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FUNCTI ONAL TRAINING WORKSHOPS _
Socio-economic Analysis for Project Planning

OBJECTI VES

Proj ect managers and sponsors will be able to:
identify socio-economic issues
understand each form of analysis
request necessary tasks
interpret the results of socio-economic anal ysis

Project team participants will be able to:
revi ew actual proiects _ _
identify and devel op an approach to the analysis required

TARGET AUDI ENCE:

ProLect Manager s

Park Superintendants & Staff

Regi onal Soci o-econom ¢ Anal ysts

Language: Either English or French

Prerequi sites:

Participants will provide a project portfolio ( PIP

docunentation and necessary background infornmation) for
discBEsion at the workshop.

aniliarity with the Pl PS/ CONTRACTS process

Current involvement in project planning and delivery.
CONTENT:

MODULE 1: The Project Planning System of Governnent
“Learni ng Obj ectives

“Park Service Mandate

“The Policy Expenditure Managenent System
“Program Policies and Objectives

“socio-Economic Policy Concerns

“Pl ans Required for Park Mnagenent

MODULE 2: The Project Planning Process
“Lear ning Objectives

“Project Planning Stages

"Proj ect Concept

“Project Definition




MODULE 3: Visitor Market Analysis
Lear ning Obj ectlves
Q/er Vi ew
“Trend Anal ysis
“Mar ket Position
Segrrent ation
Derrand Anal ysi s
"Factors in Choice of Option
Cor porate Constraints
°Posi tioning
Servr ce Targets and Coal s
“Marketing Strategy and M x

MODULE 4: Benefit-Cost Analysis

“Learni ng Obj ectives

Q/ervr ew of Benefit-Cost Analysis

I\/aj or Steps in a Benefit-Cost Analysis

Step 1 - ldentify Project Options

St ep 2 - Describe Project Options

Step 3 - ldentify Project Constraints

St ep 4 - ldentify Project Benefits and Costs
St ep 5 - Measure the Benefits and Costs
"Step 6 - Discount Monetary Benefits and Costs
“Step 7 - Conpare Project Options

Step 8 - Conduct a Sensitivity Analysis

MCDULE 5: Soci 0- Econom ¢ | npact Assessnent

Lear ning Objectives

O/ervr ew of Socio-economic | nmpact Assessnent

"Major Steps in a Socio-Econonic |npact Assessnent

° stp 1 - ldentify the Socio-economc |npacts

g Step 2 - Describe the Boundaries of the Inpact Area

Step 3 - Rate the Socio-economc |npacts
Exarrpl e of Conpleted Checkli st

Step 4 - Reconmended Action

MCDULE 6: User Projections
Lear ning Objectives
Q/ervr ew of User Projections
Descrr be Peak User Loadings
Identrfy Circulation Patterns and Distribution of Use
“Sel ect Media and Deternine Media Layout

MODULE 7: Life-cycle Cost Analysis

“Learni ng Obj ectives

Q/ervr ew of Life-cycle Cost Analysis

I\/aj or Steps in Life-cycle Cost Analysis
Step 1 - Cﬁecrfy Design and Delivery Options
°Step 2 - Choose the Llfe cycle

Step 3 - Enunerate the Costs

Step 4 - Calculate the Revenues

°Step 5 - Discount the Costs and Revenues to Present Value
°Step 6 - ldentify the Low Cost Option
°Step 7 - Conduct a Sensitivity Analysis



MODULE 8: Regi onal socio-economic | npact Studies

“Lear ni ng Obj ectives

“Mpj or Steps in a Regional socio-economic | npact Study

"The Types of Inpacts Identified in A 51A

°Step 1 - Develop a Profile of the Inpact Area _
“Step 2 — Estimate Social and Economic |npacts of a Project
°Step 3 - Conpare the Inpact Area Wth or Wthout the Project
°Step 4 - Produce the Results of the Study

4.0 FORHAT

Up to eight nodules can be presented using overhead visuals.

Each participant will be provided with a workbook, containing an
outline of the planning system project planning process, and
each nethod of analysis. During the presentation, participants
will be able to ask questions, and take notes on the tasks, how
they are performed and the useful ness Of socio-economic input for
various project planning decisions. After each presentation, the
participants will conplete an exercise Or be given exanples where
they will be asked to identify and describe the tasks required.
They will then be asked to interpret the results of the analysis
and to use their conclusions in project decision making.

