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The objective of this Bachelor thesis is to provide a detailed business plan for setting up
a tour providing company Around Lithuania which operates in Lithuania. This topic
was chosen because of the author’s strong interest in tourism. She has finished courses
to become a qualified tour guide and a travel leader. After being Lithuanian and seeing a
huge increase in the number of tourists coming to Lithuania, she came up with an idea
to set up the company providing private tours around the country.

The company was opened in April 2016. However, it did not start operating yet as the
importance of having a proper business plan arose. The purpose of having a plan is to
know how much it is reasonable to charge the customers and what marketing strategy is
the most applicable in order to stand out from competitors.

This Bachelor’s thesis was carried out by using a qualitative research method. The data
was collected from both primary and secondary information sources. The findings indi-
cate that there are no direct competitors focusing on only private tours. However, some
of the competitors provide solo tour services on top of the regular group tours.

The most important factor that determinates the success of new travelling business is the
pricing strategy. Competitors’ price range was analyzed and it was decided to set the
price to 20 EUR an hour, which is less than average hourly rate of other companies.
Another decision was also conducted from the results; to invest quite a lot into market-
ing channels like Google and Facebook ads in order to reach potential customers.

Key words: business plan, tours, market research



CONTENTS
1 INTRODUCTION ..ottt ettt bbb nneas 5
1.1 BACKGIOUN ...ttt bbbt 5
1.2 RESEArCH ODJECIVES.....c.viiviiiicie et 6
1.3 Structure OF the THESIS ....ccviiiiiieiee e 7
2 BUSINESS PLAN IN THEORY ...oooiiiiiiie ittt 8
2.1 ReSeArCh MEthOUS .......cvviiiiie e 8
2.1.1 Data COECTION ..o 10
2.1.2 Data analySiS ........oooueieiiiiiesi e 12
2.2 Purpose of DUSINESS PIAN..........ccoiiiiiiicc e 13
2.2.1 BUSINESS PlAN NEEU ........oivieiicie e 13
2.2.2 BUSINESS PIAN USES.....ueiuiiiiiiitiiiisiesiisie e 14
2.2.3 Elements of busSiness plan ..........cccccvevviieiieeie s 15
3 BUSINESS PLAN IN PRACTICE ....cctiiiiiieieiesie et 17
3.1 EXECULIVE SUMMAIY .....cuiiiiiiieiieieiteste sttt ettt sttt n b bbb sneas 17
311 MISSION SEALEMENT ....ecveevieieiecie e e 17
3. 1.2 FUIIMENT ..ot 18
31,3 FULUIE SEIVICE ....vieieieeeie sttt ettt ane et nraeneenee e 18
3.2 Company AESCIIPLION .......ccviiieiieiie st re e e anas 18
3.2.1 Legal fOM ... e 19
KT I To% L1 ] o OSSR 19
3.2.3 Organization Management ...........cccuevueeieieeiesie e 19
313 SBIVICE ittt ettt ettt reeneeneas 20
4 MARKET RESEARCH .....ooiiiii ettt ane s 22
4.1 Market ANAIYSIS....ccuiciiiiiicie ettt 22
4.1.1 MarKet TIENUS ..c.vevveieie et 22
4.1.2 Market NEEUS ......ocveeieeiecie et 24
4.1.3 COMPELITION.....cciiiieciicie ettt re e 24
4.1.4 Target MAarkel .......ccocoiiiieiieie e 25
4.2 COMPELITIVE ANAIYSIS.....ciiiiiiiiieiee e 25
4.2.1 ReSEAICH reSUILS......cooviiiiiie e 26
4.3 Marketing Plan ..o 29
4.3.1 Marketing MIX.....ooveiiiiiiiiiiesiieieeeee e 29
4.3.2 SWOT @NAIYSIS ..eoivvieiieiiieeiee sttt 29
4.3.3 Differentiation Strategy .........ccoceiieiiieeiie i 31
A.3.4 PIICING .ottt bbb bbb 31

4.3.5 Marketing Strategy ........cccoceriririiiiiee e 32



5 FINANCIAL PLAN L.ttt sttt be e snesneane s 33
5.1 STAMT-UP COSTS...uiiiiiiii ittt 33
5.2 SAIES TOrBCAST .....veiiieeie ittt ettt sre e sreeae s 34
5.3 INCOME SLALEMENT ...t 34
5.4 Break-Ven @nalySiS .......c.cccviiueiiieiiiiiieiieese e see e e e 35
5.5 RISK PIAN .o 35
5.6 FULUIE PIANS ...ttt sre e 36

5.6.1 Three Years Plan .........cccooveiiiii i 37

6 CONCLUSION AND DISCUSSION ....ocoiiiiiiieiisie e s 38

REFERENGCES........ooooieii sttt sttt snenneeneene e 40
APPENDICES ...ttt bbbttt bbbt eneas 43
Appendix 1. Marketing research reSultS...........ccooeieiininininieiecee e 43
Appendix 2. INCOME STATEMENT ..........oiiiiiiiiiieer e 44
Appendix 3. Starting €-Mail. .........c.ccooeiiiii i 45
APPENTIX 4. INTEIVIEW L. ..o 46

APPENTIX 5. INTEIVIEW 2. ... 47



1 INTRODUCTION

The traveling market is very competitive and the Internet has completely changed the
way this business operates when comparing to the way it used to run before. It also lets
companies and customers do the research online concerning destinations, prices and
reviews. The notable plus side is that it gave is the decreasing price of airfare and other
travel related services. The technology has also increased the speed of arranging the trip
to traveling itself. Moreover, the increased number of tour operators has led to the fact
that small companies have to focus on a specific diversified target segment in order to
be profitable (Buhalis & Zoge 2007).

Lithuania is a small Eastern European country. It is one of three Baltic states with 2.8
million inhabitants (Countrymeters, 2016). The country is situated in the South East
shore of the Baltic Sea. Lithuania has boarders with Latvia, Belarus, Poland and
Kaliningrad Oblast (Russian exclave) and the sea side of 90.66 kilometers (Baubinas
2007, 7). The official language is Lithuanian, which together with Latvian, is the oldest
living language from all Indo-European family of languages (Jankeviciute 2006, 11).
Starting from 2015, the national currency Litas was replaced by the Euro. That was one
of the factors that incrased the number of tourists coming to Lithuania (Europa, 2016).

1.1 Background

This Bachelor’s thesis is a business plan for a tour organizing company Around
Lithuania. The idea to start a business related to traveling has been grown as idea for a
few years. However, the concept of a company like this was created when the author
was taking courses to become a licensed guide and a travel leader. The courses took six
months and during that time several different classes were attended and the situation of

tourism in Lithuania was analyzed.

I had a chance to talk to some people who came to Lithuania as tourists or on business.
They all seemed to have the same problem. They loved Vilnius, but getting out of the
city and visiting some other places was rather difficult. Bus nor taxi drivers almost
never spoke English and all companies offering tours were inflexible in a matter of
departure time, tour length and the number of people on the tour. In addition to that, |
have heard that people have a lack of information from the hotels they are staying at.
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The staff seem to be nice but they are not that talkative. If the hotel staff are asked about

places to visit, their advices are quite poor.

Around Lithuania would be an alternative option for this segment of tourists by
positioning itself as a very flexible tour operating company arranging exclusive private
active tours all around the country. Around Lithuania differentiates itself from its
competitiors by variety of tours offered, flexibility and low price for high quality. These
aspects, together with the availability of active entertainment, create the value which

cannot be discounted.

1.2 Research objectives

The main objective of this thesis is to create a business plan for the tour organizing and
providing company Around Lithuania. The company’s idea is to enter the blue ocean
market which was represented in W. Chan Kim and Renee Mauborgne book “Blue
Ocean Strategy: How to Create Uncontested Market Space and Make the Competition
Irrelevant”. Companies applying this strategy beat their competitors by making
competition irrelevant (Table 1). Meaning that company provides the same service or
good but raise, reduce, eliminate one of the competing factors.

TABLE 1. Red Ocean Strategy vs. Blue Ocean Strategy. Adapted from Kim &
Mauborgne (2013).

Blue Ocean Strategy
Create uncontested market space
Make the competition irrelevant
Create and capture new demand
Breake the value-cost trade-off

Align the whole system of a
company's activities in pursuit of
differentiation and low cost




7

In order to prepare a proper business plan for Around Lithuania with the blue ocean
strategy applicable research has to be done. The purpose of this research is to find out
what services the competitors are offering and how we could make them irrelevant. The

main question for this research is mentioned below:

e How much should we charge for our service?

