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Abstract

Purpose: The purpose of this study is to contribute to the literature on circular economy
(CE) in the tourism sector. The study intends to identify the drivers and barriers in
implementing circular strategies in the tourism sector and generate an appropriate business
model for achieving circularity in the case companies. Furthermore, the study also examines
whether the Backcasting and Eco-design for circular economy (BECE) framework is a

useful tool for facilitating circular thinking in the services sector.

Method: Based on the extant literature, there is lack of CE frameworks applicable in
services sector. A multi-case approach was chosen where the BECE framework was used in
two companies; a Destination Management Organization and a lodge designed as
workshops. The data were collected from the interview and documents used in facilitating

the workshop.

Findings: The findings from this study show that local participation and collaboration,
establishing a regulatory framework, government support, incentives for local businesses
and communities to invest in energy efficiency and alternative energy sources and training
regarding better waste management practices are the drivers of CE. On the other hand, lack
of awareness, lack of local participation, expensive solar panels and improper waste
management system are the barriers. Virtualizing action is deemed to be the most
appropriate and effective in leading the transition, which emphasizes the role of technology.
And, the BECE framework when planned and designed carefully, proved to be a useful tool
in understanding the current business model and developing new circular strategies without

compromising the business priorities.

Limitations: The study is done through the company’s perspectives therefore, customer’s
perspectives were not included in the analysis. In addition, the outbreak of COVID-19
brought difficulties in the data collection process. Direct field workshop was not possible
due to travel restrictions. Further, the focus of the case companies was diverted towards
resolving the issues brought by the pandemic upon their business operations, which delayed
the data collection. Finally, due to lack of timeframe, the study has not covered the

implementation phase of the developed strategies.
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Chapter 1

Introduction

1.1 Chapter Introduction

This Chapter presents the background/motivation of the study. In addition, it builds upon
the research problem, research objectives and research questions. The Chapter ends with

giving a brief overview of how the thesis is organized.

1.2 Background/Motivation

The current linear business model of “take-make-use-throw” is putting tremendous pressure
on the environment and pushing beyond the limits of the planet’s ability to cope (PWC 2020,
Mendoza et al. 2017), resulting in melting glaciers, rising sea levels, dying cloud forests and
scrambling wildlife (Nunez 2019). Around 40 percent of the ocean is polluted, suffering
depleted fisheries and loss of coastal habitats (UNDP 2020). As human civilization
flourished with industrialization and urbanization, greenhouse gases produced by human

activities have caused global warming (NASA 2020).

The uncontrolled exploitation of resources has already brought many repercussions posing
danger to survival on the planet for all living beings. Every year, almost 1.3 billion tons of
food is wasted while the number of people going hungry has reached almost 2 billion (UNDP
2020). According to WHO (2020a), 9 out of 10 people breathe polluted air. Additionally,
“only 3 percent of the world’s water is drinkable and 80 percent of wastewater goes into
waterways without adequate treatment” (UNDP 2020). Nevertheless, the demand for natural
resources is still expected to increase rapidly due to the increase in population and strong
middle-class growth (Lieder and Rashid 2016).

Several attempts have been made around the world to reduce the impacts on the environment
and economy, to solve the problem of resource scarcity (Lieder and Rashid 2016).
Companies, industries, organizations and governments are trying to achieve economic
growth without depending on the natural resources and without damaging the environment
(Lacy and Rutqvist 2015). Especially, with the rise of the concept of circular economy (CE) ,
which is based on the principles of designing out waste and pollution, keeping products and

materials in use, and regenerating natural systems (EMF 2017f).



Shifting from the linear to the CE has many benefits, for instance, such a transition is
estimated to give 48 percent reduction of carbon dioxide emissions by 2030 (EMF 2017f).
Businesses can benefit from CE by generating new profit opportunities, reducing costs due
to lower virgin-material requirements and stronger relationships with customers (EMF
2017c). A major study by McKinsey and Ellen MacArthur Foundation in 2015 determined
that CE strategies, such as efficient use of resources and finding value throughout the product
life cycles could improve the resource productivity in Europe by 3 percent by 2030 as well
as generate cost savings of 600 billion euros per year and 1.8 trillion other economic benefits
(McKinsey Center for Business and Environment 2015, 2017). Similarly, according to EMF
(2017c), it is possible to reduce primary material consumption by 32 percent by 2030. CE
can be the solution to the resource scarcity problem in accordance with maintaining the

planet’s ecosystem.

While the emphasis for the manufacturing industry has been on transitioning from linear to
CE, there is lack of CE frameworks and applications of CE principles in the service sector
(Heyes et al. 2018). Defining service is not easy because of its diverse nature (Lovelock and
Patterson 2015) and each sector has its own challenges (Johnston and Clark 2008).
Following Lovelock and Patterson (2015), any economic activity which provides time,
place, form, problem solving or experiential value to the receiver is a service. It can also be
referred to as an act, performance or experience offered by one party to another, essentially
intangible, not resulting in the ownership of anything but, creating value for the receiver.
The production of the service itself, may or may not be tied to a physical product (Lovelock
and Patterson 2015). Service operations are not limited to the services provided by
businesses to consumers (B2C) like financial, retail, entertainment, but also include business
to business (B2B) services like consultants, internal services like software providers, public
services like health, education and non-profit services like charities, aid, etc. (Johnston and
Clark 2008).

The service sector is as responsible as the manufacturing sector for environmental
degradation (Julido et al. 2018). Acting as a bridge between the manufacturers and the
consumers, it can influence both sides. It can influence suppliers to provide more
environmentally conscious products and services, reducing resource inputs in their

operations such as energy efficiency programs and cutting business travel. It can also



educate consumers about the relative merits of different products that are offered, reducing
resource use on the part of consumers by substituting more environmentally beneficial

services or activities, etc. (Rosenblum, Horvath, and Hendrickson 2000, p.4669).

1.3 Research problem

One of the major service industries contributing towards economic development of a country
is tourism. The WTO (2020) defines tourism as “a social, cultural and economic
phenomenon, which entails the movement of people to countries or places outside their usual
environment for personal or business/professional purposes.” It can have direct or indirect
economic impact such as direct sales of food, accommodation, transportation, etc. as well as
creation of new job opportunities like guides, translators, among others. As per WTTC
(2020), the tourism sector contributed 8.9 trillion US dollars to the world’s GDP creating
330 million jobs. However, the very movement of people from one place to another for any
purpose can cause negative impacts on the environment by generating pressure on local
resources and causing negative externalities (Florido, Jacob, and Payeras 2019). Hence, it is
important for the tourism sector to shift from the linear model to circular model.

There is a research gap in the application of CE principles in the tourism industry (Julido et
al. 2018). Most of the studies have been carried out by Chinese authors and very few in other
parts of the world. A study about differences in the CE policies in China and Europe found
that the Chinese possess a broader perspective on CE (McDowall et al. 2017) as illustrated

in Table 1-1 below. Whereas, developing countries are far behind on this road to transition.

Table 1-1 Major studies on CE in tourism

Authors Title

(Qing-zhong The research on the development idea and the running system of circular
and Xiao-lin economy of tourism

2007)

(Qing-zhong The new development conception of tourism circular economy and its
2006) systematic operation mode

(Ming, Chen, Low-carbon tourism: The strategic choice of the tourism industrial

and Li 2010) ecology

(Shu et al. The ecotourism, circular economy of tourism and sustainable

2007) development of tourism

(Liand Huang  On the tourism resource development and conservation based on circular
2003) economy

(Liand Huang Development and protection of tourism resources based on circular
2004) economy theories




(Gao, Chen, Fresh thinking of recycling tourism economy development
and Tuo 2006)

(Zhang and The sustainable development of circular economy under the perspective

Tian 2014) of ecological tourism

(Luo, Huang, Discussion on circular economy-oriented rural tourism development mode

and Wang

2009)

(Scheepens, Two life cycle assessment (LCA) based methods to analyse and design

Vogtlander, complex (regional) circular economy systems. Case: Making water

and Brezet tourism more sustainable

2016)

(Jones and The circular economy, natural capital and resilience in tourism and

Wynn 2019) hospitality

(Julido et al. Exploring circular economy in the hospitality industry

2018)

(Manniche et Destination: A circular tourism economy: A handbook for transitioning

al. 2017) toward a circular economy within the tourism and hospitality sectors in
the South Baltic Region

(Rodriguez- The circular economy strategy in hospitality: A multi-case approach

Antén and

Alonso-

Almeida 2019)

Source: Own compilation

The literature regarding CE on tourism is limited, it does not include previous studies on the
transition or the ways to design circular businesses in tourism (Florido, Jacob, and Payeras
2019). In Table 1-1, we can see that there is lack of studies dedicated towards guiding the
CE transition in tourism through a framework/model. According to Jones and Wynn (2019),
there is a need for a conceptual framework to guide and integrate the concepts of circularity

and sustainability in tourism.

There are frameworks such as sustainable business model innovations (SBMIs), closed loop
supply chains (CLSCs) to help organizations adopt CE practices however, they are not able
to fulfill the CE requirements (Mendoza et al. 2017). This therefore led to the development
of a Backcasting and Eco-design for circular economy (BECE) framework, which was tested
in redesign of vacuum cleaners. It was later implemented in a service-oriented technology
company, which acted as a useful tool for exploring, analyzing and guiding the
implementation of CE in service-oriented organizations. In fact, this study responds to
Mendoza et al’s (2017) call to further research on the implementation of this framework in
other service-related organizations, specifically to find out similarities or differences in the

drivers and barriers to CE implementation.



1.4 Research questions

The objective of this thesis is to explore the potential of tourism sector to become circular
and explore the usability of the BECE framework in the tourism sector. Thus, the research

questions for this thesis are as follows:

RQ 1: How can the tourism sector transition towards a circular economy?

The objective of this question is to identify opportunities and challenges of the tourism sector
in becoming circular. Identifying these will promote CE thinking so that government,
companies and customers involved in this value chain will be aware and realize the need for
adopting circular practices in the tourism sector. It seeks to add to the literature gap on CE
transition in the tourism sector.

In order to address this RQ 1, the following sub-questions need to be answered:

RQ 1.1 What are the main factors driving circularity in the tourism sector?

This question aims to identify the factors, which can act as drivers and enablers to motivate
people and businesses in the tourism sector to adopt CE strategies. According to the literature
on CE, there are cultural, regulatory, financial and sectoral drivers (Hart et al. 2019). This
question intends to identify which drivers play a vital role in the transition of the tourism
sector into a CE. These drivers will provide competitive advantage to the companies and

help them address the environmental issues.

RQ 1.2 What are the main obstacles in achieving circularity in the tourism sector?

The barriers to CE transition are also categorized into cultural, regulatory, financial and
sectoral (Hart et al. 2019). Thus, this question aims to identify major challenges in the
tourism sector to adopt CE practices and how to overcome them. It also intends to examine
whether the barriers align with the ones identified in the literature or there are some

variations.

RQ 1.3 Which strategies or business models are the most appropriate in the tourism
sector?

Through literature studies, there are strategies such as 9R framework, ReSOLVE strategies
and CE business models (CEBMS), such as, circular supply chains, sharing platform, product

as a service, product life extension and, recovery and recycling (these are discussed in detail



in Chapter 2). However, it is important to identify the most feasible and effective way to
incorporate circularity in the tourism value chain without compromising the business

priorities.

RQ 2: How useful is the BECE framework in the tourism sector?

This question aims to verify the usability of the BECE framework developed by Mendoza
et al. (2017). This framework was developed to make it easier for the service companies to
adopt circular practices. Previous studies by Mendoza et al. (2017), (Heyes et al. 2018,
Mendoza, Gallego-Schmid, and Azapagic 2019), show evidence of its usefulness in a
vacuum cleaner, a technology company and a higher education institution while calling
researchers to apply this framework in other service companies as well. Thus, the framework

is tested in this study in order to identify its usefulness and limitations.

1.5 Thesis Structure

This thesis is structured in six chapters, as illustrated in Figure 1-1 below.

Conclusion
Discussion Contributions

Findings and I
analysis
Methodology I

“~ Literature

. review
Introduction

Figure 1-1 Thesis structure
Source: Own compilation

The background and motivation for this study, the research problem and research questions
are introduced in Chapter One - Introduction. The theoretical background as well as review
of literature to support the study are presented in Chapter Two — Literature Review. The
research philosophy, methods of data collection, case overview, data collection and analysis
techniques are presented in Chapter Three — Methodology. The results from this data
collection are explained in Chapter Four — Findings and Analysis. The findings and answers
to the research questions are further discussed in Chapter Five — Discussions. Finally, the
thesis is summarized with theoretical and practical implications as well as limitations and

further areas of study in Chapter Six — Conclusions and Contributions.



Chapter 2

Theoretical background

2.1 Chapter Introduction

This Chapter provides an overview of the literature and theories, which focuses on CE and
the tourism sector. First, the concept of CE, its strategies and business models are introduced.
Then, relevant theories on sustainability and CE in tourism are mentioned. At last,

frameworks for facilitating circularity are explained.

2.2 The CE: An overview

It is common to perceive CE as sustainability but, due to differences in the origins,
motivations, priorities, beneficiaries and so on between these two concepts, Geissdoerfer et
al. (2017) argued that CE, is in fact, one of the solutions for achieving sustainability. In a
CE, growth is decoupled from scarce resource use (Lacy and Rutgvist 2015). Thus, it focuses
more on eliminating waste and bringing it back to the system whereas, sustainability has
broader goals, that is, providing economic, environmental and social benefits (Geissdoerfer
et al. 2017). The definition of CE itself, is fragmented among the authors since it is derived
from different fields such as cradle-to-cradle (C2C), industrial ecology (IE), among others.
According to Smolders and Snieder (2012), there are six major schools of thought dating
back to the late 1970s, which helped in inspiring the concept of CE and these are illustrated
in Table 2-1.

Table 2-1 Schools of thought

Schools of Description Principles
thought
Regenerative | Processes within all e Letting nature do the work
design systems renew or e Considering nature as both model and
(Lyle 1996) regenerate their own context
sources of energy and e Aggregating, not isolating
materials they e Seeking optimum levels for multiple
consume to stay functions, not the maximum or
within nature’s limits minimum level for anyone
e Matching technology to need
e Providing multiple pathways
e Seeking common solutions to
disparate problems
e Shaping form to manifest processes




Performance | Economy in loops e Producing performance
economy (product-life e Managing performance over time
(Stahel 2010) | extension, waste e Selling performance
prevention, selling
services instead of
products)
Cradle-to- Material flows as e Waste is equals to food
Cradle loops. Technical e Use current solar income
(McDonough | nutrients should not e Celebrate diversity
et al. 2003) have components
harmful to the
environment and
biological nutrients
should be degradable.
Industrial Waste is a resource e Waste as by-product to use in other
ecology and production production processes
(Graedel processes are designed e Efficient use of resources and
and Allenby | to mimic the living materials
2010) system e Technology advances to close
materials and energy loops
Biomimicry | Imitating nature’s e Nature runs on sunlight
(Benyus designs and processes e Nature uses only the energy it needs
1997) to solve problems e Nature fits form to function
existing in human o Nature recycles everything
society e Nature rewards cooperation
e Nature banks on diversity
e Nature demands local expertise
o Nature curbs excesses from within
e Nature taps the power of limits
Blue Learning how e Cascading nutrients and energy
economy organisms are formed e Replacing something with nothing
(PaU" 2010) and Working to find ° Ce|ebrating diversity
solutions to our e Generating multiple benefits
challenges should be
determined by the
combination of their
local environment,
physical and
ecological
characteristics

According to EMF (2017c¢), CE is both restorative and regenerative by design. Geissdoerfer
et al. (2017, p.766) define CE as “a regenerative system in which resource input and waste,
emission, and energy leakage are minimized by slowing, closing, and narrowing material
and energy loops. This can be achieved through long-lasting design, maintenance, repair,

reuse, remanufacturing, refurbishing, and recycling.” In addition, an analysis of 114



definitions of CE by Julian Kirchherr and others found out that the concept is mostly

perceived as reduce, reuse and recycling strategies (Kirchherr, Reike, and Hekkert 2017).
They have defined the CE as:

A CE describes an economic system that is based on business models which replace
the ‘end-of-life’ concept with reducing, alternatively reusing, recycling and
recovering materials in production/distribution and consumption processes, thus
operating at the micro level (products, companies, consumers), meso level (eco-
industrial parks) and macro level (city, region, nation and beyond), with the aim to
accomplish sustainable development, which implies creating environmental quality,
economic prosperity and social equity, to the benefit of current and future

generations (Kirchherr, Reike, and Hekkert 2017, p. 224-225)

This definition given by Kirchherr, Reike, and Hekkert (2017) will serve as a basis for

understanding CE in this study since it is more elaborated than the others and mentions the

micro, meso and macro levels, which are equally important in the tourism sector. The

relevance can be seen in sub-section 2.3, where | present the theories and literature on the

tourism industry.

