tour at a glance” description that includes
timing and a short summary of the major tour parts (e.g., 10 am depart trailhead with interpretive
guide, 12 pm arrive to waterfall for swimming, 1-2 pm picnic boxed lunch at base of waterfall...).
Once again, pictures are worth a thousand words, so include images of the main attractions.

See products and services in the Loma Island Nature Trail Business Plan in the Annex.

Business Structure

There is no one business structure that fits everyone’s needs, which is why you should thor-
oughly research the various options to choose the best structure. Stakeholders should under-
stand all available options and distinguish the advantages and disadvantages of them. Some
important factors are the desired management structure, how many partners and their roles, the
division and use of profits, organization registration, and legal advantages and limitation of each
business structure option.

It is important to note that legal aspects of business structures (regulations and requirements,
process and costs to register, etc.) are different depending on the country in which the enter-
prise exists. Therefore, extensive research is required to determine which structure best fits the
enterprise’s needs. Consider then some general descriptions of various business structures that
often apply to small and medium tourism enterprises.

Private company — sole proprietor: When one individual is the sole business owner, deci-
sion-making is easier; however, it may not be the best choice for community businesses that
strive to involve many local actors. This also means that the business’s assets and the owner’s
assets are the same. This is the easiest business to set up and dissolve, yet also carries the
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highest risk for the owner and may also be difficult to raise development or foundation funding
for investment.

Partnerships: This is similar in many ways to a sole proprietorship except that it involves more
than one owner. Therefore, rules need to be established for how partners can be bought out
and how new partners can enter the business.

Limited Liability Corporation (LLC): This structure is favorable to small businesses because
an LLC resembles a corporation in limiting personal liability from losses and profits. There can
be more than one owner and can be limited to its members (there does not need to be stock-
holders). The formation of an LLC is more complicated than a sole proprietorship or partnership
and profits are often taxed at corporate rates.

Cooperative: A cooperative business is owned by the members. It is a structure in which deci-
sion-making and ownership power rest in the hands of members and an executive board. The
purpose of this business is to benefit its members. Due to its participatory nature, cooperative
decision-making can be slower, whether good or bad.

Non-profit organization: A non-profit organization is set up not for financial gains to be divided
among shareholders or owners, but to work toward a socially beneficial goal. These organiza-
tions may still generate a profit and operate at a surplus however all surpluses must be rein-
vested in the organization. While incorporating a not-for-profit organization may come with cer-
tain benefits (tax exemption, legal protections, financial protections, legal recognition for fund
solicitations, labor law exemptions, etc.) it also comes with certain obligations that may be simi-
lar to incorporating an LLC or a corporation.

Associations: Associations are not a business structure; instead they are a group structure that
may choose to form a business. Associations form around groups that have a common purpose.
This may be geographic (“we all live in same village”), profession (“we are all farmers”), or any-
thing else (mothers, artisans, environmentalists, community activism, school alumni, etc.). An
association typically motivates people to act with the group or independently to promote similar
interests. Associations normally do not pay members and on the contrary they may require
members to pay a membership fee. Often associations may not be legally recognized organiza-
tions. However there are steps associations can take to become legally recognized and there-
fore be able to open bank accounts and legally solicit funding.

These are key questions when deciding how to form a company.

¢ What are the overall goals of the business not only financially, but also socially or envi-
ronmentally?

How should decisions be made within the business and who should be involved?
Should investors be shareholders in the business?

Who should maintain control of the business if investors are involved?

What are tax benefits and liabilities for a particular structure?

What are some of the risks?

What are the legal restrictions or requirements on the types of business entities that can
legally sell and operate tourism products in the country? How about in the protected are-
as where the business might work?
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Once the structure has been chosen, the following details should appear in this section of the
business plan:

e An explanation or description of the business
structure including parties involved, legal and finan-
cial implications (especially advantages) of the chosen
business structure, and why this structure best fits the
enterprise’s needs.

e Narrative or graphic description of the business
hierarchy that explains how the enterprise will be
structured. For example, if there will be a board of di-
rectors, president, general manager, and functional
areas of the enterprise (such as sales, operations, ac-
counting, etc.).

o Brief description of roles and responsibilities of
the management team

e Profit sharing structure

See the business structure for the Loma Isabel Nature Trail
and Dominican Treasures business plans in the Annex.

Figure 3.1. Sample Coopera-
Su mma ry tive Business Structure

The introduction and business description encompasses a broad range of background and stra-
tegic information. It must communicate effectively because if the business plan loses the inter-
ests of investors here, they may not even make it to the more detailed analysis to follow. In fact,
they would not need to.
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Unit 4: Analyzing the Market

At the end of this unit, participants will be able to:

e Understand what international, national, and local market forces should be analyzed in
the market analysis

e Gather and analyze data collected via research, surveys, interviews, and other sources
to define and document this information

¢ Document changes and trends in the market that impact and support their proposed en-
terprise and product concepts.

Market Analysis

Many business plan experts argue that the market analysis is the most important section of the
business plan. Only within the market analysis can a business demonstrate that a consumer
landscape motivated to purchase its tourism products and services actually exists. If the market
analysis does not convincingly prove this demand with documented facts and figures, then in-
vestors will not believe that projected sales and revenues have any real basis.

Much of the information needed to write the market analysis section should already be available
from the background work you did in Unit 2. These results of international tourism data (e.g.
UNWTO “Barometer” report), national tourism data (e.g. statistics provided by the Ministry of
Tourism), and local tourism data gathered through visitor demand surveys and interviews with
local industry representatives are critical.

The market analysis then communicates convincing statistics, trends, and other travel industry
data that justify the proposed products and services.

Define the Overall Market

Begin this section by defining the overall tourism market. What is the size of the industry In
terms of consumers, arrivals, total revenue, and market segments? The section can define the
demographics and visitation characteristics of target markets (how long are they staying, how
much are they paying on average, where are they coming from, what is their income and educa-
tion level?). Start at the global level and then narrow to the local situation at the site. Cite
sources and use those most recent.

Consider this example from the Dominican Treasures business plan:
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Global Tourism

According to United Nations World Tourism Organization (UNWTO) the current increase
in international tourist arrivals is projected to be around 4%, much in line with the forecast
long-term annual growth rate of 4.1% through 2020. In 2004, ecotourism/nature tourism
was growing globally three times faster than the tourism industry as a whole.

Regional Tourism

The Caribbean boasts 19.5 million tourists annually. In the 2008 UNTWO Barometer Re-
port, the Caribbean was the only sub-region in the world to show a growth in tourism,
which was at a modest 1%, but nonetheless the most successful and resilient of all sub-
regions.

National Tourism

In 2009, 3.9 million tourists arrived to the DR. The DR itself grew at +0.7%, and the coun-
try continues to see growth even with the effects of the slowing global economy. Visitors
to the DR primarily arrive from Europe (Spain, Germany, France), the United States, and
Canada. According to the DR Ministry of Tourism, the average length of stay is eight days
and the average amount each visitor spends on incidentals including tours and handicraft
purchases is $260. This figure excludes spending on meals and refreshments that were
analysed separately.

Tourism generates over $3 billion in the DR. As an industry, tourism counts for 25% of
the DR’s GDP, employs 500,000 people, and makes up 50% of exports.

Define Trends and Changes in the Market

This section highlights market trends. For example, trends in visitor arrivals over time, trends in
average expenditures, and trends in market segments. These changes can have great influence
over product profitability. For example, if the enterprise’s first product is tours to German-
speaking visitors then it is imperative to know not only how large this market segment is, but al-
so how it is trending. If statistics were to show a downward trend in arrivals from Germany then
focusing on this segment is probably unwise.

Graphs are an excellent tool to illustrate market trends. Graphs make it easier for the reader to
scan data and will make the business plan more attractive.

The following page features a number of graphs that illustrate different types of tourism trends,
all of which can easily be produced in Excel or Word.
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Figure 4.1. Visitation Trends. In these graphs show increasing trends in tourism ex-
penditures and arrivals, which make a strong case for the development of tourism prod-
ucts and enterprises in general.
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Figure 4.2. Market Segment Trends. This graph compares the size and potential of one market
segment versus another. In this case, the author recognizes the higher annual growth rate of
sustainable tourism over tourism in general and the “sun and fun” market segment.

Visitation to Las Marias by Tour Operators
40 O Garifuna Tours
35 A
30
0 25 4 B Omega Tours
£ 20 4
(2]
S 15 A O Other
10 +
5 7 O MesoAmerican
0 Tours
S L N} ) & & B La Moskitia
Q\& @fb& N w» N\ & Ecoawenturas
0 Q@ @Q
Cl

Figure 4.3. Local Industry Trends. This graph analyzes which tour operators come to an enter-
prise’s location, as well as the seasonality of their operations. Such data might justify a certain
sales and marketing strategy (e.g. indirect sales through the leading tour operators) as well as
justify the business plan’s financial projections (e.g., total revenue, seasonality of revenue, etc.).
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Figure 4.4. Target Market Trends. This graph shows the size of a target market. In this case, the
business plan has identified that one of the enterprise’s target markets is nature tourists from
North America and Europe who are Gen Xers and visiting the north coast region (where the en-

terorise is located).

Using market research to extrapolate numbers, the author shows that the total number of inter-
national tourism arrivals was 672,000 Pax. Sixty percent of those arrivals flew directly to the
North Coast airport, for a total of 403,000 pax. Forty-one percent of those arrivals were Gen
Xers, for a total of 165,000 pax. Thirty-seven percent of those Gen Xers were North American or
European, for a total of 61,000 pax. And finally, 35% of those in that group classified themselves
as “nature tourists,” for a final total of 21,000 pax. Therefore, the target market segment is

21,000 pax, useful for financial projections.

Now look at narrative text that might articulate the market analysis:

Data from the Ministry of Tourism and the Tourist Board indicate that overall visitor
numbers are increasing with an average annual growth rate of 15%. Tourist arrivals from
Germany are the segment increasing at the fastest pace due to newly established daily
routes operated by Condor from Cologne.

Over the past decade, the percentage of German arrivals has increased dramatically. In
2005 it comprised 16% of all arrivals; today Germans represent almost 35%. There have
been declines in the numbers originating from the UK and more modestly from the USA
and Canada. These changes can be attributed in part to aggressive marketing in Ger-
many and recessions in other key markets.

In addition to macro travel industry data and trends, the market analysis section reports more
site-specific results of the visitor demand survey (Table 4.1).
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Table 4.1. Information Needs and Sources for the Market Analysis

Information Needs

Information Source

Market e National tourism statistics, trends, and pro-
Analysis — files (arrivals, length of stay, daily expendi-
International tures, occupancy rates, seasonality, country
and national of origin, projected trends)

e Supply chain analysis/overall tourism indus-
try structure in the country (e.g., all inclusive
model vs. FIT market)

e Interests

0 Attractions/activities

o0 Lodging
0 Transportation
o Food

e Willingness to pay
o Attractions/activities

Existing tourism reports
UNWTO Barometer

The International Ecotourism
Society (TIES) Fact Sheet
Google/KAYAK search term
trends/data
(www.kayak.com/trends)
National tourism ministry web-
site/reports

Private sector interview (tour
operators, travel agents)
Research institutions (university
programs, trade associations)

origin, projected trends)

e Sales structures in region/how to reach tour-
ists including communication abilities and re-
lationship between lodging, transport, activi-
ty and souvenir providers

e Interests
o Attractions and activities
o Lodging
0 Transportation
o Food

e Willingness to pay
0 Attractions and activities
o0 Lodging
0 Transportation
o Food

o Lodging
0 Transportation
o Food
Market e Local tourism statistics, trends, and profiles Visitor surveys
Analysis — (arrivals, length of stay, daily expenditures, Focus groups
Local occupancy rates, seasonality, country of Interviews with local tourism

reps (tour operators and travel
agents)

Observe basic infrastructure of
the area (phone connectivity, in-
ternet, language, roads, trans-
portation, lodging)

Define Market Segments

Having presented the overall tourism market and trends, the plan must now present specific
market segments for the tourism products and services. Since the market analysis has identified
markets with the greatest potential, choosing the most apt segments for products should be rel-

atively easy.

The presentation of target market segments should include at least the following:

Description: A short description summarizes the demographics and other characteristics of

a particular market segment.
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Examples: Where possible, provide specific examples of that target market. For example, if
inbound (domestic) tour operators are the target, then list the names of specific tour compa-
nies.

Key drivers: Drivers are conditions or needs that motivate a market segment to buy a prod-
uct. For example, price may be the key driver for budget-conscious backpackers. For pa-
trons of five-star resorts, comfort and convenience might be their drivers.

Potential products: Finally, list whichever products in which this particular market segment
might be most interested and willing to purchase. By doing so, the reader develops an over-
all idea of which products appeal to which segments. This information helps us to predict
demand and revenue figures in the financial projections.

Now, take a look at how target market segments were represented in the Dominican Treasures
business plan. In this case, the business plan divided the market segments. First, there are di-
rect target market segments, or “business to client” (B2C), in which the client buys directly from
the enterprise. Second, there are the indirect target market segments, or “business to business”
(B2B), in which an intermediary sales partner such as an international tour operator is the target
client.

Table 4.2. Direct and Indirect Target Market Segments (B2C)

Direct: Inbound Free and Independent Travelers (FITS)
Segment Description Examples

e US (particularly the east coast)

A primary reason to create the Dominican Treasures e Canada
Tourism Network was to establish an inbound tour opera- o  Europe (particularly Spain,
tor known for sustainable tourism products — rather than Germany, and France)

sun and fun all inclusive. North American and European Kev Drivers/Motivators

travelers are increasingly comfortable planning their own 1 Pri
vacations. These travelers are likely to book their tours 2' U”Fe
months prior to arrival, but will also take advantage of -_CNiqueness

cost savings from last-minute online promotions. Interna-  MaeltElEIRE TG

tional FITs are also likely to book a trip as a couple or join e La Caleta National Park
a predetermined “scheduled departure” that fits their e Loma Isabel
schedule. e Calle 30

Direct: Domestic Residents

Segment Description

Domestic residents, particularly those from major metro- e Santo Domingo residents
politan areas such as Santo Domingo and Santiago, rep- e Santiago residents

resent a growing market segment for sustainable tourism [T VTS

products. Many middle- and upper-class Dominicans 1 Price
have second homes in the mountains or at the beach, or > Convenience

take advantage of their country’s natural resources on il
weekends and holidays. Potential Products
e Sonido del Yaque Ecolodge

e Aguas Blancas waterfall

Direct: International Special Interest “ Affinity” Travel Groups

Segment Description
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Special interest groups are ideal for the Network’s activi- e  Birdwatching groups
ty-specific multi-day package tours. Due to their laser-like e Hiking/trekking clubs
interest in a particular experience, affinity travel groups Kev Drivers/Motivators
can be highly labor intensive. But due to their potential . .

) ) ; 1. Quality/Service
high numbers, they can also be very profitable, especially 2. Uniqueness

if there is a chance for repeat business. ,
Potential Products

e 7-day bird watching package
e 6-day trekking package

Indirect: International Outbound Tour Operators

Segment Description SETIES

Most international tour operators create and sell theirown e GAP Adventures

travel programs. The Dominican Treasures Tourism Net- e Colonial Tour & Travel

work will need to build its reputation and expertise in creat- ¢« TAUCK Travel

ing unique packages to attract this market. In addition to
unique products, advantages that the Network might be 1. Quality/Service

able to offer international tour operators includes compre- 2' Safet y

hensive packages with all required services (tours, : _ y
transport, lodging) as well as more competitive pricing due
to fewer cost layers between clients and service providers. e Multi-day, multi-destination
Partnerships may require full coverage insurance policies. tour packages

Many tour operators also will be direct or indirect competi-

tors.

Indirect: Domestic Inbound Tour Operators, Travel Agents, and Travel Companies

Segment Description SETES

e Martsam Travel
The Network will dedicate itself not only to directly promote ¢ DR Association of Travel
and sell the Dominican Treasures-branded products, but Agents
also to facilitate their sale through other sales channels as ¢ Dpominican Adventure Co.
well, including inbound (domestic) tour operators, ho-
tels/resorts, and other travel companies in the DR. The :
Network will accomplish this by providing sales training L Pies
and promotional materials to these sales partners on Net- 2. Convenience

work products, as well as by facilitating communications Potential Products

and operations between the sales partners and the Net- ¢ Individual network member
work’s products. destinations/products
Summary

The market analysis section of your business plan requires considerable research into travel
trends and statistics at the local, national, and international levels. But by doing a thorough mar-
ket analysis, you enjoy invaluable data that helps to determine not only which tourism products
and services should be sold, but also the market segments that should be targeted for those
products.
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Unit 5: Assessing the Competition

At the end of this unit, participants will be able to understand:

e How to analyze competition
¢ How to conduct a Porter’s Five Forces Analysis
o Competitive advantages in the marketplace

Competition Analysis

The next section identifies those businesses that are or could become main competitors. A re-
view of competitors will help the reader to understand who else offers similar products, what
they sell, and what differentiates your products from theirs.

Ultimately, all this information should help to identify any competitive advantages that your en-
terprise and products hold over the competition. That competitive advantage information in turn
provides important input and a foundation upon which to develop sales and marketing strate-
gies.

While describing global competitors adds some context, the focus should be on local competi-
tors. Likely the small or medium tourism enterprise desires to carve out a piece of the local mar-
ket rather than compete directly against other sites internationally. Therefore, this unit will focus
on local competition analysis.

Define the Competition

Competitors are people and businesses that offer similar products and services and seek the
same markets. These entities compete directly with your product.

Research the Competition

There are lots of ways you can collect data on your competitors. Start with the competitors’
marketing materials (websites, brochures, etc.) to get the basic product and pricing information.
If necessary, print travel guides and other Internet travel sites also provide a wealth of infor-
mation about your competitors.

For more in-depth information, such as quality and professionalism, then there is no better way
to evaluate than for you to experience the tour yourself. Alternatively you could petition a friend
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or colleague to do it. The value of having someone else undertake this assignment is that that
person can later objectively assess your product and compare it to the competition.

Since a competitor’s tour will cost money, and there may be many similar products, you may
have to narrow down how many can be experienced. Select those that appear to compete most
directly with the proposed product. The money will be well spent!

Assess the Competition

Next develop a competition chart that outlines what will be assessed and the metrics for how to
assess it. These factors or indicators might differ slightly based on the product or service, but
the following are almost always worth assessing.

e Products and services (What is being sold?)

e Pricing (How much does it cost?)

e Product quality, including guided tours, food services, lodging, transportation, etc. (How
good is the product?)

e Customer service (How well is it run? How qualified are the staff?)

e Cultural authenticity (Are local communities involved? Is the cultural exchange authen-
tic?)

e Natural attractions (wildlife, habitat, landscapes, etc.)

Community and conservation support (Does the enterprise support social and environ-

mental efforts?)

Marketing efficacy (How good is their marketing?)

Sales efficacy (How good is their sales structure, process, and staff?)

Target markets (Who are they selling to?)

Marketing methods (What are their main strategies for marketing and promotion?)

Overall strengths

Overall weaknesses

For some of these factors, you might just fill in the blank (pricing information, target markets,
etc.). For others, you might rate that factor (product quality, customer service, etc.) on some
kind of numeric scale (for example, 1 to 5). The best way to ensure that you apply the same
scale to all of your competitors is to simply have one person conduct the entire competition
analysis. But if there is more than one person in this process, all members of the assessment
team should agree upon what constitutes each numeric score.

Next, create the table and begin entering your competition analysis data. The following page
shows an example of a competition chart. The chart serves to organize your competition data
and rank competitors, but should also be included in the appendix of the business plan.

