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Abstract: The development of the tourism industry depends on the competitiveness of the
small and medium enterprises (SMEs) that directly deliver value to the tourists. The Philippines
promotes tourism as engine of investment, employment, growth and national development.
The island province of Bohol in the Visayas region has picked up from this national policy to
install initiatives to improve their competitiveness as a tourism destination. This was identified
by the Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ), an international
development agency, as a pilot area for the implementation of the value chain approach to
development. Grounding on the concepts of value chain, systemic competitiveness, and TOWS
matrix, a participatory process was designed where stakeholders were sensitized to the need for
a collective effort in mapping and analyzing the value chain of the tourism industry, determining
the direction they would take and formulating upgrading strategies. What resulted were the
formulation of a provincial vision statement for tourism and a shortlist of upgrading strategies
at every function of the tourism value chain.

JEL classification numbers: L26, O20, O14
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1. INTRODUCTION

As a developing country, the Philippines recognizes the small and medium
enterprises (SMEs) as economic drivers. According to the Department of Trade
and Industry (DTI) the SMEs account for 98% of the total registered businesses
in the Philippines. Side by side, the Philippines is also promoting tourism as an
engine of investment, employment, growth and national development with the
enactment of the Tourism Act of 2009. At the front line of tourism are the SMEs
which deliver the products and services to tourists. In other words, SMEs make
up the tourism sector, thus, to develop tourism the SMEs must become more
competitive.
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The Philippines is a beneficiary of technical assistance from various
international agencies. The Deutsche Gesellschaft für Internationale
Zusammenarbeit (GIZ) in partnership with the DTI implemented the Private Sector
Promotion (SMEDSEP) Program in pursuit of a more favorable business climate
for the SMEs, particularly in the Visayas region of the Philippines. In 2011 Bohol,
an island province in the Visayas known for its tourism, was chosen as the pilot
area for developing strategies to upgrade the competitiveness of its SMEs.

Prior to the SMEDSEP Program of GIZ and DTI, the Provincial government of
Bohol has not been lacking in initiatives to improve its competitiveness as a tourism
destination. It has crafted the Bohol Tourism Master Plan, the Biodiversity Conservation
and Ecotourism Framework Plan, and the Tourism Sector MSME Development Plan.
However, even with these initiatives the SMEDSEP Program identified a need for
a cohesive, integrative and participatory process where the stakeholders analyze
their situation, identify solutions and commit to their implementation.

1.1. Tools for Analysis

Three tools were adopted in the design of the participatory process used in
this study: (1) value chain, (2) systemic competitiveness, and (3) the TOWS matrix.
The value chain is the overarching concept used in this study, thus the title of the
paper. The Value Chain Approach to Development could be found used in many
projects by the GIZ focused mainly on specific products.

Value Chain. In his 1986 book Competitive Advantage Michael Porter introduced
the value chain concept. Although Michael Porter explained it more thoroughly
in his book, the concept is simplified here for the purpose of usability and
transferability. As tool for analysis, one would be able to determine weaknesses in
systems or processes by simply acknowledging that value is created by activities
that are sequential. All activities in the chain should contribute value—every
activity producing value that is added on by the next activity, and so on. Guided
by the principle that ‘the strength of a chain is measured by the weakest link’, a
chain or sequence of activities is determined to be competitive only when all the
activities contribute value.

The GIZ has been using the value chain as tool for analysis, but with
modification. The chain of activities is mapped out, either vertically or horizontally.
This would be followed by the identification of stakeholders classified as players
and enablers. Players are those who perform the function or activity in the chain
while the enablers are agencies that are expected to support the players by working
for an environment conducive to business.

Once mapped out, the value chain may become more useful as information is
added to the map. For example, statistics in terms of value created per activity
relative to cost of inputs in the creation of value may provide valuable insight
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regarding the strength of the chain. Depending on the purpose for which the
analysis is performed, the value chain approach provides an excellent view of the
bigger picture without losing sight of the important details.

Systemic Competitiveness. Systemic Competitiveness is the contribution of the
German Development Institute originally developed for industrial development. In
the 1998 report of Altenburg, Hillebrand, and Meyer-Stamer—Building Systemic
Competitiveness: Concept and Case Studies from Mexico, Brazil, Paraguay, Korea and
Thailand—systemic competitiveness as concept “seeks to capture both the political
and the economic determinants of successful industrial development. It refers to a
pattern in which state and social actors deliberately create the conditions for successful
industrial development.” They further argued that as a framework for analysis, there
are four levels at which one should approach development.