2.2.1 Essential building blocks of CE

According to the EMF, there are four essential building blocks of a CE i.e. CE design, new

business models, reverse cycles and, enablers and favorable system conditions (EMF

2017D).
(1)

(i)

(iii)

(iv)

CE design - It refers to “building core competencies like advanced skills,
information sets and working methods to facilitate product reuse, recycling and
cascading”

New business models — “The shift to a CE requires innovative business models
that either replace existing ones or seize new opportunities”

Reverse cycles — New and additional skills like logistics, sorting, warehousing,
risk management, power generation, molecular biology and polymer chemistry
are needed to return products to the soil or back into the production system
Enablers and favorable system conditions — To increase the reuse of materials
and resource productivity, enablers like collaboration, rethinking incentives,
providing a suitable set of international environmental rules, leading by example

and access to finance will play a major role (EMF 2017b).



2.2.2 Principles of CE

The EMF (2017a) has outlined three principles of CE. They are: (i) designing out waste and

pollution so that waste is considered as a flaw in the design itself and ensuring that it doesn’t

exist in the first place, (ii) keeping products and materials in use by designing the products

in such a way to facilitate repair, reuse and remanufacture and not discarded after single use,

and (ii1) regenerating natural systems by returning valuable materials and treating waste as
a resource (EMF 2017a).

Whereas, Suarez-Eiroa et al. (2019) assert that there are seven operational principles of CE

and these include:

Adjusting inputs to the system to regeneration rates - by substituting non-
renewable by renewable inputs, substituting renewable materials with low
regeneration rates for other with faster regeneration rates, adjusting taxes and
subsidies of technology, products and materials based on their resource regeneration
rates, improving energy efficiency, resource productivity, virtualizing products, etc.
and fostering renewable mobility (Suarez-Eiroa et al. 2019).

Adjusting outputs from the system to absorption rates - Substituting materials
and processes that produce technical outputs by those which produce biological
outputs, substituting processes for those with lower waste generation rates (i.e. more
eco-efficiency processes), adjusting taxes and subsidies of technology, products and
materials based on their waste generation rates (Suarez-Eiroa et al. 2019).

Closing the system - Separating biological and technical wastes properly,
remanufacturing products and components, promoting and improving down cycling,
recycling and upcycling of wastes (i.e. logistics, take-back systems, technology,
etc.), promoting energy recovery by converting waste into heat, electricity or fuel,
promoting Extended Producer Responsibility (Suérez-Eiroa et al. 2019).
Maintaining resource value within the system- Interconnecting stages (i.e.
redistributing second-hand goods), promoting industrial symbiosis (i.e. establishing
standards, cascading, by-products, etc.), increasing durability (i.e. practical guides
for reparability, preventive and corrective maintenance, repurposing, etc.), reducing
obsolescence (i.e. updating software) (Suérez-Eiroa et al. 2019).

Reducing the system’s size - Informing consumers properly (i.e. eco-labelling,

product labelling, product declarations, etc.), expanding the Extended Consumer
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Vi.

Vii.

Responsibility, promoting functional service economy and sharing economy (i.e.
collective mobility), promoting green procurement (i.e. local products, season
products, etc.), adjusting selling doses to consumer doses (Suérez-Eiroa et al. 2019).
Designing for circular economy - Eco-design (i.e. optimizing packaging,
improving durability, etc.), designing transparent, reproducible and scalable
products to build the same products in other places based on local resources, thinking
about practical utilities and consumer preferences (customization/made to order),
designing new business models and strategies, designing new methodologies to
guarantee a continual improvement, designing projects to promote sustainable
development and circular economy (Suarez-Eiroa et al. 2019).

Educating for circular economy - Adjusting educational curricula to the current
challenges, promoting knowledge, skills, capabilities and values that ensure the
proper performance of circular economy, promoting habits and individual actions in

favor of circular economy (Suarez-Eiroa et al. 2019).

2.2.3 Material flows in a CE

Figure 2-1 is asimple diagram representing the material flows in a CE. The inner the material

flow is in the circle, the less demanding it is to use resources. Products should be kept in the

inner circle as much as possible by repair and refurbishment before taking them into

remanufacturing and recycling whereas landfilling has to be the final option (Korhonen,

Honkasalo, and Seppala 2018).

., Cost

Product Time

Usage wv\
Product Product

Manufacture End of Life

( )

Material/
Refinemen Treatment

Remanufacturing

Material/ Material
Energy End of Life
Acquisition
N Cost Nature _/
Time
Energy S—

Figure 2-1 Material flows in a circular economy
Source: (Mihelcic et al. 2003) (Korhonen, Honkasalo, and Seppala 2018)
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Another intensive material flow has been proposed by EMF, which distinguishes materials
into “biological” and “technical” and tries to capture the flow of materials, nutrients,

components and products, adding financial value (EMF 2017c) (see Figure 2-2).
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composting

Collection
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biochemical : Energy recovery

K
feedstock? : l l :
V"‘A ” ‘.-“ Leakage to be minimised
Landfill
1 Hunting and fishing
2 Can take both post-harvest and post-consumar waste as an input
SOURCE: Elfen MacArthur Foundation - @ ELLEN MACARTHUR FOUNDATION
Adapted from the Cradle to Cradle Design Protocol by Braungart & McDonough

Figure 2-2 Butterfly diagram
Source: (EMF 2017d)

Biological materials are renewable and organized in an open loop through subsequent steps
of extraction, production of bio-based materials, energy recovery, and returning nutrients to
the biosphere to feed the next cycle of primary produce (Velenturf et al. 2019). On the other
hand, technical materials refer to the limited materials that are used in a closed loop system
through sharing, maintaining, reusing, remanufacturing, and recycling of products
(Velenturf et al. 2019). This diagram is widely known as the butterfly diagram and is
supposed to help businesses differentiate their materials and use appropriate strategies to

bring them back into the economy.

2.3 CE implementation

Effective implementation of CE practices can facilitate the economic, environmental and
social dimensions of sustainable development (Korhonen, Honkasalo, and Seppéld 2018).

Hence, CE should adapt to the natural ecosystem cycles and utilize these in economic cycles
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by respecting their reproduction rates (Korhonen, Honkasalo, and Seppél& 2018). However,
it is important to note that implementation is possible only through long-term commitment
from all stakeholders including the government (Scheepens, Vogtlander, and Brezet 2016).

2.3.1 Strategies

There are 9Rs of circular strategies i.e. refuse, rethink, reduce, reuse, repair, refurbish,
remanufacture, repurpose, recycle and recover (Potting et al. 2017); (Kirchherr, Reike, and
Hekkert 2017). Figure 2-3 below presents these strategies in supply chain to shift from linear
to CE with RO i.e. “Refuse” being the highest priority and R9 i.e. “Recover” being the least.
Since the principle of CE is to design out waste, rather than focusing on recycling or
recovering waste, companies should rethink strategies to eliminate waste from the very
beginning. The “Refuse” and “Rethink” strategies deliver same product function with less
consumption of natural resources so, they are high-circularity strategies (Potting et al. 2017).
There should be more emphasis on smarter product use and manufacture rather than
extending the lifespan of products and its parts (Potting et al. 2017). However, the most
commonly used in around 35% - 40% definitions of CE are the 3Rs — Reduce, Reuse and
Recycle (Kirchherr, Reike, and Hekkert 2017), even though recycling is one of the low-
circularity strategy in this framework (Potting et al. 2017).

Circular economy Strategies

Make product redundant by A A A
abandoning its function or by offering
the same function with a radically

different product Innovations

Ro Refuse

Increasing Smarter Make product use more intensive (e.g. in core

: - roduct ) through sharing products, or by puttin, technolo;
EEIEGE Ese and R1  Rethink multi%unctiongl F::»n:n:lut:ts. on tI)":el:I & Ly
manufacture market)
. . Innovations
Increase efficiency in product . d
Rz Reduce manufacture or use by consuming m pro_ uct
fewer natural resources and materials design

Re-use by another consumer of "
Innovations

R3 Re-use discarded product which is still in good .
condition and fulfils its original function in revenue
Rule of thumb: model
Higher level of Repair and maintenance of defective
circularity = Raq Repair product so it can be used with its =
fewer natural original function . §oc19-
resources and less < d institutional
nvironmental _ Exten . . change
G EOTETE lifespan of furbish Restore an old product and bring it up =
BEESSEEE productand RS Refurbis to date
its parts
R6 Remanu- Use parts of discarded product in a new
facture product with the same function

Use discarded product orits partsin a

R7 Repurpose o product with a different function

Process materials to obtain the same

e lzEnEs (high grade) or lower (low grade) quality

Useful
application
of materials

Rg Recover

Incineration of materials with energy
recovery

<

Linear economy

Figure 2-3 9Rs of circular strategies according to priority
Source: (Potting et al. 2017) (Kirchherr, Reike, and Hekkert 2017).
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2.3.2 Business models

A business model (BM) is the framework for an organization to create, deliver and capture
value (Osterwalder and Pigneur 2010). The first and most important one is selecting the right
BM or strategy for the business. Then, the companies might want to use just one BM or mix
two or more. Depending on the company’s goal, capital availability, risk, policies and
capabilities, they need to choose the right approach whether to run this model as a pilot
project, a full project or a joint venture with another partner (Lacy and Rutgvist 2015).

Mentink (2014, p. 24) has defined circular economy business model (CEBM) as “the
rationale of how an organization creates, captures and delivers value and within closed
material loops.” There are various CEBMs in the literature such as slowing, closing and
narrowing loops (Stahel 1994, Bocken et al. 2016) and ReSOLVE strategies model by EMF
(described further in sub-section 2.5.1). Five new BMs for CE growth by Lacy and Rutgvist
(2015), are explained in this section, as illustrated in Figure 2-4.

Reform use of resources Optimise capacity use
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=
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Manufacturing Logistics ”
Increased usage rates through collaborative models for

usage, access, or ownership
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completely recyclable materials
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& sales

Offer outcome oriented solutions

Sourcing

Circular value /&  PRODUCT AS A SERVICE

chain L
Offering of products for use with retention of product
ownership which incentivises increase in resource

productivity along the whole life cycle

Recover value in waste

RECOVERY & RECYCLING

Product
use

End of life

Extend life cycles
disposal

Reverse

Recovery of usable resources or energy Jogistics

from waste or by-products

Extension of the life cycle through repair, maintenance,
upgrading, resale and remanufacturing

Figure 2-4 Circular economy business models
Source: (Accenture 2014, 2019).

i) Circular supply chains:
This BM suggests using bio-based materials instead of non-renewable materials (Lacy and
Rutqvist 2015). Thus, it refers to recycling and reusing technical materials as long as
possible. Companies can either produce circular supplies for others or for their own use.
Collaborating with both suppliers and customers is crucial. Circular material and energy are
less exposed to price increases and volatility which attracts manufacturers. On the other
hand, it helps to attract customers and build long-term relationships by minimizing risk,

complying with regulations, securing stable pricing and ensuring long-term supply. It is
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important to effectively track material flows so as to develop new financial and production
models that use materials more efficiently (Lacy and Rutqvist 2015).

i) Recovery and recycling
This model suggests eliminating leakage of every material; by-product and wastage and
optimizing to maximize revenue (Lacy and Rutqvist 2015). There are two variations of this
model: (i) recovering end-of-life products to recapture value in own products or any
company’s products, and (ii) recovering waste and by-products from a company’s own
production process. It involves dismantling products and salvaging their value to reprocess
it as the same or new product. The benefits of this model are as follows:

- Reduced costs of compliance and waste management.

- Increased revenue from selling unwanted outputs.

- Diminished environmental impact with lower demand for virgin resources and
energy.

- Convenient options for customers to dispose of unwanted products.

- New interaction points between companies and customers where disposal and new
purchases can be combined.

- Deeper insights into how products are disposed of, which can be used in product
development and design for recyclability efforts.

- A lower material bill when switching from primary to secondary resources (not the
case for all material types, depending on quality and performance levels of primary

vs. secondary). (Lacy and Rutqgvist 2015).

iii) Product-life extension:
This model highly values product features such as durability, quality and functionality. It
focuses on increasing the product lifespan and generate revenue throughout its product life
(Lacy and Rutqvist 2015). The value and utility of products can be increased by the
following activities (Lacy and Rutqvist 2015):

1) Build to last: creating high-quality, extremely durable products; targeting customers

who are willing to pay a premium for quality, or those who access the more durable

product via alternative revenue models such as pay per service.
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2) Refurbish: restoring used products to their original, “like new” state; targeting
customers who are price-sensitive and don’t mind buying “good as new” products
that are often sold with similar warranty and service offers as new ones; or
remanufacturing, which involves remaking the product in an “industry-like” setting.

3) Take-back/trade-in/buy-back to remarket: collecting pre-owned goods to trade or
resell, also called “ReCommerce”; targeting customers looking for a “good deal.”
This is typically handled by specialized companies rather than primary
manufacturers and retailers, although primary suppliers are increasingly interested
in tapping second-, third-, and fourth-life markets and integrating reselling into the
product range.

4) Upgrade: adding new features, functionality or fashion instead of replacing the core
product; targeting customers more interested in consuming content, functions, and
style rather than the products themselves.

5) Refill: replacing a function that’s depleted more quickly than the product itself, such
as refillable packaging; targeting customer segments where the real demand is for a
disposable part of the product, not the physical “carrier.”

6) Repair: fixing a product that’s broken; targeting customers who are satisfied with
product performance and who have limited interest in replacing an item. (Lacy and
Rutqvist 2015).

iv) The sharing platform
In this model, the producers and consumers have co-ownership of the products and are
connected through a platform (Lacy and Rutqvist 2015). The company that owns the
platform gets a commission fee for allowing these transactions. Instead of offering new
products to the market, this model aids in fulfilling customer demands by utilizing the idle
capacity of the resources (Lacy and Rutqvist 2015). Due to this model, multiple customers
can use the same products by renting, sharing, swapping, lending, gifting, etc. The major
enablers of sharing platforms are internet, mobile software, social communities, positioning
services, remote diagnostics, remote unlocking, analytics and identification. For companies,
it brings opportunities for revenue generation, efficient use of resources and engaged
employees whereas, for customers, it facilitates convenience, price reduction, better product

or quality and trust with the provider (Lacy and Rutqvist 2015).
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v)

Product as a service

In this model, companies provide the physical product and services to maintain a product’s

use through design, use, maintenance (Lacy and Rutqvist 2015). There are four types of

product as service model.

1)

2)

3)

4)

Pay for use: Customers buy output rather than a product and pay based on use
metrics such as miles driven, hours used, pages printed, or data transferred.
Leasing: Customers buy contractual rights to use a product over a longer period of
time, typically with rights to exclusive and individual access.

Rental: Customers buy the rights to use a product for a short period of time, typically
less than 30 days. A rental setup is generally more flexible than a lease agreement
and customers might not have guaranteed unlimited access.

Performance agreement: Customers buy a pre-defined service and quality level
and companies commit to guaranteeing a specific result. For example, it could be a
“clean and snow-free street,” a “healthy indoor climate,” or a “well-lit city street.

(Lacy and Rutqvist 2015).

2.3.3 Drivers and enablers of CE

The enablers of CE can be categorized into the following types (Hart et al. 2019);

i)

Cultural enablers such as leadership, sustainability/environmental drivers,
stimulate demand, value chain engagement, long term relationships and
partnerships, systems thinking

Regulatory enablers such as policy support and public procurement, regulatory
reform, fiscal support, producer responsibility

Financial enablers such as whole life costing

Sectoral enablers such as clearer vision for CE in the built environment, better
evidence base, collaboration and design tools and strategies, research and
development (R&D), innovation, standards and assurance schemes, reverse

logistic infrastructure (Hart et al. 2019).