For the actual business plan, write a brief but critical analysis of each competitor. Outline their
products and pricing, strengths and weaknesses. And be sure to include any solutions or strate-
gies to address threats that they may pose. An example of this narrative summary of competi-
tors can be seen in the Loma Isabel Nature Trail business plan example in the Annex.
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Proposed Enterprise Competitor 1 Competitor 2

Name Loma Isabel Yasika Zip Line Le Demajagua Waterfalls
Nature Trail
Years Operating | 0 5 20

Beautiful setting and fun

Overall Professional tours, but not tour. but poorly trained
Company To be determined very professional at market- . poorly tr: .
. ; guides that put clients in
Reputation ing and sales d L
angerous situations
Products Hiking tours Zip line tours Waterfall/hiking tours
Pricing $30-$50 per pax $75 per pax $ 45-$90 per pax

e Close proximity to
Puerto Plata

national operators
e High-profit margins

e Resort guests e Resort guests
Target Markets e FITs e International tour opera- | ¢ Resort guests
e Local residents tors e FITs
e School groups e FITs
. Website
. Print promotion
Promotion (posters, rack . Website . Website
Methods cards, brochures) | e Billboards e Billboard
e  Tour catalogues e Brochures
Travel guides
Online marketing
e Low prices . Onl'y zip line tour in the
lity quides and region e Well known product
Overall ¢ _Qual y gul e Strong sales partners (20 years)
Strengths Interpretation with local resorts, inter- e Beautiful scenery

Fun tour

Overall Weak-
nesses

e New product

5 (highly trained guides

e Not close to Puerto Pla-
ta (45 minutes away)

e Too expensive for do-
mestic market (local res-
idents)

Dangerous

Very crowded

No interpretation,
weak guides

RANKINGS (1to 5, 1 = lowest, 5 = highest)

Transportation

conditioning)

ditioned vans)

Tours with excellent tour con- | 5 (great guides & tour) 2 (weak guides)
tent)

Food 4' (excellent local cui- 2 (terrible boxed lunches) 5 (excellent new restau-
sine) rant)

Lodging N/A N/A N/A
3 (older van, but had air | 5 (very nice and new air con- | N/A (visitors arrive on their

own)

Table 5.1 Competition Chart
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Customer Ser-
vice

4 (all staff have been
trained in customer
service)

4

Cultural Authen-
ticity

5 (community owned
and operated)

1 (no mention of local culture
at all)

3 (most guides are local)

Natural Attrac-
tions

5 (Loma Isabel park,
nature, nature trails,
beautiful vistas, some
wildlife)

2 (zip line built in an open
field, no nature)

5 (great birds, beautiful
scenery)

Community/
Conservation

5 (contributing $7K to
conservation and com-
munity projects in first

2 (most employees are local,
but no other community sup-

5 (locally owned and man-
aged, some profits support

Support two years of opera- port) comm. water project)
tions)
Marketin 4 (great website, great | 3 (good brand, but limited 3 (bad website, but well
9 brand) marketing efforts) known brand)
Sales 3 (sales staff don't 5 (very easy to buy tours in 5 (very easy to book/buy)

speak English)

resorts)

Average Score

4.2

3.2

4

Porter’s Five Forces Analysis

Porter's Five Forces is a framework for industry analysis and business strategy development
formed by Michael E. Porter of Harvard Business School in 1980. It draws upon Industrial Or-
ganization (10) economics to derive Five Forces that determine the competitive intensity and
therefore attractiveness of a market. Attractiveness in this context refers to the overall industry
profitability. Porter referred to these forces as the “micro environment,” to contrast it with the
more general term macro environment. They consist of those forces close to a company that
affect its ability to serve its customers and make a profit.

Competition and competitive advantage are tied to the relative power of not only competitors,

but also buyers and suppliers. Therefore, Porter's Five Forces includes three external sources:
threat of substitute products, the threat of established rivals, and the threat of new entrants; and
two forces from internal sources: the bargaining power of suppliers and the bargaining power of
customers (Porter, 1980).

Table 5.2. Porter’s Five Forces Analysis

Porter’s Five Forces Analysis
The threat of established rivals

The threat of new entrants

The bargaining power of suppliers

The bargaining power of buyers (customers)
The threat of substitute products and services

agrpwONE

Table 5.3. Rating the Forces

Force Force Force
Strength Effect Result
Strong Threat Lower profits
Weak Opportunity Higher profits
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The analysis rates the factors on strength or power. The relative power of each force, and the
forces acting together, influence the success of an enterprise in a number of ways. But in gen-
eral, it is important to remember two things in regards to these forces:

e The stronger a force, the more it limits an enterprise’s ability to set prices. Strong forces
tend to be threats because they reduce profits.

e The weaker a force, the more it allows an enterprise to set prices. Weak forces tend to
be opportunities because they give an enterprise a chance to earn greater profits.

Understanding the relative strength of the Five Forces impact helps the enterprise become more
competitive. As always in the business planning process, the insights generated by Porter’s Five
Forces Analysis may require that modifications be made to products and the overall business
model.

The following section explores factors that affect each of the Five Forces, questions and meth-
ods to collect the data, and how to incorporate results into the business plan.

Force #1: The Threat of Established Rivals

Rivalry between competitors is the strongest of the Five Forces. The strength, and therefore the
threat, of this force increases with:

Industry maturity

Number and size of competitors
Low buyer switching costs*
High exit barriers

High fixed costs

Overcapacity in industry

Most data necessary to evaluate this force already exists in the competition chart. Some addi-
tional considerations include:

e A larger number of similar businesses increase rivalry, because more firms must com-
pete for the same customers.

e Slow growth causes firms to fight for market share. In a growing market, firms are able to
improve revenues simply because of the expanding market. (Check with the tourist
board or ministry of tourism to see if it has data on year-by-year changes in tourism arri-
vals and on tourist preferences when it comes to tour itineraries and purchases. Is the
site in a slow-growth, no-growth, or expanding market?)

e High fixed costs result in an economy of scale that increases rivalry. When total costs
are mostly fixed costs, the business must produce near capacity to maintain profitability.

¢ Low switching costs increase rivalry. When a customer can freely switch from one prod-
uct (or tour) to another, there is a greater struggle to capture and retain customers.

e Low levels of product differentiation are associated with higher levels of rivalry. This is
the commaditization effect described by Pine and Gilmore in the previous unit.

! Switching costs is the cost that a customer absorbs when switching from one product to another. For example, switching sham-
poo costs little to the consumer but a company switching its payroll system will incur much higher switching costs because it
might have to buy new software and re-train its human resources department.
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Strategic stakes are high when a firm is losing market position or has the potential for
great gains. This intensifies rivalry.

High exit barriers place a high cost on abandoning the product. High exit barriers cause
a firm to remain in an industry, even when the venture is not profitable. An example of
this is a tour operator who has invested heavily in equipment and infrastructure such as
a zip line is less likely to walk away from that business (and investment) if things slow
down.

Industry shakeout: A growing market and the potential for high profits induce new firms
to enter a market and incumbent firms to increase production. A point is reached in
which the industry becomes crowded with competitors and demand cannot support the
new entrants. The industry may become crowded if its growth rate slows and the market
becomes saturated, creating a situation of excess capacity with too many goods chasing
too few buyers. A shakeout ensues, with intense competition, price wars, and company
failures.

For your business plan, include a brief, critical analysis of the threat of established rivals, as well
as any solutions or strategies to address the threat.

Force #2: Threat of New Entrants

A new entrant is someone or some enterprise that wants to enter an existing market. This
force considers the threat that new firms will enter the industry, and is higher when entry barri-
ers are low or when a newcomer can expect to reap significant early profits.

Barriers to entry increase with:

Industry patents and proprietary product differentiation
Importance of brand identity

High switching costs

High capital investment

Difficult access to distribution channels

More government regulations

Strong retaliation from incumbent companies

Some questions to ask in analyzing this force:

Is it easy or hard for you to enter the market?

Will it be easy for other businesses to enter the market in the future?

If a business starts to make money, will it attract new entrants?

Does it require a lot of money to enter this market?

Does it require political or social influence to enter?

Does it require special skills to enter or could any businessperson in general enter?

Opportunities may exist within certain enterprise sectors to raise entry barriers. In tour guiding,
for example, certain guiding services may require specialized training and language skills,
thereby raising the bar for new entrants. Likewise, a government-imposed guiding certification in
the future also may raise barriers to entry.
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For your business plan, write a brief, critical analysis of factors that contribute to the threat of
new entrants, as well as any solutions or strategies to address those threats.

Force #3: Power of Suppliers

Suppliers comprise all sources for inputs needed to provide goods and services. In the tourism
industry, this includes all service providers and suppliers that contribute something that allows a
company to offer tour products. Examples include transportation companies (e.g. hiring a shuttle
for a tour), food vendors (e.g. produce suppliers, catering companies), and hotels or other lodg-
ing used during a tour.

For suppliers, we want to know the following:

Are or will you be the sole customer to any suppliers?

Which suppliers also service your competitors?

Do they charge similar rates?

How is the quality of service of your supplier?

Can the business provide the suppliers’ service itself?

Do you or the supplier set the price?

How important are your suppliers to the business in order to operate?

Your business will enjoy an advantage if suppliers are relatively small and unorganized. Suppli-
ers gain power in the following cases:

e When it is difficult for buyers to switch to competing suppliers, or there are no substitutes
for a particular input.

e When suppliers are large relative to buyers

¢ When switching costs from one supplier to another are high

e When they pose a credible threat of integrating forward and taking over the buyer’s func-
tions (for example, a transportation company may decide to sell not just transportation
options but the tour itself, thus becoming a new competitor)

Many small tourism enterprises require some form of transportation to run their tours, whether
hiring a shuttle for a multi-day itinerary or just picking up clients from the airport. Yet few of the-
se same small enterprises have the money to buy their own vehicles, boats, and other transpor-
tation needs. Therefore, they often depend on other companies to provide them transportation
services. The cost of transportation is by far the highest direct cost that many tours include, and
therefore high transportation costs cause tour prices to increase or enterprise profit margins to
decrease (both bad situations).

This dependency (and vulnerability) on transportation providers can be a real threat to small
tourism enterprises. Yet many small tourism enterprises find that the additional costs of main-
taining, insuring, and repairing their own vehicles is more expensive than simply subcontracting
a transportation company. Determining which scenario is best comes down to an analysis of
these comparable costs and the financial resources available.

Tourism Tip: Tourism Networks

The formation of tourism networks or clusters, as well as membership in industry associations
such as a national tour operators association, can significantly increase your power over your
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suppliers. This is because the collective power (in purchasing, in negotiations) as an organized
group of buyers is greater that as individual businesses.

Supplier Power in Isolated and Rural Areas

Many small tourism enterprises exist in rural areas and isolated parks far from cities that offer a
multitude of suppliers. The advantages of this situation is that most suppliers are likely to be
small businesses and relatively unorganized. These are two factors that reduce supplier power
and create opportunities for your enterprise to negotiate better prices. Yet such isolated settings
may also require that supplies (e.g. food, gas, and equipment) are brought in by truck or plane
that always increases costs of those products. The choice of suppliers in such areas might also
be extremely limited. Both of these forces increase supplier power and the cost of the products
and services they provide. Once again, these are two contradictory forces that affect the power
of your suppliers.

In order to assess the force of supplier power, make a simple supplier chart of current and po-
tential suppliers, and consider the above factors. Include the chart in the business plan appen-
dix. See example below:

Table 5.3. Supplier Assessment

Service Supplier Assessment
Ronny’s Shuttles They do not offer exclusivity, and furthermore give a better rate
Transportation _ _ to some of our competitors. _ _ _
Aquila Van Lines Smaller company, older vehicles, but might be willing to reduce
rate if we guarantee a certain volume each year.
Dona Elma’s Our tours are nearly 100% of her business, and there are a
Food Kitchen number of other small food providers who could offer the same
service.

Force #4: Buyer Power

Buyers in the tourism industry include both direct and indirect buyers. Direct buyers are travel-
ers and tourists who buy directly from the enterprise whether by phone, email, or as a walk-in
client your office. Indirect buyers are other companies and travel representatives that act as in-
termediaries and facilitate the sale of your product to the client. In many places, small tourism
enterprises depend on these indirect buyers that include inbound (domestic) tour operators and
outbound (international) tour operators, hotels and resorts, cruise ships, and travel agents. The-
se indirect buyers may either purchase the product and resell it to travelers (often packaging it
with other products in the process) or these buyers may be marketing and sales partners that
provide an additional channel for you to reach more clients.

Direct buyers, in this case individual clients or groups, exert varying levels of buying power. But
indirect buyers (such as tour operators) may exert great influence and hold the key for certain
businesses to access large numbers of potential clients.
Buyer power increases (a threat to your enterprise) in the following cases:

e When buyers are large (or buy in large volumes) relative to the seller. This occurs if a

company sells craft items to a supermarket or large store, or block-booked tours to a
wholesaler or large tour operator.
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o When it is easy for buyers to switch to another supplier. Free and independent travelers
(FITs) normally have more power here because that switch might be easy and no cost to
them. But partnerships with larger, more-organized tour companies often involve con-
tracts that may be more difficult to get out of. This is also the case when large tour oper-
ators have set departures/itineraries that may be difficult to change.

o When buyers can integrate backward and assume the role of supplier (directly compet-
ing with the business). For example, an inbound tour operator may buy a tour from a
small enterprise as a part of the larger itinerary, but over time realizes it can provide the
same product itself at lower cost and higher profit.

o \When the buyer knows the production costs of the product.

o When the product is undifferentiated and can easily be replaced by substitutes. This may
well be the case if a business sells a tour similar in price and experience to a competi-
tor’s product.

A tourism enterprise can organize its buyer power research into a basic table (Table 5.4) that
summarizes the power of their common buyers such as FITs, large outbound tour operators,
and small local tour operators.

Table 5.4. Assessment of Buyer Power

Ease of

Importance

Chance of

Awareness

BuSyer/Market e nEEl T buyer of product  backward of produc- Levgl of

egment volume O . . . substitutes
switching to buyer integration | tion costs

FITs ' Small | Easy Depends Low Low Depends

Large out- Large Difficult Depends High Medium Depends

bound tour

operators

Small local Medium Medium Depends High High Depends

tour operators

For the business plan, write a brief, critical analysis for each buyer and the power it holds, as
well as any solutions or strategies to address potential threats. Include the buyer chart in the
appendix of your business plan.

Force #5: Threat of Substitutes

Substitute products are those that target the same customers in the same marketplace as an-
other enterprise, but with a different product. For example, a seafood restaurant on the beach
would have to compete not only with direct competitors (other seafood restaurants on the
beach) and indirect competitors (like Chinese restaurants), but also with substitute options
(bringing a picnic from home). The narrower the market segment the fewer the substitutes.

The only way to minimize the power of a substitute product is to motivate the customer and per-
suade him or her that in reality there is no alternative at all. This means understanding the driv-
ers or motivations that persuade customers to purchase a particular product and the barriers
that might stop them. For example, a person with a passionate interest in natural history is un-
likely to see a day in a casino as a substitute for a walk in the forest. Whereas for someone on a
shoestring budget, a free day on the beach might be a real alternative to an expensive waterfall

tour.
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Overall, industries with few substitute products are more attractive than those with many substi-
tutes. However, in tourism, a destination is typically more attractive the more activities and
therefore substitutes it offers. In the tourism and leisure business, there are often many substi-
tutes.

Take some time to create a table that summarizes the substitute products that you propose. In
addition to listing the substitute product and price, also consider substitute strengths and weak-
nesses compared to your proposed product.

Table 5.5. Assessment of Substitute Products

Substitute Product Pricing Disadvantag

. Artificial parks may appeal
. Very well positioned o
Water and amuse- Varies, but usually ; more to families, but less to
with a large market
ment parks $75+ for the day nature-based target market
presence
segments.
Strong natural attrac- .
- Few organized tour products
Other parks and pro- tions (e.g. Aguas . :
. : or service providers. Most
tected areas on the Varies Blancas National
. are farther away from Puerto
north coast Park has amazing
Plata as well.
waterfalls)

For your business plan, write a brief, critical analysis of substitute products and services availa-
ble in your region. Be sure to include strategies and solutions to address threats. Include the
substitute chart in the appendix of the business plan.

See the Five Forces Analysis of the Dominican Treasures Business Plan in the Annex.
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Table 5.6. Summary of Porter’s Five Forces

Force Description Factors Affecting Force

have sufficient bargaining pow-
er to fetch price premiums for
their products or services.

Threat of Often the strongest of the Five Rivalry increases with:
Established Forces; it describes the intensi- e Industry maturity
Rivals ty with which existing firms are e Number and size of competitors
jockeying for position within the e Low buyer Switching costs
industry. e High exit barriers
e High fixed costs
e Overcapacity in industry
Threat of Threat that new firms will enter | Barriers to entry increase with:
New the industry is higher when en- e Industry patents and proprietary product
Entrants try barriers are low or when a differentiation
newcomer can expect to reap e Importance of brand identity
significant early profits. e High switching costs
e High capital investment
o Difficult access to distribution channels
e More government regulations
e Strong retaliation from incumbent com-
panies
Supplier Suppliers to an industry exert Supplier power increases if:
Power strong influence when they e Few suppliers exist

Their inputs are differentiated (i.e. not a
commodity)

There are high switching costs to the
buyer (i.e. the company within the in-
dustry)

Supplier may forward integrate into the
industry being considered

Buyer (Customer)
Power

Customers become more pow-
erful as they are able to exer-
cise bargaining leverage over
companies in the industry.

power increases if:

Buyers are concentrated (i.e. few buy-
ers exist)

Buyers tend to purchase in high vol-
umes

Buyers have low switching costs
There is low product differentiation in
the industry (i.e. service or product is a
commaodity)

Threat of
Substitutes

Threat posed by substitutes is
high when prices of substitutes
are attractive, buyers have low
switching costs, and the substi-
tute alternatives provide the
same benefits as the product
being considered.

Threat of substitutes increases with:

Low switching costs
Rapidly changing technology
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Competitive Advantage

Now that the competition analysis is done, the next section of the business plan summarizes the
opportunities and strengths the enterprise will embrace to increase its competitiveness.

Competitive advantage is defined as the strategic advantage one business entity has over its
rival entities within its competitive context. Achieving a competitive advantage strengthens and
positions a business better within the business environment.

Based on research and analysis, this section outlines the competitive advantages that your en-
terprise possesses. Much of this information will also be incorporated into the Strategic Position,
presented in the following unit.

For the business plan, simply outline the major advantages your enterprise holds over the com-
petition in some or all of the following areas:

Products

Staff & training
Operations

Legal

Sales & marketing
Infrastructure

For example, based on the competition analysis, the Loma Isabel Nature Trail has determined
the following competitive advantages:

Competitive Advantages — Product

Loma Isabel Nature Trail's close proximity to Puerto Plata (30 minutes closer than any
competitors).

Loma Isabel Nature Trail is the only organized tour product in the protected area.

Loma Isabel Nature Trail is superior to its direct competitors with respect to its guides
and interpretation, the overall level of biodiversity, and cultural authenticity. All of these
gualities will be reinforced in the brand and marketing materials.

Loma Isabel Nature Trail's pricing is 50% less than any direct competitor.

Compared to its direct competitors, Loma Isabel Nature Trail is the only enterprise that
has developed a “SAVE” (Scientific, Academic, Volunteer, and Educational) tour product
targeting school groups.