To find the answer to this question some sub-questions will be answered first.

e What is the price of the particular tour?

e What is their hour rate?

e Could they arange a tour for a single person?
e What would be hour rate then?

e Could they arrange a tour to the place that is not one of their tours options?

In order to find these answers the research was done by pretending to be a potential
customer and contacting other tour providing companies in Lithuania. However, the
answer to the main research question was found by combining primary and secondary
data. At the end of the thesis conclusions of how to apply blue ocean stategy and how

much it is reasonable to charge the customers are given.

1.3 Structure of the Thesis

The thesis is divided into four main chapters. The first one is theoretical framework
where research methods are explained together with the broad explanation of the use of
business plan. Next three parts make the actual business plan basing the structure on the
plan offered in Patsula book ”Successful Business Planning in 30 Days”. In the second
part, the executive summary, company description and services are described. The third
part is the biggest one where market analysis, market research and marketing plan are
analysed with details. Finally, the fourth part is a financial plan which shows start-up
costs, income statement, break-even analysis, risk plan and a three year financial plan.
The conclusions of the research results and its application on the business plan can be
found at the end of the thesis.



2 BUSINESS PLAN IN THEORY

In order to make a good plan for a successful business, it is important to understand the
information that is available already. Theoretical framework is the foundation of the
business plan which is divided into two parts. The first one outlines research methods
by describing them and explaining why one of them was chosen. The second part is
about the business plan itself. It gives the purpose to the business plan, its importance
and benefits. In addition to that, elements of business plan are posited in details.
Theoretical framework is necessary to make business plan writing process smooth and

research results convenient (City of Burlington, 2002).

2.1 Research methods

As it is indicated in the sub-title, this part introduces the research methodology of the
thesis. To be more specific, in this part the research strategy, methods, approach,
samples, process and data analysis is outlined. It is a deep investigation and analysis of
the competition that allows the company to access competitors’ strengths and
weaknesses in the marketplace and helps to pick and implement an effective strategy
that will improve competitive advantage. The research method chosen is based on a
non-formal emails sent to the competitors pretending to be a potential customer in order

to get the information about their pricing and marketing strategy.

Research methods vary by the way they collect the data and are divided into quantitative
and qualitative ones. Quantitative research is where the research results can be
measured. They are mathematical and statistical. It is collected using questionnaires,
polls and surveys. Qualitative research is used when quantitative cannot be applied or
when the research scale is very small. It helps to gain an understanding of particular
subject and to develop ideas or hypothesis. The data for it is collected using interviews.
(Burns, 2000). The key difference between quantitative and qualitative methods is their
flexibility. Qualitative methods often ask “open-ended” questions answered using the
same words by each participant ( Mack, Woodsong, Macqueen, Guest & Namey, 2005).

Other differences are given in the Table 2.



TABLE 2. Qualitative Versus Quantitative Research. Adapted from Johnson &

Christensen (2008, 34).

Criteria

Qualitative Research

Quantitative Research

Purpose

To understand & interpret social
interactions.

To test hypotheses, look at cause &
effect,

Group studied

Smaller & not randomly selected.

Larger & randomly selected.

Variables

Study of the whole, not variables.

Specific variables studied

Type of data collected

Words, images, or objects.

Numbers and statistics.

Form of data collected

Qualitative data such as open- ended
responses, interviews, participant
observations, field notes, & reflections.

Quantitative data based on precise
measurements using structured &
validated data-collection instruments.

Type of data analysis

Identify patterns, features, themes.

Identify statistical relationships.

Objectivity and
subjectivity

Subjectivity is expected.

Objectivity is critical.

Role of research

Researcher & their biases may be known
to participants in the study, & participant
characteristics may be known to the
researcher.

Researcher & their biases are not
known to participants in the study, &
participant characteristics are
deliberately hidden from the
researcher (double blind studies).

Resuls

Particular or specialized findings that is
less generalizable.

Generalizable findings that can be
applied

Scientific method

Exploratory or bottom-up: the
researcher generates a new hypothesis
and theory from the data collected.

Confirmatory or top-down: the
researcher tests the hypothesis and
theory with the data.

View of human

Dynamic, situational, social, & personal.

Regular & predictable.

Most common
research objectives

Explore, discover, & construct.

Describe, explain, & predict.

Focus

Wide-angle lens; examines the breadth &
depth of phenomena

Narrow-angle lens; tests a specific
hypotheses

Nature of observation

Study behavior in a natural environment.

Study behavior under controlled
conditions; isolate causal effects.

Nature of reality

Multiple realities; subjective.

Single reality; objective.

Final report

Narrative report with contextual
description & direct quotations from
research participants.

Statistical report with correlations,
comparisons of means, & statistical
significance of findings.

In order to satisfy the objectives of the thesis, a qualitative research is held. The main
characteristic of it is that it is mostly applied for small samples where its outcomes are
not measurable by numbers. The advantage that it has versus quantitative research is
that it gives a complete description and deep analysis of a research question (Collis &
Hussey, 2003). Despite of that, the biggest disadvantage is the difficulty to measure the
effectiveness of it because it is based on researcher’s skills and abilities to judge and

interpret research’s outcomes (Given 2011, 33-34).
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2.1.1 Data collection

In this thesis, two types of data were collected (Figure 3). Primary data is collected
using qualitative research method which was discussed previously. Second type of data
is secondary. That means that data is collected by someone else. In order to collect it
different kinds of books, articles, reports were used. Secondary sources are the best way
for developing a competitive market analysis. It helps to see the broad view of the
subject and deepens the understanding of research problem. Proper comparison of both
primary and secondary data helps to formulate the scientific conclusion of the research
(Studious Guy, 2016).

1 J

Primary Data Secondary Data
Sources Sources
¥ 1

Books Published,

Questionnaire
Survey

Photograph
Collection

Figure 1. The flow of the sources of data collection. Source: Studious Guy (2016).

Journals, Reports,
Internet, Newspapers,
Articles

Any business giving the service similar to the one we provide in the same area is a
direct competitor. Companies offering different service which is in a relation to our
service are considered as indirect competitors. In other words, indirect competitors are
companies satisfying customers’ needs with a particular product or service that is unlike
the one we offer. As an example in this case, tours organizing companies are direct and
car hire centers are indirect competitors. However, it is important to monitor their
marketing activities because they may change it and move into our market segments
(Oman, 2011).

For the purpose of this research, the primary data collection is conducted as qualitative

interviews. In order to achieve a competitive advantage against our competitors, wide
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knowledge of the market and market members needs to be collected. A deep analysis
will identify competitors’ strengths and weaknesses which help to develop effective
marketing strategies. Lithuania is a small country having rather small number of
companies organizing tours. It is relatively easy to name every competitor because State
Tourism Department lists them publically. However, direct competitors also come from
licensed guides who are self-employed and unlicensed ones who work in a black market

with no permission.

The group studied is small enough so all of them were contacted via email pretending to
be the potential customer. The emails were written in semi-formal way giving the
impression that the customer is quite a relaxed adventurous person. The cons of this
way of doing primary research are a deep look how competitors are communicating
with their customers. In this way you can see the language they use and how flexible

they are in order to satisfy customer’s needs.

A method used to collect the data in the qualitative research is e-mail interviews which
are a great alternative to face-to-face and telephone interviews. As one of the biggest
problems for running a proper research is that it is money and time consuming, doing an
interviews via e-mail can effectively reduce these factors. It is rather free or cheap and it
allows researchers to interview more than one participant at a time and it can be done at
any place and time. However, collecting data might take some time before respondent

replies to an e-mail message (Meho, 2006).

As it is seen in Table 3, the biggest advantage of email interviewing, together with all
phone or face-to-face interviews, is the flexibility and ability to change research
subjects in order to get the proper answers. It also almost completely eliminates
transcription errors. The responses are more accurate and thought out before they are
sent and the data collected is more focused on the research question which is important

for the analysis part.
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TABLE 3. Advantages/disadvantages of e-mail interviewing. Adapted from Meho
(2006, 1292).