Rising consumer demand and Environmental Policy Agency (EPA) influence companies to

adopt more circular practices (Lacy, Long, and Spindler 2020). There is a common

misconception that efficient resource use is the main driver of circularity. The major factor

is the demand side i.e. customer engagement, their role during and after a product’s use, and

the way products are developed to meet resource needs (Lacy and Rutqvist 2015). It was
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found that the economic drivers are the most important in transitioning to a CE (Gusmerotti

et al. 2019). And, cultural and regulatory enablers were also equally important to increase

awareness and support CE activities (de Jesus and Mendonca 2018).

Besides, a survey in UK construction industry by Adams et al. (2017) found out that the

most important enablers for implementing CE in buildings and construction are:
- design tools and guidance
- measuring the value of material/product
- financial incentives to use secondary materials
- best practice case studies
- assurance schemes for reused/secondary materials
- awareness raising campaign

- development of enabling technologies to recover materials

- development of higher value secondary materials, viable take-back schemes and

clear business case (Adams et al. 2017).

2.3.4 Barriers of CE

The barriers of CE can be categorized into four types: (i) cultural, (ii) regulatory, (iii)

financial and (iv) sectoral (Hart et al. 2019).

i)

Cultural barriers such as lack of interest, knowledge/skills and engagement
throughout the value chain, lack of collaboration between businesses, lack of
collaboration between business functions

Regulatory barriers such as lack of consistent regulatory framework,
obstructing laws and regulations, lack of incentives

Financial barriers such as high upfront investment costs, low virgin material
prices, poor business case and unconvincing case studies, limited funding
Sectoral barriers such as lack of bandwidth compounded by an absence of
coherent vision for the industry, complexity/confused incentives, long product
lifecycles, technical challenges regarding material recovery, lacking
standardization, insufficient use or development of CE-focused design and

collaboration tools, information and metrices (Hart et al. 2019).

Many small and medium enterprises (SMEs) find it difficult to adopt CE business practices

due to barriers like environmental culture, financial barrier, lack of government support and
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effective legislation, lack of information, administrative burden, lack of technical skills, lack
of support from the supply and demand network, etc. (Rizos et al. 2015); (de Jesus and
Mendonca 2018). Similarly, Kirchherr et al. (2018) study shows that “lacking consumer
interest and awareness” and “hesitant company culture” are the major cultural barriers in
adopting CE business practices, whereas “low virgin material prices” and “high upfront
investment costs” are the major market barriers to implement CE strategies and business
models. In addition, “lack of demand pull for circular products and services” and “lack of

transparency through the value chain” can also be major obstacles in circular business

(Wolde 2016).

The barriers for implementing CE in hotel building are complexity, fragmented supply
chain, low value of material/products at the end of life, lack of incentive, lack of CE
knowledge, limited awareness across the supply chain and lack of interest (Adams et al.
2017). Transitioning from a linear to CE is not possible with the sole effort of an individual
business but with interaction and joint collaboration among external actors, technological
changes, changes in regulations, laws and infrastructures, industrial networks, consumer

cultures, etc. (Florido, Jacob, and Payeras 2019).

2.4 CE in tourism

Tourism accommodations consume huge amount of non-renewable resources affecting the
biodiversity and community (Girard and Nocca 2017). Thus, it is essential to change the
consumption pattern in this industry and move towards a CE. As outlined in the research
problem, finding relevant literature in the field of CE for tourism sector proved very
challenging. Before analyzing CE in tourism, it is important to get familiar with the industry
and its supply chain. This section will begin by presenting practices in tourism sector and

highlighting important studies done so far.

2.4.1 Tourism — A product service supply chain (PSSC)

According to Wolak, Kalafatis, and Harris (1998), the major characteristics of services are
(i) intangibility (ii) inseparability (iii) heterogeneity (iv) perishability. Furthermore, services
are required to have some features in common which are as follows:

- Most services cannot be inventoried

- Intangible elements usually dominate value creation

- Services are often difficult to visualize and understand
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- Customers may be involved in co-production

- People may be part of the service experience

- Operational inputs and outputs tend to vary more widely

- The time factor often assumes great importance

- Distribution may take place through non-physical channels (Lovelock and
Patterson 2015).

Tourism is an economic activity, which depends on the environment, culture and
communities for its existence and growth (Girard and Nocca 2017). Many tourism services
are intangible, so, customers often rely on tangible cues, or physical evidence, to evaluate
the service before its purchase and to assess their satisfaction with the service during and
after consumption (Hudson 2008).

A typical service supply chain (SSC) consists of the service organization, suppliers,

products/services and customers (see Figure 2-5)

. . Supplies Supplier
Suppliers ! Services Management v
' Service
@ Services
/Products

Organization
Figure 2-5 A service supply chain
Source: (Hussain, Khan, and Al-Aomar 2016)

£ Customer
Management

Service supply chain management (SSCM) can be categorized into two types; (i) service
only supply chain (SOSC)- where “products” are pure service only such as, psychology
advice, healthcare body checking, financial consultancy, fortune telling, etc. and (ii) product
service supply chain(PSSC)- where both “products” and “services” are equally important to
create value such as restaurants, hotels, etc. (Wang et al. 2015). Thus, it is clear that tourism
falls under PSSC. According to Chopra and Meindl (2016), every supply chain should aim
to maximize the overall value generated. Different stakeholders are involved in tourism, for
example, travel agencies, transport companies, restaurants, hotels, guides, local
municipalities, recreation service providers and guests. The aim of the tourism supply chain

should be to generate value not only for guests but for everyone involved in the supply chain.
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A tourism value chain model has been developed by Center for Regional and Tourism
Research (CIRT) (Manniche et al. 2017), as illustrated in Figure 2-6.
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Figure 2-6 Tourism value chain
Source: (Manniche et al. 2017).

Figure 2-6 shows a typical tourism supply chain. It starts with pre-travel activities like
booking flights or destination places directly or indirectly via travel agencies. Then, the
traveler i.e. tourist arrives at the destination by using various means of transportation, such
as, car, taxi, ferry, airplane, biking, walking, etc. The accommodation place i.e. host,
provides a place for them to stay, for instance, hotels, apartments, camps and Airbnb. Most
accommaodation providers also provide food to their guests, otherwise, there are restaurants
and food shops nearby. Then, the tourists can explore the host community and enjoy the

attractions or specialties available.

In addition, Figure 2-6 also highlights the importance of infrastructure support throughout
the value chain. For example, hotels need energy like electricity or fuels for heating,
cooking. Each of these infrastructures — information technology, waste handling,
construction and building, energy, water, education, communication and networks, as well
as public sector and health are important for the operation of the business. The value chain
itself, should be flexible to allow circular resource flow creating “circular infrastructure” i.e.
access to renewable energy sources, circular systems for the treatment of water, access to
suppliers and users who base their commercial models on leasing, circular designs, exchange

platforms, etc. (Florido, Jacob, and Payeras 2019).
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2.4.2 Sustainability in tourism

As already discussed, CE can help in achieving sustainable development (Geissdoerfer et al.
2017) and it is therefore deemed vital to discuss briefly sustainable development here.
Precisely, this section aims to highlight significant practices regarding sustainability in

tourism sector.
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Figure 2-7 Sustainable Development Goals
Source: (UNDP 2020)

Figure 2-7 shows the 17 Sustainable Development Goals (SDGs) adopted by all member
states of the UN in 2015, to gain peace and prosperity by 2030 via ending poverty and
protecting the planet (UNDP 2020). Tourism can help in achieving this vision. According
to (UNEP and WTO 2005), a sustainable tourism should address the needs of visitors, the
industry, the environment and host communities with full consideration to its current and

future economic, social and environmental impacts.

According to UNEP and WTO (2005), a sustainable tourism should have the following
objectives:

1) Economic viability - ensuring economic viability and competitiveness of tourism
destinations and enterprises for long term by understanding the market, delivering
visitor satisfaction, maintaining good trading conditions, projecting an attractive
destination and delivering business support.

2) Local prosperity- maximizing the contribution of tourism to the economic
prosperity of the host destination by supporting local business, encouraging local

employment and supplies, encouraging clusters and networking of businesses,
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3)

4)

5)

6)

7)

8)

9)

increasing levels of visitor spending (increasing length of stay, promoting local
products) etc.

Employment quality- increasing the number of local jobs created by tourism and
improving the quality (wage, service, availability without discrimination), ensuring
and enforcing labor regulations, encouraging training programs, etc.

Social equity - ensuring widespread and fair distribution of economic and social
benefits from tourism throughout the recipient community by developing
opportunities for disadvantaged people, supporting social programs, etc.

Visitor fulfillment - providing safe, satisfactory and fulfilling experience to all
visitors without discrimination, monitoring and addressing their satisfaction and
quality of experience

Local control - engaging and empowering local communities in planning and
decision making about the management and future development of tourism in their
area by strengthening the capabilities of local governing bodies, raising public
awareness, respecting the beliefs and traditions of indigenous tribes, etc.
Community wellbeing - maintaining and strengthening the quality of life in
communities by reducing congestion, managing demand, careful planning of tourism
infrastructures, promoting mutual use of facilities and services by residents and
tourists, influencing the behavior of tourists towards local communities, etc.
Cultural richness - respecting and enhancing the historic heritage, authentic culture,
traditions and distinctiveness of host communities by developing interpretative
programs, capacity building, informing tourists about local culture, etc.

Physical integrity - maintaining and enhancing the quality of landscapes, avoiding
or minimizing the physical and visual degradation of the environment by visitor

management, development of codes and conduct, etc.

10) Biological diversity - supporting the conservation of natural areas, habitats and

wildlife and minimizing damage, promoting ecotourism, raising visitor awareness,

etc.

11) Resource efficiency - minimizing use of scarce and non-renewable resources in the

development and operation of tourism facilities and services, minimizing water

consumption, promoting reduce, reuse and recycle mentality, etc.

12) Environmental purity- minimizing the pollution of air, water and land, and

generation of waste by tourism enterprises and visitors by promoting use of
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sustainable transport, reducing use of harmful chemicals, influencing development
of new tourism facilities, etc. (UNEP and WTO 2005).

2.4.3 Transitioning from linear to circular tourism

Tourism industry can gain economic benefits as well as address the socio-cultural and
environmental issues by applying the principles of circular tourism (Girard and Nocca
2017). There is no popular definition of circular tourism since it is just beginning to get
attention by researchers. Oreve (2015) and Girard and Nocca (2017, p. 68) have defined
circular tourism as “a model able to create a virtuous circle producing goods and services
without wasting the limited resources of the planet that are the raw materials, water and

energy.” This is illustrated in Figure 2-8.

Feedback between tourists ~ Proposal of a sustainable
and/or professionals to tourism offer from the
improve the sustainable tourism industry
tourism global offer
( (]
Sustainable stay (Hotel Selection, planning
establishments selected, and booking through
local consumption, a sustainable
waste sorting...) process

N

Choosing a sustainable
transport for the stay

Figure 2-8 Circular tourism
Source: (Oreve 2015)

Figure 2-8 serves as a model to start thinking about circularity in tourism. If we align it with
Figure 2-6, thus the Tourism value chain, it is clear that there is potential to make the value
chain circular from the pre-travel phase till the end of the stay and even afterwards. Since
tourism as service sector provides food, accommodation and other services to the guests, the
CEBM s like sharing products between users, replacing ownerships by leasing, renting, etc.

are already prevalent (Manniche et al. 2017).
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Further, a three- axis model for a circular destination was developed and implemented in
Balearic Islands (Florido, Jacob, and Payeras 2019). The model is presented in Figure 2-9
and it focuses on three main axis; (i) the public administration and/or the destination
management organizations (DMOs), (ii) the tourism sector and (iii) the resident population.

CE transition in the tourism sector is not possible with just one actor.
TOURIST DESTINATION

Public
Administration
and/or DMOs

Tourism Sector
(Hotel sector)

/

Tourists

Resident
population

Figure 2-9 Three-axis model
Source: (Florido, Jacob, and Payeras 2019)

As mentioned by Chopra and Meindl (2016), the aim of these main axis should be to
maximize the value in tourism. Thus, each axis/sector has a role to play which is outlined in

Figure 2-10 below.

g +Designing incentives to promote the implementation of CE
measures in the tourism sector i.e. tax deductions for investment
Role of public in CE measures/technologies
administration or < +Designing laws and regulations to reduce the obstacles to the

DMOs application of CE measures in tourism businesses
«Involving the tour operators in the design of a program of
awareness and changes in tourist habits

*Designing a branding strategy that enhances the social and

Role of touri environmental benefits of circular practices in the hotel
ole ot tourism establishment

(hotel)

*Raising awareness, training, involving hotel human resources in
the design of a circular strategy for hotel business

«Involving the resident population in the change towards a CE of
the tourist destination

*Promoting social awareness about social and environmental
benefits

*Designing a system of incentives/penalties to increase awareness
and change in the consumption habits of the resident population
towards a CE model

Role of resident <
population

N~

Figure 2-10 Roles of the three axis
Source: Adapted from (Florido, Jacob, and Payeras 2019)
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CE brings many opportunities for the tourism industry to achieve a sustainable development
and increase profitability (Florido, Jacob, and Payeras 2019). Hotel materials like furniture,
carpets, wallpapers, electronic appliances, sanitary facilities, etc. should be used in a circular
way. Thus, CEBMs such as leasing or remanufacturing and reusing of used products should
be considered. Hotels consume large amount of energy to provide services like heating and
operate other electronic appliances (Manniche et al. 2017). If they are located in remote
places where public authorities cannot provide renewable source of energy then, the hotels

should reduce and optimize their energy use (Manniche et al. 2017).

Similarly, innovative methods should be adopted to circulate the water consumption. It is
also important to ensure that the design of accommodation helps to manage resources more
effectively and avoid waste (Manniche et al. 2017). Thus, circular practices are not only
about establishing sustainable growth strategies for companies but also, respecting
environmental limitations, supporting the local economy, carrying out environmentally
sustainable activities, conservation of nature and culture, etc. (Florido, Jacob, and Payeras
2019).

Tourism acts as a living laboratory for all actors i.e. government, destination place, hotels,
tourists and local community to practice circular strategies (Florido, Jacob, and Payeras
2019). Thus, an International Conference on Green and accessible tourism (Wolde 2016),
suggested the following strategies for circular tourism:
- Design for circularity (for example, constructing infrastructures or business
processes in such a way to facilitate circular flow of resources)
- Use sharing platforms (for example, online networking sites or software, rental
platforms)
- Regulate the CE (for example, sharing platforms)
- Circular procurement: use and buy products, materials and services that are
sustainable and/or cradle-to-cradle, recycled, renewable, recyclable, biodegradable
- Circular construction including building passport for new hotels and parks
- Use performance-based contracting (for example, pay-per-wash in laundry services)
- Maximize digital services, maintenance, repair, refurbishment, and waste reduction,
separation and management

- Circular sourcing (for example, using organic cleaning products)
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Take into account what happens after use (accountable to bring it back to the supplier
or dispose in responsible way)

Work together with your suppliers and clients

Produce on demand (for example, making food only after getting orders will reduce
food waste in comparison to making lot of food at once in anticipation)

Renewable energy and energy conservation means boundary condition for circularity
(example, solar panels)

Mainly aimed at reducing carbon emissions

Lower impact of traveling: public transportation, carbon compensation, bicycle
tours, alternative routes

Lower impacts during stay: buy local, organic, use small groups

Aim for quality (for example, using low-quality materials will result in frequent
repair and maintenance causing more disturbance, loss of time and money)

Increase awareness of tourists i.e. to respect the local heritages and to adopt circular
practices during their stay

Promote eco-friendly tourism i.e. reducing the environmental impacts due to tourism
activities (Wolde 2016).

Similarly, there are some strategies suggested by Florido, Jacob, and Payeras (2019), which

are as follows:

Improving the development of tourism infrastructures and quality of services as a
tourist destination

Reducing the seasonality of tourist services

Diversifying tourism activity (cultural tourism, business tourism, health tourism,
ecological tourism) with a circularity approach

Strengthening cooperation in the hotel industry through local organizations and
networks seeking to promote CE solutions

Stable institutional and governance framework for innovation in relation to

sustainability issues and environmental aspects (Florido, Jacob, and Payeras 2019)

2.5 Frameworks and tools for assessing circularity

Although there has been huge interest on transitioning toward a CE, very few frameworks

have been developed to assess the circularity of businesses. The most commonly used

framework is the Material Flow Accounting (MFA), where physical flows can be
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differentiated into three major categories i.e. materials, water, and air (Fischer-Kowalski et
al. 2011). This framework is mostly used to measure the circularity of a country or region
since it measures imports, domestic extraction, unused extraction, immigrants, emigrants,
exports, domestic material consumption, etc. Thus, it requires meta-compilations of data
from various official statistics, most of which are regularly provided and updated by national
statistical offices (Krausmann et al. 2015).