Competitive Advantages — Sales & Marketing

Compared to its direct competitors, Loma Isabel Nature Trail's marketing strategy is
more comprehensive, particularly its online marketing and print promotion campaigns.
Loma Isabel Nature Trail is the only tourism enterprise in the region directly supporting
conservation, which should appeal to ecotourists and will be messaged through promo-
tional materials.

BUSINESS PLANNING 59



Competitive Advantages — Operations

e Although the costs for new entrants and competitors in the market are low, operating
tours in the protected area requires a permit that must be acquired from protected area
managers. The process to acquire that permit was complex and time-consuming, and
was granted largely due to the enterprise’s direct support of the park’s conservation ac-
tivities. It will be difficult for competitors to acquire this permit.

Summary

Honestly and accurately assessing competition is critical to any business plan. It allows an en-
terprise to examine its competitors, which in the end helps fine tune products and better meet
the needs of target markets. It gives investors or donors confidence that a market does in fact
exist for a proposed product and that its promoters have assessed the competitive landscape
and identified a niche that can be filled or outcompeted. And it identifies specific competitive ad-
vantages that will help direct investment of time and resources to grow the enterprise.
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Unit 6: Creating a Sales & Marketing Strate-

At the end of this unit, participants will be able to understand:

e The 4 Ps of product marketing
e The tourism supply chain and its relevance to marketing
¢ How to calculate cost-plus pricing and value-based pricing

Introduction

The marketing section is one of the most important pieces of the business plan, as it conveys to
the reader how the product or service meets the demand of a particular market segment. It also
outlines the channels to reach that segment, the promotional activities to capture their attention,
and the pricing. This section relies on overall market data and target market segment infor-
mation outlined in the “Market Analysis” section.

This section, as well as the market analysis and financial projections sections, are the most
closely scrutinized parts of the plan. The standard contents of a sales and marketing strategy
revolve around the 4 Ps: Product, Placement (or distribution), Price, and Promotion. These four
elements are also commonly referred to as the “marketing mix.”

Your business plan has already discussed the enterprise products at length in the “Business
Description” section, so now we continue with the other three components of the marketing mix.

Placement (Distribution)

Placement (i.e. distribution channels) refers to the places or channels through which a potential
client might purchase a tourism product or service. Channels come in two main categories, di-
rect and indirect sales channels.

1. Direct sale — when a tour product or service is sold to the client by the same enterprise
providing the product or service.

2. Indirect sale — when an intermediary, such as a tour operator, travel agent, or hotel, sells a
tour product or service to the client.

In order to differentiate between direct and indirect sales, let us briefly explore the tourism sup-
ply chain.
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Tourism Supply Chain

A supply chain, regardless of the industry, is the system of businesses, people, and technology
that moves a product or service from a supplier to a customer. In the tourism industry, the sup-
ply chain includes:

¢ International intermediaries such as outbound tour operators, wholesalers, and travel
agents.

o Domestic intermediaries that exist in the same country as the tourism enterprise such as
inbound tour operators and travel agents.

e Local intermediaries such as hotels and lodges, as well as local tour operators.

Iy ™ e Iy ")
Towrism
Enterprises
» Local lodging Local i
and food service Intermediaries Domestic :m:’::;:ﬁ:ﬂ;
providiers s Hodals & Intermediaries
» Local transport Ladass . khound our s Dubound lour N
Al e : s | @ Inbsosaend toa HEARE .
providens Q 7 & operabors w MR £ | Customer
» Local tour o "Wholesalers
» Community- operalors @ Domastic i
bagad lounsm s Locsl iiavel Iraval aoenis & Inlamational
ErlarpisEs :gur'li::. i - traved agents
» Local guides
» Local arisans
9 F b J

Figure 6.1. Tourism Supply Chain.

For indirect sales, the tourism enterprise whose product is being sold usually pays the interme-
diary a commission. A commission is the fee that an intermediary earns in exchange for the
service of selling a tour product.

A good way to determine which of these potential sales channels is best to “place” a tourism
product is to simply consider how and where the target market segments are likely find and
eventually purchase that product. If the target market is internet-savvy “young professionals”
who are known to research and purchase their tour products online, then direct sales through
your website (or indirect sales through a sales partner’'s website) is the best placement. If the
target market is all-inclusive resort clients who can only book day tours through tour operators
that have contracts with those resorts, then best to target those intermediaries and focus on an
indirect sales scenario. In many cases, the best placement of the tour products is through a mix-
ture of both direct and indirect sale channels.

Direct Sales

Direct sales of course garner higher profits because they avoid intermediary commissions. Tour-
ism enterprises typically develop pricing so that their “rack rates” (or public rates) include a per-
centage that can either be paid to an intermediary as a commission for selling the tour, or can
be kept by the enterprise if the tour is sold directly.
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Direct sales, on the other hand, require that the tourism enterprise maintain high-quality market-
ing, professional, often multilingual sales staff, and reliable reservation and payment systems
(e.g. website transactions, ability to receive bank transfers). Direct sales can be more profitable
but they also require considerable more investment and expertise by the tourism enterprise.

Indirect Sales

The advantages of working with intermediaries in the indirect sales scenario are that it can often
produce quick sales for a new tourism enterprise. Tour operators and travel agents are often
well established with a strong sales and marketing presence and existing clientele. For a new
enterprise to sell directly, it requires that same strong sales and marketing presence, which can
take time to develop. By working with intermediaries who are already well established, a new
tourism enterprise can quickly be inserted into those channels.

The disadvantage of indirect sales is that if often means splitting tour profits and commissions
with an intermediary, which means less revenue for the tourism enterprise.

The placement section of the business plan should describe in detail the proposed sales chan-
nels and how they operate. For example:

Clients interested in taking a Loma Isabel tour will have three options to reserve and pur-
chase their tour product.

e Directly with the Loma Isabel sales office: Clients will be able to reserve and pay for
their tours directly with the enterprise either through phone, email, or as walk-in clients at
the Loma Isabel sales office downtown. The sales office will be staffed by a bilingual
sales representative seven days a week from 8.00 am to 6.00 pm.

¢ Indirectly at the airport information kiosk: A sales agreement has been established
with the airport information kiosk to sell Loma Isabel tours for a 10% commission. In this
scenario, the airport kiosk staff collects a 10% deposit from clients upon reservation with
the remainder of the tour balance paid directly to the enterprise on the day of the tour.
The airport kiosk keeps that 10% as its commission.

¢ Indirectly at the hotel concierge desk and with hotel tour representatives: Similar to
the agreement with the airport information kiosk, six hotels and eight hotel tour repre-
sentatives offer Loma Isabel tours for a 10% sales commission as well.

Thus pricing also needs to reflect the distribution and sales channels to place products.

Price

Pricing is a complex subject; there are many factors to consider, both short- and long-term. For
example, prices need to:

Reflect the value provided relative to that of competitors
Consider what the market will truly pay for the product
Enable the enterprise to reach its financial goals
Maximize profits
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The major steps to determining prices are the following:

1. Include all of the product’s direct costs in the price

2. Include additional pricing layers such as profit and commissions in the final product
price, based on sales channels and partners through which it is sold.

3. Understand where the enterprise’s pricing falls in relation to competitors.

4. Ensure that the price (and profitability) generates enough profit to pay for the indirect
(i.e. administrative) costs of the enterprise and meets overall financial objectives.

Determining Product Direct Costs

Before we begin determining the direct costs of our tour products, let us review some important
financial terms that are important to know before we begin this process:

Fixed Costs: Costs that do not change regardless of number of customers on the tour

Variable Costs: Costs that do change in relation to the number of customers on the tour

Direct Costs: These are all of the variable and fixed costs that are directly related to the sale of
products and services. These are the tour costs, and do not include administrative costs.
Indirect Costs: These are the non-tour costs to operate the tourism enterprise, regardless of the
volume of tours sold during the year.

Net Rate: The lower rate offered to intermediaries like travel agents and tour operators that can
be marked up to sell to the customer

Rack Rate: The rate quoted to the public

Cost-Plus Pricing vs. Value-Based Pricing

There are two common ways to determine tour prices: cost-plus pricing and value-based pric-
ing.

Cost-Plus Pricing: Simply add up total tour costs and then multiply by a percentage profit (such
as 20%) to calculate the final price.

Value-Based Pricing: The price is based on client willingness to pay for that product. This ap-
proach requires a good understanding of clients and competition in order to determine the high-
est price the client is willing to pay.

Table 6.1. Comparison of Cost-Plus and Value-Based Pricing.

Cost-Plus Pricing

Advantages Disadvantages

e Simple/easy to calculate e May miss potential profit

¢ Not much information required (just costs) e Tends to ignore trends in consumers/competition

Value-Based Pricing
Advantages Disadvantages
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o If successful, produces higher profit margins | e Requires understanding of consumers and competitors
¢ Allows enterprise to earn revenue on “added | e Requires enterprise to communicate additional value of
value” of conservation and social benefits, conservation and social benefits to clients
not just costs

The best price is the highest price the client is willing to pay. This statement argues for value-
based pricing, but for the sake of demonstrating both pricing methods, an example of cost-plus
pricing follows.

To determine total direct tour costs, there are five overall categories that typically capture every-
thing that goes into a tour package. These categories include staff, transportation, lodging, food,
and extras (Table 6.2).

Table 6.2. Examples of Direct Tour Costs.

Staff Transportation | Lodging Food

e Guides e Gas (for boats | ¢ Soap and shampoo e Food: meat, veg- | e Entrance fees
e Cooks or vehicles) ¢ Cleaning products etables, etc. o Tickets
e Waiters e Boat and vehi- | e Decoration (fresh e Beverages: wa- e Donations
e Performers cle rentals flowers, etc.) ter, soda, beer, e Any addition-
e Artisans * Oil etc. al costs out-
e Housekeepers | ® Road tolls Many lodging costs e Supplies need for side of other
¢ Boat and shut- (such as sheets, tow- food preparation: categories

tle drivers els, etc.) are consid- oil, seasonings,
 Managers ered indirect operation- etc.
e Accountants al costs, not direct tour
« Security costs because they are

used repeatedly.

Calculating Tour Costs and Prices

Table 6.3 on the following page represents a standard approach to calculating tour costs and
prices. Each column left to right represents tour groups of increasing size starting with just one
pax (or client) and increasing to a group of 12 pax.

In the first section of the tour cost/price sheet, enter the tour items specific to the tour to be de-
veloped. In the example, the direct tour costs include staff, transportation, and food. There are
examples of fixed direct costs (such as staff salaries) as well as variable direct costs (such as

the boxed lunch).

Next, to calculate the tour costs, both the total tour costs as well as the tour costs per pax. Refer
to the formulas in the table to understand where these numbers come from if necessary.

The desired profit margin multiplied by tour costs generates the internal tour price.
The price per pax (see formula below) for the rainforest hiking tour reflects a 25% profit margin,

but a company would never advertise a price to the exact cent (such as $21.33). So round out
those exact prices to create final prices that are easier for clients to understand and remember.
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Tour costs per pax
1 — profit

FPrice per pax =

It is more convenient to group different price per pax figures into only three or four tour prices
rather than 12. To do this, identify a price that may apply to a range of pax on a tour whether 1—
2 pax, 3—4 pax, or 5-12 pax, etc. The price for a range of pax should be rounded to the nearest
dollar amount, such as $22.00 instead of $21.33.

Don’t Go Too Low

So, why does the table show that final price per pax stopped changing after it lowered to $20 for
groups of six or more? For example, look at the price per pax for a 10-pax group in the 25%
profit margin scenario. With a 25% profit margin on tour costs, tour price could be as low as
$14.00 and still make a 25% profit margin. Why still charge clients $20.00 for the tour?

In short, because we can. Based on willingness-to-pay market knowledge as well as what com-
petitors charge, we know that $20 is about as low as anybody sells this tour, so there is no need
to lower the price even more.

Finally, calculate the tour profit per pax or profit per group. Based on the final price per pax se-

lected, the profit margin has been calculated as well (which in this case should always be at
least 25%, but in some cases increases considerably based on tour group size).
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Table 6.3. Tour Cost and Price Sheet

Each of these columns represent the total
number of pax in a group. For example,
this column is for a group of 11 pax

Tour Cost/Price Sheet: Rainforest Hike
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Determining Commissions

For indirect sales, the final price determination step is to calculate rates that include the fee that
intermediaries expect for their sales service, called a commission. Assume that a tourism enter-
prise has negotiated a 10% commission for tour operators/travel agents when those intermedi-

aries sell a tour product that has a net rate of $100. The same price per pax formula can calcu-

late the new rack rate price that includes the commission.

Price per pax = tour costs per pax / (1 — profit margin)
Price per pax = $100 / (1 — 10%)
Price per pax = $100/ .9

Price per pax = $111.11
In this case, our new rack rate is $111.11

Calculate Correctly

Many people make the mistake of using the following formula to calculate profit margins and
commissions:

Price per pax = tour costs per pax x 1 + profit margin
This formula generates the following results:
Price per pax = $100 x 1.10
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Price per pax = $110

This may look right, but see what happens when our sales partner takes their 10% commission
from that number:

Commission = Price x Commission %
Commission = $110 x 10%
Commission = $11

When we subtract that commission from the price, the enterprise ends up with less than its an-
ticipated net rate (which was $100).

$110 - $11 = $99

That is because the first formula we used (the correct one) calculates the profit margin or com-
mission on the price rather than the costs.

Comparing Pricing Versus Competitors

Now that you have calculated the final price, it is important to compare it with that of your com-
petitors. If your product lacks differentiation from that of your competitors in terms of content or
guality (which is never good in tourism) then you should focus on pricing similar or lower to that
of your competitors. But, if your product is unique, high-quality, and demand-driven, then having
a slightly higher price than that of your direct competitors is less of a concern.

Comparing Pricing (and Profitability) Versus your Indirect (Administrative) Costs

This exercise ensured that the price covers all of your direct tour costs (along with profit), but it
is equally critical to ensure that the profit also covers your indirect administrative costs such as
office rent, electricity, and depreciation. How to project your revenue vs. expenses will be further
discussed in the “Financial Projections” section.

Promotion

Solimar International has developed a complementary “Tourism Sales and Marketing Toolkit”
that documents strategies and steps to reach your target market segments through effective
sales and marketing. Related to promotion, major sections of that toolkit include:

Marketing strategy
Website design
Online marketing
Social media strategy
Public relations

arowpdppE

Because the “Tourism Sales and Marketing Toolkit” provides an in-depth overview of these
promotional activities, this section will focus rather on some basic planning steps that the enter-
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prise can take to guide the development of a more comprehensive sales and marketing strate-
gy. The Promotional Strategy Worksheet does just this.

Promotional Strategy Worksheet

The Promotional Strategy Worksheet (Table 6.4) is a quick reference guide that identifies an
enterprise’s target market segments, the buying motivations of those segments, key messages
and images to capture the segment’s attention, and specific promotional and marketing activi-
ties to reach those segments. The more specifically an enterprise understands target market
segments and their motivations, the more effective your promotional and marketing activities
can be.

An example of Promotional Strategy Worksheet can be found on the next page. The following is
a short description of the information to understand the sheet.

Target Market Segments: This column includes any direct or indirect markets targeted with
your products. In the example there are two direct market segments targeted (young profes-
sional FITs and bird watching groups) and one indirect market segment (big city tour operators).
Who Are They: Be as specific as possible about whom the products target. In the case of FITs,
list the countries from which they arrive. For indirect market segments like tour operators or ho-
tels, list names of specific companies.

Key Motivations for Buying: For each specific market, which are the top three drivers or moti-
vations that impact what each customer purchases? For some segments it may be the type or
guality of the tour, while for others it may be price, convenience, or some other factor altogether.
Potential Products: Of all your offered tour products and services, which appeals most to each
specific target market segment?

Key Messages & Images: Considering those key buying motivations, which words, phrases,
and images capture the essence of your product that appeals most to the target market seg-
ment? Be creative, but also descriptive and concise. When developing promotional materials,
these phrases, key words, and images will be very helpful.

Promotional & Market Activities: Then define the wide spectrum of promotional materials,
mechanisms, and marketing activities to target your specific market segments. The definition of
this overall direction facilitates developing and implementing a marketing strategy with more
clarity, precision, and cost efficacy.
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Table 6.4. Promotional Strategy Worksheet

Target Potential Key Ke Promotional
Market Products Motivations Me{;sa es & Marketing
Segment for Buying 9 Activities
Young Pro- * '(Ij';z::ilélonal ¢ Cultural cere- e Website
fessionals | US, UK, presenta- e Culture * “Authentic cul- | mony ¢ En!me mar-
Free & In- Germa- tion « Active Ad- turgl exchange o Traditional eting
dependent ny, o Arts/crafts venture ¢ foPrr(lan;tafry"rg;n- gress ft ° U&ngooks
Travelers | France | l-dayrain- |« Authenticity | iqies " etshikingin |  Posters
FITs - i
( ) fk?:lzsttc};?k rainforest e Brochures
w Birding tour
¢ “The only place . . ,,
North . Haltday | | g to find X bird in | * gfé“l;ier;fa Sséen':ftge;tr o
Bird Watch- | American birding tour « Uniqueness the country” « Local quide ind Qrouns
ing Groups | birding e 5-day bird- a e “More than 20 ca g thg gf "p ’
clubs ing tour * Quality endemic spe- pointing out a en follow up
o bird to a visitor with phone
cies
call
e “10 years of
Rainfor- « Half-day successful and « Smiling staff in
Big City ez:jli%i)gn s “extension” : ggﬂﬁs_ ggre;tis(l)%g?l professional ¢ Sell sheets
Inbound IF\)AC ! tours sion « “We offer 20% uniforms e Trade shows
Tour Op- Tours e Overnight « Professi commissions ¢ Photos that ¢ Print/digital
erators o “extension” rofession- N show tour ele- tour catalogs
Tropic tours alism on all tours ments
Tours e “We are in-
sured”
Summary

The sales and marketing section may be the most scrutinized section of an entire business plan.
Products live and die based on their ability to accurately target markets and deliver. Thus, any

new enterprise must understand the 4 Ps of the marketing mix — product, placement, price and
promotion — in order to reach and penetrate target markets with products.
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Unit 7: Operations Planning

At the end of this unit, participants will be able to understand:

How to prepare a staff and training plan

How to develop operations and communications plans
Financial management

How to develop a risk assessment and risk mitigation plan
The legal considerations of establishing an enterprise

Staffing and Training Plan

The operations section of the business plan outlines specific staffing requirements, both full-time
and seasonal/part-time positions, as well as roles and responsibilities. Many new small and me-
dium tourism enterprises make the mistake of not clearly outlining roles, which leads to a lack of
clarity for staff. This confusion can hurt efficiency and makes it more challenging to identify train-
ing needs.

Minimizing Fixed Salaries

A grave financial error that many new tourism enterprises make is to pay staff members, most
often management and administrative roles, fixed salaries. The danger is that in the first year or
two of operations as the enterprise builds its client base and reputation, it may very well suffer
low seasons with very few clients. If the enterprise is paying fixed salaries (an indirect adminis-
trative cost) with little or no revenue, cash flow problems or even a negative balance at the end
of the year can result rather quickly. Therefore, whenever possible structure staff salaries as
variable costs that are only required and paid when the company is earning. This may be im-
possible for all staff members (especially full-time managers), but should be a financial strategy
particularly in early years.