Advantages Disadvantages/Challenges
Interviewers and |Allows access to individuals often difficult or impossible to [Limited to individuals with access to the Internet
participants reach or interview face-to-face or via telephone Requires skills in online communication from both
Allows access to diverse research subjects interviewer and interviewees
Allows access to individuals regardless of their Requires expertise in technology from both
geographic location interviewer and interviewees

Allows interviewing of individuals who do not or cannot
express themselves as well in talking as they do in writing
Allows interviewing of individuals who prefer online
interaction over face-to-face or telephone conversation

Cost Eliminates expenses of calling and traveling Can be high for participants
Eliminates expenses of transcribing

Decreases cost of recruiting large/geographically
dispersed samples

Time Eliminates time required for transcribing May take several days or weeks before an interview is
Eliminates the need to schedule appointments complete
Allows interviewing more than 1 participant at a time
Recruitment Done via e-mail, listservs, message boards, discussion Invitations for participation may be deleted before
groups, and/or Web pages they are read
Participation Done by e-mail High undeliverable rates (e.g., due to inactive e-mail
addresses)
Some participants may drop out before interview is
complete
Medium Allows participants to take part in the interviews in a Empowers participants, essentially allowing them to
effects familiarvenvironment (e.g., home or office) be in control of the flow of the interview
Allows participants to take their time in answering Does not allow direct probing
questions Requires that questions be more self-explanatory than
Allows participants to express their opinions and feelings [those posed face-to-face or by telephone, to avoid
more honestly (because of sense of anonymity) miscommunication and misinterpretation
Encourages self-disclosure Loses visual and nonverbal cues due to inability to
Eliminates interruption that takes place in face-to- read facial expressions or body languages or hear the
face/telephone interviews voice tones of each other
Eliminates transcription errors May narrow participants’ interpretations and, thereby,

Eliminates interviewer/interviewee effect resulting from  |constrain their responses

visual and nonverbal cues or status difference between the |[Requires meticulous attention to detail
two (e.g., race, gender, age, voice tones, dress, gestures, [Participants may lose focus
disabilities)

Cues and emotions can be conveyed through use of certain
symbols or text

Data quality Allows participants to construct their own experiences with|One-dimensional (based on text only)

their own dialogue and interaction with the researcher In-depth information is not always easily obtainable
Facilitates a closer connection with interviewee’s personal
feelings, beliefs, and values

Data are more focused on the interview questions asked
Responses are more thought out before they are sent

2.1.2 Data analysis

After data was collected, appropriate analysis was applied in order to find the answers
to research questions. Things that have to be considered are service information, market
share and marketing strategies. In order to develop an effective competitive strategy a

realistic assessments of the competitors strengths and weaknesses needs to be made.
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Only then it is possible to evaluate a realistic market position for the company. A broad

analysis of the findings is in Chapter 4.

2.2 Purpose of business plan

Business plan is a planning tool used to research the market and plan business
operation. Usually business plan is made by the entrepreneur or company itself.
However, there are many companies or freelancers providing business plan services.
Writing a business plan is a challenging process where business market is analyzed in
details and appropriate moves are selected in order to maximize the use of finance to
reach the best results. It is a document that shows the current situation, goals, results

and needs and most of all financial outcomes (Entrepreneur, 2016).

2.2.1 Business plan need

Entrepreneurs are constantly arguing about the need of a business plan. On the one side
business schools are teaching students the importance of having it before starting the
business, on the other side there are many example of the companies are successful
without and actual business plan. However, the survey that was made by Palo Alto
Software shows that a business plan doubles the chances of business success (Lesonsky,

2010). Figure 2 illustrates survey results.

¥ Business plan

& No business plan

40% 50% 60% 70%

Figure 2. Business plan benefits. Adapted from Lesonsky (2010).
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Business plan benefits to the company in many ways. First of all, it helps to see the
current situation. Market analysis gives the view of current market trends. It shows how
many competitors there are and what marketing tools are they using. With this
knowledge benefiting company can create their own marketing strategy and see the
potential market changes or growth. It helps to start the business process successfully.
Secondly, good business plan and especially strong financial measurements can attract
potential investors and business partners. “According to a U.S. Bank study, a whopping
82% of businesses that fail do so because of cash flow problems. Remember that cash
flow doesn’t just mean the amounts of money that are coming in and out: you have to
take timing into account, too.” states Gretchen Schmid (2016) so proper financial
measurements are vital for any business. Quite often business plans are written in order
to get the financial support either form the bank, European Union or other associations.
And finally, proper business plan can be used as a tool to indicate the efficiency of the
company. It shows if business process is smooth, profitable and helps to see wastes and

potential risks.

Despite all the benefits there are some opponents. Eric Ries in his book “The Lean
Startup” states that the main reason why so many startups fail because they have and
they follow a business plan: “The first problem is the allure of a good plan, a solid
strategy, and thorough market research. In earlier eras, these things were indicators of
likely success. The overwhelming temptation is to apply them to startups too, but this
doesn’t work, because startups operate with too much uncertainty. “(Ries 2011, 9). As
one of unpredictable factors he points potential customers because who can be sure who
their customers are going to be. Another factor is marketing research. It is done in order
to predict potential market trends and market response to the new venture. However,
quite often this research is expensive, takes a lot of time and it is unreliable. As a
response to that author offers to enter the market as soon as possible because the only
research you can rely on is a real one. You will only know your weak spots when you

start getting real reactions from the customers (Ries 2011, 9).

2.2.2 Business plan uses

Business plan can be used by the company in two ways: externally and internally. As it

was mentioned before the most common external use is to attract the investors or to get



15

the loan. The most important part of business plan for that is financial plan. However,
market analysis and management team background can also be used as a tool to get the
financial support. The internal use of a business plan is dedicated to the company itself
and can be used as a management tool to plan the company operation steps. It helps to
think about it in details and see the potential opportunities and threats (Entrepreneur,
2016).

2.2.3 Elements of business plan

Despite the fact that there are many successful companies operating without any
business plan and new strategies are claiming that following one can lead company to
failure, having a business plan and modifying it later is better than not having one at all.
Business plan is a written description of a business future it is like a roadmap that is
leading to success. It cannot predict the future one hundred percent but still it gives
some statistics and numbers that can make decision making process more efficient.
(Entrepreneur, 2016).

There are seven parts in business plan and each of them help to build a proper plan
leading business to success. The first one is believed to be the most important where
executive summary is. It gives a brief view of the business idea. In this part the main
information about the company is mentioned like its name and who is the owner. Also
mission statement, business fulfillment strategy and some future predictions and goals
are given. The summary also tells the reader how the company will benefit from the

business plan (Entrepreneur, 2016).

Second part is a company description. It usually begins with a short description of the
industry. In this part current situation and market potential is analyzed. It is followed by
legal form applied and the reasons why it was chosen. Another important thing that
needs to be mentioned in this part is business location, organizational management and

the number of employees with their qualifications (Entrepreneur, 2016).

Third part is services and it gives broad description of services that company provides.
That will include factors that will differ the company from its competitor and will make

it successful. It is important that in this part the reader would clearly understand what
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the company is offering. It also has to be explained how the customer will benefit from

the services given and what demand it will satisfy (NFIB, 2016).

Next part is market analysis and it is extremely important to every business plan. Good
market analysis lead to strong financial plan and that is fundamental part of a business
success. Market analysis describes the current market situation in terms of size, trends
and growth perspective. It shows how many competitors there are in the market, their
strengths and weaknesses. This analysis helps to predict the potential niche for new
businesses. Usually there is a lot of statistics in this part which helps to establish a
proper price, distribution and promotional strategies needed to be applied. In addition to
that, target group has to be described also the strategy how to reach them (NFIB, 2016).

Fifth part is marketing research. First, it gives the explanation why this kind of research
was chosen, why those questions were given to answer. This part analyses how and
what data was collected during the research. Secondly, the data collected is turned to the
information that helps to find the answer to the main research question which is the
purpose of this business. The results of this part directly influence the following part

helping to decide what marketing strategy needs to be applied (NFIB, 2016).

Sixth part is marketing plan. In this part important marketing decisions has to be
explained. One of them is pricing. It is the most important and the most difficult to
make. The price has to be competitive but also cover all costs. Also promotion strategy
has to be explained in details. Meaning, that advertising channels chosen, sales and
public relation are outlined. Furthermore, marketing mix is described together with the

appropriate application to this business (NFIB, 2009).