The EMF, in collaboration with 13 Global Partners and CE100 member companies has
developed a Circulytics, a digital tool that businesses can use to measure their full circularity
(EMF 2017e). This tool supports a company’s transition towards the CE, regardless of
industry, complexity, and size. It also reveals the extent to which a company has achieved
circularity across its entire operations, going beyond assessing products and material flows.
For example, 1) it measures a company’s entire circularity, not just products and material
flows, 2) supports decision making and strategic development for CE adoption and 3)
demonstrates strengths and highlights the areas of improvement. Another circularity check
was co-created by WeSustain and Circular Future (Ecopreneur 2020b). The Circularity
Check is a free, online scan tool with a questionnaire of about 60 questions that determines
a circularity score for a specific product and/or service, primarily intended as a product-
based tool for self-evaluation by companies, from SMEs to multinationals (Ecopreneur
2020a).

A four-levels framework has also been proposed by Elia, Gnoni, and Tornese (2017) to
support the adoption of CE paradigm, for instance, (1) processes to monitor, (2) actions
involved, (3) requirements to be measured, and (4) implementation level. An extensive
literature review was carried out to identify the frameworks of CE classified into four
categories: (i) sustainable business model innovation (SBMI), (ii) sustainable product design
(SPD), (iii) closed loop supply chains (CLSCs), and (iv) product-service systems (PSS)
(Mendoza et al. 2017). Using ReSOLVE checklist, it was found out that although most of
the frameworks satisfy some of the actions and requirements, none satisfies all of the criteria

and this is discussed next (Mendoza et al. 2017).
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2.5.1 ReSOLVE checklist

The EMF and McKinsey Center for Business and Environment (2015) identified six actions

that the companies can take to become more circular. A brief description and examples of

each action is presented in Table 2-3.

Table 2-2 ReSOLVE checklist

Actions Description

Regenerate Maintaining and
enhancing the earth’s
biocapacity

Share Full use of goods,
eliminating waste and
duplication

Optimise Removing waste energy

and materials in the
production and
consumption of goods,
using technology to
maximise resource use

Loop Composting organic
materials and recycling,
reusing or
remanufacturing
technical materials

Virtualise Displacing physical
products by digital
products or services

Exchange Upgrading technologies
or replacing old
methods

Examples

Shift to renewable energy and
materials

Reclaim, retain and restore
health of ecosystems

Return recovered biological
resources to the biosphere
Share assets (e.g. cars, rooms,
appliances)
Reuse/secondhand

Prolong life through
maintenance, design for
durability, upgradability, etc.
Increase performance/
efficiency of product
Remove waste in production
and supply chain

Leverage big data,
automation, remote sensing
and steering

Remanufacture products or
components

Recycle materials

Digest anaerobically

Extract biochemical from
organic waste

Books, music, travel, online
shopping, autonomous
vehicles, etc.

Replace old with advanced
non-renewable materials
Apply new technologies (e.g.
3D printing)

Choose new product/service
(e.g. multimodal transport)

Source: (McKinsey Center for Business and Environment 2015) (Williams 2016)
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2.5.2 Business Canvas Model

A good business model will provide considerable value to the customer and collect a viable
portion of this in revenues in return (Teece 2010). It consists of four elements: (i) customer
value proposition (CVP), (ii) profit formula, (iii) key resources, and (iv) key processes
(Johnson, Christensen, and Kagermann 2008).
) Customer Value Proposition (CVP) — finding the best solution to current
problems and creating value for the customers.
i) Profit formula — creating value for the company itself while providing value to
customers.
iii) Key resources — delivering value to the customers by the use of assets like
people, technology, products, equipment, etc.
iv) Key processes — operational and managerial processes like training, planning,
sales, service, rules, norms, etc. which help in continuous delivery of value to the

customers (Johnson, Christensen, and Kagermann 2008).

However, according to Osterwalder and Pigneur (2010), there are nine building blocks of a

business model (see Figure 2-11).
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Figure 2-11 Business Canvas Model
Source: (Osterwalder and Pigneur 2010, Umihanic Cosickic 2014)
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i)

vi)

vii)

viii)

Customer segments — different customer segments, thus, mass market, niche
market, segmented, diversified, or multi-sided platforms and choosing which
ones to serve.

Value propositions — bundles of products and services beneficial for a specific
customer segment, such as price, speed of service, design, customer experience,
newness, performance, customization, brand, cost reduction, risk reduction,
accessibility and convenience, etc.

Channels — ways through a company communicates and delivers value to its
customers, for example, owned channels like in-house sales force, website or
partner channels like wholesale distribution, retail and partner-owned websites.
Customer relationships — a company can have different types of relationships
with its customers like personal assistance, dedicated personal assistance, self-
service, automated services, communities and co-creation

Revenue streams — different pricing mechanisms for generating cash from each
customer segment like asset sale, usage fee, subscription fee, leasing fee,
licensing, brokerage fee, advertising, among others.

Key resources — important assets to create value i.e. physical (buildings,
vehicles, machines), intellectual (brands, patents, partnerships, customer
databases), human and financial resources

Key activities - important business actions, such as, production, problem
solving, networking and platform management.

Key partnerships — network of suppliers and partners, joint ventures which
helps in risk reduction and secure supply of resources

Cost structure — costs incurred under the business model, i.e. fixed (salaries,
rents, manufacturing facilities) and variable (campaign advertisements, festival

decorations) (Osterwalder and Pigneur 2010).

2.5.3 The Backcasting and Eco-design for CE (BECE) framework

Backcasting is an approach to future studies involving the development of normative
scenarios aimed at exploring the feasibility and implications of achieving certain desired
outcomes (Robinson 2003). It is generally applicable when: (i) the nature of problem is
complex, (ii) need for major societal or technological change, (iii) dominant trends are part
of the problem, (iv) the problem is a matter of externalities and (v) long time horizon
(Dreborg 1996).
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While, eco design is an approach to improving product design to reduce their environmental

impacts throughout the product life (Schischke, Hagelliken, and Steffenhagen 2005). There

are environmental, economic and social benefits and opportunities of eco-design.

Environmental benefits — It helps to reduce material and energy consumption,
minimize manufacturing wastages, optimize production and increase efficiency
(Schischke, Hageliiken, and Steffenhagen 2005) (Sanyé-Mengual et al. 2014).
Economic benefits — It helps to reduce fixed and variable costs by improving the
production efficiency, giving competitive advantage to the companies and improving
their product and brand image (Sanyé-Mengual et al. 2014).

Social benefits — Communicating and marketing about environmental sustainability
can help to increase awareness of consumers and motivate employees (Sanyé-
Mengual et al. 2014, Schischke, Hageliiken, and Steffenhagen 2005).

A holistic framework has been developed by combining elements like guidance,

information, inspiration, education, visual, non-scientific language and dynamic access

(Lofthouse 2006). Whereas, three tools of eco-design have been identified by Knight and

Jenkins (2009); (i) checklists, (ii) guidelines and (iii) material, energy and toxicity (MET)

matrix. However, there are challenges of eco-design identified by Karlsson and Luttropp

(2006):

Design has to work in concert with market priorities,

Life-style preferences and immaterial aspects are fundamental,

Eco -efficiency is not sufficient; we have to aim for Eco -effective products,

The present scope mainly focuses on reduction of environmental loads,

WHY we do this is more basic than HOW (this implies that we should have clear
vision and set priorities as to why we want to adopt eco-design. Only then can we

think of how to design eco-friendly products/services).

Figure 2-12 outlines the methodologies of both Backcasting and eco-design approaches.
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Figure 2-12 Outline of Backcasting and Eco-design methodologies
Source: (Mendoza et al. 2017)

Backcasting is used for strategic planning with six steps (Mendoza et al. 2017).
Step 1 - Defining an overarching vision to determine future strategic objectives
Step 2- ldentification of the past and present drivers and barriers to implementing
the defined vision
Step 3- Adding detail to the vision by characterizing other relevant aspects
Step 4- Building and discussing future scenarios to help achieve the vision
Step 5 - Testing the consistency of the scenarios

Step 6 - Testing the feasibility of the scenarios
Equally, eco-design methodology also includes six steps (Mendoza et al. 2017).

Step 1 - Defining a set of goals, considering drivers and constraints

Step 2- Selecting a product category to fulfill the defined goals
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Step 3- Building an eco-brief to guide eco-design strategies and analyze their
technical and socioeconomic feasibility for potential implementation

Step 4- Selecting the most promising solutions

Step 5 - Developing the concept and environmental validation of the eco-product

Step 6- Developing the production and marketing plans

Both these methodologies have a range of complementary features that lend themselves for
a symbiotic relationship and can help businesses in implementing CE solutions (Mendoza
et al. 2017). Figure 2-13 shows a framework for CE by combining these methodologies.
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Figure 2-13 The BECE framework
Source: (Mendoza et al. 2017)

This framework consists of ten steps, as a result of combination between backcasting and
eco-design steps. First of all, a CE vision is formulated in steps 1 to 3 by applying
backcasting. The vision is analyzed and strategies are generated by applying eco-design in

steps 4 to 7. Finally, in steps 8 to 10, the scenarios and action plans are defined, validated

and implemented. (Mendoza et al. 2017).

In the subsequent Chapter, the methodology employed by the present study is presented.
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Chapter 3
Methodology

3.1 Chapter Introduction

This Chapter presents the methodology employed by the present study. The philosophical
position this study subscribes to is discussed. Further, the theoretical considerations
underlying the selection of each case, as well as how the data was collected and analyzed
will be explained. The quality criteria for qualitative research will be described as well as
how these criteria are adhered to throughout the research process. Figure 3-1 below based

on Saunders’ Research Onion, summarizes the choices made for this study.

Critical
realism

Positivism

ono method quantitative Mono

method qualitative

Interpretivism

i Deduction
Archival research Experiment

Case study

Multi-method

Longitudinal qualitative Induction

Interviews

Philosophical
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Research Research
design approach

Time Research Research

Data horizon setting strategy

Data analysis collection

Coding Multi method

quantiative

Narrative

Cross

Content analysis sectional

Nepal Simple

mixed
method

Documents

Abduction Post

modernism

Action research

Ethnography
Complex mixed method

Pragmatism

Figure 3-1 Research onion
Source: Adapted from (Saunders, Lewis, and Thornhill 2016, 2019)

3.2 Philosophical position

The researcher’s beliefs and assumptions regarding the world and the nature of things done
play a vital role in determining the strategies and methods for collecting and analyzing data
(Saunders, Lewis, and Thornhill 2016, 2019). It is thus, important to spend time reflecting

on one’s own beliefs and assumptions to distinguish whether they lean towards the three
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types of assumptions, that is, ontology, epistemology or axiology (Saunders, Lewis, and
Thornhill 2016, 2019). According to Saunders, Lewis, and Thornhill (2019), ontology means
the assumptions regarding the nature of reality which determines how we see the world of

business and management and what do we need to find out. On the other hand, epistemology

refers to the assumptions regarding knowledge, i.e. what is acceptable, valid and legitimate

(Saunders, Lewis, and Thornhill 2019). Lastly, axiology refers to the roles of our values and

ethics and that of our participants, especially where we need to give explanation to for

choosing one topic over the other (Saunders, Lewis, and Thornhill 2016).

Following Saunders, Lewis, and Thornhill (2016), there are five management philosophies

and these include:

Positivism focuses strictly on scientific empiricist method designed to yield pure
data and facts. This involves using existing theory to develop hypotheses and
remaining neutral from the research and data so that the findings of the research are
not influenced by the researcher’s biasness (Saunders, Lewis, and Thornhill 2016).
Critical realism emphasizes on explaining what we see and experience, in terms of
the underlying structures of reality that shape the observable events. Critical realists
see reality as external and independent, but not directly accessible through our
observation and knowledge of it (Saunders, Lewis, and Thornhill 2016).
Interpretivism argues that humans are different from physical phenomena. It is
difficult to apply same laws to and expect the same result because different people
of different cultural backgrounds, under different circumstances and at different
times make different meanings, and so create and experience different social
realities. (Saunders, Lewis, and Thornhill 2016).

Postmodernism focuses on the role of language and of power relations, seeking to
question accepted ways of thinking and give voice to alternative marginalized views.
Since there is no order to the social world beyond that which we give to it through
language, there is no abstract way of determining the ‘right’ or the ‘true’ way to
describe the world. It refers to challenging the organizational concepts and theories
to demonstrate what perspectives and realities they exclude, whose interests they
serve and being open to the deconstruction of any forms of data — texts, images,
conversations, voices and numbers (Saunders, Lewis, and Thornhill 2016).
Pragmatism aims to reconcile both objectivism and subjectivism, facts, values,

accurate and rigorous knowledge, and different contextualized experiences. It starts
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with identifying a problem and aiming to find solutions to it. Thus, the research
problem and the research questions will determine the research design and strategies.
The research question would be likely to incorporate the pragmatist emphasis of
practical outcomes. There can be multiple realities and no single point of view can
give the entire picture since there are different ways of interpreting the world and
carrying out the research (Saunders, Lewis, and Thornhill 2016).

This research has taken the position of interpretivist, where the companies’ perspectives are

studied in order to find out the similarities or differences in their opinions or meanings.

Interpretivists believe that same methods can yield different results depending on the

circumstances and backgrounds. In this study, an interpretivist stance is taken because this

research intends to find out whether the application of the BECE framework will provide

similar results as the literature (Mendoza et al. 2017, Heyes et al. 2018, Mendoza, Gallego-
Schmid, and Azapagic 2019).

3.3 Approach to theory development

There are three approaches to theory development: (i) deduction (ii) induction and (iii)
abduction (Saunders, Lewis, and Thornhill 2016).

Deduction refers to an approach where theories predict an outcome and are
tested by experiments (Miessler 2020). It searches to explain causal relationships
between concepts and variables by developing a number of hypotheses
(Saunders, Lewis, and Thornhill 2016).

Induction refers to using available data to come up with a theory, rather than
testing already existing theory. The observations lead to generalizations for how
things work (Miessler 2020). Due to its connection to humanities and its
emphasis on the importance of subjective interpretations, the inductive approach
is most likely to be informed by the interpretivist philosophy (Saunders, Lewis,
and Thornhill 2016).

Abduction refers to an approach which moves back and forth, in effect

combining deduction and induction (Saunders, Lewis, and Thornhill 2016).

This research’s approach is induction because it fits well with the philosophical position of

interpretivism. At the same time, it allows generalization based on conducted interviews and

document analysis. As mentioned by Saunders, Lewis, and Thornhill (2016), the inductive

37



approach helps to formulate a theory or a conceptual framework based on the result of the
analysis.

3.4 Methodological choice / Research design

Formulating a research design is about how we plan to answer the research questions
(Saunders, Lewis, and Thornhill 2016). There are three methodological choices: (i)
quantitative — using numeric data, (ii) qualitative — using non-numeric data, and (iii) mixed-
using both (Saunders, Lewis, and Thornhill 2016). Although the initial methodological
choice for this thesis was mixed method, there were difficulties in collecting quantitative
data, for instance using a questionnaire, due to restrictions imposed by the state on social
distance - as a result of preventive measures to the pandemic COVID 109.

As per Saunders, Lewis, and Thornhill (2016), a qualitative study is usually interpretive and
starts with inductive approach. It helps to study the participants’ meanings and relationships
between them. It focuses on understanding, explaining, exploring, discovering and clarifying
“situations, feelings, perceptions, attitudes, values, beliefs and experiences of a group of
people” (Kumar 2010, p.104). Since this study has taken an interpretivist stance and has
chosen an inductive approach, | agree with the authors and have chosen a qualitative method

for this study.

3.4.1 Research strategy

There are different strategies of conducting qualitative research, such as archival research,
case study, ethnography research, action research, grounded theory and narrative inquiry
(Saunders, Lewis, and Thornhill 2016). Among them, the case study strategy is chosen for
this thesis because it conducts in-depth and within the real-world context investigation of a
contemporary phenomenon (the case) (Yin 2018). The case may refer to a person, a group,
an organization, a change process, an event or any other subjects (Saunders, Lewis, and
Thornhill 2016). It is appropriate when “how” and “why” questions are asked about a

contemporary set of events over which a researcher has little or no control (Yin 2018).
Case study research can be designed as single or multiple depending on the issue. For this

thesis, the multiple-case study is selected because it is appropriate for real life events.