The first is the meta level where the development-readiness of a culture is
determined and whether or not there is a consensus on the need for development
and integration into the world market. It also looks into the ability of the social
actors to jointly work together to formulate visions and strategies and implement
policies.The second level is the macro level. At this level one examines whether or
not there is a stable and predictable macroeconomic framework in place. Among
others, the exchange rate and general foreign trade policies are analyzed—whether
or not they stimulate investments.

The third is the meso level where policies and institutions are examined to
determine whether or not they “shape industries and their environment
(technology institutes, training centers, export finance, etc.) and create a competitive
advantage. Moreover, it is the world of local and regional industrial competitiveness
initiatives to strengthen the firms’ environment. Many of the institutions that act
at the meso level are typically, or can in principle be, non-government entities, e.g.
business associations or nonprofit entities.” And the fourth is the micro level where
firms or network of firms are examined to find out how strong their external
linkages are and their capability for continuous improvement.

TOWS Analysis Matrix. While value chain and systemic competitiveness offer
a way to look at the bigger picture, the TOWS analysis matrix is a handy tool for
generating issues and concerns and formulating strategies. This tool may be found
among the many tools for analysis offered by mindtools.com. TOWS is the
abbreviation for Threats, Opportunities, Weakness, and Strengths. This tool is in
fact a modification of the more popular SWOT Analysis. However, the TOWS
Analysis Matrix does more than just listing issues and concerns regarding the
firm’s internal and external environment. It clearly defines how strategies may be
formulated using the information generated.

As a process, one can start at determining issues and concerns (positive or
negative) classified as Threats and Opportunities for those external to the firm,
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and Weaknesses and Strengths for those internal to the firm. Then a matrix can be
prepared which will facilitate the comparison of Threats with Strengths to generate
mini-maxi strategies (or strategies that minimizes threats by maximizing strengths).
Threats can also be compared with weaknesses to formulate mini-mini strategies
or strategies that minimize threats and weaknesses. Opportunities can be paired
with strengths to formulate strategies that maximize opportunities and strengths
or maxi-maxi strategies. Opportunities and weaknesses can generate maxi-mini
strategies or strategies that maximize opportunities and minimize weaknesses.

The long list of strategies generated from the exercise can then be prioritized.
The process should produce more strategies than can be managed for
implementation. Thus, the prioritization of these strategies would be critical. For
the prioritization exercise to be bias-free somehow, the easiest would be to vote on
the strategies in terms of specific criteria such as impact to vision, practicability,
and cost of implementation.

1.2. Procedure

With the assistance of the Department of Tourism (DOT) attached to the
Povincial Government of Bohol, the stakeholders of the tourism sector were
identified, oriented on the value chain approach, and guided to map out the value
chain of tourism. Using the tools for analysis, a series of participatory meetings
were held to gather and analyze information from/by the stakeholders. Based on
their analysis, decisions to upgrade the tourism sector’s competitiveness were made
collectively. Independent of the participatory meetings, a customer satisfaction
survey was conducted to provide objective inputs into the analysis. The procedure
is illustrated below.

Individuals, groups, and instititutions from the public and private sectors
composed the stakeholders of the tourism sector. This included educational
institutions, public agencies, and enterprises in travel and tour, transportation,
hospitality, sites and tourism activities, health and wellness, souvenirs, and food.

Figure 1: Procedure
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With the leadership of the Governor of the Province of Bohol, who was the author
of the Tourism Act of 2009 when he was congressman, resources were mobilized
to implement the process.

2. RESULTS AND DISCUSSION

2.1. Launching the Tourism Value Chain Approach

In August 2010, the tourism stakeholders of Bohol were gathered to a
presentation and appreciation of the Value Chain Concept. They participated in a
workshop where they defined the Tourism Value Chain Map of the province. The
output was a tentative value chain map (presented as Figure 2 below) showing
the functions performed in the chain, the players that perform the functions, and
the agencies that support the players in terms of policies and services directed at
improving business environment, access to market, productivity and efficiency,
and access to finance.