The workshop can be tailormade to the requirenments of the
participants. Presentation of one or nore of the nodules can be
I ncorporated into neetings of other functions and/or conbined
with denonstration and use of the nodeling techniques devel oped
by the Socio-economic Branch.

iﬁ;arti}ipants are encouraged to contribute difficult or conplex

5.0

6.0

7.0

8.0

project-investnent decisions so that the primary focus of the
wor kshop can be practical problem solving.

DURATI ON
Three to four days
LOCATI ON

Park or other regional field |ocations where in-residence
accommodat i on can be arranged.

STATUS

Workshops will be arranged at the request of the Region for
proj ect managers and park staff.

DEPARTMENTAL CONTACTS

WORKSHOP c0-ORDINATORS: W SM TH (819) 997-6308
Luc PERRON (819) 997-6623
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PROPCSED SCHEDULE

1987 ﬁ TUESDAY

10:00 | NT | ON
10:15 Cof f ee Break
12:00 THE PLANNI NG SYSTEM OF GOVERNMENT

15:00 THE PRQIECT PLANNI NG PROCESS

15:15 Cof fee Break

16:30 VI SI TOR MARKET ANALYSIS - intro -

Trend anal ysis _
Exanpl es & exercise

1987 ( V\EEDNESDAY)

10:00 VI SI TOR MARKET ANALYSI S

Mar ket anal ysi s _
Exanpl es & exercise

10:15 Cof fee Break

12:00 VI SI TOR MARKET ANALYSI S

Mar ket i ng
Touri sm mar ket outl ook

15:00 VI SI TOR MARKET ANALYSI S
Case study & discussion

15:15 Cof f ee Break
16:30 BENEFI T- COST ANALYSIS - intro -

1987 ( THURSDAY)

10:00 BENEFI T- COST ANALYSIS - review —
Case study & discussion

10:15 Cof fee Break

12:00 SOCIO-ECONOMIC | MPACT ASSESSNVENT
Case study & discussion

15:00 USER PROJECTI ONS
Case study & discussion
15:15 Cof fee Break
16:30 USER PROJECTI ONS
Regi onal exanpl es

1987 (FR DAY)

10:00 LI FE-CYCLE COST ANALYSI S
10:15 Coffee Break

12:00 LI FEFCYCLE COST ANALYSI S
Applications and regional exanples

14:15 REGA ONAL socio-ecoNoMIC STUDI ES
15:00 Exanpl es

15:15 Cof fee Break

16:00 G oup eval uation of workshop
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MODULE ONE:  THE PLANNI NG SYSTEM - LEARNI NG OBJECTI VES

I NTRODUCTION  This nodule is part of a series of eight nodul es which
describes the Parks project planning process. These
nmodul es are directed at Project Managers and Park
staff.

OBJECTI VE When you have finished this nodule, you will be able
to:
«descri be how Parks project planning fits within the
overal |l planning processes of the federal
gover nment .

RELATED RELATED Mbdul e Two: The Parks
PAGES MATERI AL Pl anni ng Process
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THE HANDATE CF THE PARK SERVI CE AND WHAT | T MEANS FOR YQU

DESCRI PTI ON

COMVENT

ROLE

COMMENT

RELATED
PAGES

Parliament has given the Park Service this mandate:

“To protect for all tine those places which are
significant exanples of Canada’s natural and cultura
heritage and to encourage public understanding,
aﬁpreciation_and enjoyment of this heritage in ways

Ich leave it uninpaired for future generations.”

Mbst Canadi ans woul d probably agree with the inportance
of this mandate. At the same time, we live in a
changing world with conpeting demands on our tine and
resour ces. It is easy to imagine specific situations
in which other priorities muy seem nore inportant to
sonme people than the protection of our natural and

cul tural heritage.

As a project team nenber, you are involved in the
pl anning, design and delivery of Parks projects such
as:

«capital works

«maj Or contracts

.Service grants

You have an inportant role to play in naking sure that
our mandate is successfully carried out.

To play your role well, you need to understand the
various governnent systens which are in place to deal
with conpeting demands for scarce resources. You need
to know how to present the facts that show your
projects to be well thought out and conpatible wth
existing policies, objectives, priorities and plans.