According to Yin (2018), a multiple-case study should be considered as replication of the
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findings by carrying out multiple experiments, which may produce same or different results.
It means that the researcher carries out multiple experiments based on a pre-developed
notion to see if the findings can be duplicated. Whether the study results in similar findings
or different, it will help in strengthening the original finding. Thus, the evidence from
multiple-case study is deemed as more compelling than a single case study (Yin 2018). Thus,
a multiple-case study is chosen to see if the study can produce similar findings or new ones.

Figure 3-2 describes a typical multiple case study process. The process is based on the
description from (Yin 2018) and it depicts the procedure underlying this research process.

Define and Design Prepare, Collect, and Analyze Analyze and Conclude
- - - > - >
A Conduct st case ™ N Write individual -— Draw cross-case
study case report conclusions
Y
> Selectcases Modify theory

Develop theory %o | | Conduct 2nd case > | Write individual | | 4
3 E ‘ s v Develop policy
‘ implications

Design data

collection protocol +

Write cross-case
report
Conduct remaining (>, Write individual | |
case studies case report

Figure 3-2 A multiple case study procedure
Source: COSMOS Corporation (Yin 2018).

As shown in Figure 3-2, theories regarding the CE and potential in tourism are presented at
first. Then, the companies were selected to participate in this study and appropriate data
collection methods were chosen which are presented in sub-section 3.5. Both cases were
conducted simultaneously, and individual reports were maintained. The findings are

explained in Chapter 4 — Findings and analysis.

3.4.2 Case selection

A critical aspect of case study research is the case selection. In general, case selection

happens based on theoretical considerations rather than selecting cases randomly. According
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to Flick (2013), qualitative studies are restricted to 2-4 cases, allowing the researcher to
examine the context of each case comprehensively. This study aims to examine the
similarities or differences, if any, in the circular practices, drivers and barriers among the
case companies and identify which CEBM would be suitable for implementation. Hence,
the unit of analysis for this study is the tourism companies.

The unit of analysis is chosen through sampling. It is important to select a sample when
collecting data from the whole population is difficult or impossible. Sampling is very useful
when we have time and money constraints. The population in this study is companies
providing services and target population is those in tourism sector. There are two types of
sampling (see Figure 3-3): (i) probability sampling and (ii) non-probability sampling
(Saunders, Lewis, and Thornhill 2016).

Sampling
Probability Non-probability
| I I | | | | I | I
Simple Systematic Stratified Cluster Quota Purposive Volunteer Haphazard
Simple Systematic Stratified (random) Quota Snowball  Self- Convenience
random random random  Cluster selection
'-‘ K ; Extreme Homogeneous | Typical case
* :" . case purposive purposive
* . Py purposive
"*~aMulti-stage=**"

Heterogeneous Critical case Theoretical
purposive purposive

Figure 3-3 Sampling techniques
Source: (Saunders, Lewis, and Thornhill 2016)

Probability sampling techniques can be used especially for carrying out survey strategies
whereas non- probability sampling techniques are useful for conducting case studies
(Saunders, Lewis, and Thornhill 2016). The sampling technique used in this thesis is
convenience sampling. It is a common method of sampling chosen on the basis of
convenience of the researcher (Acharya et al. 2013). Both companies are chosen due to ease

of access to information.
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3.4.3 Case description

Two companies have been chosen for this study i.e. a DMO and a lodge. In this section, a
brief introduction of both companies are presented below.
A. International Trekkers

International Trekkers (InTrek) is a DMO situated in Dhumbarahi, Nepal. It was founded
around three decades ago when adventure tourism was just starting to flourish in Nepal. It
is one of the pioneer companies which started to provide trekking services in the Himalayan
regions with own fleet of luxurious transport, skilled guides, crews, porters and back-office
personnel. The company provides trekking facilities within Nepal, Tibet and Bhutan.
(Trekking Agencies' Association of Nepal 2020).

B. Everest Lodges
Everest Summit Lodges is the subsidiary company of InTrek, established in 2002. It has five
unique sites i.e. Lukla, Pangboche, Monjo, Mende and Tashinga, which are located along
the Everest Base Camp trail to provide food and accommodation services to tourists in
Nepal. The lodges exist to preserve Sherpa architecture, protect environment and provide
comforting stay to the guests (Everest Lodges 2020a). Table 3-1 lists some of the eco-social

initiatives by Everest Lodges.

Table 3-1 Eco-social initiatives of Everest Lodges

Environmental Local sourcing of organic vegetables

Offering guests optional daily towels and linens reuse service

Non-biodegradable waste brought back to Kathmandu

Water Conservation: Gas or Solar powered hot water for

showers (no firewood)

Euro guard water filter for drinking

= No packaged drinking water sold at any of the Everest Lodges

= Photo voltaic panels for lighting using energy efficient light
bulbs

= Green horticultural servicing with green house

= Offering guestrooms with windows that open or are part of a

fresh-air exchange system

Social = High Altitude Pressure bags in all lodges for Emergency
= Hiring local people, training guides and service staff
= Providing funds and other support to Monjo school,
Manmohan Memorial Community Hospital and Seti Devi
Drinking Water Supply Authority
Source: (Everest Lodges 2020b)
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Figure 3-4 shows the locations of the lodges en route to Mt. Everest. It can be seen that they
are located in high altitude and in rugged lands. It is difficult to construct and maintain roads
in mountain regions. So, air transport is the viable solution to transport goods and people

but, it is costly.

e
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Figure 3-4 Route to Mt. Everest and locations of the lodges
Source: (Everest Lodges 2020c)

3.4.4 Research setting

The research adopted natural setting as mentioned by Saunders, Lewis, and Thornhill
(2016), to establish trust and participation. The geographical setting for this research was
Nepal. Nepal is a landlocked country in Asia, located between India and China. Its total area
is 147,181 square kilometer (Rose et al. 2020) with existing population of 29,954,369
(Central Bureau of Statistics 2018). Nepal is a country filled with rich cultures, dramatic
scenery and famous hospitality — making it the backbone of the Nepalese economy (Ministry
of Foreign Affairs 2020). Major tourism activities in Nepal are mountain climbing, trekking,
bird watching, rafting/kayaking, hot air ballooning, bungee jumping, paragliding, ultralight
aircraft, mountain biking, jungle safari, mountain flight, rock climbing, etc. Due to its
diverse population, it is also an ideal destination for cultural and religious enthusiasts with

various religious sites and cultural heritages (Ministry of Foreign Affairs 2020).

Table 3-2 presents annual growth rate of Gross Domestic Product (GDP) in Nepal by
economic activities. From the table, it is evident that the service sector is vital to the GDP
growth in Nepal. Especially, when we consider the contribution of tourism in 2019, hotel

and restaurants contributed to 7.33 percentage of growth in GDP.
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Table 3-2 Annual growth rate of GDP in Nepal by Economic Activities (at constant prices)
Industrial Classification 2072/73 2073/74 2074175 2075/76R
2015/16 2016/17 2017/18 2018/19

A Agriculture and forestry 0.01 5.14 2.72 5.05
B  Fishing 11.76 8.02 7.42 5.60
C  Mining and quarrying -2.79 13.74 8.88 8.91
D Manufacturing -8.00 9.70 9.17 6.82
E  Electricty gas and water -7.59 20.47 9.64 9.15
F  Construction -4.36 12.43 10.02 8.05
G  Wholesale and retail trade -2.16 11.89 12.54 11.06
H Hotels and restaurants -9.68 7.33 9.77 7.33
I Transport, storage and 2.02 6.47 4.65 5.90
communications
J  Financial intermediation 8.55 9.09 6.38 6.18
K  Real estate, renting and business 3.72 5.67 5.24 6.12
activities
L  Public administration and defence 2.52 9.06 5.07 5.54
M  Education 7.33 7.39 5.02 5.11
N  Health and social work 3.25 7.34 6.33 6.75
O  Other community, social and 5.55 5.58 5.54 5.73
personal service activities
Agriculture, Forestry and Fishing 0.23 5.20 2.82 5.06
Non-Agriculture 0.38 9.00 7.74 7.37
Total GVA including FISIM 0.33 7.74 6.15 6.65
Financial Intermediation Services 3.27 7.67 1.57 4.25
Indirectly Measured (FISIM)
Gross Domestic Product (GDP) at 0.20 7.74 6.35 6.75
basic prices
Taxes less subsidies on products 4.40 12.80 9.89 9.14
Gross Domestic Product (GDP) 0.59 8.22 6.70 6.99

*R= Revised, P = Preliminary

Source: (Central Bureau of Statistics 2020)

3.4.5 Time horizon

Depending on the time horizon of the studies, researches can either be cross-sectional or
longitudinal. A longitudinal study needs a lot of time - even months or years to collect data
whereas, a cross-sectional study is the snapshot of a particular phenomenon at a particular
time (Saunders, Lewis, and Thornhill 2016). Due to the time constraints for this master

thesis, a longitudinal study is not possible. So, a cross-sectional study was chosen. In this
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type of study, the outcomes and exposures in the study participants are measured at the same
time by the researcher (Setia 2016). Thus, the information collected about the case
companies under this study represents what is going on at only one point in time (Olsen and
St George 2004) i.e. during the research conduct. Thus, it is most suitable for finding out
prevalence of a phenomenon, situation, problem, attitude or issue (Kumar 2010, p.107).
Additionally, a cross-sectional study is both time and cost efficient (Levin 2006, Setia 2016).

3.5 Data collection

According to Flick (2018), qualitative data collection is the process of selecting and
producing linguistic material for understanding and analyzing phenomena to make meaning.
There are two approaches to collect information i.e. the researcher collects the information
himself or extract already available information. Thus, there are two types of data: (i)

primary and (ii) secondary (Kumar 2010) (see Figure 3-5).

Methods of data collection

Secondary sources Primary sources
Documents Observation Interviewing Questionnaire
Mailed
Participant -« Structured e fed
questionnaire
Y Y Y

Collective

— Govt publications Non-participant Unstructured ‘ .
questionnaire

- Earlier research
- Census

— Personal records
- Client histories

- Service records

Figure 3-5 Methods of data collection
Source: (Kumar 2010)

Figure 3-5 shows different methods of collecting primary and secondary data. Primary data
are new information collected by the researcher himself using observation, interviews or
questionnaire. On the other hand, secondary data are already available information in the
form of documents, such as government publications, earlier research, census, etc. (Kumar
2010). While primary data are more reliable and vital to the research, secondary data are less

expensive and time consuming than primary data (Saunders, Lewis, and Thornhill 2016).
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Primary data for this study were the interviews conducted using the BECE framework.
Whereas, journal articles, books, reports, official websites, government websites and so on,
were the secondary data. The data were collected through interviews and documents, which

are explained further in sub-sections 3.5.1 and 3.5.2.

3.5.1 Interviews

Kumar (2010) defines an interview as any direct or indirect interaction between a person to
another with known purpose. Interviews are targeted to focus directly on case study topics
and provide explanations as well as personal views (Yin 2018, p. 179). As per Gill et al.
(2008), it is most appropriate when there is little knowledge about the research topic and
detailed information is required from the study participants. There are three types of
interviews: structured, semi-structured and unstructured (Gill et al. 2008). For this study,
companies were informed at first (see Appendix A) and structured interviews were used to
ask predetermined questions with no variation as mentioned by Gill et al. (2008). Since the
study applies the BECE framework in the case companies, questions related to only this
method are asked, which are enough to address the research questions (see Appendix B).

Although the initial plan was to record interviews in a voice recording device, recording
interviews is advised against when an interviewee refuses or there is no specific plan for
transcribing since it is time consuming (Yin 2018). Thus, the interviews were not recorded
in any audio format. Instead, they were recorded in written format, verified by the

participants.

3.5.2 Documents

According to Yin (2018), documents are easily available and can be reviewed repeatedly.
Since one of the purposes of this thesis is to examine the usability of the BECE framework,
the application of this framework provided useful documents with primary data i.e. the
ReSOLVE checklist and Business Canvas Model of each case companies (see Appendix C).
Secondary documents like journal articles and reports were used in building up the literature
and analyzing the findings. Search terms used to find relevant literature are “circular

economy in tourism”, “circular tourism”, “sustainability in tourism and hospitality” etc. The

following were the online databases used; Google scholar and ProQuest.
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3.6 Data Analysis

According to Flick (2013, p. 5), a qualitative data analysis is defined as

“the classification and interpretation of linguistic (or visual) material to make
statements about implicit and explicit dimensions and structures of meaning-making
in the material and what is represented in it. Meaning -making can refer to subjective
or social meanings. Qualitative data analysis also is applied to discover and describe
issues in the field or structures and processes in routines and practices. Often,
qualitative data analysis combines approaches of a rough analysis of the material
(overviews, condensation, summaries) with approaches of a detailed analysis
(elaboration of categories, hermeneutic interpretations or identified structures). The
final aim is often to arrive at generalizable statements by comparing various

materials or various texts or several cases.” Flick (2013, p. 5)

Qualitative data analysis is done through three activities (Miles, Huberman, and Saldanna

2014):

Data condensation — It refers to selecting, focusing, simplifying, abstracting and/or
transforming the data that appear in the full body of written-up field notes, interview
transcripts, documents and other empirical materials. For example, writing
summaries, coding, developing themes, generating categories and writing analytic

memos (Miles, Huberman, and Saldanna 2014).

. Data display — It refers to the organized and compressed assembly of information

that allows to draw conclusion for example, different types of matrices, graphs,
charts and networks (Miles, Huberman, and Saldanna 2014).

Drawing and verifying conclusions — It refers to interpreting what things mean by
noting patterns, explanations, causal flows and propositions (Miles, Huberman, and
Saldanna 2014).

This study follows this procedure of analysis. Relevant information was condensed,

displayed and concluded. It is also possible to analyze by comparison. According to Flick

(2013), all scientific research is in some way comparative and qualitative comparison aims

to understand certain aspects of society in its socio-cultural specific context, based on

purposefully selected cases. The methods of comparative analysis depend on the research

problem. Among them, qualitative content analysis is used in this thesis. This method helps
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to focus on selected aspects of meaning and reduce the amount of material (Flick 2013). The
materials from the implementation of the BECE framework were analyzed to answer the

research questions.

3.7 Application of BECE framework

BECE framework was applied to the lodge and the travel agency. The nature of this research
was participatory thus, the application of BECE framework was carried out through the
interaction between the researcher and the managing directors of the two companies. The
process is carried out in same order as it was done in an ICT firm by (Heyes et al. 2018) as
shown in Figures 3-6 and 3-7 below.

IMPLEMENTING n ENVISIONING
Create an
averarching
/ vision —\‘\ o
= Analyse
|ITip|BI'I'}8I'Il B:rs.l:::f@r:udm’ bl Tl
and review constraints

o Validate ReSOLVE Add o
scenarios and checklist specifics to
action plans the vision |

SERVICE-ORIENTED
COMPANY
o DE‘EI'iBE Business mode! Business model CHQFECFE‘HS&
scenarios and e canvas service
action plans \ portfolio
ALY Busziness mode! ReSOLVE
CANVES

Evaluate checkilst ISefviGe )
alternatives selection an

Propose service /L'“a”mo
design and supply

chain alternatives

DESIGNING

Figure 3-6 BECE framework or service-oriented company, including Business Canvas Model and
ReSOLVE checklist
Source: (Heyes et al. 2018).

Through initial conversation with the companies’ contact persons, it became clear that the
companies were concerned about their environmental impacts and they expressed their
interest in collaborating with this study to find out new sustainable solutions for their
business. Although they did not know about the term “circular economy”, they have been

practicing some strategies like organic sourcing. Before carrying out this framework, it was
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important to inform them about CE. Thus, | prepared some materials to make them aware

about CE, its principles, strategies and business models so that they are acquainted with this

knowledge. CE is a vast concept and it is certainly not possible to teach everything within a

short time. So, this should be understood as an attempt to briefly introduce the topic.

Simultaneously, information about the company was collected through the company website

to get to know the business and its activities.