Tourism Tip: Staff Financial Incentives
In addition, building financial incentives into as many staff salary/payment structures as possible
is always advisable, particularly for sales staff. A few examples of staff financial incentives might
include:

e Sales staff: Pay sales staff a low fixed base salary, and offer them a sales commission
percentage (5% for example) for each sale.
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e Managerial staff: Instead of fixed salaries, pay operations and managerial staff a daily
rate based upon a percentage of each tour package sold. The more clients (and logically
the more the work for those staff) the higher the daily rate.

e Guides and waiters: Although not every client will be a great tipper, most international
travelers understand that tipping is customary for many staff working in the tourism in-
dustry (such as guides and waiters), especially if they are given great service and atten-
tion. Communicate to your staff that they have the opportunity to increase their income
through tips if they provide high-quality service to clients.

If you elect to build financial incentives into certain staff salaries, then it is important of course to
reduce that staff person’s base salary to a lower amount that reduces your enterprise’s fixed
administrative costs. In addition, keep in mind that certain staff positions may be more limited
than other in their opportunities to receive tips from clients (for example, housekeepers have
less direct interaction with clients than say, nature guides). Balance out all of these factors to
develop base salaries and financial incentives that encourage staff to provide the best possible
customer service, yet also meet their personal financial needs.

Job Descriptions & Training Requirements

The business plan should briefly outline staffing roles and responsibilities, training requirements,
and training resources available. It can include full job descriptions in the annex. See the staff
training needs section of the Loma Isabel Nature Trail Business Plan.

Operations & Communications

Although the sales and marketing section already includes a detailed description of the direct
and indirect sales channels, the plan should still describe the overall process of tour operations
and communications. The tour operations and communications include the entire process of
client experience from the moment clients inquire about the product to after tour completion.

For example, Figure 7.1 describes the overall operations and communications between clients,
the Loma Isabel enterprise, and indirect sales intermediaries (when involved) from tour inquiry
to tour improvement.
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Figure 7.1. Overall Tour Process.

Financial Management

Equally important to managing tour operations and communication is managing money. The
operations section of your business plan should outline major financial considerations including:

e What are the daily, monthly, and annual financial procedures that the enterprise will fol-
low to help ensure financial stability? For example, managing petty cash, making bank
deposits, reporting taxes, making and receiving payments from suppliers and buyers,

paying staff, profit sharing.

e Who is involved in these daily, monthly, and annual financial procedures, and what are
their overall responsibilities? For example: managers, administrators, staff, external con-

sultants/accountants.

Risk Assessment and Risk Mitigation Plans

It is important that business plan readers understand that you understand where your business
might be exposed to risk, and that you are actively working to minimize that exposure. Table 7.1

shows potential risks and how to mitigate them.

Table 7.1. Risks and Risk Mitigation

Potential Risk Risk Mitigation

Public liability
If someone is injured or killed while participating in a tour.
For example, if the tour bus crashes and a client dies.

Preventing accidents from occurring in the
first place [as defined in the mitigation
column on the next page], and obtaining
insurance. The enterprise must confirm
that all of its suppliers carry the right level
of insurance and that they all comply with
laws.

Property damage

For example if the business were a small ecolodge, fire or
hurricane damage could destroy the key asset. Likewise if
the business were an enterprise that offered boat tours or
kayaking trips, boat theft could threaten the entire enter-
prise.

Adequate insurance

Business interruption

Financial downturn, hurricanes, withdrawal of key permits
can all interrupt service. Any might prohibit the business
from meeting its financial obligations.

Insurance and maintaining a cash reserve

Medical
If a client requires medical treatment or evacuation, the
business may have to assume costs.

Again insurance, trained personnel, and
risk management

Loss of key individuals

If your enterprise is reliant upon one or two key individuals,
its success may be jeopardized if these people were to
leave or become incapacitated.

Although impossible to keep staff person
from leaving, the business can encourage
long-tem retention by offering fair com-
pensation, opportunities for advancement,
financial incentives, and clear job descrip-
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| tions and employment contracts. |

The business plan should include a concise yet comprehensive risk assessment. It should trace
every step of the tour, enterprise activities, and business partners, critically documenting where
problems may arise. Then, for each potential risk scenario, present a potential solution to mini-
mize that risk. See Tables 7.2a and b.

Table 7.2a. Loma Isabel Risk Assessment: Daily Operations

Tour bus door opens to the right leaving Ensure that the tour bus driver picks up and drops off cli-
disembarking passengers at trailhead ex- | ents inside trail head parking area
posed to on-coming traffic.

At mile 3, mountain road becomes very Ensure that the driver always uses alternate Playa Dorada

steep and dangerous in very wet weather. | road

Second trail overlook steps in disrepair Work with park managers to repair steps before first tour
Tour guides receive basic first aid training and carry cell

Injury along trail phones with emergency contact numbers on all tours as

well as first aid kit.

Table 7.2b. Loma Isabel Risk Assessment: Overall Business and Market

Risk ~Mitigation |
Principal tour product tailored to North American | Although financial projections show that the enterprise
market segments. A downturn in this market would still break even with 66% drop in North Ameri-
could cripple business. can clients, new tours will be developed in the first

year of operations that appeal to German-speaking
tourists and domestic markets.

A number of hotel points of sale go out of busi- Loma Isabel’s tours are currently only being offered in

ness. 50% of local hotels. Options exist to diversify and ex-
pand these sales points.

Hotel points of sale demand higher commis- Develop and sign long-term sales agreements with

sions hotel sales point to avoid any sudden changes in

commission rates

Hurricanes disrupt tourism or damage or close Community enterprise members have pledged to re-
the hiking trail. build the trail within 30 days if necessary.

Loss of key bi-lingual trip leaders The two bi-lingual community guides have signed
long-term contracts. While risk is minimal, new guides
will continue to be trained.

Loss of Loma Isabel park tour operating permit | Community enterprise continues to foster good rela-
tions with park management by contributing time and
money to park conservation activities.

Legal Considerations

In the legal considerations section, outline the overall legal environment within which the enter-
prise operates, as well as the various legal steps, regulations, and agreements the enterprise
has considered. Such legal considerations might include business registration, employ-
ee/membership agreements, permits, insurance coverage, contracts with buyers and suppliers,
trademarks, and copyrights. For example:
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The Loma Isabel enterprise has been registered under the 1993 Dominican Communi-
ty Enterprise Act and is a recognized legal entity; its name has been registered as a
trademark. It currently has 27 members comprising interested individuals from the com-
munity of Los Dominguez. Its board of directors, elected by the membership to serve a
three-year term commencing October 2012, includes a chair, vice chair, treasurer, and
secretary.

The Loma Isabel enterprise has received a permit to operate tours inside Loma Isabel
de Torres National Park with a maximum of 25 pax per day in the park, renewable annu-
ally. Annual contracts have also been signed with Montevideo Shuttle Company (trans-
portation), and with six hotels and eight hotel tour representatives (sales points).

The Loma Isabel enterprise will comply with all Dominican laws that apply to tour oper-
ators, including those that cover business registration, taxes, and minimum insurance
requirement.

The Loma Isabel enterprise will carry the following insurance:

Insurance Type Coverage required Annual premium |
General liability Yes $1000 estimated
Fire/theft/contents 50% value of fixed assets | $450
Medical Staff covered by Domini- N/A

can National Insurance

Key Milestones

The key milestones section is simply a Gantt chart (a bar chart outlining tasks and when they
occur) for major activities related to the establishment of your enterprise and its tour products
and services. See Figure 7.2.
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Key Milestone

Business planning

Month

1 2 3 4 5 6 7 8 9 10 11 12 13

Conservation planning

Finalize business plan

Initial enterprise structure
training with community

14 | 15 16

Select and train community
Manager

Select and train community
naturalist guides

Select and train community
food services staff

Initiate steps to legalize tour-
ism enterprise

Develop guided tour content

Finalize package tours

Finalize trail and infrastruc-
ture designs

Construct nature trail

Construct dining area

Finalize enterprise brand

Develop content for print and
digital promotion

Website design and devel-
opment

Print promotion design and
development

FAM Trips with select sales
partners

Finalize contracts with sales
partners (ongoing)

Launch online/social media
marketing campaign

Launch press/publicity cam-
paign

Print and distribute promo-
tional materials

“Soft launch” with friends,
school groups, etc.

Figure 7.2. Loma Isabel Enterprise — Key Milestones
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Summary

Aside from strategic planning and convincing investors that the proposed products can reach
target markets and compel them to buy, a business must also run effectively in order to avoid
collapse. No product has value if the offering organization cannot manage its personnel, financ-
es, communications, and risks. Investors look for such efficiencies in determining if they should

support the proposed venture.
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Unit 8: Sustainability Planning

At the end of this unit, participants will be able to understand:

e That sustainable tourism seeks Triple Bottom Line returns
e That several channels exist by which tourism can promote conservation
e How to develop a sustainability plan that includes assessing conservation threats

Sustainable Tourism as a Tool for Conservation

Sustainable tourism has the potential to not only mitigate potentially harmful impacts of visitation
to a site, but it can also support conservation of the resources upon which it depends. To
achieve such results, Solimar International employs a market-based approach that links jobs
and revenue generated by sustainable tourism to support conservation that mitigates threats to
sea turtles and their habitats.

At its best, sustainable tourism better aligns economic activities and needs of rural populations,
particularly those living in or around protected areas, with biodiversity conservation objectives.
Throughout the world, communities often conflict with protected areas because they may view
protected area managers as enforcers that interfere with activities that provide for their families.
And protected areas often view communities as extractive and destructive and requiring con-
stant monitoring and policing (Figure 8.1).

Sustainable Tourism Resource Extraction
Fromuotes Fromoies
= Hiwalthy aml intact ecosyitems » Mlegal logging
« Wikdlife for virwing # Hlegal hanting
# Preservation of language., = Overfishing
cunieemi, asd (raditions & S{ash and Burn agriculture
= Compaunify nwdverent and = Sirip mining
asthentsc cultsral exchange » Little tncentire s proserve
» Lestally soursed preducts and wraditional knowledge or restoma
infragtructure = Thi knvaixn of land colonivs ke
« Sustainahle indusiry galdelines arcestial home Lands

Figure 8.1. Sustainable Tourism vs. Resource Extraction
The reality is that communities, and their history of dependence upon the extraction of natural

resources to survive, are often at the center of direct and indirect conservation threats. As Brett
Jenks, President and CEO of Rare Conservation, a global leader in conservation awareness
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building puts it “conservation is not an ecological challenge. It is an economic, social, and politi-
cal challenge.” But it is for this very reason that Rare, Solimar, and other conservation and de-
velopment organizations around the world focus on solutions that engage and address the
needs of local communities, rather than ignore them.

Specifically, sustainable tourism offers economic alternatives dependent upon the preservation
of natural resources, rather than their extraction. Furthermore, sustainable tourism helps com-
munities and protected areas to align their interests, begin a collaborative and productive dia-
logue, and bridge the incongruity that has traditionally existed between them.

In order to achieve these linkages between community-based tourism and conservation, Soli-
mar employs financial incentives to encourage local community adoption of sustainable tourism
principles and practices.

Two examples of this approach include

¢ Memorandums of Understanding (MoUs): During the project development and busi-
ness planning stage, MoUs outline specific agreements that clarify stakeholder commit-
ments. For example, the project partner may commit to a certain level of financial or
technical assistance to support the establishment of a community tourism enterprise. In
exchange, the community partner agrees to contribute a certain amount of time or per-
centage of money to support project conservation objectives.

e Profit Sharing Mechanisms: Community members may earn a higher percentage of
year-end tourism profits in exchange for time and labor contributed to support conserva-
tion activities throughout the year.

Solimar International’s approach encourages local entrepreneurs to develop or improve sus-
tainable tourism enterprises through technical support and highly customized tools, including
this “Business Planning Toolkit.” Once successful, these local enterprises generate two primary
resources, time and money, that support biodiversity conservation.

Figure 8.2 highlights tourism’s ability to produce these two resources not only by local benefi-
ciaries, but also by visitors that patronize sustainable tourism businesses and destinations.
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Figure 8.2: Channels through which tourism-generated time and money can directly
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Tourism Conservation Models

Over the past five years, Rare and Solimar International have analyzed their own sustainable
tourism projects, as well as partner projects, to identify linkages between sustainable tourism,
biodiversity conservation, and community development.

The result has been the development of six tourism conservation models that attempt to link the
resources that successful sustainable tourism enterprises generate, particularly time and mon-
ey, to direct conservation and community development strategies. These models build on valu-
able work by Brandon (1996) and Brandon and Margoluis (1996).

These six overall tourism conservation models include:

1.1 Touri:
Q?E::;Em::n;m = Develop and adopt sustainable operating principles and practices that

Guidelines

reduce tourlsm's negative impact on species and their habitai

. Increase Conservation » Increase the conservation awareness of both local residents and
Aweareness and wititors, o well a3 the number af locad redidents benefiting from
cunlﬁt“n:[es_ suslainable Lourism achivities

3. Increase Income
Diversification

® Increase the monitoring and resgarch presence of trained guides,
4. IHFM;?‘ Mm;udn; visitors, andfor researchers in critical natural areas threatened by illegal
an esear resource extractive activities

= Create sustainable tourism jobs, products, and services that directly
reduce blodiveriaty contervation thraats

5. Increase Tourism- _ _
Generated Concervation » increase the financial support for conzervation that tourism-generated

profits, donations, and fees can provide

Increasingly Complex

Financing

= Facilitate collaboration between protected areas, NG00y, the private
5. I'"'T::SE l:nr;ls_er'u'al:[un sector, and/or community partneds io strengthen biodversity
renerships conservation eMaorts

Figure 8.3. Tourism Conservation Models

The six models are presented here in order of increasing complexity in terms of commitment of
resources (money, time, infrastructure), collaboration amongst stakeholders, and overall coordi-
nation and implementation.

Tourism Conservation Strategies
Within each of the six overarching tourism conservation models, individual tourism conservation

strategies exist. The strategies represent different conservation activities that utilize unique ap-
proaches to implementing the overarching tourism conservation model.
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Tourism Conservation Model Tourism Conservation Strategy

& 1.1~ Promate sustainable towrism guidelines with visitors
= 1.7 - Promate sustainable tounism guidelines with the iravel industry
= 1.3 - Promate sustainable tourism guidalines within protected aneas

1. Improve Towrism
Operations and Guidelines

Z. Increase Conservation # 7.1 - Incroase AwEreness and consenaton support of visitors
Awareness and # 1.2 - Increase awareness and conservation support of local residents
Consttuencies = 2.3 - Link benefits of sustainable teurism to the community as & whale

= 3.1 - Targen resource extractors with sustainable tourism emplayment
= 3.1 - Develop sustainable tourism products that directly mitigate
consorvation threats

3. Increase Income
Diversification

4. increase Monitoring and = d.1 - Increase the role of local residents in monitoring & research
Research # 4.2 - Increase the rebe of visitors in monitorng & research

» 5.1 = Utilizes sustainabile tourism profits to support conservation activities
* 5.2 - Develop travel phitanthropy programs

» 5.3 - Develop conservation-themed brands and merchandize

* 5 4 - Promate mandatory or voluntary protected area entrance/user fees

5. Increase Tourksm-
Generated Conservation
Financing

B. Increase Conservation = 6.1 - Develop partnerships between protected areas, NGOs, and unbeersities
Partnerships * 6.2 - Develop partnerships between protected areas and communities

Figure 8.4. Tourism Conservation Strategies

The “Tourism Conservation Models and Strategies Toolkit” describes both the models and
strategies in detail, and also contains a series of case studies that highlight organizations and
individuals who have implemented these strategies, outlines the process they went through, and
also shares some of the practical lessons learned. The majority of these case studies come
from Central America, although a handful of projects outside of the region are cited as well.

It is important to note that the program supporting the development of these models and strate-
gies was USAID-MAREA, a project designed to address human-based threats to coastal and
marine ecosystems throughout Central America. Because of this, the theory and practical appli-
cation of these models and strategies as described in the “Tourism Conservation Models” publi-
cation reflects MAREA’s geographic (Central America) and thematic (coastal and marine) focus.
Yet it is also worth noting that none of the tourism conservation models and strategies present-
ed in this document are exclusive to Central American coastal and marine ecosystems or con-
servation threats. The principles and assumptions upon which they are based apply equally to
terrestrial ecosystems, conservation threats, and tourism products as well.
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Developing a Sustainability Plan

First identify the direct and indirect conservation threats addressed by your enterprise’s sustain-
ability plan. The following section brief overviews the conservation threat assessment and plan-
ning process, which it itself requires considerable planning and involvement of stakeholders.
These stakeholders should include national and international conservation organizations, pro-
tected area managers and government representatives, community and municipal leaders, and
private sector partners. Additional information on performing conservation threat assessments
and conservation action planning can be found at
http://conserveonline.org/workspaces/cbdgateway/cap/index html.

Conduct a Conservation Threat Assessment

Any good sustainability plan builds upon the strong foundation of a comprehensive conservation
threat assessment. Within the process of developing the tourism conservation models, Solimar
and partner organizations often conduct a conservation threat assessment that is based on a
methodology utilized by national and international conservation organizations throughout the
world.

The approach defines a target condition (such as a particular species or habitat) and develops
causal chain concept models that identify direct and indirect threats to that target condition. Par-
ticipants collect and prioritize conservation threat data through workshops and in-depth inter-
views with stakeholders including scientists, NGOs, protected area managers, community lead-
ers, and private sector representatives.

The conservation threat assessment is built on cause-and-effect relationships between indirect
threats to biodiversity (such as lack of economic alternatives or lack of conservation awareness),
direct threats to biodiversity (such as illegal logging or wildlife harassment), and a site-specific
target species or habitat (Figure 8.5).

Indirect Threat Direct Threat Target Condition

A social, economic, or politi- CAUSES Factors that directly IMPACT The species or habi-
cal factor that tat being assessed

Figure 8.5: Sample threat assessment “causal”’ chain

For example, the Loma Isabel Nature Trail project included a conservation threat assessment
workshop that brought protected area managers, community leaders, national conservation or-
ganizations working in the park, local tour operators, as well as Environmental and Tourism Min-
istry officials together to discuss conservation threats in the park.

Through this workshop, a conservation threat assessment model was developed that showed a
number of direct and indirect conservation threats and the cause-and-effect relationships that
exist between them. For the sake of simplifying the Sustainability Planning chapter, we will look
at only one part of the Loma Isabel conservation threat assessment on the following pages. Dif-
ferent examples of conservation threat assessments in their entirety are included in the Annex.
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Figure 8.6. Loma Isabel Conservation Threat Assessment

The target condition is the biodiversity of Loma Isabel National Park. The group identified two
direct threats that included resource extraction (illegal hunting and logging in the park) as well
as tourism impacts (trail degradation and wildlife harassment). Then, the group identified three
indirect threats that included a lack of conservation awareness in local residents (which results
in resource extraction), a lack of sustainable economic alternatives (which also results in re-
source extraction), and finally a lack of monitoring and research efforts in the park (which inter-
estingly enough results in both resource extraction and tourism impacts).

Develop a Sustainability Plan

With the direct and indirect conservation threats identified, the Loma Isabel group can choose
tourism conservation strategies that address those threats. In Loma Isabel, these include:

e An environmental education program for local residents
e Sustainable tourism job creation
e A trail monitoring and research program
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Figure 8.7. Loma Isabel Tourism Conservation Strategies

With these activities, participants developed the sustainability plan (Figure 8.8).