The follow ng pages give an overview of the planning
framework in government and describe some inportant
policies and objectives of the Park Service which
affect you.

Q her nodules in this series outline several inportant
types of information and analysis you need to support
your project plans and how this should be obtained.

Bﬁ studying this series of nodules, you will learn
about the ways in which socio-economic anal ysis and

I npact assessment can be used to support requests for
proj ect funding.

Who Determnes How the RELATED Par ks Canada Policy
Par ks Services Mndate DOCUMENT
is to be Carried Qut?

p. 1 -3
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VWHO DETERM NES HOW THE PARKS SERVICE'S MANDATE IS TO BE CARRIED QUT?

DESCRI PTI ON

RULE

RELATED
PAGES

Park plans, projects and budgets nust be developed in
accordance wth the Policy and Expenditure Mnagenent
System now in use within the federal governnent.

W thin PEMS, various bodies help determ ne how the
Parks Service is expected to fulfill its mandate.

« Cabinet Commttees review proposed changes in
existing policies and direction. The Cabinet sets
sPending priorities and levels based on the M nister
of Finance's econonic forecast and revenue
Brojections. Policy choices nust be nmade within the

udgetary constraints set out in the Fiscal Plan.

e Treasury Board has inplenmented a nulti-year planning
framework. This framework is used to allocate
resources to government departments and to nonitor
their operations and expenditures.

e Each Departnent uses this framework to report on its
operations and to request additional resources.
Wthin this framework,
«the CORPORATE STRATEGQ C OVERVI EW revi ews
departmental objectives and strategies to reflect
changi ng government priorities
«the EVALUATI ON PLAN sunmmarizes recent program
eval uations and the followup actions required,
and schedul es the review of program conmponents
.the MILTI- YEAR OPERATI ONAL PLAN
.relates activities and projects to program
obj ecti ves

.relates the results of activities and projects
to resource inputs required for each year in
t he planning period

«describes trends in the |evel of denmand for
program benefits or services

.the B T- YEAR OPERATI ONAL PLAN sets out work
goal s and spending targets for the upcom ng
year

In all these planning processes, it is essential to:
. consi der various ways to achieve the goal
.sState the purpose for which funds are required
.weigh all costs, benefits and inpacts of proposals

How Parks Service Policies Relate to Overall Governnent
Plans, p. 1 - 4
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HOW PARKS SERVI CE POLI CIES RELATE TO OVERALL GOVERNMVENT PLANS

| NTRODUCTI ON

EXAMPLE

RULE

The Parks Service fornulates specific policies and
objectives related to its mandate within the framework
laid down in overall government priorities and plans.

In 1973, Cabinet established the Federal Environnental
Assessnent and Review Process. This process results
from a Cabinet decision to assess the possible negative
i mpact on the environment of various proposed actions.

To conformwith this overall government po[ic¥, t he
I mpact Assessment and Review Policy specifically
st at es:

“Parks Canada will take into account, in its planning
and managenent, the full range of inplications of any
proposed actions on public lands under its

adm ni stration, nanaPenent and control . . . .

Consi deration should be given to the full range of
possi bl e adverse inpacts: biophysical,

soci o-econom ¢, cultural, archaeological, historica
and aesthetic.”

Park managers nust be able to show how your projects
support the current policies, objectives and priorities
of the Parks Service, especially when you are seeking
approval for major spending proposals.

Who Determnes how the RELATED | npact Assessnent and
Parks Service’'s Mandate DOCUMENT Review Policy
is to be Carried Qut?

p. 1 - 3
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VWHAT PARKS POLICIES APPLY TO YOUR PROJECTS?

SUMMARY

This table lists sone inportant Parks policies which

apply to your projects and outlines the main intent of

Overal |l Government
Plans, p. 1- 4

each.
PCOLI CY MAI N | NTENT

| npact .the potential inpacts of our projects

assessnent will be identified, neasured and

and Review eval uat ed

(1.2) .t he consequences of any proposed
project will be incorporated early
in the planning process in any
decision to proceed with, nodify or
rej ect the project

Resear ch «we W ll study how best to neet the

(1.5) needs of the public

Facilities «we will make sure that the facilities

and and services needed for public

Servi ces access, understanding and enjoyment

(2.4) of the parks are provided and
mai ntai ned according to Parks
st andar ds

«we will make sure that our facilities
and services suit each particular
situation, in terms of their type,
| ocation, scale, design and means by
whi ch such facilities and services