[Preparatory )

- Confirm objectives, requirements,
timeframes

- Get familiar with the business in broad
terms, via company website

- Provide the companies with information
in lay-language regarding sustainability and
the circular economy

- J

f Phase 11 - Develop and evaluate \
alternative circular business models
through the application of BECE
- Select and evaluate services (BECE step 5)

- Generate alternative business models using
the ReSOLVE checklist to facilitate
brainstorming (BECE step 6)

- Evaluate generated alternatives using the
business priorities from Phase | (BECE step 7)

- Develop a Business Canvas Model for the
highest scoring alternative business approaches

K(BECE step 8) /

e N
Final phase

Maintain contact with the companies to assess
the success of the project and implementation
of developed business models

4 Phase | - Understand the I
current business model

- Co-create a vision of circularity for
the companies (BECE step 1)

- Analyse drivers and barriers to the
future vision (BECE step 2)

- Identify current business priorities
(BECE step 3)

- Understand the companies' business
model using Business Model Canvas

- J

\(BECE step 4)

4 Analysis after Phase | )

- Review and analyse the findings
from Phase |

- Determine if/how BECE needs to be
adapted

- J

Figure 3-7 The application of BECE with the case companies in two phases

Source: (Heyes et al. 2018)
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This framework was applied in two phases, as illustrated in Figure 3-7. In the first phase of
the study, steps 1-4 were applied. The first step was to co-create a circular vision for the
business. So, companies were asked “What do you think your company might look like in a
sustainable low-carbon and zero-waste society?” (Heyes et al. 2018). This was to help them
create a broad vision and start thinking about CE. Further, they were asked to identify the
drivers and constraints to this vision in step 2. This was followed up by identifying the key
business priorities in step 3 and ranking three of them as per their importance. This was done
so as to help later in the evaluation of the circular strategies. Finally, a business canvas model
sample template was provided for their completion, which will help us to understand how

value is created, captured and delivered in the business as done by Heyes et al. (2018).

In the second phase, steps 5-8 were applied. After analyzing the current business model, the
selected services were evaluated in step 5. Then, in step 6, the ReSOLVE checklist was used
to identify possible CE actions. Each of the ReSOLVE strategies were introduced with
examples to help with the brainstorming. The strategies generated this way were evaluated

in step 7, according to the business priorities identified in step 3.

For the evaluation matrix, business priorities identified in Phase | were ranked on a scale of
1(not very important) to 5(extremely important) and the ReSOLVE strategies were rated
low (scoring 1), medium (scoring 2) or high (scoring 3). “The ratings were multiplied by the
weight of that criterion to derive a total score per criterion” (Heyes et al. 2018). The final
evaluation score was the summation of total scores across all criteria. It resulted in three top
strategies for the DMO and two top strategies for the lodge. However, one strategy was
applicable for both companies. So, keeping in mind, the time restriction of this thesis and
the consent of both companies, the common strategy was turned into a business canvas
model in step 8. The results of this process can be found in Chapter 4 — Findings and

Analysis.

Next, findings and analysis of this study are presented.
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Chapter 4

Findings and analysis

4.1 Chapter Introduction

This Chapter presents the results of the BECE framework with further explanations. The
aim of this Chapter is to answer the research questions developed in Chapter 1. Section 4.2
includes steps 1 and 3 of the BECE framework, that is, creating a CE vision and identifying
the current business priorities. Similarly, section 4.3 includes step 2 of the BECE framework,
thus, analyzing the drivers and barriers. Step 4 — understanding the existing business models
is presented in section 4.4. Whereas, steps 5, 6 and 7, selecting and evaluating the strategies
are included in section 4.5. Finally, the Chapter ends with summarizing the findings in
section 4.6.

4.2 CE vision

In step 1 of the BECE framework, the companies tried to create a new circular vision.
Question 1: What do you want to look like in a sustainable, low-carbon and zero-waste
society?
“We see ourselves focusing on local cultures, preservation of heritage sites,
wilderness adventures, volunteering, personal growth and learning new ways to live

and enhance our vulnerable planet.” — International Trekkers.

“We want to offset all carbon footprints of our guests by planting trees, not using
single-use plastics, learning waste management, improving our solar panel water
heating capacities, and getting proper certification from international companies
recognizing us as an eco-conscious lodge (for marketing purposes)” — Everest

Lodges.

From the above responses, it can be understood that both companies are aware of the
negative impacts on the environment due to tourism activities and want to take actions
against this. Further, they were asked to identify their key business priorities and rank them

in order according to their importance (see Table 4-1).
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Table 4-1 Key business priorities

Int’l Trekkers Everest Lodges
Key business = Quality service = Customer satisfaction
priorities = Customer satisfaction = Quality service
= Revenue growth * Revenue growth

Source: Own compilation
Table 4-1 shows that both companies have similar priorities in their top 3 list. It is to be
understood that the new business model should not compromise these priorities.

4.3 Drivers and barriers

Both companies were asked to identify drivers and constraints towards implementation of
CEBMs (see Tables 4-2 and 4-3 for the results). This was the second step in the BECE

framework (see Figure 3-7).

Question 2: What factors can help in achieving the CE vision?
“Awareness about the sustainable resource management are minimum in the
mountain villages. Both the local people and the tourists traveling to the area have
to participate in understanding the profitability of sustaining solid waste and leaving
zero carbon footprints.” - Cultural
“Increased access to rural areas will increase tourist numbers and a high chance of
damaging natural assets. A need to develop a coordinated strategy with all
stakeholders, national and international organizations, and establishing an
appropriate regulatory framework should be a priority.” - Regulatory
“We need to create incentives for the local businesses and communities to invest in
energy efficiency and alternative energy sources, and a design for a zero-waste
society. By promoting sustainable economy, the local communities must understand
they gain higher rewards with creation of alternative livelihoods, heightened tourism
activities, higher green growth outcomes, in which they play a major role toward the
eco-tourism services.” - Sectoral
“Waste management reduces or eliminates the use of plastics and keep trekking trails
rubbish free. Improved waste management can bring forth opportunities to new
enterprises such as recycle products or manage waste, that support tourism services
and help in reducing the cost for tourism business.” - Financial

— International Trekkers
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“Local municipality co-operation” - Cultural

“Sponsorships from abroad in teaching us better waste management practices,

providing equipment that is not readily available in Nepal” - Sectoral

“Government support and regular training provided by experts”- Regulatory

— Everest Lodges

Table 4-2 summarizes the drivers present in both companies.

Table 4-2 Categorization of drivers

Drivers Int’l Trekkers

Cultural -

Regulatory

Financial -

Sectoral -

Local and tourists’ involvements
in sustainable resource
management

Establishing a regulatory
framework

Recycling products or managing
waste can help in reducing cost

Collaboration with all
stakeholders, national and
international organizations

Creating incentives for the local
businesses and communities to
invest in energy efficiency and
alternative energy sources

Source: Own compilation

Everest Lodges

Local municipality co-
operation

Government support

Training regarding

better waste
management practices

Thus, it can be seen that consumer awareness and local cooperation are the most important

cultural drivers in both companies. Establishing regulatory framework and coordinating all

stakeholders is equally important. Unlike the DMO, the lodge has to provide food and

accommodation to the guests. So, it is clear that it requires training regarding better waste

management practices. Whereas, for the DMO, it is more important to collaborate with

national and international organizations and create incentives for local businesses.

Question 2: What factors can be obstacle in achieving this vision?

“At the moment, number of operators are promoting eco-(tourism) tours only as a

marketing gimmick and do not have an idea of the underlying responsibilities and

mechanisms. Used only as a convenient marketing tool, the stunt can have an adverse

52



effect with mass tourism and environmental degradation, and simply be an increased
threat.” - Cultural

“With the lack of proper roads and infrastructures, villages still rely on the forest for
their daily source of firewood and construction materials.” - Cultural

In the context of an increasing industry, the key questions are how to control, monitor
and assess the conducts and ethics of the operators and facilities. An appropriate
balance or a regulatory framework must be developed, to support livelihoods and at
the same time preserve the value of the natural, cultural and heritage assets for the
future.” - Regulatory

— International Trekkers

“Waste management” - Sectoral

“Importing water tanks (so guests don’t use mineral water bottles), solar panels are
all expensive and transport up to the mountains double the cost” - Financial

“Tree plantations require a lot of manpower and tourism industry in Nepal is lagging
S0 some Yyears other issues have more priority.” - Cultural

— Everest Lodges

Table 4-3 below summarizes the barriers present in both companies.

Table 4-3 Categorization of barriers

Barriers Int’l Trekkers Everest Lodges

Cultural - Promoting eco-tourism is only - Lack of participation in
used as a convenient marketing tree plantation programs
tool

- Lack of awareness in the
mountain villages

Regulatory - Lack of ways to control,
monitor and assess the conducts
and ethics of the operators and

facilities
Financial - Expensive solar panels
- Expensive transportation
charge to the mountains
Sectoral - Improper waste

management system

Source: Own compilation
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Hence, it can be said that cultural barriers are present in both companies. Since eco-initiative
programs like tree plantations require huge manpower, lack of participation from locals can
discourage future initiatives. As mentioned by Kirchherr et al. (2018), lack of awareness and
participation are the major cultural barriers in adopting CE practices in these companies.
However, more financial challenges are identified in the lodge than the DMO. Since the
lodge has to provide premium accommodation and facilities to its guests in high altitude
locations with lack of access to basic amenities and facilities, its operational costs are higher

than that of the DMO situated in the well-facilitated capital city.

4.4 Understanding the existing business models

Sub-sections 4.4.1 and 4.4.2 show the results of the Business Canvas Model mapping of the
companies in BECE step 4, which is understanding the business portfolio.

4.4.1 Current business canvas model of International Trekkers

Foreign agents, | Well planned and Professional and safe | Long- term Adventurers,
local service organized trips adventure experiences, | relationships explorers, outdoor
providers, encounter with activists and open-
hotels and different cultures and air enthusiasts,
accommodation lifestyles, different beginners to
OWNnETs, levels of experience experts, different
national _ and luxury, useful _ spending and
tourism R - travel contents, ease of o1 based travelling
organizations, za € t01.l:r15t d transaction, reduction goie_zlgnT ase 1 behaviors
government ¢ StmathI(;S a:in of risk, cheap prices An e lrave q
offices, rental sites, stan ar and customer services gencies, word-
transport accommodation and of-mouth, social

. lodges, media
comparnies, ;
te c]:ul;ology knowledgeable staff,
partners travel packages and
Bloggeré and | itineraries, web

development and

travel planners
p customer database

Direct sales, commissions, fixed contracts with
Business development and expansion, advertising | service providers
and marketing, payment to hotels and service
providers, customer capture

Figure 4-1 Current business model of International Trekkers
Source: Own compilation

Figure 4-1 shows the business canvas model of International Trekkers. The customers’

segment of International Trekkers has diverse characteristics. They are adventurers, cultural
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enthusiasts, outdoor activitists, etc., who want to experience the nature and local lifestyle.
Key activities of International Trekkers are to recognize and address the changes in the
external factors staying competitive in an ever growing industry, both locally and globally.
Customers want to experience authentic local lifestyle. The company provides various travel
packages depending on the features and profiles of their customers. Wide selection of
itineraries, accurate content creations and detailed informations are provided to create long-
term relationships with the customers. So, this is a service-oriented business where creating
invaluable experience for the customer is vital for their satisfaction. Providing best comfort
and enhanced experience by value added services is the value proposition. Thus, customer
satisfaction is a key priority.

Additionally, the customers are reached mainly through partner online travel agencies in
foreign countries. The revenue is generated through direct sales of travel packages,
commissions from partners and fixed contracts with service providers. Major portion of the
cost is incurred for marketing and promotional activities.

4.4.2 Current business canvas model of Everest Lodges

Food and
- Best comfort and
Local " accommodation llent e | Long- term
oca agents, services, guide service, excellent service, uxuty, relationships,

travel agency,
customers

enhanced experience, Mostly Americans,
value added services Germans and

(helicopter flights, higher British tourists,
[y Resourees | quality food spreads)  |Chammels ] VVIP

lodge maintenance, etc. premium service

Employees, lodges, Local and
capital, knowledge and international
expertise agents

Auirplane freight, marketing Premium food and accommodation fee

Figure 4-2 Current business model of Everest Lodges
Source: Own compilation

Figure 4-2 shows the business canvas model of Everest Lodges. Key activities of the lodge
are providing comfort and luxury services to ther guests. These key activities in Customer

Relationships are done through guides and lodge staff. The lodge requires excellent
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manpower and access to building materials for renovations and improvements. Bundles of
products and services depend on the net worth of the client as advised by the agents.
Customer expectation is that premium prices are met by premium accomodation and service.
Guides do the majority of the customer relationship and the city office handles all the

logistics.

Around 1-2 tons of food supplies are transported from the capital to the lodges by airplane
on a yearly basis, which is a huge cost factor. In addition, any renovation supplies need to
be brought over from Kathmandu to each of the lodges (see Figure 3-4) . Due to the rugged
geography in the mountains, transportation is usually very expensive. Manpower training is
not too expensive because they do not hire managers from abroad. Marketing is the most
expensive function since they attend international fairs twice a year, which is important to
maintain relationship with their agents. It serves as a platform for promoting the lodges and
building network with new clients and agents for future partnerships. There is potential for
more revenue streams at the lodge, but they have not been able to identify them yet since
they only operate six months in a year. Customers pay through agents but they can get
cheaper rates if they contact the lodges directly. Revenue is earned by selling all-in-one

package that includes room, food and beverages.

4.5 Strategy formulation and evaluation

After analysing the findings from Phase I, it was determined that new strategies and business
models are to be designed for the companies to be circular and tap into the future
opportunities bestowed by CE. First, the two companies were asked to brainstorm about
materials used in their business. Assets and materials used in travel agency are office
building, furniture, computers, telephones and other electronic devices, office vehicles,
trekking equipment (tents, sleeping bags and mattresses, trekking shoes and jackets for
porters, ropes, ice axes, climbing safety harnesses), stationaries, USP and Backup batteries,
cleaning and maintenance tools and products, kitchen utensils and equipment, etc. Whereas,
assets in the lodges are buildings, land, garden, food supplies brought from Kathmandu,
beverages, carpentry materials for the maintenance of furniture (beds, mattresses, chairs),

linens (curtains, bedsheets, towels), crockery, woodfire to heat dining room, among others.

The potential strategies for both companies were identified using the ReSOLVE checklist,

which are shown in Tables 4-4 and 4-5 below. Among those, only the bold highlighted ones
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deemed feasible, were taken into the evaluation stage and evaluated using the criteria
developed (see Tables 4-6 and 4-7).
Table 4-4 ReSOLVE strategies for International Trekkers

Strategies

Regenerate -

Share -

Optimise

Loop -

Virtualise -

Exchange -

Keeping trails clean
Planting trees

Repair and maintenance of old materials

Involving local inhabitants
Monitoring and assessing the eco-tourism practices and
behaviors of both locals and tourists

Recycling old materials

Online purchase of tour package, flight and lodge
reservation

Developing an app for virtualizing trekking permits and
routes

Using apps instead of traditional ways

Source: Own compilation

Table 4-4 shows strategies generated for International Trekkers which fits with the

ReSOLVE actions. For example, keeping trails clean will enhance the natural beauty of the

destination places. Involving local inhabitants i.e. outsourcing surplus technology or

equipment to the community (lending the repair and maintenance tools, etc.) will help in

maximizing the resource use instead of letting them go to waste without full utilization.

Table 4-5 ReSOLVE strategies for Everest Lodges

Strategies

Regenerate

Share

Optimise

Loop
Virtualise

Exchange

Greenhouse/hydroponic farming
More efficient solar panels

Reuse of materials

Use of data and technology to distribute supplies with
forecasted demand

Building compost to turn bio waste into fertilizer
Online reservations and promotions

Possibility for wind power

Source: Own compilation
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Table 4-5 shows strategies generated for Everest Lodges, which fit with the ReSOLVE
actions. For example, greenhouse farming and more efficient solar panels will help maintain
and enhance the natural ecosystem. Reuse of materials means sharing the assets with other
consumers which will extend the product lifespan. Using data and technology to distribute
supplies with forecasted demand will help in optimizing the production of food and other
services in the lodges.