As result of the presentation and the workshop that followed, the stakeholders
recognized the need to work together knowing that the development of tourism
in Bohol requires that the functions in the value chain are performed well. It was
further acknowledged that to have a better analysis of Bohol’s tourism value chain
there must be information. It was resolved that the stakeholders would cooperate
in the data gathering initiatives that would be undertaken after that.

2.2. Customer Satisfaction Survey

After recognizing the need for information to properly analyze the tourism
value chain, a customer satisfaction survey was the first data-gathering activity
conducted. The Holy Name University of Bohol was commissioned to conduct
the survey using the instrument designed by Mr. Uwe Sturman of GIZ. Through
convenience sampling, 4,000 domestic and foreign tourists were asked to rate their
experience of Bohol as a tourism destination. Table 1 shows the results of the survey.

The results of the survey were presented to the stakeholders as input during
the consultation workshops. Simple percent of total was used in the treatment of
the survey results to allow the participants to understand the data and use the
same in their discussion.

2.3. Results of Consultation Workshops

The first consultation workshop was done in the afternoon of April 13, 2011
immediately after the Pre-Tourism Summit program, which marked the official
launching by Governor Chatto of the Bohol Tourism Summit, scheduled on June
9-10, 2011. The first consultation was held with the representatives of the Local
Government Units (LGUs). The second consultation was conducted on April 27
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Figure 2: Value Chain Map

with the hotels, resorts, and restaurants owners. This was followed with the tour
operators and tour guides on May 4, 2011. The transportation operators group had
theirs on May 16 while the Sports and Health and Wellness group on May 17,
2011. On May 27, 2011 the Suppliers (souvenirs makers and food suppliers) were
also gathered for the consultation workshop. And finally, the heritage group also
had their separate meeting to discuss tourism issues and concerns relative to
heritage and culture.
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Table 1
Customer Satisfaction Survey (in per cent)

Very Good Good Average Poor Very Poor NA

Accommodation
Value for Money 12 55 24 8 1 -
Complaints Mgt 5 41 12 1 3 38
Service Attitude of Staff 40 47 9 4 - -
Cleanliness and Pest Control 11 60 17 10 2
Bathroom Standard and Maintenance 8 45 21 24 2 -
Airconditioner 13 60 15 5 2 4
Guestroom Appearance 8 63 15 11 3 -
Garden and Landscaping 35 25 14 11 4 11
Maintenance and Repair 14 55 23 8 - -
Building Standards 62 14 19 5 - -
Adventure
Value for Money 14 28 21 31 6 -
Service Attitude of Staff 31 38 28 3 - -
Quality of Instruction and Training 7 52 31 10 - -
Safety and Maintenance - 72 17 11 - -
Attractions
Safety Measures 6 56 29 5 1 3
Environmental Protection 18 56 12 2 2 10
Infrastructure 5 47 23 16 5 4
Information and Signage 3 51 24 19 2 1
Traffic and Air Polllution 5 40 21 9 3 22
Waste Water Disposal - 11 15 2 - 72
Solid Waste Disposal 3 30 22 18 - 27
Unspoiled Character of the environment 38 44 7 7 3 1
Availability of Parking 5 36 26 16 3 14
Diving
Value for Money 18 48 18 16 - -
Service Attitude of Staff 36 42 15 7 - -
Quality of Instruction and Training 6 48 9 32 5 -
Safety and Maintenance 6 75 9 10 - -
Handicrafts
Value for Money - 28 17 55 - -
Service Attitude of Staff 17 50 17 6 10 -
Uniqueness of Products 17 44 17 22 - -
Variety of Products 17 50 17 10 6 -

contd. table 1
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Very Good Good Average Poor Very Poor NA

Tour Guiding
Value for Money 22 34 6 25 6 7
Service Attitude 38 50 6 6 - -
Communication Skills 22 34 6 25 6 7
Environmental Protection Observed 6 66 15 3 - 10
Tour Guide Knowledge 35 53 6 6 - -
Tour Operators
Value for Money 11 56 18 15 - -
Service Attitude of Staff 44 36 13 7 - -
Environmental Protection Observed 11 55 20 9 2 3
Comfort and Cleanliness 4 62 24 4 - 6
Attractiveness of the Tour Package 25 62 9 4 - -
Transportation
Value for Money 4 36 28 29 3 -
Selling Behavior 4 21 32 33 5 5
Pollution Control 1 28 41 27 3 -
Safety 3 41 33 21 - 2
Comfort 7 35 36 21 1 -

The results of the consultations were consolidated showing the functions of
the value chain, the players, and the issues discussed—classified as strengths,
weaknesses, opportunities, and threats. The outputs are presented in Appendix
A. Another output of the consultation workshops are solutions proposed by the
stakeholders themselves. These solutions were further processed using the
‘systemic competitiveness’ framework where solutions that address the meta level
were grouped. The same were done for those in the macro, meso, and micro levels.
The outputs are presented in Appendix B.