Threats Addressed
Indirect Direct

Sustainability Resources Required

Description Time Money

Activity

Environmental | An environmental education e Lack of con- |e Resource |e The time of e Teaching
education (EE) | curriculum will be developed servation extraction the enter- materials
program for with a local Peace Corps volun- awareness in prise’s staff to for EE pro-
local residents | teer that focuses on conserva- local resi- teach the EE gram
tion issues in Loma Isabel NP. dents program (alt- | e Daily sala-
The course will be taught by e Lack of sus- hough they ries for staff
any of the enterprise’s staff that tainable eco- will be paid) teaching the
complete a short EE training nomic alter- Peace Corps EE program
course, and will require 2 peo- natives (be- volunteer's e Travel be-
ple teaching 4 hours every oth- cause staff time to devel- tween
er Friday during the school will be paid op and train schools on
year. The program will target to teach EE staff in EE bus
school kids ages 10-15 in the program) curriculum
four communities surrounding
the park. The program will also
be presented at community
special events.
Sustainable The establishment of the Loma |e Lack of sus- |e Resource No additional |e No addi-
tourism job Isabel Nature Trail enterprise tainable eco- extraction time outside tional costs
creation will create 20-25 new jobs in nomic alter- of the steps outside of
the communities surrounding natives that will be the invest-
the park. Local residents who taken to es- ment to
are somehow involved in illegal tablish the en- start up the
hunting or illegal logging will be terprise enterprise
targeted with employment with-
in the enterprise, particularly as
naturalist guides, in an effort to
reduce their dependency on
resource extraction.
Trail monitor- In partnership with park man- e Lack of con- |e Resource Support of o Daily sala-
ing and re- agers and a local conservation servation extraction park manag- ries for
search pro- organization, the Loma Isabel awareness in | e Tourism ers and con- guides
gram enterprise will contribute to a local resi- impacts servation or- when con-
monitoring and research pro- dents ganization to ducting
gram in the park. In response to | e Lack of sus- develop moni- monitoring
the park’s lack of funding for tainable eco- toring and re- and re-
park guards, enterprise natural- nomic alter- search pro- search out-
ist guides will be trained to natives (be- gram and train | side of tours
monitor and report illegal activi- cause guides enterprise e Monitoring
ties to park managers. The will be paid guides to equipment
guides will also collect and re- to conduct monitor and e Research
port basic biological data for the some re- research equipment
limits of acceptable change search that The time of
indicators along the trail and in will take the enter-
the park. place outside prise’s guides
of the (although they
Guides will incorporate their time/region will be paid)
monitoring and research activi- of the tours).
ties into the tours themselves
by interpreting their data collec-
tion activities with clients, de-
veloping ways in which visitors
can participate in the research
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program, and sharing results
with visitors.

Figure 8.8. Loma Isabel Sustainability Plan

Develop a Sustainability Plan Budget

The final step in developing a sustainability plan is to budget how much its implementation will
cost. These costs may include salaries, equipment, materials, and trainings.

Table 8.1. Sustainable Plan Costs

Loma Isabel Enterprise All Figures in US §
) Cost per Total Cost
ltem Units Unit (US$) (US$) Notes
[Environmamal Education [@Fﬂr‘lﬂ
EE teacher salanes 100 3 0% 2,000 | $20 per person per 4 hours of work
EE program matenals 1 b 800 | % 800 |Printed materials, props, games
Travel to/from schools 100 3 6| $ 600 |Bus fare = $6/person mound tnp
Subtotal | § 3,400

Monitoring and Ressarch Program

Guide salanes 48 3 40 | $ 1.920 | 340 per guide per 8 hours of work

Monitoring equipment

Backpacks 4 3 25 % 100

VHF madios 4 $ 100 [ $ 400

GPS transmitters 2 L 200 | % 400

Misc. monilonng equipment 1 5 250 | $ 250

Research Equipment

Measuring tools 1 % 100 | % 100

Motion cameras 3 $ 150 | $ 450

Subtotal [ § 3620

TOTAL COSTS| § 7,020

With these costs identified, the enterprise determines what percentage of year-end profits might
be required to support them, something that will be explored in the next section on Financial
Projections. If it appears as if the projected enterprise profits will not be sufficient, the enterprise
has a number of options:

e Increase sales and profits of existing products

e Develop new products (such as conservation-themed merchandise, one of the tourism
conservation strategies)

¢ Solicit funds from other sources that might support sustainability activities
Reduce sustainability activities and costs

Sustainability Costs...Plan Ahead

Many sustainable tourism enterprises rely upon their year-end profits to cover costs associated
with sustainability activities. Because first-year enterprises will not have any year-end profits
saved up, the enterprise will not begin any activities that rely on year-end profit to implement
until the second year of operations.
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Options do exist, though, that may allow investment and may encourage the investment time in
sustainability activities, particularly during the first year of operations.

Revolving Fund: A revolving fund is established for a certain purpose with the stipula-
tion that repayments to the fund may be used anew for the same purpose. In the case of
sustainable tourism enterprise, when soliciting funding from investors for the enterprise’s
start up costs, include the establishment of a revolving fund that would support the en-
terprise’s sustainability activities, particularly in the first year of operations. Then, each
year the enterprise allocates a percentage of year-end profits to repay or even expand
the revolving fund balance.

Award Contributions of Time through Enterprise Year-End Profit Sharing: Establish
a profit-sharing system through which enterprise members earn a percentage of the
year-end profit (also sometimes referred to as “dividends” or “shares”) by contributing
their time to sustainability activities. This encourages member support by rewarding their
time at the end of the year, yet it does not require that money be available while activi-
ties take place. This approach is further explained in the “Financial Planning” section of
the “Tourism Operations & Management Toolkit.”

Summary

Conventional hard-nosed businesses only concern themselves with financial returns, and often
short-term ones at that. Sustainable tourism, on the other hand, assumes the mission of better-
ing the world through the support and promotion of social and environmental goals. As such as
business plan must reflect this Triple Bottom Line orientation by including within its contents a
sustainability plan. This plan identifies conservation and environmental threats and how the
business intends to mitigate, at the same paying heed to the need to pay for such efforts.
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Unit 9: Financial Projections

At the end of this unit, participants will be able to understand:

Why the financial projections is the most scrutinized section of a business plan

Start up costs embody an important part of financial projections

How to calculate fixed asset depreciation costs

How to calculate tour costs, profits, and commissions in a tour cost and price sheet

The principle elements of an income statement, including: key inputs, indirect (adminis-

trative) costs, gross profit and revenue, and net profit and revenue

¢ That a cash flow statement indicates how much money there is at the end of a given
month that allows planners to save cash when it is expected to be low.

e That five-year projections indicate how an organization will grow over the mid-term

Introduction

The Financial Projections section of your business plan will likely be the most scrutinized by in-
vestors. This section must present a detailed and compelling financial forecast for your enter-
prise, the section where the enterprise concept becomes real. The time for descriptive language
and compelling arguments has passed, now only numbers can speak.

Yet those numbers can speak volumes. And be careful, savvy investors easily spot inflated ex-
pectations and unrealistic assumptions. Be thorough and conservative with your financial pro-
jections.

Start Up Costs

The first point of interest for investors is the total costs to start up the enterprise. Organize start
up costs in thematic sections such as infrastructure costs, office equipment, legal fees, promo-
tional costs, etc. The analysis should also detail individual start up costs by providing the unit
guantity of each item, the cost per unit, as well as the total cost (units x cost per unit).
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Loma Isabel Enterprise All Figures in US §

. Cost per Total Cost N
Itern Units Unit {US$) (UsS$) Notes

INFRASTRUC TURE
Trail Infrastructure (wood, hardware ) 1 3 18864 | § 18,864
Visitor's Center - Building (wood, hardware) 1 % 13,786 | % 13,786
Visitor's Center - Roof (palm thatch) 1 5 5000 | 5,000

Subtotal | $ 37 650
[LEGAL FEES | LICENSES | INGURANCE
Business registration costs 1 5 1671 |5 1,671 |One-time cost
SECTUR Tour Operator license 1 3 1114 | 1,114 |One-time cost
Park wood extraction permit 1 L3 1421 | % 1,421 |One-time cost
[ Subtotal | $ 4,207
[ PRCMOTION
Office Signage 3 5 843 pig |
Website 1 5 5000 | 5 5,000
Sales Catalogs / Promo CDs 600 3 6% 3,870
FAM Trips 15 5 250 | % 3,750
Trade shows 3 L3 1000 | 5 3,000
T-Shirts 250 $ 515 1,250
Hats 125 5 8% 938
Banners 4 3 150 | 3 600
Business cands 500 3 020 | % 100

Subtotal | $ 18,758
[EGINPRENT
Compuler 1 5 11479 | § 1,179
Pnnter 1 3 55 | % 55
Generalor 1 E3 1259 | $ 1,259
Freezer 1 5 370 | 3 370
Remdgerator 1 3 539 | 5 539
Kitchen Equipment 1 5 IraR] Tr2
Tables 8 3 50 | % 398
Chairs 40 3 17 | % 663

Sublotal | $ 5,235
[CONSTRUCTION COETS =
Meals for community members during trail o 650 $ 5% 3,250
Transportation costs for construction materig 4 5 1330 | $ 5,320

Subtotal | $ B.570
| TELEPHONEANTERNET
Codetel - Office phone Intalation 1 3 250 [ % 250 | One-ime cost
Internet Installation 1 L3 330 | % 330 |One-fime cost

Subtotal | § 580

TOTAL COSTS| § 74,999

Figure 9.1. Start Up Costs

Fixed Assets and Depreciation

Fixed assets are items of value that the enterprise has purchased and will use for an extended
period of time. Fixed assets normally include land and infrastructure, motor vehicles, furniture,
office equipment, computers, etc.

Most fixed assets constantly lose value through continued use and increasing age. Eventually,
those fixed assets need to be replaced. Depreciation is the concept that describes fixed asset
devaluation over time. Stated differently, depreciation means subtracting a little bit of value from
fixed assets each year until it's the residual value or salvage value or the price for which the en-
terprise could sell the asset or its parts is no longer useful to the business.
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To calculate depreciation of nearly all of fixed assets, use a standard straight-line depreciation
formula:

Total Original Cost — Besidual Value

Depreciation =
Usclul Life
Loma Isabel Enterprise
3-10 Year Lifespan
- _ Useful Life Residual f Straight Line
Itemn Quantity | Cost per Unit| Total Cost {years) Salvage Value Deprediation
Computer 1 $ 1179 | § 1,179 5 $ 100 | $ 216
Printer 1 $ 55| % 55 5 $ - $ 11
Generator 1 $ 1299 | $ 1,259 8 $ 100 | $ 145
Freezer 1 $ 370 [ § 370 6 ¥ 5 | % 53
Refridgerator 1 $ 539 | $ 539 8 $ 5 | $ 61
Kitchen Equipment 1 $ LA E 772 10 $ - $ 77
Tables 8 5 50 |3 398 10 $ 50 |3 35
Chairs 40 $ 17| % 663 5 $ - $ 133
Trail Infrastructure 1 5 18864 | $ 18,864 8 $ - 5 2,358
Visitor's Center - Building 1 $ 13,786 | $ 13,786 10 $ 1,300 | $ 1,249
Visitor's Center - Roof 1 $ 5000 | $ 5,000 8 $ - 3 625
Total Fixed Assetsl 3 42884 | Total Annual Deprediation Costsl 3 4,962

Figure 9.2. Fixed Assets/Fixed Line Depreciation Costs

Consider the following example. A company buys a boat motor for $10,500. If staff takes care of
the motor by giving it regular maintenance (which is not a depreciation cost but rather are indi-
rect costs), the motor could last eight years. In addition, the old motor could yield parts worth
$150 at the end of those eight years. Therefore, the depreciation calculation looks like this:

Depreciation = (Total Original Cost — Residual Value) / Useful Life
Depreciation = ($10,500 - $150)/8

Depreciation = $10,350/8

Depreciation = $1,293.75

Thus the enterprise must save $1,293.75 every year (putting it in a bank account) in order to
have those funds available to buy a replacement motor at the end of eight years.

Include Depreciation Costs

A big mistake made by new tourism enterprises is not considering depreciation and saving
funds to replace fixed assets over time. Depreciation is often the single largest indirect cost of a
tourism enterprise. This is particularly common in international development projects where do-
nors provide grant funds to build infrastructure, buy expensive equipment and other fixed as-
sets. The original purchase of these fixed assets may not have cost the enterprise anything in
this scenario, but what happens when the fixed assets need replacement and the international
donor is long gone? The tourism enterprise must calculate and save for these inevitable ex-
penses.
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Tour Cost and Price Sheet

The next financial projection to discuss is the Tour Cost Price Sheet. Earlier, we discussed tour
costs and pricing. The Tour Costs and Price Sheet contains costs and pricing information for all
tour products and services.

The Loma Isabel Tour Cost and Price Sheet example (Figure 9. 3) has a few important aspects
to point out.

Total Costs + Profit (20%) (Rows 16-17): This equation is calculating the initial price of the
tour product by totaling all of the costs and adding a profit margin using the following calculation:

Price = total costs / 1 — profit margin

For example, in the Loma Isabel Tour Costs and Price Sheet this calculation is highlighted for
“Product 1: Exploration Hike” in row 17 to calculate the price for 1 pax using a 20% profit mar-

gin:

Price = total costs / 1 — profit margin
Price =$ 130.75/1-.20

Price =$ 130.75/.80

Price = $ 163.44

Final Price Groupings (Row 20): The enterprise is using a single fixed price of $50 per person
for all hiking tours. Because they use a single fixed price, they require a minimum of four pax to
reach their target 20% profit margin. BUT, since their market research has shown that group
sizes will average eight pax, this should not be a problem.

Total Profit (Rows 21-22): The actual profit is calculated using the following formula:

Total Profit = (Final price x number of pax) — Total Costs

Total Profit Margin (Rows 23-24): The actual profit margin is calculated using the following
formula:

Total Profit Margin = Final price x number of pax
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Figure 9.3. Tour Cost and Pricing Sheet for Loma Isabel Enterprise.
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Income Statement

The most complex and telling financial projection is the Income Statement. This spreadsheet not
only contains projected revenue and expense (which in turn result in either profit or loss), but
should also clearly illustrate key inputs used to calculate those projections.

Consider an example of an income statement from the Loma Isabel enterprise (Figure 9.4) as
well as a number of important aspects of this spreadsheet.

Key Inputs: In order to project the volume of clients the enterprise will manage during the year,
it is important to include key inputs such as total pax (which can be divided into target market
segments) and seasonality shifts in the number of pax arriving each month.

For example, in the Loma Isabel Income Statement the enterprise researched the total number
of visitors to the Loma Isabel National Park the previous year, both domestic residents (cell G5)
and international visitors (G6). Furthermore, the enterprise has decided it can capture 1% of the
total domestic residents (K5) and 3% of the total international visitors (K6). Multiplying these two
numbers together produces the total number of projected domestic pax (O5) and international
pax (O6) that the enterprise expects will buy its hiking tours.

Seasonal Fluctuation in Overall Pax Volume: Next, the enterprise has researched the sea-
sonality of visitation to the national park, and has included a monthly percentage of the total an-
nual visitation in the key inputs section (row 8). Using these monthly percentages and the total
annual visitation for both domestic and international visitors, the enterprise then calculated the
projected total number of pax in each of these two groups for each month of the year (rows 10—
11).

Projected Tour Preference: Then, the enterprise projected the total percentage of each of its
four tour hiking products versus each other (H14—-H17).

Projected Tours/Tour Groups: Based on extensive market analysis, the Loma Isabel enter-
prise is confident its tour groups will average eight pax. Therefore, the key inputs section also
includes the average (and rounded) number of tours/tour groups per month (rows 22—25) based
on the overall pax data above it.

Revenue from Tour Sales: With this key data defined, the Income Statement then calculates
revenue based on two factors for each tour product; the total number of groups per month for
that tour product multiplied by the total profit for that tour product (which is drawn from the Tour
Cost and Price Sheet) for that group size. For example, to calculate the gross profit of the Prod-
uct 1: Exploration Hike for the month of January, the Loma Isabel Income Statement multiplies
the number of groups that month for that product (8 groups — cell 122) by the total profit for that
tour when then there are 8 pax ($99.00 — cell K22 in the Tour Cost and Prices spreadsheet) to
get the total tour sales for that product for that month of $792.00.

Revenue from Beverage Sales: In addition to tour sales, Loma Isabel is also counting on rev-
enue from the sale of beverages as well as merchandise to tour clients. Both are calculated the
same way in the Income Statement. First, the cost per unit of that item is included (column D).
This is the cost of the raw product to the enterprise. The profit margin per unit is included next
(column E). Using the standard pricing formula (= cost/[1 — profit margin]), the price per unit is
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included next (column F). Then, the profit per unit is calculated using the standard formula (=
price — cost) (column G). Finally, the Income Statement asks for the percentage of total pax pro-
jected to buy that particular item (be it a soda, t-shirt, postcard, etc.). For example, in January
the Income Statement projects that for T-shirt sales (with a profit of $5.00 per T-shirt), 10% of
the total pax for that month (152 pax) will buy a T-shirt, thus generating $76.05 for that product
for that month (= $5.00 x 152 x 10%).

Gross Profit: This section simply totals all revenue sources (i.e. tours, beverages, and mer-
chandise) per month.

Indirect Costs for Administration: This includes all monthly or annual indirect or administra-
tive costs. These are the non-tour costs to operate the tourism enterprise regardless of tours
sold. Examples include phone, travel, promotion, as well as depreciation costs (drawn directly
from the Fixed Assets/Depreciation spreadsheet).

Net Profit/Loss: At the very bottom of the Income Statement is the most interesting information
in this particular spreadsheet. The Net Profit/Loss calculation subtracts all indirect administrative
costs from total revenue to see the remainder at the end of each month (and over the course of
the year). There are some months when there is a margin of net loss as low as19% (in Febru-
ary) while some months have a net as high as 52% (the very next month in March). This is be-
cause tour revenue changes each month based on the seasonality of tour volume, while most
indirect costs remain constant throughout the year.
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Figure 9.4. Income Statement —Year One.
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Cash Flow Statement

Fluctuating tour revenue and consistent indirect costs requires that the enterprise develop the
next financial projection called the cash flow statement. The cash flow statement essentially pro-
jects how much actual money is on hand (or in a bank account) at the end of each month based
on revenue and cost projections of the Income Statement. Looking at the Loma Isabel Cash
Flow Statement (Figure 9.5), all revenue and cost categories and figures should look familiar;
they come from the Income Statement. The last row of the spreadsheet titled Ending Cash Bal-
ance is most revealing. This shows the cumulative monthly balance of the enterprise’s cash re-
serves based on each month’s profit or loss. The first two months show a negative cash balance
for the enterprise (remember, January and February are the enterprise’s slowest months) with
February showing a negative balance of -$526.25, while the rest of the months have a positive
cash balance. In terms of financial planning, this means that Loma Isabel needs to set aside
some cash for the first year of operations, particularly the first few months, because that extra
cash will pay the bills.
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Figure 9.5. Cash Flow Statement — Year One.
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Five-Year Projections

The last financial projection to include in the business plan is a five-year projection. This state-

ment projects financial trends of tourism products and services further into the future to show
long-term potential of the tourism enterprise.

This endeavor requires first some overall assumptions about the trends of revenue and expens-

es. In the Loma Isabel Five-Year Projections statement, for example, revenue is projected to

increase 20% on average each year (and the financial projections reflect this steady increase in
sales). On the expenses side of the equation, Loma Isabel projects that indirect costs will also
increase each year but at a steady rate of 10% (to reflect inflation).

The Five-Year Projections statement can also include additional costs for which the enterprise
may want to plan such as contributions to social or conservation projects. In the case of Loma
Isabel (Figure 9.6), the enterprise is contributing 50% of its year-end net profits (what is left after
all bills are paid) to its Sustainability Plan that includes an environmental education program and

a monitoring/research program. The projected costs for the first year of the sustainability plan

(which in this case will be year two of business operations since the sustainability activities de-
pend on year-end profit) were $7,020. Based on the five-year projections statement, it appears
as if the enterprise’s revenue and profit should be enough to support those costs.