Table 4-6 Evaluation matrix for International Trekkers

Criteria Weight Keeping Recycling Involving  Online Virtualizing
€)) trails used local purchase trekking
clean materials inhabitants of tour permits and
package routes
and lodge
reservation
Quality 5 High (b) Low Medium High High
service
Customer 4 High Low (b) High High High
satisfaction
Revenue 3 High Medium  Medium (b) High High
growth
Evaluation 36 15 28 36 36
score

(a)1= least important, 5 = most important
(b)High = 3, medium =2, low =1
Source: Adapted from Heyes et al. (2018)

Each of these ReSOLVE models shown in Table 4-6 above present new opportunities for
the business as mentioned by Heyes et al. (2018). Recycling used materials helps to obtain
the same or lower quality materials and it was found to be one of the common strategies in
most of the definitions of CE by Kirchherr, Reike, and Hekkert (2017). Recycling is
considered as one of the least circular strategies in the 9R framework, as discussed in sub-
section 2.3.1 (Potting et al. 2017). Big hotel groups have been emphasizing on reduction,
reuse and recycling strategies as found in the multi-case approach by Rodriguez-Antén and

Alonso-Almeida (2019). However, since the one of the principles of a CE is to design out
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waste (EMF 2017c), priority should be given to given to preventing waste from generating
in the first place. Moreover, involving local inhabitants is also an important strategy since
long-term commitment from all stakeholders is essential for the successful implementation
of any business model (Scheepens, Vogtlander, and Brezet 2016) and the companies should
aim to maximize the value for the whole supply chain (Chopra and Meindl 2016).

According to the evaluation matrix in Table 4-6, three highest scoring alternatives for
International Trekkers are “Keeping trails clean”, “Online purchase of tour package and
lodge reservation” and “Virtualizing trekking permits and routes”. “Keeping trails clean”
requires proper waste management system in the local municipalities and creating awareness
among local inhabitants as well as travellers. It helps to maintain the quality of life in the
local community and enhance the value of natural or cultural heritage. In addition, when
people go for trekking to enjoy the natural environment, cleanliness of the trails will give a
positive impression and create an enjoyable experience. As Hudson (2008) puts it, in service
sectors like tourism and hospitality, customers depend on tangible cues to evaluate their

satisfaction with the service during and after consumption.

The other two strategies “Online purchase of tour package and lodge reservation” and
“Virtualizing trekking permits and routes” require technological expertise and upfront
investment in advanced software. These strategies lie in the highest section of the 9R
framework, thus, ‘rethinking’ new ways of conducting business and ‘refusing’ the use of old
methods, providing same services with new approach (Potting et al. 2017). These strategies
will remove the paper consumption in this industry by going digital. Partnerships with
software provider with customer database, lodges and other service providers as well as
integration of national and governmental bodies is essential to make this successful, since
collaboration is an enabler of CE (EMF 2017b). Certainly, these actions improve the service
quality and have huge impact on customer satisfaction, ultimately adding to the revenue

generation.

Similarly, the strategies for Everest lodges were also evaluated on the basis of their business

priorities (see Table 4-7).
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Table 4-7 Evaluation matrix for Everest Lodges

Criteria Weight Greenhouse/ More Use of Building Online
(@) hydroponic  efficient data and compost = reservations
farming solar technology toturn  and
panels bio promotions
waste
into
fertilizer
Customer 5 Medium (b)  Low (b) High (b) Medium  Medium
satisfaction
Quality 4 Medium Medium High Medium  Medium
service
Revenue 3 Medium Medium High Medium  High
growth
Evaluation 24 19 36 24 27
score

(a)1= least important, 5 = most important
(b)High = 3, medium =2, low =1
Source: Adapted from Heyes et al. (2018)

The strategies generated for the lodge in Table 4-7 above also bear huge potential.
“Greenhouse/hydroponic farming” will provide the lodge with high-quality ingredients in
the site itself instead of paying for expensive food transportation from the capital city. In
addition, “Building compost to turn bio-waste into fertilizer” means no harmful pesticides
in the land. As shown in the butterfly diagram (Figure 2-3, sub-section 2.2.3) by EMF
(2017d), wastes like leftover food and other biowastes can be turned into fertilizer, which
will be used to grow organic crops, thus, making waste a valuable resource — one of the
principles of CE (EMF 2017a).

Besides, “More efficient solar panels” belongs to SDG 7 — Affordable and clean energy and
it serves as an alternative for non-renewable energy sources (Suarez-Eiroa et al. 2019). Since
there is large consumption of energy in this sector, solar lighting and heating should be used
instead of non-renewable and if it is not available, they should reduce their energy use
(Manniche et al. 2017).

According to the matrix, the top scoring alternatives for Everest Lodges are “Use of data

and technology to distribute supplies with forecasted demand” and “Online reservations and

promotions”. These strategies also belong to the higher levels in the 9R framework of
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circular strategies i.e. rethinking (Potting et al. 2017). Building core competencies with new
technologies is one of the building blocks of CE (EMF 2017b) and maximizing the use of

digital services is one of the strategies for circular tourism (Wolde 2016).

4.6 Summary of the findings

The findings and analysis of the research were presented in this Chapter. Overall, it was
found that the case companies have potential to become circular. Knowledge about CE
practices should be shared among all stakeholders. Another major insight is that cultural and
sectoral factors have a major role in CE implementation in the case companies, acting both

as drivers and barriers. Next, we discuss the findings of this study.
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Chapter 5

Discussion

5.1 Chapter Introduction

The objective of this study was to identify the potential for tourism industry to transition
from linear to CE and to verify the usability of the BECE framework. This was done by
carrying out a multiple-case study by replicating the framework and reviewing the literature.
This Chapter discusses the findings and analysis and evaluates their fit with existing

literature.

5.2 Transition of the tourism sector towards CE

Tourism sector has generated pressure on the natural resources (Florido, Jacob, and Payeras
2019). Thus, it is necessary for this sector to shift from the linear mode of production and
consumption towards a circular tourism. In this study, we found out various ReSOLVE
actions for both companies, which shows that there is potential for CE transition in tourism
sector. The drivers and barriers to the transition are highlighted in sub-sections 5.2.1 and
5.2.2, respectively. The appropriate strategy or business model for this sector is explained

in sub-section 5.2.3.

5.2.1 Factors driving circularity in the tourism sector

Consumer influence seems to be the major factor behind companies adopting the CE and
green practices (Julido et al. 2018). The interpersonal relationship between the hosts and the
guests in this sector can facilitate in influencing the consumption behavior of the guests
during and after the stay (Florido, Jacob, and Payeras 2019). This helps in facilitating the

implementation of the CEBM s in the tourism industry.

Cultural enablers like local and tourists’ involvements and local municipality cooperation
were the main drivers to facilitate CE transition. These drivers are in consistence with the
literature (Hart et al. 2019, de Jesus and Mendonca 2018). Similarly, sectoral enablers like
collaboration with all stakeholders, national and international organizations, incentives for
the local businesses and communities to invest in energy efficiency and alternative energy
sources align with the enablers mentioned by EMF (2017c). Neupane and Upadhyaya

(2019), (Cayzer and Tuladhar 2018) have also mentioned creating a favorable environment
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for the promotion of innovation in business and providing incentives like tax exemption for

businesses to promote CE. Thus, the findings of this study agree with that part of literature.

It can be seen that cultural, regulatory and sectoral drivers are deemed to be the most
important for transitioning to CE. It is surprising to see that financial drivers were almost
not mentioned even though it was found to be the most important in transitioning to a CE
(Gusmerotti et al. 2019). This could only mean that they are still not aware of the vast

economic potential of circular practices.

The EMF (2017c) has mentioned that building core competencies and reverse logistics are
the building blocks of CE. The findings of this study also highlighted the need for proper
solid waste management system and providing tax incentives to companies. Possessing a
reverse logistic facility is one of the core competencies for the tourism companies to become
circular. Training regarding better waste management practices, align with the ones
identified by Cayzer and Tuladhar (2018), (Neupane and Upadhyaya 2019), that is,
improving the current solid waste management via sorting at source and turning waste into
bio-gas. Bringing back the materials into the economy and turning waste into resources is
not possible without proper infrastructures and facilities to aid that flow. Such kind of
measure require government investment and commitment, which is one of the enablers of
CE as mentioned by Hart et al. (2019). After all, government plays an important role in

facilitating CE in tourism (Florido, Jacob, and Payeras 2019).

However, the role of the DMOs and the lodges cannot be ignored. As highlighted in the
three-axis model by Florido, Jacob, and Payeras (2019), (see Figure2-10), they have a major
role in the transition to CE. They should also take accountability for their actions and
implement changes to reduce their environmental impact and gain new market opportunities.
They should also increase awareness, train and involve their employees regarding the CE
practices (Florido, Jacob, and Payeras 2019). Thus, as asserted by Scheepens, Vogtlander,
and Brezet (2016), this study’s findings also support long-term commitment from all micro,

meso and macro level actors for successful CE transition in the tourism sector.
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5.2.2 Major obstacles in achieving circularity in the tourism sector

Tourism, as a service industry, faces many challenges such as managing multiple customers
in real time, managing experience, understanding the customer perspective, coordinating
different parties, managing short-term and long-term issues simultaneously (Johnston and
Clark 2008). Whereas, managing dynamic growth, climate change, poverty alleviation,
support for conservation, health, safety and security are the challenges of sustainable tourism
(UNEP and WTO 2005).

Firstly, the cultural barriers identified in this thesis are lack of commitment (only using eco-
tourism as a marketing tool), lack of awareness in the mountain villages and lack of
participation in tree plantation programs. There is also lack of ways to control, monitor and
assess the conducts and ethics of the operators and facilities and expensive solar panels.
These barriers are also consistent with the barriers identified in the literature (Kirchherr et
al. 2018); (Hart et al. 2019); (Rizos et al. 2015); (Julido et al. 2018); (Florido, Jacob, and
Payeras 2019). Although Kirchherr et al. (2018) found that hesitant company culture is the
major cultural barrier in adopting CE practices, this study finds no such barrier in the tourism
sector. Their willingness to recreate their vision and learn about the CE strategies shows that

they want to explore new possibilities.

Additionally, there were some financial barriers identified in the lodge, for example,
expensive solar panels and expensive transportation charge to the mountains. Shifting the
energy source or the transportation modes require huge investment and funding as asserted
by Hart et al. (2019) and, makes it difficult to adopt CE practices as mentioned by Rizos et
al. (2015), (de Jesus and Mendonca 2018).

In the journey of transition to CE, every small effort count. The findings of this study support
the definition of CE given by Kirchherr, Reike, and Hekkert (2017) that highlights the
importance of all micro, meso and macro levels for CE to prosper. Additionally, as illustrated
in the three-axis model by Florido, Jacob, and Payeras (2019), the government/DMOs, the
hotel and the resident population have equal roles in the successful implementation of the
CE practices. As mentioned by Heyes et al. (2018), support at the macro-economic level
from government, universities and network organizations is necessary to mitigate these

barriers.
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Knowledge regarding CE in developing economies is yet to be developed. Considering the
case in this study, it proves that the concept of CE is still in its embryonic stage in Nepal
(Neupane and Upadhyaya 2019). Transitioning towards a CE is not possible without suitable
infrastructures and policies to support it (Parajuly 2019). For example, there is a huge
consumption of plastic bags in Nepal because retailers provide them for free to their
customers (Bharadwaj 2016). Although the Government of Nepal enforced a regulation i.e.
Plastic Bag Regulation and Control Directive 2011, which restricts the use and production
of plastic bags less than 20 microns thick (Bharadwaj 2016). When Kathmandu Metropolitan
City declared its plastic bag on 2013, this resulted in a stay order by the Supreme Court due
to application filed by Plastic Material Production Association, which was later enforced but
unimplemented (Bharadwaj 2016). The fact that plastic bottles is banned in Everest lodges
is appreciable. In the 9R framework by Potting et al. (2017) (see Figure 2-3), refusing to use
plastic can be considered as one of the high-circularity strategies. This is an example of

mitigating sectoral barriers via cultural drivers, that is, through commitment.

5.2.3 Appropriate CE strategies or business model in the tourism sector

Among the top strategies, both companies have one in common, that is, “online tour package
and lodge reservations”. So, we decided to generate a new business model for this (see
Figure 5-1). Among the CEBMs, it can be considered as the sharing platform where the
DMO, lodge and the tourists (consumers) are connected through an online platform or
website (Lacy and Rutqvist 2015). This model will help in managing both suppliers and

customers through the same platform (see Figure 2-5).

As per Oreve (2015), selection, planning and booking through a sustainable process is an
important factor in the circular tourism (see Figure 2-8). Additionally, Lacy and Rutqvist
(2015) assert that this kind of sharing platform reduces the burden of undergoing expensive
promotional and marketing campaigns by giving a digital presence to the companies and
providing them with an opportunity to reach larger market and more convenience to the

customers.

Figure 5-1 shows a new business canvas model, used to identify how the chosen strategy

can be implemented into practice.
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Promotion and
reservation of tour Personal
packages and services assistance and
Co-creation

Software Increase convenience and
company, _ better market reach _ Mass market -

Airlines, Company website, | adventurers
Individual Partner website cultural enthusiasts,
travelers- (vehicle rental beginners, nationals
services, ete.) and internationals

Website/software, Third-party

funds, a mobile website

application (maksmytrip.

(potentially) yatra.ste.)

Software development and maintenance cost, skilled | Direct sales, promotion of other brands
employee cost

Figure 5-1 New business model
Source: Own compilation

Considering the categorization of circular strategies by Potting et al. (2017), this new
business model can be a “rethinking” strategy which enables smarter use of products as
services (see Figure 2-3). It is one of the high-circularity strategies. Since this model
facilitates multiple transactions (Lacy and Rutqgvist 2015), it will be targeted to all customers
despite of the differences in their background and characteristics. The aim of this model is
to provide personal assistance to customers in booking their trips and co-creating value by
allowing them to leave a review on the platform/website (Osterwalder and Pigneur 2010).
Feedback between tourists is one of the important factors in the circular tourism model
(Oreve 2015).

Key partners in this model are the two companies; International Trekkers as a DMO and
Everest lodge. The software provider is also another important partner who will be
responsible for the development and maintenance of the website. Although investing in such
systems is costly, this is necessary for the business to survive and succeed in the long-run
(Jones and Wynn 2019). All the inquiries and transactions will be done through the website.
This means that it will save travel time for both customers and the companies to meet in

person before they purchase the services. It will also generate new revenue stream, for
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instance, by using Google Ads, they can get earnings from advertisements placed in their
website with enough traffic.

Among the ReSOLVE models, the new business model highlights the importance of the
“virtualize” action, which is in contrast to the findings of Heyes et al. (2018), that is, the
“optimize” action. Thus, every sector has its own drivers, barriers and appropriate strategies
to mitigate those barriers. Nevertheless, both actions depend on the use of technology. Since
consumers today are well-equipped with modern technology, being able to book their trips
online can act as a tangible cue of satisfaction for the customers as mentioned by Hudson
(2008).

However, there are other factors necessary to complete the circular tourism framework as
per Oreve (2015). The business model presented in this section is only a step towards
circularity in the tourism sector. Thus, it should be supported by other CEBMs to achieve
full circularity. For example, ensuring sustainable stay at the moment is not possible due to
various obstacles, as explained in sub-section 5.2.2. Additionally, sustainable transport is
required to facilitate the movement of people and goods. Only then, can the tourism sector

become fully circular.

5.3 Usability of the BECE framework in the tourism sector

Applying the BECE framework in the case companies helped in answering the research
questions, which are already explained in section 5.2. Furthermore, the advantages and

disadvantages of this framework are shown in Table 5-1 below.

Table 5-1 Advantages and Disadvantages of BECE framework

Advantages Disadvantages/Challenges
- Encourage CE thinking - Requires sufficient knowledge
- Clear understanding of current about CE concepts and business
business model models
- Cost-efficient - Requires facilitator
- Fits ReSOLVE criteria - Requires strong commitment

- Generation of new business model

Solutions might be limited
Source: Adapted from (Mendoza et al. 2017, Heyes et al. 2018)

As shown in Table 5-1, there are many advantages of using this framework. Firstly, it

encouraged CE thinking in the companies by compelling them to integrate CE in their vision.
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Secondly, it portrayed a clear picture of the current business by using the Business Canvas
Model. It also fulfilled the ReSOLVE criteria and helped generate new business model. All
these benefits align with the one mentioned by Mendoza et al. (2017), (Heyes et al. 2018).
However, in contrast to the previous studies, the framework was carried via online
communication in this study, which in turn, proved as a cost-efficient and effective

procedure, especially in terms of crisis.