The outputs of the consultation workshops were used by the ad hoc committee
formed by the Governor to review the vision of the province for tourism. The
revised vision statement is as follows:

Bohol is the country’sprime eco-cultural tourist destination where visitors experience and
learnfrom its distinct beauty and culture nurtured by a community committed to
environmental, cultural and economic sustainability while meeting global tourism
standards.

2.4. Results of the Bohol Tourism Summit

The Bohol Tourism Summit was finally held on July 9 and 10, 2011 with the
summit program design finalized by the Bohol Provincial Department of Trade
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and Industry and the Bohol Tourism Office after it was discussed with and
approved by the Governor. After the program on June 9, 2011—the first day of the
two-day event—the consolidated results of the consultations and the revised vision
statement were presented to all the stakeholders for validation. The long list of
solutions was then converted by the stakeholders into a short list of prioritized
strategies as the output of a workshop held at the second half of the first day
presented in Figure 3.

On the final day of the summit (June 10, 2011) Atty. Lucas Nunag, who chairs
Bohol’s Tourism Council, officially presented the revised vision statement and the
prioritized value chain upgrading strategies.

3. CONCLUSION

The process used in this research was experimental for a value chain approach.
The value chain approach has been used for the development of industries that
produce and distribute specific products but not for the tourism sector. The focus
of this paper is the documentation and presentation of the value chain approach
as used for the tourism sector.

The value chain approach may be considered different in the sense that it is
first and foremost a very participatory approach: (1) it introduced the concept to
the stakeholders; (2) conducted a customer satisfaction survey; (3) presented the
results of the survey as input during a series of consultations with the stakeholders
who were grouped according to the various functions of the tourism value chain;
(4) generated and discussed issues and formulated strategies; and (5) validated
and prioritized the strategies.

The value chain approach as participatory process of arriving at the prioritized
value chain upgrading strategies was indeed long and tedious. However, its
effectiveness is in the fact that it is a participatory process. It brought the
stakeholders together and made them recognize their connectedness. As a value
chain, each individual, enterprise, group, and institution directly delivering value
to a tourist is responsible for the entire sector. The weakness of the performance of
a function in the value chain affects the entire chain. This was the most powerful
realization of the stakeholders.

The support of the government agencies is necessary for the upgrading of the
tourism value chain. The strength of the tourism value chain may depend largely
on the stakeholders directly responsible for performing the functions; however,
the government agencies have the mandate to provide them support by providing
a business environment that is conducive to development. It is also worth noting
that various non-government agencies are supporting local government units in
initiatives that are expected to benefit tourism in the province from infrastructure
to local governance. The value chain approach succeeded in bringing together
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public and private agencies. In fact, one would be amazed at how much interest
there is in the development of Bohol in general. The stakeholders at the end agreed
to cooperate in the implementation of the prioritized upgrading strategies for the
tourism value chain.

Figure 3: Bohol Tourism Upgrading Strategies
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4. RECOMMENDATIONS

The following are recommended

• The value chain approach is also a planning process. As such, it is adding
to the many plans already done for tourism in Bohol. To avoid confusing
the stakeholders, it would be wise to push the process further to the
implementation phase.

• Activate and capacitate the trade associations representing the functions in
the tourism value chain for them to take a major role in the implementation
of the upgrading strategies.

• There is a need to harmonize the MSMED plan with the value chain
upgrading strategies, which are both recent initiatives, so that cooperation
may also be considered.

• Capacitate the local government units so that they can properly implement
laws and policies and properly manage tourism sites.
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Appendix A

Result of Consultations: The Strengths, Weaknesses, Opportunities and
Threats of the Tourism Value Chain
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Appendix B

Result of Consultations: Solutions Classified using the Systemic
Competitiveness Framework
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