Loma Isabel Enterprise
Based on 20% annual increase in sales volume and 10%

annual increase in fixed & variable cosis Veer i feags [carks R e
REVENUE
NET SALES
Tour Sales
Product 1: Exploration Hike $9.900.00 $11,880.00 $14 256.00 $17.,107.20 $20,528.64
Praduct 2: Loma Isabel Summit Hike $4,851.00 $5,821.20 $6,985.44 5838253  $10,059.03
Product 3: Summit Overlook Hike $11,270.00 $13,524.00 $16,228.80 $19,474.56 $23,368.47
Product 4: Mountaineer's Hike $5,635.00 $6,762.00 $8,114.40 $9,737.28 $11,684.74
Total Tour Sales $31,656.00 $37,987.20 $45,584.64 $54,701.57 $65,641.88
Non-Tour Sales
Beverages $1,169.13 51,402.95 $1,683.54 $2.020.25 $2,424.30
Merchandise $4.800.88 §5,761.05 $6.913.26 $8,295 91 $9,955 09
Total Non-Tour Sales $5,870.00 $7,164.00 $8,596.80 $10,316.16 $12,379.39
Gross Sales $37,626.00 $45,151.20 $54,181.44 $65,017.73 $78,021.27
GROSS PROFIT
Gross Profit $37,626.00 $45,151.20 $54,181.44 $65,0117.73 $78,021.27
EXPENSES
INDIRECT COSTS (ANNUAL)
Phone 5300.00 $330.00 $363.00 $399.30 $439.23
Internat $300.00 $330.00 $363.00 $299.30 $438.23
Travel 5600.00 $660.00 $726.00 $798.60 $878.46
Office Supplies 5600.00 $660.00 $726.00 $798.60 $878.46
Depreciation (from fixed assets) $4 962 .23 §5,458 45 $6.004.30 $6.604 73 $7.265.20
Legal Fees / Insurance $1.450.00 51,595.00 $1,754.50 $1,929.95 $2,122.95
Maintenance (non-fixed assets) $1,800.00 $1,980.00 $2,178.00 $2,395.80 $2,635.38
Promotion $1.200.00 51,320.00 $1.452.00 $1,597.20 $1,756.82
Rent $3,000.00 §3,300.00 $3,630.00 $3,993.00 $4,392.20
Salaires $9,000.00 $9,900.00 $10,890.00 $11,979.00 $13,176.90
Total Fixed Costs $23,212.23  $25,533.45  $28,086.80  $30,895.48  $33,985.02
NET PROFIT BEFORE TAXES
$14,413.77 $19.,617.75 $26,084.64  $34,122.25 $44,036.25
TAXES
NET PROFIT AFTER TAXES
© $14,413.77 F $19,617.75 ¥ $26,084.64 © $34,122.25 ¥ $44,036.25
NET PROFIT MARGIN
38.31% 43.45% 48.16% 52.48% 56.44%
Sustainability Plan Contribution (50% of net profit)
OTHER COSTS |
Sustainability Plan Contribution $7,206.89 $9,808.87 $13,047.32 $17,061.13 $22,018.12

Figure 9.6. Five-Year Income Projection
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Summary

The financial projections section is likely the most scrutinized part of any business plan. Alt-
hough both sustainable tourism promoters and supporters require that the enterprise reap Triple
Bottom Line returns, no business, sustainable or otherwise, will reap any kinds of returns if it
cannot demonstrate financial growth. To demonstrate such growth potential, a business plan
must accurately define its financial outlook, taking into consideration start up costs, deprecia-
tion, cash flow, business model, and five-year projections. These elements must work in concert
to convince investors that this proposal is worthy of their investment.
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Glossary

Biodiversity: The degree of variation of life
forms within a given ecosystem, biome, or
an entire planet. Biodiversity is a measure
of the health of ecosystems.

Board of Directors: A body of elected or
appointed members who jointly oversee the
activities of a company or organization.

Business vs. Enterprise vs. Venture Simi-
lar terms that are generally used to describe
an initiative or an undertaking. Used inter-
changeably throughout this document.

Cash Flow Statement: A financial state-
ment that reports the cash generated and
used during a specified time frame and its
affect on the balance sheet.

Commission: The fee that an intermediary
(tour operator, travel agent, hotel, etc.)
earns when they sell a tour products.

Depreciation: The decline in the value of
fixed assets.

Demographic Information: Considerations
such as age, ethnicity, income, gender or
other elements of the composition of the
group of people.

Direct Sale: When a product or service is
sold to the client by the same enterprise
providing the product or service.

Equity: A value of ownership in a business.

Profit distribution and voting rights are often

determined based on the amount of equity a
partner owns.

FAM Tour: A trip offered as a prize, usually
by a company to stimulate sales or produc-
tivity.

FITs: Free and Independent Travelers.
Fixed Assets: Items of value that an enter-
prise has purchased and will use for an ex-
tended period of time. Fixed assets normally
include items such as land and buildings,
motor vehicles, furniture, office
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equipment, computers, fixtures and fittings,
and machinery.

Gantt Chart: A bar chart outlining activities
of a project, when they occur, as well as any
dependency between the activities.

Gross Profit: The difference between reve-
nue and the cost of making a product or
providing a service, before deducting over-
head, payroll, taxation, and interest pay-
ments. Gross profit = Net sales — cost of
goods sold.

Gross Sales: TOTAL sales (minus any cus-
tomer discounts) and prior to deducting any
direct or indirect costs.

Inbound Tour Operator: A “domestic” tour
operator who is based in the destination
country.

Indirect Sale: When an intermediary, such
as a tour operator, travel agent, or hotel,
sells a tour product or service to the client.

Itinerary: The travel schedule or package
tour provided by a travel representative to
his or her client. A proposed or preliminary
itinerary may be relatively vague. A final
itinerary, however, spells out all the details,
i.e. flight numbers, departure times, etc., as
well as describing planned activities.

Market Segment: A group of buyers that
share similar purchasing characteristics.

Marketing Mix: The standard contents of a
sales and marketing strategy, commonly
referred to as the "4 Ps": Product, Place-
ment (or distribution), Price, and Promotion.

Net Profit: The difference between revenue
and ALL costs of making a product or
providing a service including overhead, pay-
roll, taxation, and interest payments. Net
income = Gross profit — total operating ex-
penses — taxes — interest.
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Net Rate: The rate offered to intermediaries
like travel agents and tour operators that
can be marked up to sell to the customer.

Outbound Tour Operator: An “internation-
al” tour operator who is based in the country
from which visitors/clients are originating.

Pax: A travel industry term that means cli-
ents or visitors. One pax, two pax...

Porter’s Five Forces Analysis: A frame-
work for industry analysis and business
strategy development formed by Michael E.
Porter of Harvard Business School in 1980.
It draws upon Five Forces that determine
the competitive intensity and therefore at-
tractiveness of a market.

Products: Products are the physical goods
that are sold to customers.

Profit: The portion of revenue the remains
after accounting for all direct and indirect
costs.

Income Statement: A financial statement
that summarizes the revenues, costs and
expenses incurred during a specific period
of time - usually a fiscal quarter or year.

General Assembly: The highest policy-
making body of a business cooperative and
the final authority in the management and
administration of the affairs of the coopera-
tive. General assemblies are normally com-
posed of members who are entitled to vote.

Rack Rate: The rate quoted to the public.

SAVE Tourism: Scientific, Academic, Vol-
unteer, and Educational tourism.

Services: Services are the activities provid-
ed for the satisfaction of needs or desires of
your clients, they are often intangible, that
is, not physical objects, though the provision
of a service may often require the use of
materials.

SMART Goal: Goals that are Specific,
Measurable, Attainable, Relevant and Time-
bound.

Social Enterprise: An organization or ven-
ture that advances its social mission
through entrepreneurial, earned income
strategies. For a social enterprise, profit is
not the point of the business but the means
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by which the enterprise supports a philan-
thropic mission.

Supply Chain: The system of businesses,
people, and technology that moves a prod-
uct or service from a supplier to a customer.

SWOT Analysis: A strategic planning
method used to evaluate the Strengths,
Weaknesses, Opportunities, and Threats
involved in a project or in a business ven-
ture.

Target Area: Within this document, our tar-
get area is the place where our business is
being established. That may be a protected
area, a community, and a region of the
country or any geographic area. This is also
referred to as the “site” throughout this unit.

Target Market: The target market for a
product or service is the subgroup of con-
sumers you are targeting with the sale of
that product or service.

Tour Operator: A company that creates
and/or markets inclusive tours and/or per-
forms tour services and/or subcontracts
their services. Most tour operators sell
through travel agents, wholesalers, and di-
rectly to clients.

Triple Bottom Line Approach: Measuring
success not only by economic returns, but
by ecological and social returns as well.
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Annex: Loma Isabel Business Plan Sections

Site Description/Background

La Loma Isabel de Torres was originally named Montafia de Plata by Christopher Columbus
himself, in fact, the city of Puerto Plata over which the Loma Isabel de Torres stands guard
draws its name from the mountain’s original name. The Loma Isabel de Torres was declared a
natural monument, category 3 national park in 1999 after several changes in designation. It
stands 799 meters above sea level just southwest of the Puerto Plata’s urban center. Currently,
Dominican and international visitors can reach the top of the mountain by cable car where they
are rewarded with panoramic views of Puerto Plata’s harbor and the old Spanish fort that once
guarded it, the city, and the Atlantic coastline.

The mountain itself holds a spectacular biodiversity. Its
steepness and the damp sea breeze that constantly
blows from the northeast sustain a cloud forest near the
top of the mountain. The average temperatures are 5—
10 degrees Celsius cooler than low-lying tropical forest.
The brunt of this wind hits a dwarf forest. Thirty-seven
species of birds, 13 of which are endemic to the island,
and 594 species of plants, in addition to the bats, liz-
ards, snakes, and insects call the Loma Isabel de
Torres home. There is even a local legend that a drag-
on lairs in the mountain’s peak.

Need Statement {

The communities that surround the park have
found themselves increasingly marginalized as the
farming lands that traditionally provided them live-
lihood have been incorporated into the protected
area. In addition, sprawl from Puerto Plata have
swallowed up swaths of fields. This has led to a
high rate of unemployment and some displace-
ment of communities. Tourism, the main driver of
the regional economy, has not yet been an economic alternative to these communities, cut off
from traditional incomes and newer industries. Some community members continue to use pro-
tected areas in spite of increasing enforcement, posing a conservation threat while simultane-
ously creating conflicts with the environmental ministry.
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Mission Statement

The Loma Isabel Nature Trail will be a community-
managed tourism business that will offer one-day hiking
tours to Loma Isabel de Torres National Park. The
business will promote conservation and improve liveli-
hoods for local communities in and around the park
through the creation of a sustainable nature-based tour-
istic business.

The creation of a community business anchored by a nature-based hiking trail and visitor inter-
pretative center will form linkages between the community and the tourism sector. The commu-
nity business will directly create 10-20 jobs for community members and opportunities for train-
ing and capacity building that will lead to additional employment. Community members will be
employed as managers, interpretive nature guides, cooks, servers, artisans, sales staff, and
even park guards.

These activities will provide economic alternatives to illegal agriculture within protected areas.
The community businesses will also create financial resources for social and environmental pro-
jects, selected and implemented by community members with support from local non-
governmental organizations (NGOSs). In addition to the direct benefits, the community will indi-
rectly benefit by being linked to region’s principal economic sector, tourism.

Business Description
Products and Services

The business will offer three primary product lines: hiking tours, food service, and sale of arts &
crafts and branded merchandise. The “anchor” product of these three lines will be guided hiking
tours through Loma Isabel de Torres. Hiking tours will produce an estimated 71% of gross profit
and be the focus of marketing and sales strategies. The other product lines will complement this
product. The four initial tour offerings follow.

Product 1: Exploration Hike

Visitors will arrive at the tram and meet their guide who will ac-
company them on the cable car to the top of the mountain. After
taking pictures and viewing the top of the Loma lIsabel de
Torres, the group will begin a hike of 3—4 hours to the base of
the mountain. Along the trail, the guide will point out the numer-
ous native and endemic species of plants, birds, and other wild-
life. There will be rest stops and scenic views along the way.
The community business plans to construct a visitor center
where visitors will view interpretive displays and can purchase
beverage and snacks, branded souvenirs, and postcards.
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Product 2: Loma Isabel Summit Hike
At the base of the mountain, visitors will
meet their guide who will lead a tour of
the interpretive displays where visitors
can purchase merchandise. The group
will then begin a 4-5-hour hike from the
base of the mountain nestled in the Los
Dominguez community to the top of La
Loma Isabel de Torres. The guide will P " il :
point out local and endemic species with — —_— m—
numerous stops along the way. Once at

the top of the Loma Isabel de Torres, the visitors will be able to take photos and enjoy the views
before taking the cable car down to the tram where transportation will take them to their hotels.
An alternative will be offered in the future in which transportation will take visitors back to the
visitor center in the Barrio Los Dominguez for a meal.

Product 3: Overlook Nature Hike

Visitors will arrive at the base of the mountain in the
Barrio Los Dominguez where they will meet their guide
and depart on a shorter interpretive hike from the na-
ture center to the scenic overlook where the guide will
point out interesting bird and plant species. Visitors will
rest and take photos at the overlook before heading
back to the base of the mountain where transportation
will then take visitors back to the hotel or up to the
tram. Future phases of the business will include a visit
to the visitor center to purchase drinks or snacks, as
well as branded merchandise, and works of local artisans.

Product 4: The Mountaineer’s Hike

Visitors will arrive to the base of the mountain in the Barrio Los Dominguez where they will meet
their guide and depart on a relatively long hike from the bottom to the top of La Loma Isabel de
Torres and back down again. This hike will include several rest stops and the guide will point out
interesting wildlife along the way. This hike will take 6—7 hours. Once back at the base of the
mountain transportation will take visitors to their hotels. In future phases of the business, hikers
will be able to buy snacks and drinks, as well as branded merchandise, and view an interpretive
display at a visitor center.
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Additional products will be developed to complement the nature-based trail hiking excursions
including the sale of locally grown fruits and coffee, locally made artisan products, branded mer-
chandise, and potentially, a community restaurant — all of which will be offered in Barrio Los
Dominguez.

Business Structure

A local community manager will have day-to-day management responsibility of the community
business. Several partner organizations, such as the DSTA led by Solimar International, will
provide in-depth technical training and assistance for the creation and management of the busi-
ness. The Centro de Promocién y Solidaridad Humana (CEPROSH), the Cluster Turistico y Cul-
tural de Puerto Plata (CTCPP), and the Federation of Neighborhood Councils (In Spanish, Fed-
eracién de Juntas de Vecinos) will also support the community business in its first year of op-
erations.

Together CEPROSH, the Puerto Plata Cluster, and the Federation of Neighborhood Councils
will work with SEMARENA to regulate the park. These regulations will include the frequency of
trail monitoring, safety measures, a park entrance fee, and the approval of new infrastructure
inside the protected area, among others.

CEPROSH will own the business under a stewardship agreement with the Federacién de Jun-
tas de Vecinos. As such CEPROSH will approve business decisions, such as pay rate changes,
prices for excursions, product line changes, among other internal decisions. It as well will own
the assets and the business itself, with all profits not reinvested in the business going towards
conservation and community development projects. The communities situated at the base of the
Loma Isabel de Torres will be direct beneficiaries of the business and indirect beneficiaries of
social programs and conservation efforts. The Federation of Neighborhood Councils will form
work groups to build and maintain infrastructure as well as cleanup and stewardship of the trail.

CEPROSH and the community mentor and manager will receive the technical assistance pro-
vided by the DSTA-Solimar International so that within one year the community group will fully
manage the business with only minimal support from outside actors.

The general manager will be
selected from the community
and trained through an inten-
sive six-week course devel-
oped and implemented by So-
limar International. This man-
ager will oversee daily opera-
tions including the manage-
ment of staff, tours, cash flow,
payments, of trails and facili-
ties, reporting, and product
promotions.

A tourism mentor will accom-
pany the manager during train-
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ing sessions for at least the first year of operations. The mentor will have substantial experience
in the tourism enterprise management.

All profits from the business will be reinvested first in the business and second in a fund to de-
velop the community and protect ecosystems that provide the foundation for the business. The
communities immediately adjacent to the Loma Isabel de Torres will send members to a com-
mittee that will select development and environmental projects coordinated with SEMARENA.

Market Analysis

Puerto Plata, as a tourism destination, has been in decline for some time. However, the destina-
tion still enjoys the arrival of over 500,000 international tourists each year. These tourists come
32% from Canada, 23% from the UK, and 21% from the United States. Germany and France
make up another 7% and 5% respectively. All together, these five countries constitute almost
90% of foreign arrivals.

These visitor data indicate that nearly 77% of visitors to Puerto Plata are English-speaking. The
remaining 10% of international visitors to the region are divided among over 50 countries. In
2008, Puerto Plata received over 540,000 international, non-resident visitors and over 54,000
visited the tram in the National Park La Loma Isabel de Torres. The region’s next most visited
natural attraction after the park is the 27 Waterfalls of the Damajuagua River with 38,000 visi-
tors. (www.27charcos.com). Including Dominicans, visitation of the Loma Isabel de Torres
jumps to over 100,000 visitors annually.

Recent market research conducted by tourism consultants in 2010 from The George Washing-
ton University's found that 25% of visitors to the Loma Isabel de Torres expressed high levels of
interest in a nature-based, guided trail excursion in the mountain and national park. This repre-
sents a potential latent market of 25,000 visitors annually for the trail business.

These visitors reported an average willingness to pay for a nature-based excursion of US$35,
which does not include transportation or additional purchases. Most other outdoors excursions
in the area cost $80—$90 per adult when purchased from tour operators and in hotels implying
that this willingness to pay may in reality be higher. According to Central Bank statistics, tourists
in the Dominican Republic spend, on average, US$110.35 a day.

Market Segments

Promotional activities should focus on four primary market segments — two of which are inter-
national markets and two of which domestic. The two primary international market segments are
all-inclusive resort tourists and independent travelers. The two primary domestic market seg-
ments include residents and school/youth groups. The following is a brief profile of these target
market segments.

All-Inclusive Resort Tourists
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All-inclusive resort tourists make up the largest portion of the tourism market in Puerto Plata,
and therefore impossible to ignore. The interests in the Loma product by all-inclusive resort tour-
ists tends to focus more on the nature-based aspects of the tours, and less on the physically
demanding aspects. Therefore, shorter and less strenuous hiking options would be ideal for this
target market. Increasing visitation to a number of nature-based activities offered in the region,
including the 27 Waterfalls, numerous Jeep Safari excursions, and Yasika Zip Line supports this
analysis that the all-inclusive market prefers low exertion nature-based tourism experiences.

This all-inclusive resort tourist segment use excursions offered by the resort and do so in larger
groups.

Independent Travelers

Based on data collected by the Puerto Plata tourism cluster, there is an increasing number of
international independent travelers to the region. These travelers report more interest in physi-
cally demanding touristic activities. Twenty-five percent of non-resident visitors (e.g. tourists)
surveyed at the tram had planned their visit independently and also expressed a high level of
interest in hiking up and down the Loma (6—8 hours) compared to just over 11% for visitors who
booked their excursions through tour operators.

Independent travelers typically stay in Cabarete and Sosua; therefore, transportation would be a
logistical necessity for their tours. Such survey data also indicates that these two locations
would be ideal for targeted promotional activities.