Finally, the seventh part is a financial plan. After product, market and operations are
decided final part can be written. There are three main documents that are fundamental
for business plan: sales projection, income statement and break-even point. Income
statement shows how much money the company is making or losing during the year.
Sales projection shows how much cash the business will get, from where and how much
does it needs to have in order to meet in goals. To conclude, the business plan has to
show the weak spots of the idea and is it worth fixing them to actually work on it
(NFIB, 2009).
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3 BUSINESS PLAN IN PRACTICE

The travel industry has changed dramatically. With the Internet new channels of
traveling has arisen. People join groups, compares prices and deals to find what they are
looking for. All of that requires time. We are facing the issue when there is so much
information that requires a huge amount of time to analyze it all until we find what we
are looking for or until we analyze it enough to make a decision (Buhalis & Zoge 2007).
Time is money and that is what Around Lithuania values. Our customers are those who
value time and experience, those who can trust professionals in order to get something
they will remember and tell their friends about Lithuania. We want our customers to
leave the country and tell stories about it.

3.1 Executive summary

Around Lithuania is a company owned and operated by Vainora Blaskeviciute. The
company is located online; however, most tours will start from the capital city where
most of the tourists come to. The founder of the company is experienced in traveling
industry and is passionate about showing what Lithuania has the best to the customers.
Around Lithuania was registered in April 2016 but did not start operating yet. An
opportunity to succeed is realistic because there are a rapid growing number of tourists
coming to Lithuania. Their number has increased by 28.6 % from 2008 until 2015
(Lithuanian State Department of Tourism, 2016). In addition to that from all the
companies organizing tours all of them have only few tour options and the limit of
minimum number of customers in order for the tour to happen. “Around Lithuania” is
taking an advantage to that and enter the market offering flexible private tours. The
meaning of that is that flexibility will be reached by offering the tours for even a single
person and to small groups, up to 6 people. Our company saying is that “Time is
money” so we will be charging for the duration of a tour, no matter how many

customers are taking the tour.

3.1.1 Mission statement

There are no high mountains any huge rocks, no gazers, any waterfalls or beautiful

beaches with white sand in Lithuania. Instead of that we can be proud of unique historic

towns, architecture masterpieces, beautiful churches, clean rivers and lakes, green
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forests, castles, mansions, and history. What is important the most, we have
opportunities, to give the experience for our customers’ to discover this small beautiful
country and it does not matter that most of people still think it is a part of Russia. It does
not even matter that people do not have it on a visiting list. We can make them to want
to come here! Company’s mission statement is to provide high quality personal
traveling service that can satisfy customers’ needs and even overcome their expectations

and make their holiday a new comfortable adventure.

3.1.2 Fulfilment

The core value of the company is being professionals but creating a laid back
atmosphere for the customer. That is achieved by combining hard work, education and
travel experience. The company wants their customers to feel important and always be
ready to deliver what customer really wants. Around Lithuania takes care of building a
strong business relationship with several service companies like car rental, hotels and

others. Also, outsourcing will be continuously evaluated.

3.1.3 Future service

Around Lithuania will increase the number of tours offered to the customers. The
company is planning to take the advantage of trade shows, fairs and other events to
reach potential customers and also to keep an eye on their competitors, monitor the
market itself and future changes. Around Lithuania may develop business in additional
areas and offers tours to the nearby countries like Belarus and Latvia. However, not
wanting to limit ourselves we will be open to special hire by groups of people. Anyway,
we do not want to lose our main concept of being flexible, so that will be available only
if all the group will be interested in the same destination or even, for example, 20

people going to the same festival.

3.2 Company description

Around Lithuania is a high quality tour operating company that intends to provide
private fully arranged and escorted tours for solo travelers or small groups (up to 6
people). That is the main differentiation from the competitors because most of the

companies set the minimum number of people on the tour. The company positions itself
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as a specialist in personal traveling all around the country. In order to provide that
company appreciate each customer and offers wide variety of tours and destinations
even to a single customer. The main concept is to give customers the opportunity to get
out from the capital city — Vilnius, which is often difficult to arrange by the foreigners
themselves. Despite the variety of tours and activities outside Around Lithuania has
several partners offering indoor activities to allow the company to offer service all year

around.

3.2.1 Legal form

The legal form of Around Lithuania is small partnership (mazoji bendrija, in
Lithuanian). It is a new business model started being used since 2012. It is a limited
liability legal form of any natural entity that can provide any legal activity. Small
partnership can have up to ten members but all of them have to be natural entities. That
means that companies cannot be a member of the company with this type of legal form
(Euro Apskaita: Mazoji bendrija — lengvesniam verslui). Around Lithuania is operated
by one owner — Vainora Blaskeviciute who is the director of the company and also
works as a travel leader. The company was opened online using electronic signature. In
addition, the company also gets the license to organize tours from the Lithuanian State

Department of Tourism.

3.2.2 Location

Around Lithuania is an online based company because this type of business does not
depend on the fact where the office is or does it exist at all. However, most of the tours
will start from the capital city — Vilnius, where most of the tourists come to. The
company has many competitors in the area but it is the only one that specializes in

providing service for solo travelers.

3.2.3 Organization management

To handle all business the company will rely on technology like World Wide Web and
different apps on the phone. At the beginning basically all of it will be run by one
person — the director together with outsourcing other specialists like another travel

leaders, guides, accountant and web programmer. As it is mentioned before company
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director is a professional guide so she will be the one giving tours at the very beginning
of company operation. However, after reaching the level where one person will not be
able to manage the company and provide the services self-employed guides will be
hired. All the guides are experts in their field and will share their experience and
knowledge with the customers. Besides that each guide has a quality sense of humor
which can guarantee that every client will fully enjoy laid back trip. Each client is
unique and he or she requires unique attention that is exactly what our guides are trained

for. We want our service to be not only friendly but to be exceptional.

3.3 Service

Around Lithuania positions itself as a niche service provider between other traveling
agencies arranging personal private tours around the country. The company offers high-
quality escorted tours where the customer has a freedom to choose the departure time
and place and places he or she wants to visit. Sightseeing can be combined with some
extreme activities or luxury accommodations with the high quality service and
extraordinary food. Basically, the company has the variety of tours offered but it can
easily be customized according to the customer preferences. All the guides will be
driving customers and even joining them on some of the activities. To begin Around
Lithuania offers ten different destinations with particular entertainment from hot air
balloon ride to bungee jumping. The tour will be offered based on the customer’s

preferences such as time of travel, destination, activity wanted and the budget.

Most of the tours will start with tourists that are already in Vilnius. Since it is a small
country and it takes up to four hours to drive from one side to another. It is believed that
at the end of the day we will come back to Vilnius where customers will have their
accommodation booked. However, in order to provide few days’ trips we will offer a
hotel booking service. Our main feature that differs us from other agencies is flexibility.
If customer wants to visit a particular place we can offer that and even suggest other
places worth visiting on a way or nearby their destination. Down below is a list of

potential tour options:

1. Rasu cemetery tour. Cemetery is located only 10 minutes away from Vilnius city

center. This excursion offers excellent photographic opportunities.
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. Vilnius old town tour with hot air balloon. Professionally guided tour over the
old town of Vilnius. This tour is an eye opening tour in terms of normal old
town visits.

Cycling from Klaipeda to Nida. This tour will cover approximately of 50
kilometers cycling taking about half day to complete.

Bird watching in Rusne. Rusne is the biggest island in Lithuania. Birdwatching
Is the main tourist attraction to the area. This 56 hectares reserve provides an
ideal getaway opportunity where you spend few hours away from the city in a
nature watching birds from very close.

The Hill of Crosses. Unique place near the city of Siauliai where people come
from all over the world and leave crosses on the hill. Now there are millions of

them. This place looks saint and mysterious at the same time.
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4 MARKET RESEARCH

The travel industry is similar to many other industries. There are some features that can
be applied to any countries no matter how their tourism differs. There are large national
chains, small home-based businesses, online companies, and self-employed people and
so on. Travel related associations have the number of member and that is a good
indicator in order to see how many participants there are in the market. However, not
only their number but also a proper market analysis needs to be done in order to prepare

a successful business strategy (NFIB, 2009).

4.1 Market Analysis

Lithuanian travel and tourism industry takes approximately 5% of gross national
product (GNP). It is few percent lower than average in European Union (7%) and in the
world (9%) (Romikaityte & Kisieliauskas 2012, 128). At a large scale research that was
done by Lithuanian State Department of Tourism demonstrates that incomes from
incoming tourism are constantly increasing every year starting from 2009. In 2015 it
was even higher than incomes in 2008 when economic crisis has happened. Generally
there is a trend towards increased growth of out-coming and local tourism also.
However, incoming tourism market is separated into leisure and business travel.
Business trips took 29.7% of all the market and leisure 70.3% in 2015 (Lithuanian State
Department of Tourism, 2016).