Nevertheless, there are some disadvantages or challenges of using this framework. Firstly,
it requires adequate knowledge about CE concepts and strategies, so as to design the
workshop procedure properly. Secondly, as mentioned by Mendoza et al. (2017), it is not
possible to conduct workshop without the guidance of the researcher/facilitator. However,
the role of the researcher in this study (as a facilitator), was limited as much as possible to
avoid this intervention and companies were encouraged to come up with their own solutions.
Whereas, if managers possess enough knowledge and skills regarding CE then, it is super
easy to carry out this framework without any third-party involvement. Thirdly, it requires
strong commitment from both the researcher and the companies for the successful
completion of this framework. Finally, the solutions might have been limited by only using
the ReSOLVE checklist (Heyes et al. 2018). Further studies might consider aligning other

methodologies or model in addition to this framework to identify more opportunities.

Next, the conclusions and limitations of this study are presented in Chapter Six.
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Chapter 6

Conclusions and Contributions

6.1 Chapter Introduction

This Chapter gives a brief summary of the study with theoretical and practical contributions.

It also mentions the limitations of the study and presents areas for further research.

6.2 Summary

The main objective of the study was to explore the potential of the tourism industry in
transitioning into CE. Tourism companies operate as a Product-Service Supply Chain and
there are not enough frameworks and applications of CE in services (Heyes et al. 2018).
Applying the BECE framework in the case companies proved beneficial, as it provided a
new perspective to the companies. The companies had limited knowledge regarding CE
prior to this study. However, nine CE actions were identified for International Trekkers and
seven CE actions were identified for Everest lodges. These were later evaluated as per the
business priorities and one common strategy was recommended for both companies to work
as a joint venture. The new business canvas model enabled the companies to create, capture
and deliver same value to the customers but in a different and more efficient way. It reduces
promotional and operational costs as well as improves the flow of information between
customers and the companies. It also emphasizes on the need for collaboration and

cooperation among the supply chain partners.

Tourism sector should take accountability for their actions regarding the way they manage
their resources and aim to maximize economic, social and environmental benefits for present
generation as well as future generation (UNEP and WTO 2005, Sloan, Legrand, and Chen
2013). With the study’s findings, it can be concluded that it is possible for the tourism sector
to become circular. The case companies were able to understand the need for adapting
CEBM as a result of this study and BECE framework proved as a useful tool in identifying
CE actions for the case companies. It is, however, a lengthy process and needs active

engagement from both the researcher and the companies to carry it out effectively.
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It was not possible to wait for the implementation of the strategies and review them due to
various factors. Firstly, there is time restriction for the thesis work. Secondly, all business
activities have been shut down or delayed due to the outbreak of COVID-19, an unforeseen
circumstance. In addition, barriers like high upfront investment costs and lack of
engagement and commitment identified by (Hart et al. 2019), can delay or stop the
implementation of the model.

6.3 Theoretical contributions

This thesis extends the literature on CE in three important ways. Firstly, it adds to the
literature on circular tourism. It has confirmed the drivers and barriers of CE identified in
the literature with those identified in this study. Additionally, since the case companies in
this study are from developing countries, this adds to the CE literature especially on

developing economies by identifying the drivers, barriers and appropriate strategies.

Secondly, it tends to fill the literature gap in the application of CE principles in the tourism
sector. It adds to the literature on the BECE framework in service companies. It provides
guidance to the design of circular tourism business models by using the ReSOLVE checklist

and the business canvas model.

Thirdly, “regenerate”, “optimize” and “virtualize” were the most important actions in both
companies. However, a new business model was generated (Sharing platform) for “online
tour and lodge reservation” which outlines how the companies can create, capture and
deliver value to their customers. Thus, it adds to the literature on transitioning PSSC from
linear to CE. It highlights the importance of virtualization and sharing platform in the
tourism sector and needs further exploration. Further research on the role of technology and

common platforms for CE transition in the tourism sector is required.

6.4 Practical contributions

Besides the more theoretical contributions for research described in the previous section and
extension of existing literature, several practical findings for managers can be derived from
this study. The close relationship between the DMO and lodge in the tourism value chain
highlights the need for collaborative value creation. In addition, collaboration with local and

governmental bodies is equally important to make the value chain circular. Hence, this study
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heightens the importance of the community and the government in working together, as a
way of facilitating the implementation of CE practices.

As mentioned by Heyes et al. (2018), it is also important for companies to be able to
implement the BECE framework without the involvement of the researcher. This highlights
the need to increase CE awareness and commitment in the managerial level. For example,
companies can organize training sessions to make their employees aware of the CE practices.
Knowledge and skills regarding CE concepts could be one of the qualifications for
managerial positions. A further exploration into the academic background of the managers

IS required.

By identifying the drivers of CE in tourism sector, companies can try to gain the
competencies they require for the transition and use it to their competitive advantage. At the
same time, they should be conscious of the identified barriers and try to find ways to mitigate
them.

6.5 Limitations and areas for further research

Due to the outbreak of COVID-19, which was declared a Public Health Emergency of
International Concern in January 2020 by WHO (2020b), countries around the world started
implementing lockdown measures. Since direct personal visits were strongly advised
against, the study had to be conducted from home without field visit. So, visit to Nepal was
cancelled and the study was carried out via online communication between the researcher
and the case companies. Further studies can try to implement this framework in real-world

setting to see if there are any differences in the findings.

Additionally, the lockdown had serious effects on the business operations of the companies
and thus, diverted their attention to more important issues. This was the reason for delay in
communication sometimes. Eventually, this became the reason why the study has not
covered the post-workshop activities as illustrated in the BECE framework (see Figure 3-6).
However, the framework provided useful insights on developing strategies based on their
business priorities. Further research regarding the application of this framework in other
service sectors as well as role of virtualization in tourism sector is required. In addition,
since this study only presented the companies’ perspectives, the roles of government bodies

and consumers should be explored further.
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As mentioned in section 3.4, this study was initially supposed to be mixed method
combining both quantitative and qualitative strategies. Since it was not possible to do so this
time, future studies based on solely quantitative or mixed method can provide more insight
on this topic. Likewise, it is also possible to carry out a nation-wise/region-wise study to
compare the situation in both developed and developing economies to see if there will be
any variations.
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Appendices

Appendix A — Information letter

Molde University College

Information letter specialized University in Logistics

This experiment is a part of a master thesis project regarding circular economy in tourism sector. The objectives of the

thesis are:

- To identify the potential of tourism companies to become circular
- To identify the drivers and barriers

- To find appropriate strategies and business models for tourism companies to become circular
Companies with service only supply chain or product-service supply chain have been selected randomly.

Participation in the project is voluntary. If you chose to participate, you can withdraw your consent at any time
without giving a reason. All information about you will then be made anonymous. There will be no negative

consequences for you if you chose not to participate or later decide to withdraw.

We will only use your personal data for the purpose(s) specified in this information letter, We will process your personal
data confidentially and in accordance with data protection legislation (the General Data Protection Regulation and

Personal Data Act).

e Only the student and the supervisor, in connection with the institution responsible for the project, will have
access to the personal data
e The project is scheduled to end ar May 2020. All personal data will be deleted after the end of the project.

e We will process your personal data based on your consent.
e The data will be stored in pseudonymised way until processing and be destroyed after completion of analysis.

e  The interview will be recorded using a mobile voice recording app certified for data collection as per regulations
(UiO app — Nettskjema diktafon). A copy of transcription will be sent back to the interviewee to confirm their
statements so as no misinterpretations has been done

Based on an agreement with Molde University College, NSD — The Norwegian Centre for Research Data AS has
assessed that the processing of personal data in this project is in accordance with data protection legislation.

Your rights
So long as you can be identified in the collected data, you have the right to:
- access the personal data that is being processed about you
- request that your personal data 1s deleted
- request that incorrect personal data about you is corrected/rectified
- receive a copy of your personal data (data portability), and
- send a complaint to the Data Protection Officer or The Norwegian Data Protection Authority regarding the
processing of your personal data

If you have questions about the project, or want to exercise your rights, contact:
*  Supervisor — Nina Pereira Kvadsheim by email (nina.p.kvadsheim(@himolde.no) or by phone +47 48310566
¢ NSD — The Norwegian Centre for Research Data AS. by email: (personverntjenester(@nsd.no) or by telephone:
+47 5558 21 17.

I have received and understood information about the project Assessing potential of service induswy to become circular
and have been given the opportunity to ask questions. I give consent:

O to participate in (a case study/experiment)

I give consent for my personal data to be processed until the end date of the project, approx. [May 2020]
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Appendix B — Interview guide

@

Malde University College
Interview gulde Spocilized inteeesity in Laginic

Information to the interviewees:

This interview is a part of a master thesis project regarding circular economy in tourism sector. According to
Ellen MacArthur Foundation, “a circular economy is restorative and regenerative by design, based on the
principles of designing out waste and pollution, keeping products and materials in use, and regenerating
natural system.”

The objectives of the thesis are:

- To assess whether and to what extent are the tourism companies circular
- To identify the drivers and barriers faced by tourism companies in going circular

- To find appropriate strategies and business models for tourism companies to become circular
Companies with service only supply chain or product-service supply chain have been selected randomly.

Participation in the project is voluntary. If you chose to participate, you can withdraw your consent at any
time without giving a reason. All information about you will then be made anonymous. There will be no

negative consequences for vou if you chose not to participate or later decide to withdraw.

We will only use yvour personal data for the purpose(s) specified in this information letter. We will process
your personal data confidentially and in accordance with data protection legislation (the General Data
Protection Regulation and Personal Data Act).

* Only the student and the supervisor, in connection with the institution responsible for the project, will
have access to the personal data

» The project is scheduled to end ar May 2020. All personal data will be deleted after the end of the
project.

*  We will process vour personal data based on your consent.
* The data will be stored in pseudonymised way until processing and be destroved after completion of

analysis.

* The interview will be recorded using a mobile voice recording app certified for data collection as per
regulations (U10 app — Nettskjema diktafon). A copy of transcription will be sent back to the
interviewee to confirm their statements so as no misinterpretations has been done

Based on an agreement with Molde University Coliege, NSD — The Norwegian Centre for Research Data AS
has assessed that the processing of personal data in this project is in accordance with data protection
legislation.

Your rights

So long as you can be identified in the collected data, vou have the night to:
- access the personal data that is being processed about you
- request that vour personal data is deleted
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- request that incorrect personal data about you is corrected/rectified

- receive a copy of your personal data (data portability), and

- send a complaint to the Data Protection Officer or The Norwegian Data Protection Authority
regarding the processing of your personal data

If you have questions about the project, or want to exercise your rights, contact:
+ Supervisor — Nina Pereira Kvadsheim by email (nina.p.kvadsheim@himolde.no) or by phone +47
48310566

¢ NSD - The Norwegian Centre for Research Data AS, by email: (personverntjenester@nsd.no) or by
telephone: +47 55 58 21 17,

I have received and understood information about the project Assessing potential of service industry to
become circular and have been given the opportunity to ask questions. I give consent:

8 to participate in ( an interview)

I give consent for my personal data to be processed until the end date of the project, approx. [May 2020/

Questions:
1. What do you think your company would look like in a sustainable, low-carbon emission, zero waste
society?
2. What are the key priorities you have as a business?
3. What factors can help in achieving this vision?

4. ‘What factors can be the obstacles in achieving this vision?

Thank you for vour cooperation!

End of interview
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Appendix C — Business Model Canvas

H Name: Date:
Business Model Canvas Company
) Everest Summit Lodges 14.2.20
Designorate.com
Key Partners Key Activities Value Proposition Customer Relationships Customer Segments

Local Agents, our Travel
agency, miscellaneous walk in
customers

Maintenance of our Lodge and
constant improvements in all
facets of the lodge. Excellent
manpower from Guides fo
servers so guesis always have
a superior experience with us.
Key activity in Customer
Relationship is done through
our Guides and lodge staff

Key Resources

We need excellent manpower,
access to building materials
etc. for renovations and
improvements... Key resource
for distributino channels are
technical knowledge and
communications with agents.
Key resource for revenue
streams: lower cost food

We provide the most
comfortable lodging in the
Everest Region with the best
level of service and attention
to detail. We're helping to
solve the customer’s problem
of wanting to have a lifelime
adventure, but, within the
comfort and comparative
luxury. This way guests have
an enhanced and elevated
experience in the Everest
Region.

Bundles of products and
services depend on the net
worth of the client as advised
by the agents. We add
helicopter flights, higher quality
food spreads (i.e. products
flown in from KTM specifically)

Expectation is that premium
prices are met by premium
accommodation and service.
Guides do the majority of
customer relationship as our
city office handles all the
logistics. It's not costly at all
because it’s already inbuilt in
our pricing system_

Channels

At the moment, customers are
reached primarily through our
local and international agents
But more and more we see a
need to be on platforms like
booking.com, and even having
a website of our own, so we
can be responsible for telling
people our journey in the

We separate by geographical
regions: we have Americans,
Germans and UK citizens.
Each profile of client is quite
different.

In terms of agents there is a
difference because some bring
VVIP customers who want
helicopters, champagne etc_,
others bring retired couples
(and we offer a few
concessions here and there).

Cost Structure

Revenues Streams

Costs: 1-2 tonnes of food supplies are transported by airplane on a yearly basis
That is a huge cost factor. Any renovations need supplies to be brought over from
Kathmandu. Manpower training is not too expensive because we do not bring in
International Level Managers. They key activities that are most expensive is the
marketing of the lodges; 2 times a year we attend international fairs that are quite
costly but necessary for maintaining relationships with agents.

There is potential for more revenue streams at the lodge, but we cannot identify
what exactly because we only operate 6months of the year. For now they pay for
premium accommodation and service in the region with the best avaiable foods
and staff. They currently pay through agents, but they can get a cheaper rate if
they work directly with us. The revenue sireams we have is quite basic as we're a
mountain lodge and we sell it all in one package: the room rate includes rooms,
food, beverages.

: Company Name: Date:
BUSIness MOdEI CaI"I\IaS International Trekkers Pvt. Ltd. 21 Feb 2020
Designorate.com
Key Partners Key Activities Value Proposition Customer Relationships Customer Segments

- Foreign Agents

- Local Service Providers

- Hotels and Accommodation
Owners.

- National Tourism Organizations
- Government Offices and
Regulators

- Airlines

- Rental Transport Companies
- Activities Providers

- Technology Partners

- Bloggers & Travel Planners

- Well prepared and organized trips.
Value added experiences for the
clientele.

- Recognize and address the
changes in the external factors.

- Staying competitive in an ever
growing industry, both locally and
globally.

- Social Network

- Customers expect us to provide a
professional and a safe adventure
experiences in some of the most
rugged locales. They would like to
experience an authentic local
lifestyle

- Customers travel to encounter
different cultures and lifestyles, and
have the opportunity to learn

on the various social and

Key Resources

- Safe tourist destinations and sites.
- Tourist standard accommodations
and lodges

- Knowledgeable Staff

- Travel packages and itineraries

- Web development and customer
database, experiences and feedbacks
- Global network and brand
recognition

economy model of the local places.
- Numerous travel packages that
identifies different levels (moderate
to hard) of experiences and luxury
are offered.

- Useful travel contents, ease of
transaction, reduction of risk, cheap
prices and customer services

- Create sodial media contents and
advertisements that targets specific
markets,
- Wide selection of itineraries,
accurate content creations, and
detailed informations have to be
offered.
- Adapt to the changes in
technologies and customers’

and narcnactivac

- Our customers are adventurers,
explorers, outdoor activists and
open air enthusiasts.

- Our customers can either be new
beginners to the adventure world or
seasoned and well knowledgeable
travelers to someone in between.

- Some travel to challenge
themselves in the rugged conditions,

Channels

ome are to learn and experience
new cultures, some are to enjoy

Qur main channels are the foreign
based OTAs. Repeated clients and
clients from online enquires and
'websites, make for most of our
clientele. Referrals from clients have
also allowed to build an effective
channels

ones presences with nature and
solitude.

- Our customers are literate to non
travel savvy to free & easy going
travelers with different spending and
traveling behaviors

Cost Structure

Revenues Streams

- Business Development and expansion

- Advertising & Marketing
- Global Promation

- Pay services to hotels and activities providers

- Customer Capture

- Direct Sales
- Commissions

- Fixed contracts with service providers
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