Domestic Residents

Reported demand among Dominican visitors for more physically challenging activities was ra-
ther low, with under 5% of domestic visitors expressing interest in hiking activities (although
over 60% of domestic visitors surveyed expressed interest in the wildlife-viewing aspects of
guided hiking tours). Domestic visitors often have their own transportation and tend to come
alone or with only one companion. The small group size of this market segment presents a fi-
nancial challenge as well when considering their slightly lower reported willingness-to-pay for
hiking tours and the lower profit margins associated with operating the tour with smaller groups
(less than 4-5 pax).

School/Youth Groups

Qualitative data on the school/lyouth group market segment was collected through interviews
with local stakeholders. Based upon those interviews, the potential for this market segment is
high. Local schools already make field trips to the Loma Isabel de Torres, and there are numer-
ous other local youth groups including the Scouts, youth groups at local churches, and local
youth volunteer organizations. All of these groups present an opportunity for repeat visits from
large groups. Prices may need to be lowered to accommodate this segment, however given the
large size of such groups, this discount would not have any significant negative impact on profit
margins.
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Competition Analysis: Competing Products

La Demajagua - 27 Charcos

The primary competition for the Loma Isabel product is the 27 Waterfalls (27 Charcos) at La
Demajagua. Located about 30 minutes outside of Puerto Plata, 27 Waterfalls offers visitors the
chance to scramble up and jump down a series of waterfalls and natural limestone pools. The
Demajagua River route is complemented by a hiking trail if visitors do not wish to scramble up
waterfalls. The destination has been in operations for nearly 20 years, though only 4 years with
an official tourism license. Recently the guide association reached a co-management agree-
ment with SEMARENA which permitted it to secure investment for greatly improved infrastruc-
ture and facilities. The visitor reception area now includes a large, well-maintained parking lot,
open reception desk, offices, a restaurant, bar, and gift shop.

The product will directly compete with Loma Isabel with its hiking trails and its adventurous and
active product offering. However, 27 Waterfalls offers much less in terms of interpretation, there
are more crowds and fewer opportunities to interact with local flora and fauna. The two products
differ in their focus within that natural setting. 27 Waterfalls focuses on adventure and the Loma
Isabel product focuses on wildlife and interpretation.

The 27 Waterfalls pricing, of US$8-$16 per visitor, would make price-based competition a con-
cern if tour operators did not typically sell the excursion (which is also packaged with transporta-
tion) in hotels for between US$45-$90. However, for FIT and local markets, who do not typically
depend on tour operators to book excursions, price differences may be an issue.

The 27 Waterfalls product would pose serious competition to the Loma Isabel product, however,
if not for the drowning deaths that occurred very recently when a flash flood swept away two
Canadian tourists. This has hurt the credibility of the product and has raised concerns with the
tour operators and hotels offering 27 Waterfalls, which may create opportunity for Loma Isabel.

Iguana Mama

Iguana Mama is an established local tour operator based in Cabarete. It offers a range of na-
ture-based and adventure tours including mountain biking, kayaking, scuba diving, and snorkel-
ing tours. The company also offers guided hiking tours on La Loma Isabel making them the only
existing direct competitor. However, interviews have indicated that for tourists this is not a popu-
lar product due to the price, which is set at $85 for a day-long tour.

The company has been open since the early 1990s and has changed ownership four times. The
current owners have been leading Iguana Mama for three years now and have continued the
success of the tour company. A small-sized business with eight full-time employees, Iguana
Mama focuses solely on the free and independent traveler (FIT) markets in Cabarete and Sosua
through their website, Facebook page, fliers, word of mouth, and store front in Cabarete. Iguana
Mama probably represents one of the largest competitors because of their solid reputation and
established market base. They have received excellent reviews from a number of reputed travel
guides in the past and are touted as the only adventure tour operator in the Dominican Repub-
lic.
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Yasika Zip Line

Yasika Zip Lines, a new company in Puerto Plata, has only been open for about a year and a
half. The product offers a 30-45 minute zip line tour about 45 minutes from Puerto Plata in a
rural, quaint community. Owned by a Dominican businessman, the company employs about 14
people with all but two being from the local community. Costa Rican zip line experts with high
safety standards completed the construction of the zip lines and guide training. Additionally, the
business is accredited through strict British insurance programs as well as having supplemental
insurance for their trucks.

Yasika has contracts with international tour operators to market to the all-inclusive resort mar-
ket. They also market to FITs through their website and billboards but are restricted in their pric-
ing policy by the international tour operators. The operators, not wishing to be undersold, have
pressured Yasika to keep their prices high for independent tourists. Although this is beneficial
for Yasika in terms of profit per tourists, it restricts access to the lower-end domestic market.

In terms of adventure, Yasika is a competitor for the Loma Isabel product. However, the Loma
Isabel visitor center and trails will compete both on quality of its natural area, as well as on price
if they choose a marketing model more like Damajagua (described in more detail in the Market-
ing Recommendations section below). Additionally, Yasika management is open to partner-
ships, which may help to leverage resources for more efficient marketing.?

Jeep Safari

There are various safari excursions offered in the Puerto Plata area including “Off Road Adven-
tures” and “Puerto Plata Runners.” Currently these excursions are very popular among the all-
inclusive market segment.

Off Road Adventures offers a safari excursion on two-person dune buggies, while Puerto Plata
Runners offers excursions on a large truck (with other operators offering similar excursions on
ATVs). The activities include some wildlife viewing and home visits. However the motorized ex-
perience does not afford the kind of direct and close encounter with nature offered by the Loma
Isabel product. These safari excursions often have contracts with tour operators and do not
market to FIT or domestic visitors.®

2 Peralta, Cesar (Business Owner), Interview with Frances Grullon, Jessie McComb, Elizabeth Weber, June 19, 2009.
% paulino, Abel (Business Owner), Interview with Carla Campos, Jessie McComb, June 20, 2009.
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Annex: Dominican Treasures Business Plan Sec-

Business Description

One of the greatest challenges that small and medium-sized tourism enterprises face is how to
link their products to national and international markets. Unfortunately, many of these business-
es fail for the following reasons:

e They lack the capital required to pay for registration fees and legal services required to
sell tourism products, as well as money for marketing materials and mechanisms such
as websites, print promotion, and advertisements which are essential to promote their
products.

¢ They lack the training to deliver high quality, multi-lingual customer services and sales
support.

e They lack the technology such as web-based communication, reservation, and pay-
ment systems.

e The lack the knowledge of how to introduce their products to the worldwide network of
tour operators, wholesalers, tourism media outlets, travel writers, and online travel sites.

Many tourism enterprises supported and developed through the Dominican Sustainable Tourism
Alliance (DSTA) Innovation and Fondos Destinos grant programs, as well as enterprises within
the clusters themselves, face these same challenges. And the challenges are real. One does
not need to look beyond the Caribbean region, nor the DR itself, to find tourism project after
tourism project failed due to an inability to link products to national and international markets.

The Dominican Treasures Tourism Network will offer a diverse set of demand-driven tourism
products and services, including individual member products, packaged itineraries of multiple
member products, a SAVE tourism program, and merchandise, all of which will allow the net-
work to tap into a wide range of revenue sources.

Products & Services

1. Individual network member tour products that primarily target Free and Independent
Travelers (FITs)

During the first year of operations, the network will identify, promote, and sell five to ten initial
products and destinations that meet the network’s criteria. Currently, the DSTA is funding 10
Fondos Destinos destinations as well as five Innovation grant destinations (see following page)
representing 15 new or existing community tourism products that could benefit from network

BUSINESS PLANNING 111



marketing and sales support, and from which the network could earn revenue from sales com-
missions.
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2. Package network member destination tour products into single and multi-day itinerar-
ies

The Dominican Treasures Tourism Network has the opportunity to target FITs as well as niche

tour operators and wholesalers with multi-day, multi-destination tour itineraries that unite mem-
ber destinations. The result is a diverse product that benefits several network members.
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The Network’s activity-specific niche tour pack-
ages include:

e Undiscovered beaches
Bird watching

e General nature observation (whales,
turtles, manatees, etc.)

e Authentic cultural exchange
Hiking and trekking

e Arts and crafts traditions

In order to provide more comprehensive ser-
vices to operate multi-day, multi-destination
itineraries, the Network will also need to identi-
fy and engage larger, more established mem-
ber service providers — patrticularly hotels and
transportation companies — who can provide
those services.

3. SAVE travel itineraries that create
unique learning and experiential tour-
ism products

Scientific, academic, volunteer, and education-
al (SAVE) travel programs not only attract ad-
ditional niche market segments such as tropi-
cal biology and cultural anthropology university
programs, but also long-term and dedicated
volunteers who might bring valuable skills and
development expertise to meet the social and
environmental objectives of network members.

For example, a community-based tourism business may support the construction of a health
center in its destination. The Network could promote long-term specialized volunteer opportuni-
ties to attract construction assistance and medical mission groups instrumental in the estab-
lishment of this health facility.

4. Merchandise
The Dominican Treasures Tourism Network will invest a small amount of money from the DSTA
Innovation grant to make Dominican Treasures-branded hats and T-shirts that can be used both

as a promotion tool with tour operators and travel agents during FAM (familiarization) trips, as
well as a source of revenue for the Network with clients of the multi-day itineraries.

Business Structure
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In the first year of operations two full-time staff persons, an executive director and a sales man-
ager will manage the Dominican Treasures Tourism Network and provide sales and marketing
support to members and their products. Staff responsibilities will include:

Executive Director

e Develop and implement internal bylaws and operational procedures for the company
Manage the Network’s day-to-day operations, including finances and HR

Negotiate sales agreements with both Network members as well as private sector part-
ners

Develop assessment criteria for potential members

Identify and assess potential members based on established criteria

Evaluate and ensure the highest level of quality with all tourism products

Serve as the communications hub between the board of directors, staff, and Network
members

Sales Manager

Maintain daily communications via phone and email with current and potential clients
Manage the reservation and sales systems

Communicate booking information directly to Network members

Manage and update the Dominican Treasures website portal and client/partner database
Follow up with clients including satisfaction surveys, e-bulletins, and ongoing promotion-
al emails

The Dominican Sustainable Tourism Nebwork

Board of Directors

In addition to its staff in year one,
the Dominican Treasures Tourism
Network will also form a board of
directors composed of representa-
tives from the Dominican Consorti-
um for Tourism Competitiveness —l
(CDCT), the public and private e
sectors, as well as cluster and
community members of the Net-
work.

|- Baard of Diroctars |

Porter's Five Forces
Analysis

The following tables analyze the five main competitive forces that affect profitability of any given
industry: barriers to entry, supplier power, buyer power, substitute products, and rivalry amongst
competitors.
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Barriers to Entry

Factor

Some tourism providers in the Do-
minican Republic use corruption
and political pressure to maintain
monopolies of national markets,
particularly in all-inclusive hotels
and resorts.

Conducting tourism activities in
protected areas in the DR may re-
quire special permits and agree-
ments that require both time and
money to obtain.

The cost of starting a new tour
company can be high in the DR.
These costs include legal fees and
licenses, staff, administrative costs,
and marketing/promotional costs.

Solution/Action

The network will develop a strong marketing
campaign that will promote and sell tour packages
directly to international outbound operators,
wholesalers, and individual clients.

The network will develop “exclusivity” sales
agreements with as many Network members as
possible in order to increase competitiveness.

The involvement of government agencies such as
SECTUR and SEMARENA in the DSTA project
will ideally help to navigate the various regulations
that apply to establishing the Network and operat-
ing tourism products in protected areas.

The Network will take advantage of economies of
scale by selling a high number of member prod-
ucts, a number that will increase each year as
new products are added.

Supplier Power

Factor

The Dominican Treasures Tourism
Network suppliers are, for the most
part, the Network members them-
selves. The majority of these
member destinations and products
are small, new, and in need of
Network support and are therefore
willing to negotiate good terms with
the Network. In addition, the
Network’s suppliers include non-
member tourism service providers
such as hotels and transportation
companies, who in general do not
have strong supplier power in the
DR because there are so many of
them.

Annexes

Solution/Action

The Network will develop fair sales agreements
with member destinations that are mutually bene-
ficial to both parties.

The Network will develop partnerships with a
small number of key non-member service provid-
ers (such as transportation companies). By focus-
ing on a few partners rather than many, the high
volume of business that the Network will do with
those providers will give it a stronger negotiation
position.
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Buyer Power

Factor Solution/Action

e The Network’s buyers are both di- e For both direct and indirect buyers, it will be criti-
rect (FITs) and indirect (outbound cal that the Network builds a strong reputation
operators, wholesalers). Both buy- and brand based on the unique qualities of its
ers have many different tour com- products.
panies and destinations to choose e By reducing middleman costs, the Dominican
from, and therefore have strong Treasures Tourism Network will offer competitive
buyer power. prices that appeal to buyers.

Substitute Products

Factor Solution/Action
e There are few well-established e The Dominican Treasures Tourism Network will
ecotourism operators in the DR, move quickly to dominate the market by adding
and none of them are very large. as many unigque sustainable tourism products to
its network.

e If “sun and fun” products are con- e The Dominican Treasures Tourism Network will
sidered substitutes — their cost is brand its products as unique and authentic, and
usually lower. will use its marketing messages to point out that

all-inclusive “sun and fun” tourism products do not
have near the value that sustainable tourism
products do.

Rivalry Amongst Competitors

Factor Solution/Action
e Itis easy for customers to switch e The Dominican Treasures Tourism Network will
from one provider to another, and attract and hold onto its clientele based on the
there is no real cost if they do so. quality and uniqueness of the product, as well as
the price.
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Annex: Best Practices in Tourism Lodging

and Infrastructure Development

The following information comes from Conservation International (2009).

LODGING/INFRASTRUCTURE DEVELOPMENT

Design and Construction of Buildings and Infrastructure

M Comply with local zoning and protected or heritage area requirements.

M Respect the natural or cultural heritage surroundings in siting, design, impact assessment,
and land rights and acquisition.

M Use locally appropriate principles of sustainable construction.

M Provide access for persons with special needs.

Waste Management

M Collect all waste generated during tours and dispose of this waste outside of natural areas.

M Ensure that visitors and guides bury their feces (where no facilities are available) at least 15
cm deep and at least 100 m from any natural water bodies.

M Recycle whenever possible.

Energy Management

The following best practices are applicable for marine and tropical forest operations:
Use battery or solar-operated lights where possible.

Use fuel stoves instead of open fires.

Plan driving (or boating) routes to minimize distance traveled and avoid congestion.
Maximize the energy efficiency of our vehicles by:

Servicing our vehicles regularly.

Making sure our vehicles are fuel-efficient.

Not having our vehicles be too powerful for the terrain covered.

Having our vehicles be appropriately sized to not be larger than required to seat our typ-
ical tour group size.

NRNFN

YV VY

Water Management

The following best practices are applicable for marine and tropical forest operation:
M Track water consumption and adopt measures to reduce consumption.

M Use water efficient devices.

M Recycle/reuse wastewater.

Pollution Reduction

M Measure greenhouse gas emissions from all sources controlled by the business and imple-
ment procedures to reduce and offset them as a way to achieve climate neutrality.

M Effectively treat and reuse wastewater, including gray water, where possible.

M Implement a solid waste management plan, with quantitative goals to minimize waste that is
not reused or recycled.
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M Minimize the use of harmful substances, including pesticides, paints, swimming pool disin-
fectants, and cleaning materials. Whenever possible substitute harmful substances for more
benign ones. Properly manage all chemical use.

M Implement practices to reduce pollution from noise, light, runoff, erosion, ozone-depleting
compounds, and air and soil contaminants.

FOOD SERVICES

Seafood Consumption and Purchasing

M Provide information to tourists about the sensitive nature of coral reef ecosystems, including
which species in a given region should not be consumed as seafood or purchased as sou-
venirs.

M Support ecologically sustainable fisheries practices. Avoid choosing fish that are threatened

or endangered.

Avoid selling or purchasing marine ornamental souvenirs.

Observe the law; abide by all regional, national, and international laws regarding the har-

vesting of marine species.

N

TRANSPORTATION

Vehicles and Boats

M Avoid sensitive sites during operations including important habitats, breeding grounds, and
small local communities.

M Stay on designated or defined routes where possible.

M Avoid skidding, rough riding/driving, or excessive speed.

M Keep vehicles clean to avoid transfer of weeds, fungi, and diseases.

M Use fuel-efficient vehicles when possible.

M Consider fuel consumption when designing tour routes.

M Use soundproof vehicles to minimize engine and exhaust noise.

M Keep vehicle colors neutral to blend with natural environment when possible.

M Maintain low vehicle speeds in and around sensitive sites to minimize levels of disturbance
and injury to wildlife and local communities.

M Minimize the use of toxic chemicals for vehicle maintenance, cleaning, and protection.

M Use bunding systems, drop trays, or ground liners to reduce the chance of fuel and oil spill-
age.

M Keep vehicles and engines well maintained and serviced to help avoid oil and petrol leaks
polluting air, soil, and water.

M Maximize the time spent outside the vehicle to include walking or educational activities.

M Practice good driving techniques to reduce gas consumption. This can include reducing
idling times, driving at a constant speed, and braking slowly.

M Avoid damage to banks and vegetation when unloading, launching, and coming on shore
with watercraft.

M Use soft ties when using trees as natural anchors for watercraft.

Boat Maintenance

M Avoid the use of natural waterways for cleaning vehicles or equipment.
M Use non-toxic chemicals for vehicle and vessel maintenance and protection where available.
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Avoid the use of chemicals or personal cleaning products in natural waterways.

Perform regular engine maintenance by having a mechanic perform servicing of engines,
fuel tanks and associated components, to maximize operating capacity and minimize fuel
consumption. Use clean-burning four-stroke engines whenever possible.

Regularly inspect areas that are susceptible to potential leaks of toxic substances. This can
include regularly checking fuel lines and tanks, filters, separators, vents, and bilge pumps.
Keep toxic-absorbent sponges in bilges. Those sponges can significantly reduce and/or
eliminate discharge of oils and fuels. Many types of sponges are available that absorb fuel
and oil, but not water. Absorbent sponges should always be kept on hand while a vessel is
being fueled in a marina or harbor. In areas where the use of bilge water separation devices
is mandatory, they should be used in place of sponges.

Use biodegradable cleaning agents.

Avoid onboard refrigeration units that use chlorofluorocarbons (CFCs). When possible use
newer air conditioning units that use special gas mixtures without CFCs in their chemical
composition.

M Avoid pumping oily bilge water or other hazardous substances into the sea. Unless the boat
is in danger, wait to pump out oily bilge water, particularly when the ship is near sea-bottom
habitat.

Avoid using detergents or emulsifiers as bilge cleaners.

Avoid draining black (toilet) and grey (kitchen, shower, and wash basins) water directly into
the ocean at harbors or coastal visitor’s sites.
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Anchoring

M Use mooring buoys or mooring systems. Provide permanent lines that allow boaters to fix
their position without dropping anchor.

M Promote and support mooring buoys installation programs. If there is a mooring program

already implemented in the operation area, report any problems the system may have and

offer full support to the initiative.

Use soft wraps when tying to trees and use or install mooring rings or pylons wherever pos-

sible.

Avoid damage to vegetation and banks when unloading, launching, and coming ashore.

Change boating practices including:

» Correctly use mooring buoys whenever possible. For reasons of safety, always
run a check when a ship ties up to a mooring point (a buoy). Give the ship more
room to maneuver by passing a mooring line about half the length of the boat
through the eye of the buoy and securing both ends to a cleat on the deck.