4.1.1 Market Trends

The statistics in Table 4 demonstrates that the number of tourists coming to Lithuania is
increasing rapidly every year. Comparing to 2009 their number has increased by 50% in
2015. Most of them are from the neighbor countries like Belarus, Latvia and Russia

(Lithuanian State Department of Tourism, 2016).
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TABLE 4. Number of incoming tourists. Adapted from Lithuanian State Department of
Tourism (2016)

Number of incoming tourists (thousands)
JUVURN IUURRN 7] INWPR FTTTZIE) NV FTTTZITY NV FTPIVY NV FTETIVY IO FUTTIE) I FUEZY
m. m. m. m. m. m. m.

In total 16103 13411] 16809 15069  12.40% 1775 17809  18995]  700%]  20119]  se0%| 20627 2500 20713 04099
Belarus 2086] 2073 18eow|  2015] 17.90%]  ss03] 1670%]  s738] 9809 8]  oa0%|  azag]  azow]  aes9 -13.909%
Latvia 182 1404 -azoow| w463  2100|  17se| 22000 1004 Gaow| 1088  aeow|  2085] 1400w 2543 11,3004
Russia 2273]  1894] 1670w 2245 18sow| 2566 1430  aosa| 2800w  se92] 1240w  a263 1160w  2116] 35209
Germany 1069  1352] 1000w  1592] 170w 1513 soow| 1617  eoow| 1663 280 1742 asow| 1887 83094
Poland 1815  1415] 22,009 166  1730%  2156] 2000%] 1005 -1neo%| 1829 4009 162] 11400  1752] 8109
E::;e:om 765 s92|  -22.60% 652|  10,10% so6|  -8,60% 656  10,10% 766|  16,80% 7| 270% 37| 12,709
Norway 386 287 -2560% 255 -11,10% 435]  7060%) s 17,20 si6|  1.20% sa8]  6.20% 66,8]  2190%]
Estonia 60,2 02| -16,60% 67|  3350% 535|  -20,10% sa1|  110% 56| 2,80% so6|  7.00% 651] 9209
Ukraine 31,8 206]  -35.20% 164]  -20,40% 216] 31,709 25 4208 22| 43.10% 463 4380% s04] 28,3094
Finland 502 434]  -13.50% 657]  5L40% 098]  6.20% 82| -2.30% so|  -13.50% sa2]  -8.10% s84] 77094
Sweden 47,4 314 -33.80% 37| 7.80% 557 65,30% 56| -18.10%) 45| 240 469 540% 56| 19,4004
Italy 44,2 268 -39.40% 282 520 392] 39,009 s 970 31| 3709 382 12,009 48,9 28,009
France 253 35| 7.10% 303 28.90% 85| 27,10% 37| 2109 37 800 354 2009 308 124094
Denmark 374 263 29,70% 28] 570% 78] 12.10% 292 5.00% 294 070% 301 2504 36| 19,5009
;’;'::: 208 174 -17.80% 206|  2050% 22| 27,000 261  -0.40% 26| 570% 343 2420% 353 3,009
Spain 15,1 134 -11,30% 166]  23,90% 292 75.90% 252 -13.70% 248]  -1.60%) 261 5309 328 25609
Japan 93 77| 17,209 8a  910%) 8o 6009 o8] 10109 102 410% 147] 43.60% 226] 543094
Belgium 115 88| -23.50%) 128 4550% 191 49,20% 194 160% 208 7.00% 201 -3.40% 216 7504
L\‘eme"a”d 203 159 -2170% 139 -12.60% 197 av70% 174 11.70% 179  2.90% 185 350% 211 13.90%
Izrael 77 68| -11,70%) 55| -19.10%) o 63609 92| 2209 74 -19,60%) 143 9270% 172] 20609
Austria 118 83| -2070%) 119]  43.40% 126]  590% 126]  0,00% 126]  000% 134 620% 158] 18,0094
Ireland 24,1 17| 5150% 64 45,30 7] 10,90%) 86| 21,109 96|  11,60% 134] 39409 122] 89094
gzzcul”c 111 103 -7.20% o1  -11,70%) 03 2209 os| 2209 92 3209 88|  -470% 107] 22,000
jw'lze”an 10,1 51| -49,50% a8 -9,80% 61 32,609 56| -8.20%) 71| 26.80% 83|  17.40% 107]  2830%
Portugal 34 51| 5000%) 29| -43.10%) s| 72409 38 24,009 43 1320 51| 19.40% 74] 44109
China 14,7
Turkey 11,3
g:lenrtries 713 492|  -31,00% 429 -12.80% 573 33.60% 34| 5430% 1008 2420 1257 1a50%| 1231  -2.0%

During the period of 1940-1990, when Lithuania was a part of Soviet Union, it was a
travel destination to many people from the parts of the country because of famous spa
centers and sea side (Archyvai, 2016). Even now many Russians and Belarusians are
coming to Druskininkai or Birstonas, because same spa centers still exist and all of the
personnel can speak Russian. However, as a result of the changes in politics and
economic situation the number of their tourists has decreased in the past few years.
Despite of that, many tourists come from European Union countries like Germany,
United Kingdom, Estonia and Finland. The biggest increase was from the tourists
coming from Japan, Portugal and Italy. That is a good sign because they are known for
spending the most money abroad (World Economic Forum, 2016). To conclude,
tourism market is growing in Lithuania. Reasons for this growth:

e Joining Eurozone and being more attractive for tourists form other Eurozone

countries
e Airlines adding more destinations from and to the country

e Decreasing fuel price, which made travel less expensive (Delfi, 1999 — 2016).
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4.1.2 Market Needs

According to the Official Statistics Portal, tourist is a visitor who arrives to the country
and stays there over one night at least. Since, every third tourist who came to Lithuania
has been here for the first time (around 700 000 every year) there is a huge market for
potential customers. Around a half of them comes here because they have friends,
family or business over here, meaning that at least the other half are unsure or they need
some help with the location they wish to reach (Lithuanian State Department of
Tourism, 2016). They look for the advice either online, at their traveling agency or ask
at the hotel. There is a lot of information and lists “what you should do in Lithuania”.
However, almost never there are instructions how to get there. From the personal
experience and friends stories, it is known that hotels do not always have receptionists
who are able to give proper information and tourists are often sent to the shopping malls
when they ask which places they should visit during their stay.

4.1.3 Competition

Around Lithuania is focusing on the incoming tourism market in Lithuania. Incoming
tourism definition says that it is a process when non-resident or foreigner visits a given
country (Reference, 2016). Lithuania is a small country in the Eastern Europe with the
population of 2.9 million, 2015 (Europa, 2016). It belongs to European Union since
2004 (Europa, 2016) and is a part of Schengen area starting from 2007 (Schengen Visa
Info, 2016). Starting from 2015 it has changed its currency Litas to Euro and has joined

Eurozone which makes even easier for foreign tourists to go around (Europa, 2016).

According to Lithuanian State Department of Tourism (2016) companies’ that work
with incoming tourism had yearly revenues of 767.8 million EUR in 2015. Few of them
are direct competitors offering the same or similar service to ours). In addition to that
there are indirect competitors that come in several forms like hotels; car rent companies,
apps and websites offering tour planning services. Tourism is a rapidly growing
industry with 2.07 million tourists who came to Lithuania in 2015. This is 0.4 % more
than in 2014. 57% of tourists came by car or a bus, 38% by plane, 4% with a train and
only 1% by the sea way. Even 95% evaluated their stay very good or good (Lithuanian
State Department of Tourism, 2016).
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4.1.4 Target market

Around Lithuania is specializing in incoming tourism that means that it will only
provide service for the customers that are already in Lithuania or coming there. Our
main focus is English speaking tourists as it is quite difficult for them to go around the
country on their own. As Lithuanian State Department of Tourism (2016) statistics
shows, typical tourist stays approximately 4 nights and since the majority of the tourists
have visited Vilnius (68%) our company is going to target those who come to this area.
Vilnius is a capital of Lithuania with the population of 517.000 and has more people
than any other city in the country (Index Mundi, 2015). Our clients are tourists who are
interested to visit best places of Vilnius but what is more important they are eager to go
outside of the capital and see the real country, visit some other cities and places. Our
primary customer is solo traveler or a small group of friends, colleagues or family.
Around Lithuania is ready to offer them some tour ideas or satisfy their wish to visit

places they want to go to.