» If anchoring is absolutely necessary, anchor the boat only in a designated area,
away from important ecosystems and reefs and avoid dragging anchors.

» Consider the use of drift dives instead of anchored dives when no moorings are
present.

M Educate visitors who rent boats, sailboats, kayaks, or canoes (if allowed in an area) by:
» Explaining what mooring buoys are and that renter should use them whenever
possible.
» Explaining the proper way to anchor, before the renters set out.
» Explaining the potential impacts of poor anchor use.

N
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TOURS & ACTIVITES

Land-Based Wildlife Interaction

M Minimize noise and disturbances when in close proximity to wildlife, and nesting, breeding,

or feeding areas. Wherever possible and practical we use hides or other structures to view

wildlife with minimal disturbance.

Minimize noise from equipment, phones, radios, and loud conversations, as well as sudden

movements, flash photography, bright-colored clothing, and open fires.

If using spotlights to view wildlife at night, use low wattage lights with red filters and only for

short periods of time on particular individual animals.

Where possible, keep group sizes to 15 or fewer people per guide.

Improve the knowledge and be aware of the location of important feeding, breeding, and

nesting sites, as well as seasonal activity, and avoid direct, prolonged, or repeated contact

with wildlife. Modify how long and often you frequent particular paths and sites.

Talk to local tropical forest area managers, conservation groups, or local wildlife groups

about what kinds of behaviors the local wildlife may be sensitive to and what guidelines are

available regarding appropriate interactions.

M Avoid wildlife handling or feeding as a general rule, and do not try to force particular behav-
iors from wildlife.

M Inform and manage visitors by providing pre-tour information on keeping appropriate dis-

tances from wildlife, minimizing noise and disturbances, handling and feeding restrictions,

and any potential health and safety risks from wildlife. Include the reasoning behind particu-

lar actions or precautions.

Work cooperatively with other tour operators to stagger visitation to particular sites.

Modify the times of day and seasons when you use the tour paths and sites to limit envi-

ronmental impact

Only harvest from the wild, consume, display, sell, or trade wildlife species as part of a regu

lated activity that ensures that their utilization is sustainable. Limit harvest sizes to our im-

mediate needs and avoid harvesting threatened or endangered species.

Follow humane killing methods.

Never hold captive wildlife, except for properly regulated activities. Only keep living speci-

mens of protected wildlife species if authorized and suitably equipped to house and care for

them.

M Only use native species for landscaping and restoration and take measures to avoid the in-
troduction of invasive alien species.
Do not produce adverse effects on the viability of populations in the wild as a result of our
interactions with wildlife. Minimize any disturbance of natural ecosystems, and help rehabili-
tate any populations adversely impacted. Have a policy of providing a compensatory contri-
bution to conservation management if clients or business adversely impact a natural ecosys-
tem.
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Coastal and Marine Wildlife Viewing

Limit the number of non-motorized watercraft to eight per tour.

Limit the number of customers per guide to 15 or fewer.

Avoid chasing marine animals. Whether in the water or on a boat always operate at a slow
speed and never chase marine animals.

If in an area well known for encounters with marine mammals, use low-noise propellers. If
animals approach the vessel, engines will be slowed down or stopped.

N NRX
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Practice a no-contact policy. Always avoid touching and handling marine animals such as
turtles, whales, whale sharks, dolphins, sea lions, seals, and manatees.

Never feed wild animals.

Avoid chumming the water or cleaning fish in the back of a boat (throwing meat, blood, or
other animal effluents in the water to attract sharks).

Avoid surrounding animals when viewing marine wildlife.

Limit use of thrill craft or fast boat operations in sensitive marine habitats, in order to protect
slow-moving or endangered marine animals.

Be litter conscious. Always make sure that trash goes in its proper place and does not end
up in the marine environment.

M Avoid illegal import of captive animals.
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Land-Based Adventure Activities

M Improve knowledge by talking to local tropical forest area managers or conservation groups
to help identify sensitive sites and increase understanding of the resilience and ability of
sites to regenerate under the pressure of particular adventure activities.

M Stay on designated tracks/roads where possible when traveling on horseback or by bike and

keep to the middle of these tracks to avoid erosion, trampling of vegetation, and ever-

widening tracks.

Use only existing tracks to access cliffs for rock climbing or caves and be aware of avoiding

any geological and cultural areas of significance.

Keep to designated routes when in caves. Paths should not block natural water flows and

structures should be built to protect sensitive cave formations.

Prevent the spread of invasive species by regularly inspecting and cleaning vehicles,

equipment, clothing, and footwear before entering natural areas.

Avoid intensive or constant use of particular areas.

Where there are no designated tracks or roads, avoid intensive use of the one area or route

by spreading out over the area and/or using different routes on different days.

When rock climbing, rotate the use of areas and keep group numbers small (5—15 people) to

minimize impacts.

Avoid handling and removal of animals, vegetation, or rock structures that, over time, can

damage sensitive tropical forest ecosystems (and particularly those in cave environments

and rocky areas).

Use equipment efficiently and appropriately to avoid damage to natural landscapes and fea-

tures when rock climbing or caving. Minimize the use of fixed equipment on any climbing ar-

eas. Use soft materials to cushion ropes and natural anchors. Minimize the use of marking

materials.
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Hiking, Nature Walks, and Camping

M Make tourists aware of how they can help protect tropical forest areas (e.g. stay on trails,
use equipment appropriately, avoid smoking, carry all waste out) to help prevent accidents
and avoid damage to the environment.

M As said before, limit the number of visitors per guide to 15 or fewer to provide a better expe-
rience for visitors, decrease impacts, and make the groups more manageable.

M Use areas which have site-hardened infrastructure when possible (e.g. boardwalks, grav-
eled paths, bird hides, designated camp sites). Have a site/route rotation plan to avoid re-
peated use of the same (non-hardened) areas, for areas without site-hardening infrastruc-
ture.

M Retain canopy cover in camping areas and day-use areas, as well as along walking tracks
and forestry roads.

M Avoid open fires and smoking to reduce accidental fires and scarring of the landscape.
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Keep waste and chemicals away from natural water bodies.

Use portable chemical toilets or bury human waste at least 15 cm deep and 100 m from wa-
ter sources or campsites when portable toilets are not available.

Camp at least 30 m away from water bodies.

Avoid the use of soaps, detergents, and toothpaste near or in freshwater.

Clean all equipment and boots before entering tropical forest areas to avoid chemicals en-
tering waterways and exotic seeds and diseases entering the local ecosystem.
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When Using Domestic Animals to Conduct Tours (applicable only to land-based opera-
tions)

M Keep animals clean. Keep horse coats, tails, hooves, and manes free from seeds and plant
materials and collect and remove any animal waste. Deliver feed through a nose bag to en-
sure that feed is not deposited into natural areas.

Only use animal feed that contains treated/processed ingredients and not raw grasses and
seed, if animals are used in our tours.

Keep the company’s animals contained with portable, non-wire fencing.

Keep the company’s animals away from water bodies, banks, and sensitive areas.

Use soft ties when using trees as natural anchors for the company’s animals.

ater-Based Recreational Activities
Avoid the use of natural waterways for cleaning vehicles or equipment.
Use non-toxic chemicals for vehicle and vessel maintenance and protection where available.
Avoid the use of chemicals or personal cleaning products in natural waterways.
Limit the number of non-motorized watercraft to eight per tour.
Limit the number of customers per guide to 15 or fewer.
Improve knowledge by talking to area managers and local conservation groups to help iden-
tify sensitive sites such as breeding or nesting grounds in rivers and creeks and along
banks. Avoid these areas when porting, launching, anchoring, or mooring watercraft and
when choosing sites to come ashore.
Be considerate around wildlife.
Be aware of the presence, general locations and common travel routes of large animals like-
ly to be using or navigating the river.
Encourage sustainable and humane fishing practices.
Be aware of and follow any regulations on maximum fish catch and minimum size regula-
tions, as well as seasonal closures or zoning restrictions.
Use appropriate tackle and native bait and limit catch sizes to immediate need.
Avoid catching threatened and endangered species.
Avoid the disposal of wastewater, sewage, trash, food stuffs, fishing line and tackle into
freshwater bodies.
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Snorkeling, Diving, and Snuba
Establish a no-contact policy.

M Conduct environmental awareness briefings for tourists and other marine enthusiasts.

M Conduct buoyancy refreshers and other basic dive skills training for inexperienced, out-of-
practice or infrequent divers, addressing the importance of issues such as proper weighting
and streamlining of gear.

M Use reef hooks in places with strong currents.

M Do not use tank bangers.

M Discourage feeding and harassment of sharks, reef fish, and other marine wildlife.

Prevent Introduction and Dispersal of Non-Native Species
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M Control food introduction. Food should be introduced only under strict environmental health
control and according to site’s laws.

Prevent the unintentional transport of insects and other small animals by regularly inspecting
and cleaning the equipment, vessels, and supplies to ensure that no wildlife is transported
from one island to another. Also inspect, and whenever needed, clean passengers’ clothing
and footwear.

Decrease the number of bulbs kept on deck and minimize the use of lights. This can help
reduce the attraction of insects to the vessel.

Avoid hanging bunches of bananas to ripen on the outer decks. This practice attracts in-
sects that could be spread to other islands.

Fumigate boats regularly to avoid infestations. Ensure that fumigations are performed by
authorized personnel and use a control register.

Whenever possible use bait traps rather than chemical products to control infestations in the
kitchen.

Store cargo and products from the mainland in storage rooms that prevents the infiltration of
organisms such as insects and rodents. Transport cargo in clean and disinfected containers
and properly pack and seal it to avoid the introduction of organisms. Strictly supervise the
loading and dispersal of all cargo.
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COMMUNITIES/CULTURAL PRESERVATION

Support Local Communities

M Employ local, qualified (assuming training courses are accessible) guides, staff, and man-
agers.

M Maintain equitable hiring practices. Do not discriminate against hiring women and local mi-

norities, including in management positions, while restraining child labor.

Implement a policy against commercial exploitation, particularly of children and adolescents,

including sexual exploitation.

Respect international or national legal protection of employees and pay employees a living

wage.

Fund or support guides and employees in attending language or training courses.

Purchase locally made food, provisions, and services and use local facilities.

Give priority to local service providers who are environmentally and socially responsible (i.e.

businesses from whom you purchase goods and services).

Offer discounts for local groups, residents, or community development workers or research-

ers.

Participate in work experience or mentoring programs to help locals develop tourism- and

guiding-related skills.

Actively support initiatives for social and infrastructure community development including,

among others, education, health, and sanitation.

Encourage visitors to support local businesses by:

» Recommending local businesses that offer other tourism-related services of interest
to visitors such as accommodation, entertainment, transport, regional food and wine,
souvenirs and craft markets.

» Increasing visitor awareness of other local attractions and sites of cultural and histor-
ical interest.

» Incorporating stops or stays with other local businesses as part of the tour experi-
ence can be a good way of creating integrated tour packages and supporting local
businesses.
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» Encouraging and having available information on visitor opportunities to participate in
community development projects.

Tour Interaction with Local Communities

M Educate visitors on sites of significance and cultural, historical, and social values.

M Consult local communities to avoid carrying out operations in sensitive sites. Ask where
sensitive and/or private areas are located. Identify ways to avoid crowding shared infrastruc-
ture and services.

Collaborate with local communities to ensure that company’s activities will not jeopardize the
provision of basic services, such as water, energy, or sanitation.

Develop and agree upon a code of conduct for activities in indigenous and local communi-
ties.

Negotiate with cultural groups on appropriate access, behavior, and interpretation regarding
heritage, culture, and people.

Avoid highly sensitive or private sites on the tour and seek local community endorsement in
the selection of sites visited.

Keep visitors to defined areas and routes.

Communicate cultural “dos and don'ts” to visitors to increase cultural awareness and mini-
mize inappropriate behavior, activities, and communication with hosts and cultural sites dur-
ing their stay.

Establish guidelines or a code of behavior for visits to culturally or historically sensitive sites,
in order to minimize visitor impact and maximize enjoyment.

Do not sell, trade, or display historical and archeological artifacts, except as permitted by
law.

Protect local historical, archeological, cultural, and spiritual properties and sites.

Do not impede access to historical, archeological, cultural, or spiritual sites by local resi-
dents.

Use elements of local art, architecture, or cultural heritage in operations, design, decoration,
food, and/or shops while respecting the intellectual property rights of local communities.
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CONSERVATION

Support Ongoing Conservation Efforts

M Communicate best practice to visitors to minimize environmental impacts of their activities
and improve awareness of what constitutes appropriate behavior in rainforests, marine eco-
systems, and other local environments during their stay.

M Encourage visitor participation in local conservation activities. This may include the promo-
tion of conservation groups and local conservation projects or it may include making partici-
pation in such projects part of tour activities.

M Support conservation projects or schemes. In addition to the activities suggested for visitors,
operators can also contribute to the conservation by:

» Working with natural area policy makers and managers and participating in envi-
ronmental monitoring programs (e.g., species monitoring, conditions of roads,
tracks and infrastructure).

» Working with policy makers and managers and participating in visitor monitoring
programs (e.g., visitor surveys and monitoring visitor numbers at particular sites
as well as the number of commercial operators provides useful information for
planning, infrastructure development, and impact management).
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Monitor erosion and degradation of sites and tracks and participate in the re-vegetation of
these areas. Photograph sites at regular intervals, keep consistent records of monitoring,
and share this information with the natural area’s managers.

Assist in the development or maintenance of site-hardening infrastructure (such as paving,
pathways, and boardwalks).

Participate in feral animal and weed management activities.

Support research and provide concession rates for groups and institutions that study and
promote rainforest conservation.

Influence visitor attitudes through the incorporation of an interpretation component into tour
programs.
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Conservation Threat Assessments

Conservation Threat Assessment: Rio Platano Biosphere Reserve, Honduras (Rare, 2004).
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Conservation Threat Assessment: Bocas del Toro, Panama (USAID-MAREA, 2010)

Conservation Threat Assessment: Cahuita-Gandoca-Bocas del Toro .I?';-'.' HJI.IM AR

Annexes 132



(Back Cover)

In accordance with Title 17 U.S.C. section 107, any copyrighted material herein is distributed
without profit or payment for non-profit research and educational purposes only. If you wish to
use copyrighted materials from this publication for purposes of your own that go beyond 'fair
use', you must obtain permission from the copyright owner.

International Institute for Tourism Studies
The George Washington University 2201 G Street, NW
Washington, DC 20052

Annexes

133



US Agency for International Development
1300 Pennsylvania Avenue, NW
Woashington, DC 20523
www.usaid.gov



	Table of Contents
	Preface
	Acronyms
	Unit 1: Introduction to the Business Plan
	Introduction to the Business Plan
	Business Plan Structure
	Unique Aspects of Business Plans that Support Communities and Conservation
	The Triple Bottom Line Approach

	Summary

	Unit 2: Conducting a Tourism Site Assessment
	Introduction
	Developing a Site Profile
	Information Sources

	Conducting a Tourism Inventory
	Biodiversity
	Natural Attractions
	Cultural Attractions
	Historic Attractions
	Recreational Activities
	Tourism Infrastructure/Facilities

	Developing Partner Profiles
	Information Sources

	Conducting a Market Analysis
	UInformation Sources
	Information Sources

	Analyzing the Tourism Market: Visitor Surveys
	Survey Plans
	Survey Sample Size
	Target Respondents
	Survey Locations
	Survey Method
	Survey Supplies
	Surveyor Appearance
	Surveyor Introduction
	Survey Notes
	Survey Incentives

	Analyzing the Tourism Market: Industry Interviews
	Working with Tour Operators
	Tour Operator Interests, Motivations, and Expectations

	Summary

	Unit 3: Describing the Business
	Introduction
	Site Description
	Need Statement
	Mission Statement
	Vision Statement
	Business Description
	Visitors Need a Place to Sleep
	Visitors Like Convenience
	Visitors Need a Place to Eat
	Visitors Like to Shop
	Visitors Need Safe, Reliable Transportation
	Considerations for Land-based Transportation:
	Considerations for Water-based Transportation
	Visitors Need Stuff to Do

	Define Products and Services
	Business Structure
	Summary

	Act One: The Site Description
	Act Two: The Need Statement
	Act Three: The Mission/Vision Statement
	Unit 4: Analyzing the Market
	Market Analysis
	Define the Overall Market
	Global Tourism
	Regional Tourism
	National Tourism
	Define Trends and Changes in the Market

	Define Market Segments
	Summary

	Unit 5: Assessing the Competition
	Competition Analysis
	Define the Competition
	Research the Competition
	Assess the Competition

	Porter’s Five Forces Analysis
	Force #1: The Threat of Established Rivals
	Force #2: Threat of New Entrants
	Force #3: Power of Suppliers
	Force #4: Buyer Power
	Force #5: Threat of Substitutes

	Competitive Advantage
	Competitive Advantages — Product
	Competitive Advantages — Sales & Marketing
	Competitive Advantages – Operations

	Summary

	Unit 6: Creating a Sales & Marketing Strategy
	Introduction
	Placement (Distribution)
	Tourism Supply Chain
	Direct Sales
	Indirect Sales

	Price
	Determining Product Direct Costs
	Cost-Plus Pricing vs. Value-Based Pricing
	Calculating Tour Costs and Prices
	Don’t Go Too Low
	Determining Commissions
	Calculate Correctly
	Comparing Pricing Versus Competitors
	Comparing Pricing (and Profitability) Versus your Indirect (Administrative) Costs

	Promotion
	Promotional Strategy Worksheet

	Summary

	Unit 7: Operations Planning
	Staffing and Training Plan
	Minimizing Fixed Salaries
	Tourism Tip: Staff Financial Incentives
	Job Descriptions & Training Requirements

	Operations & Communications
	Financial Management
	Risk Assessment and Risk Mitigation Plans
	Legal Considerations
	Key Milestones
	Summary

	Unit 8: Sustainability Planning
	Sustainable Tourism as a Tool for Conservation
	Tourism Conservation Models
	Tourism Conservation Strategies

	Developing a Sustainability Plan
	Conduct a Conservation Threat Assessment
	Develop a Sustainability Plan
	Develop a Sustainability Plan Budget

	Sustainability Costs…Plan Ahead
	Summary

	Unit 9: Financial Projections
	Introduction
	Start Up Costs
	Fixed Assets and Depreciation
	Include Depreciation Costs

	Tour Cost and Price Sheet
	Income Statement
	Cash Flow Statement
	Five-Year Projections
	Summary

	Glossary
	References
	Annex: Loma Isabel Business Plan Sections
	Site Description/Background
	Need Statement
	Mission Statement
	Business Description
	Products and Services

	Business Structure
	Market Analysis
	Market Segments
	All-Inclusive Resort Tourists
	Independent Travelers
	Domestic Residents
	School/Youth Groups

	Competition Analysis: Competing Products
	La Demajagua – 27 Charcos
	Iguana Mama
	Yasika Zip Line
	Jeep Safari


	Annex: Dominican Treasures Business Plan Sections
	Business Description
	Products & Services
	Business Structure
	Executive Director
	Sales Manager
	Board of Directors

	Porter’s Five Forces Analysis
	Barriers to Entry
	Supplier Power
	Buyer Power
	Substitute Products
	Rivalry Amongst Competitors


	Annex: Rustic Infrastructure Designs
	Annex: Best Practices in Tourism Lodging and Infrastructure Development
	LODGING/INFRASTRUCTURE DEVELOPMENT
	FOOD SERVICES
	TRANSPORTATION
	TOURS & ACTIVITES
	COMMUNITIES/CULTURAL PRESERVATION
	CONSERVATION

	Conservation Threat Assessments