The target market is travelers who come to Lithuania for business or vacation and have
few hours or couple of days to see the country. While they are tired of new cities with
similar hotels we are ready to give them traveling experience that will be unforgettable.
These people value the time so they are ready to pay for it. The traveler will be able to
select particular areas or destinations of the tour. The intention is to provide customer
the ability to get out from the city and go see the places that usually it is difficult to get

to the tourists by themselves.

4.2 Competitive Analysis

There are 234 registered travel organizing companies in Lithuania. 116 of them work
with outgoing tourism, 29 with local and 89 with incoming one only, including Around
Lithuania (Lithuanian State Department of Tourism, 2016). Direct competition can
come literally from any of these agencies, and there are several that offer personal tours
to the particular objects. Lifestyle, age, budget influence the decision of choosing one
service provider. Travelers often make their decision based upon all these factors as

well as their desire combined with their traveling time.
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Basically all of the companies, organizing tours have only 3 to 5 destinations and
minimum number of people required in order the tour to happen. However, instead of
competing with them we are planning to build strong business relationship and to offer
our service whenever the competitor is not able to do so in order of flexibility. After all,
customers might be loyal to the tour operators they use constantly as an answer to that
we are planning to use aggressive marketing and to show potential customers that our
service is much more flexible because we are customer oriented and we can assure the

best quality and experience.
4.2.1 Research results
Market research was made in order to find the answer to the initial thesis question. The

research was done using qualitative research method. Email account

(traveleroona@gmail.com ) was created and the emails to the companies organizing

tours were sent. The list of all of them was found on the Lithuanian State Department of
Tourism official website and the letters via e-mail were sent pretending to be Oona from
Finland who is planning a trip to Lithuania and is interested in private tour. As a
measuring point one destination was chosen to make prices comparison appropriate.
The questions were asked if the company could arrange a tour for one person only, what

would be the duration and the price of it.

E-mails were sent to 189 companies that are in incoming tourism business in Lithuania,
only 33 of them replied. From the e-mails received, few of them seemed unprofesional,
for example, one of them asked to contact them later to organize everything because it
was mentioned that the trip is in few months, that was its answer even twice, when was
asked about the approximate price. Another one was saying that they do not understand
why the potential customer can drive on her own. One more answered with mistakes in
quite a basic sentence. Two of the competitors said that they only arrange a tour in a
particular part of Lithuania. 17 replied that they do not arrange tours for a single person
only. The rest 13 competitors offer private tours. Their marketing and pricing strategy is
showed in a table which is attached as Appendix 1. The records of email interviews are
added as appendixes at the very end of the thesis because it would take too much space
in thesis itself. The text is copied and pasted from email letter in order to make it more

understandable.


mailto:traveleroona@gmail.com

27

As it is seen from the table in the Appendix 1, there are only two companies using all
social media channels to advertise their service. That makes Amber Tours and MG
Voyages our main competitors. They both have highest prices, charging customers 25
and 32.5 EUR an hour. The pricing strategy that Around Lithuania is going to apply is
charging customers even lower than average price which is almost 24 EUR/hour. That

Is a bit higher than Around Lithuania price offered.

Our service will cost 20 EUR an hour and it will be used as a marketing strategy,
advertising tours with a saying: “Time is money”. This price does not include the cost
of the tickets to the places visited and meals. Each tour will be measured by time it
takes and people will not be charged more if the tour will take longer because of some
delays. The price will be the same despite the number of people there are on the tour.
However, there cannot be more than 6 because that is the maximum capacity of mini

bus that can still be driven with a B driving category.

After visiting competitors’ websites it appears that all of them are full of information
which is not only superfluous but also confusing. Out from all thirteen companies
analyzed not a single one is focusing on Lithuania itself and the tours they are offering
are at least 3 days long, requires a minimum number of people, do not have a

guaranteed departure and do not mention that it organize tours for a single person.

As a response to that, Around Lithuania is going to position itself as a specialist in
personal private tours around Lithuania only. It will be the only one registered tour
organizer in Lithuania offering only that and focusing on English speakers only. In
addition to that, the company wants to outline its qualification by providing their staff
with the t-shirts with company’s logo on it. In order to attract more customers Around
Lithuania will be using three social channels: Facebook, Instagram and Google.
Furthermore, an official web page has already been created. To conclude, blue ocean

strategy applied is shown in Figure 3.
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Around Lithuania Strategy Canvas
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FIGURE 3. Blue Ocean Strategy Canvas

The answer to the main thesis research question is shown in the figure above. Around
Lithuania will apply blue ocean strategy by focusing on private tours only. Few
competitors can offer that but none of them mentions that in their advertisements. By
that the company will be the leader with flexibility as the departure will always be
guaranteed, its time will be on a customer’s request completely and all the attention will
be addressed to one or few tourists only which will assure that the service they get is the
highest quality. In addition to that, the company will use social media channels like
Facebook and Instagram. It will also be advertised on Google and will have its own

official web site.

An innovative idea that this will be applying is a system of charging each customer a
price that is constant regardless of the number of people per tour. This strategy will be
fair for solo travelers and beneficial for small groups. However, Around Lithuania will
only offer the service in English and only in Lithuania which makes the web page look
simple and easy to understand.
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4.3 Marketing plan

Marketing plan is essential part of any business plan. This allows for evaluation of
business strengths and weaknesses and helps to find market opportunities. It also
analyses service offered from the customer’s point of view in order to see how their
needs could be fulfilled in the best way. In addition to that, the appropriate marketing
channels needs to be discussed. Proper marketing tactic is created with the combination
or marketing mix and SWOT analysis (NFIB, 2009).

4.3.1 Marketing mix

Marketing mix is a well-used tool in a marketing plan process. It is also known as 4 P’s
which stands for product, price, promotion and place. First, the product or service
offered has to be right, meaning that there should be the demand for it or the demand
has to be created. However, there has to be someone who needs and will use the product
or service. Second, the price has to be reasonable. Customers do not really take into the
consideration how much does it cost to market the product but they do care what value
it gives and if it is worth paying those money for it. Third, there has to be an appropriate
promotion used because it is the way to reach potential customers. In order to choose it
correctly, potential customers and their habits has to be known. And finally, the place
plays a huge role, because business success often depends of the product is offered in
the right place and at the right time (Ehmke, C., Fulton, J., Lusk, J.).

4.3.2 SWOT analysis

Around Lithuania is positioning itself as private tours organizing specialist and offering
to drive tourists around in a private car giving them the feeling of importance, freedom
and flexibility. The company is confident enough to offer best deals for the appropriate
price and to improve tourism level in the country. Time is a precious commodity. Our
goal is to save customers’ time and to ensure that their needs are satisfied for
appropriate price. Below are the summarized SWOT analysis which is a way of
summarizing the current state of a company and helping to devise a proper plan for the
future that highlights the existing strengths, weaknesses, opportunities and threats

(Table 5). The result of this analysis is to see the reality of business idea; if it is worth
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doing it at all. It also gives a list of action points which should be followed together
with things that should be avoided (Fine, L., G., 2009).

TABLE 5. SWOT Analysis.

Strengths
Registered company: many customers
choose services only form registered
companies.
Flexibility: offering tours for solo
travelers. Tour price does not depend on
the number of people on the tour.
Low investment: it does not need a lot of
investment to start a company.
Poor English: older generation very rarely
speak English; it is difficult for the tourist
to go around by his/her own.
Skilled employees: guides are well-
qualified, friendly, polite, outgoing.
Diversity: high number of tour available
Timing: time of the tour is when the
customer wants it to be.
Social media: company will use social
media widely to reach the customers.
Website and Google Ad: Google is one of
the most used channels to find tour
provider; having an official website adds

extra value.

Weaknesses
Weak brand name: company is still new
and unknown for the customers.
Lack of business experience: even the
is a
little

owner has studied business and

licensed guide; she still has
experience in managing a business.
Business strategy affectivity: business
strategy applied might not be effective as
the company only focuses on private tours.
Only one language: company will be
working with English speaking tourists

only.

Opportunities
Tourism sector growth: it is constantly growing in
Lithuania.
More English speaking tourists: the number of tourists
form EU countries is growing, more and more English
speakers are coming from other countries also as English is
becoming the international language.
Poor public transport: trains or busses go to other cities
few times a day, it is quite difficult to get to some places or
that takes a lot of time.

Solo travelers: number of people traveling on their own is

increasing.
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4.3.3 Differentiation strategy

As the initial question of this thesis is to find an appropriate pricing strategy to be able
to enter the blue ocean market with this strategy, it is also important to find the ways,
how the company can differentiate from its competitors in order to gain market share.
Around Lithuania intends to offer a unique service which is affordable, comfortable and
luxurious at the same time. The company is planning to beat its competitors by
combining flexibility, promotion and price. As it is mentioned in SWOT analysis, the
company is going to offer broad variety of tours and tours for even solo traveler.

Even, some companies do offer tour for one tourist only; however, they do not offer that
on their website and the tour options over there are limited and tour dates are fixed.
Moreover, most of the competitors do not have their own website or advertisements on
websites such as Google; limiting visibility. Furthermore, Around Lithuania is one of
few tours organizing companies in Lithuania using Instagram as a marketing tool. It is
also seems that only few companies invest into brochures and leaving them at the
hotels, anyway, most of them have agreements with the guides who are self-employed

and work on a request.

4.3.4 Pricing

Price is important factor in marketing strategy. It has to be low enough to attract the
customers but at the same time to assure that all business expenses are covered with
some profit left. To the business which is applying blue ocean strategy price is an
import factor because it is used as a marketing plan. Much of the pricing of Around
Lithuania is determined by market standards, meaning, that it cannot be much higher
than competitors price. After analyzing competitors and their pricing strategy, the
decision about charging by the hourly rate was made. That means that the price will
depend on the length of the tour no matter how many customers there will be. In this
way, price will be much cheaper than competitors if there are more people on the tour.

Further explanation and particular prices are explained in the fallowing chapter.
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4.3.5 Marketing strategy

Around Lithuania expects the first several months to be used to plan trips and make
contracts with trip leaders and partner companies. By the end of year one the trips is
planned to be in full swing and the company will be building a solid customer base that
will be created by implementing strong marketing strategy.

Marketing strategy is a ways of reaching the customers. First of all, its ground goal is to
use marketing channels to assure that customers are aware of the company existence.

That will be done by combining social media which is Facebook

(www.facebook.com/aroundlithuania) and Instagram

(www.instagram.com/aroundlithuania). These channels are free; however, additional

services as Facebook Ad will be used to reach more potential customers because it is
done based on their location or interests. In addition to that, the company is planning to
buy Google Ad which is one of the first places where people look for the information

on. Official company’s website (www.aroundlithuania.eu) will also be created as it is a

crucial feature making the company to look trustworthy.

Moreover, color brochures that include tour options, prices and other information will
be printed and used as sales promotional material. They will be distributed to bigger
organizations like Tourists Information Center that often recommend the service to the
potential customer. Also they will be left at the hotels as they are the places where
customers ask for the information. There are 566 hotels found in Vilnius (Booking,
2016). The number of leaflets has to be high enough to be able to leave them in most of
the hotels. T-shirts with company’s logo will be worn by the guides on a tour in order to
help customer to recognize him or her and also to improve company’s visibility. An
email address and phone number is also given in order help customers to reach the

company faster.


http://www.facebook.com/aroundlithuania
http://www.instagram.com/aroundlithuania
http://www.aroundlithuania.eu/
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5 FINANCIAL PLAN

Financial plan is a detailed explanation expressed visually on estimates investments,
incomes and profit. It helps to see how much money does in need in order to start the
business and determines where the company is going with it, what it will be used for.
This part is made from six smaller parts: start-up costs, sales forecast, income statement,
break-even analysis, risk plan and future plans. Despite the fact that Around Lithuania is
registered company, it did not start operating yet. That is why the numbers in some
tables will be only projections; it is not possible to know how much business the

company is going to make.

5.1 Start-up costs

The basic Around Lithuania start-up costs include marketing fees, website development,
legal fees related to the opening of a new company and a deposit for car rent. The
marketing costs are for the brochure and advertisements. Start-up will be financed by
the owner’s personal investment and will cover all the expenses needed for the company
to start operate successfully. Salaries are not included because employees will not get
paid if there is not going to be any actual job done. Further information can be seen

form Figure 4.

Web page 300
Legal fees 150
Facebook advertisements 100
Google advertisements 400
Brochures 300
Business cards 30
T-shirts with logo 120
Other expenses (car rent payment with deposit, fuel, insurance) 500
Total expenses € 1.900

FIGURE 4. Start-up costs.
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5.2 Sales forecast

Sales forecast part shows a month-by-month sales projections which are planned to
achieve. This plan is usually made for whole year. Around Lithuania was opened in
April, 2016, however, it is expected to start operation from the April of the following
year when tourism season starts. The season lasts for six months from which three of
them are intensive. The rest half a year is quite low for tourism industry in Lithuania.
However, Around Lithuania offers its service all year around and still expects to make
some sales each month. The company will charge tourists by hours, 20 EUR for an
hour. It is expected to have 4 full days (8 hours) a week booked during three months of
high season, 3 full days during next three months of the season and 2 days for the rest of

a year. Further calculations are shown in Table 6.

TABLE 6. Sales forecast.

April| May | June | July |August|September|October|November|December|January |February| March
Days operating/week 3 3 4 4 4 3 2 2 2 2 2 2
Days operating/month 12 12 16| 16 16 12 8 8 8 8 8 8
Hours operating/month| 9| 96| 128 128 128 9% 64 64 64 64 64 64
Sales, EUR 19201920 (2560 [2560 2560 (1920 1280 1280 1280 1280 1280 1280

5.3 Income statement

Income statement is an tool measuring company‘s finance. It shows main financial
measurements: revenue less expenses results in a profit or loss. To be more specific
income statements shows if the company is profitable. Companies usually prepare
income statement once a year. It is used to show investors how well or bad the company

is doing by reporting earnings and expenses over the period of time (Mason, R., 2012).

Figure attached as an Appendix 2 shows the income statement for Around Lithuania
company for a period of one year. The year is measured from the April to another one of
the following year. As Adam Hoeksema has offered, Costs of Goods Sold was changed
to Cost of Revenue in the income statement. It is usually made from the direct cost of
the service (wages) and fuel (Hoeksema, 2012). Despite that, Cost of Revenue part is
left empty, or to be more concrete, there is zero, but wages and fuel are mentioned in the
separate rows. Tour guides hired will be self-employed; the wages are calculated by

multiplying the number of hours worked by 7 euro that much they are going to be paid.
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Small partnerships are intended to pay three types of taxes:
e Profit taxes. Usually it is 15%. But enterprise pay only 5% if there is less than
10 owners, annual income is less than 300 000 EUR, owners do not own 50% or
more of another enterprise stocks.
e VAT, 21%. Only if company’s income is more than 45 000 EUR a year.
e State Social Insurance Fund (Sodra, in Lithuanian). 350 EUR a year (MB
Apskaita).

5.4 Break-even analysis

Break-even analysis is a tool used to determine the breaking point when the business
will become profitable. Meaning, that it shows how many sales needs to be done in
order to cover all the expenses. To begin, the start-up costs needs to be known to figure
the sales revenue needed (University of Wisconsin System, 2001). As it is mentioned
before, the hourly cost of the service will be 20 EUR and start-up costs are 1 900 EUR.
To conclude, we project that the company will be able to generate a positive cash flow
after a first month of operation, to be more specific, the company needs to provide

services for 95 hours.

55 Risk plan

»Risk is a part of any activity and can never be eliminated, nor can all risks ever be
known. Risk in itself is not bad; risk is essential to progress, and failure is often a key
part of learning.” (Scoy 1992, 3). However, it is needed to balance the possible and
negative consequences of risk and be prepared for that. As a tool for that risk
management plan is often used by the companies. It is usually in a form of a table with a
list of potential risk, the risk level of it (low, medium or high) and the proposed action
that has to be taken in order to prevent it or when it happens. Table 7 shows risk

management plan for Around Lithuania.



TABLE 7. Risk management plan.

36

Priority (high, med.,
low) based on the prob-
ability x impact evalua-

Risk tion Actions
Offer 20% refund of the price paid,
Customer is not satis- improving staff's qualification,

fied or has complains

provide training courses for the

about service quality | Medium staff
Improve marketing, try new mar-
Lack of orders Medium keting channels
Staff quit unexpect- Finding someone else who can
edly or is sick Low replace them
Build strong customer relation-
ships, look new business opportu-
Economic changes Low nities
Offer new service, look for other
Political changes Low opportunities
New competitors or
old ones with im- Improve existing service, offer
proved service Medium new ones, look for partners
Keep eye and check accordingly
Management misun- the overall situation, arrange staff
derstandings High meetings
Financial difficulties | High Insurance, having extra money
Keep eye on finance of the compa-
Bankruptcy Medium ny
Bad weather High Offer indoor activities
Technical market Always look for new technical
improvements Medium improvements
Loss of marketing
coordination and Do research and analyze the mar-
control Medium ket
Keep eye and check accordingly
Slipping profits de- the financial situation, lower ex-
spite increasing sales | Medium penses

5.6 Future Plans

The key of any business plan is to show that business idea is good and business itself

can be profitable. However, another important thing is to show that company has a

realistic opportunity to grow bigger. Tourism is a tricky business that is seasonal and

often limited by things like weather conditions. Around Lithuania will become
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profitable at the end of first month of operation. Despite of that, its revenues is expected

to go down as the tourism geos of the season.

5.6.1

Three years plan

The company started operating on a very small basis having only one travel leaders

working with a company, however, its goals over the next three years are:

Operation of 50 000 EUR by year three

Develop alliances with service providers inside the country and traveling agen-
cies internationally that provide traveling service to Lithuania

Increase the number of travel leaders

Offer road trips to the neighbour countries

Attend 3 tourism fairs annually

In order to achieve these goals the company has to focus on the key areas:

Effective reaching of the target group

Successfully position ourselves as a flexible tour organizer

Stand out from our competitors and be a leader offering flexible and outstanding
tours around all the country

Keeping high quality of the service

Careful selection of staff hired
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6 CONCLUSION AND DISCUSSION

The objective of this thesis was to write a proper reasonable business plan for tour
providing company Around Lithuania. The main research question was how much it
should charge its customers. The analysis of research results are in chapter 4.2.
However, the research analyzed both primary and secondary data. First of all, official
statistical information about tourism itself and incoming tourists to Lithuania was
found. Secondly, secondary data was collected by pretending to be a customer and

interviewing competitors via e-mail.

Almost 200 companies having a license to provide tour service were contacted.
Surprisingly, only small part of them replied and from those which did only 13 appealed
as direct competitors. Deeper analysis was made on them. After competitor's pricing
strategy was analyzed it was decided to charge customers by the time tour is taking no
matter how many people are on the tour. The price will be even lower than average

price of the competitors.

The research has also analyzed their marketing channels used. The results showed that
those companies are rarely using all social media channels even some of them are free.
Research outcomes helped to create a proper marketing plan with realistic financial
projections and calculations. In addition to that, Around Lithuania will be differentiating
from other market players by focusing on flexible private tours offering services with
customized length and destinations. In addition to that, the company will be using only

English as tour language.

I, myself am a commissionaire of thesis as the owner of Around Lithuania company. |
was quite surprised by the results of marketing channels used. I realized how important
is to use social media and ads on Google and Facebook. Before that | thought that I will
invest in marketing only some money. After seeing research results | understood how
important it is to be visible to the customers because most of competitors are not. The
thing that surprised me the most was that none of the companies outlines that they
organize trips for solo travelers which in my point of view is very demanding service.
Foreigners that I met in Lithuania gave me this idea as they were complaining that it is

difficult to go around the country on your own speaking English only.
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Having a proper business plan gave me a new sparkle to work harder on this idea.
Despite the fact, that profit first year is not that big, however, it is more than minimum
salary in Lithuania with less working hours. In addition to that, Around Lithuania is
expecting bigger payback of money invested into marketing in the following year as
word of mouth will hopefully be helping as well. In order to achieve that, the company
will be paying attention to the staff hired and provided service quality. | want Around
Lithuania brand to be a synonymous with good experience and high class and | am
eager to achieve that by combining the knowledge | get during my studying period

together with real life experience.
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APPENDICES

Appendix 1. Marketing research results
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Appendix 2. Income statement

8L9v
99¢
0s€
6¢S
92841
009
009€
00€
84T
o8
09¢
05¢T
¢6EL

0cTTe
0
0cTT¢

at

0€
181
660T
05
00€
T4
9%
0L
]
00T
8y

08¢T
0
08¢1

el

0€
181
660T
05
00€
T4
9
0L
o1
00T
8ty

08¢T
0
08¢l

evt

6¢
187
6601
09
00€
14
9
0L
1]8
00T
8y

08¢1
0
08¢T

ert

6¢
187
660T
05
00€
T4
9%
0L
]38
00T
1474

08¢1
0
08¢1

evl

6¢
181
660T
09
00€
T4
9%
0L
o1
00T
147

08¢T
0
08¢l

ert

6¢
187
660T
05
00€
T4
9
0L
]
00T
147

08¢1
0
08¢1

14514
8¢
6¢
oS
TLET
05
00€
T4
144"
0L
o1
00T
a9

0¢6T
0
0¢61

8 8
o 1
6¢ 6¢
L6 L6
7 L ]
09 05
00€ 00€
T4 T4
4] 4]
0L 0L
o1 1]8
00T 00T
968 968
0 0
099¢  099¢
0 0
09G¢  0949¢

8
W
6¢
L16
evot
05
00€
T4
e61
0L
o1
00T
968

094¢
0
094¢

14514
8¢
6¢
69
TLET
0S
00€
T4
144"
0L
o1
00T
¢l9

0¢6T
0
0¢61

¢Ie
8l
6¢
65E
G
09
00€
T4
144"
0L
09T
0sT
¢l

0¢6T
0
0¢6T

dn3 ‘woud 1N

%G ‘Xe} sWodu|
vddos

Xe) 810}8¢ sWoau|
yN3 ‘sesuadxa [e10|
sasuadxa 18410
wawdinba asea
921AJ3S JURIUNOIIY
seo

aoueINSU|

CWINENN I ER
Bunaxe |

sabepn

anuUaAal JO 150D
S3SNIdX3

dN3 ‘anuanal [ero]
sanuanal 1810
sanuaAal Sofes

Jeake u| e101 yaue\ Areniga4 Arenuer 1aguiadaq 13quianoN 48qo1o0 Jaquiardag isnbny  Ane

aunt  Ae|N [udy

SANN3IATYH



45

Appendix 3. Starting e-mail.

Hello,

I am planning to come to Vilnius 14-17th May. | am interested in taking a tour with
your company somewhere outside of the capital city. Please let me know how many
different tours you have to offer and are there a minimum number of people on the tour.
Best regards,

Oona
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Appendix 4. Interview 1.

Dear Mrs Oona,

Thank you for your letter and for your request. Unfortunately, we do not have any guar-
antied tours with excursions somewhere outside of Vilnius. We could offer for you the
individual tour only. So it would be very nice, if you specify, what kind of services
should be included, how many persons will travel with you and what level of accom-
modation do you prefer.

Thank you a lot for contacting us. Please, do not hesitate to contact us if have any ques-
tions or need some additional information.

Looking forward for your reply,

With kind regards from Vilnius

Hi,

It would be great if you could organize a private tour. | am interested in visiting the Hill
of Crosses. What would be the duration of the tour and the price?

Regards,

Oona

Hello, dear Oona,

Thank you for your reply. We could offer for you tour to the Hill of Crosses with a per-
sonal English speaking guide and transfer both ways. It would cost 200 eur. Tour dura-
tion, including travel time, would be about 8 hours.

Please, inform, if this offer is acceptable for you and what day did you choose for this
tour. I suppose that it could be 15th or 16th of May.

Thank you, waiting for your response.

Have a nice day,
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Appendix 5. Interview 2.

Hello!

Thank you for contacting us! We are fresh and newly established tour operator in
Lithuania. Mostly we work with universities or organisations groups.

There is 3 ways for private trips Lithuania:

- You have to collect at least 8 persons group and our guide would lead you through
tailor made tour suited for your needs.

- We offer you a car rent and prepare a travel plan according to your needs.

- We prepare a travel plan for personal exploring.

Which service would suite you best?

Thank you!

Hi,

I like the second option. | am interested in visiting the Hill of Crosses. Could you please
tell me how much would the plan and the trip itself would cost for me.

Regards,

Oona

Hello,
The trip plan would be 20 eur and a car rental would be ~40 eur per day.
Is it okay?

Hi,
Could you also offer the service of private guide who would drive me there? And what
would be the price then?

Oona

Hello,
The private guide would be 70 eur per day.
All the best!