15: e are provided

Regi onal .act in a manner sensitive to loca

I ntegration concerns _ _

(3.3) «CO-oOperate with |ocal agencies to
resolve inpacts in a fashion
conpatible with its objectives

oStrive to fulfil its mandate in
ways which are beneficial to
surroundi ng regions

FACT Parks Directive 2.2.2 Socio-Economic Anal ysis and
| npact Assessnent in Project Planning addresses these
i nportant policy concerns.
RELATED How Par ks Service RELATED Parks Directive
PAGES Policies Relate toO DOCUMENT 2.2.2 -

Socio-Economic
Anal ysi s and | npact
Assessnent in Project

Pl anni ng
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WHAT SPECI FI C PLANS ARE DEVELOPED FOR PARK NMANAGEMENT?

'SI'XEEERY This table outlines the plans used in park nmanagenent.
TYPE OF PLAN WHAT | T CONTAI NS
Park Service .the Treasury Board approved
Long- Term strategy for nmanaging the capital
Capital Plan program within the proposed
reference |evel o
.recapitalization of existing
facilities is a Parks priority
.sets out the project planning and
approval process which is the
basis of Parks’ del egated
spending authorities
Par k Managenent |« approved devel opment and | and
and Activity use concepts _
Pl ans . approved nmanagenent practices
Park Milti-year |sidentifies project’s approved B
erational resources and phasing for the
Pl ans initial five years of the plan
RULE Plans for mmjor projects are approved in stages in
either the Multi-year Operational Plan or by means of a
speci al subm ssi on.
o~
RSAGE ~ This chart shows the general timng and sequence of
TABLE stages for the approval of a nmmjor project.
STACGE ACTI ON STARTS IN... |RESULTS 1IN...
1. [ldentify a problem [Planning Proj ect
or need Year 3 Definition
Appr oval
2. |Conplete planning, [Pl anning Prelimnary
feasibility studies|Year 2 Appr oval
and research
3. | Conplete any design|Planning Ef fective
V\DI[TE y | Year 1 Appr oval
4, |Start the project Current Proj ect
Fiscal Year |Delivery
RELATED What are the Stages for a Major Project? p. 2 - 2

PAGES
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MODULE TWO.  THE PARKS PRQJECT PLANNI NG PROCESS - LEARNI NG OBJECTI VES
OBJECTI VE When you have finished this nodule, you will be able
to:
«describe the socio-economic studies required at
each stage of project planning.
RELATED RELATED Mbdul e One:
PAGES MATERI AL The Pl anning System
C\
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WHAT ARE THE STAGES FOR A MAJOR PRQJECT?

DEFI NI TI ON Project refers to the purchase, devel opnent or
alterations to a facility, service or other asset
resulting in changes in capability or performance.

DESCRI PTI ON Projects are distinct from on-going operations in that
they have a definite start and finish. Projects
i ncl ude:
«property acquisition _
.construction of visitor facilities
«maj or contracts or agreenents
«SONME grants

CLASSI FI CATI ON The fol |l owm ng socio-economic studies or tasks are

TABLE required at these stages of project planning.
STUDI ES OR TASKS ) ] FOR STAGE
«Visitor Market Analysis PROJECT
«Benefit Cost Analysis CONCEPT
« Socio-economic | npact Assessnent
«User Projections PRQIECT
«Life-cycle Cost Analysis DEFI NI TI ON
« Regi onal Soci o-econom ¢ | npact
St udi es
« Revi ew and revision of above studies PRELI M NARY
o~ or tasks if necessary DESI GN
PREVI EW This nodul e describes the studies or tasks required in
more detail.
RELATED What Specific Plans are Devel oped for Park Managenent?

PAGES p. 1 - 6
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PLANNING STAGES

Problem identification
e rec ogniti ogn of a prcablem or need

. ‘ - Market Analysis
ATS > CONCEFT Benefit-cost
STAG E SEIA
I
« Project definition approval
e choice of corcept
ATs » DEF NIT ION Life-cycle
STAG E User projections
lmpact study
e Preliminary approval
. choice of design or
means of delivery
ATS p PREDESIGH rev ew and  revision
STAGE —p|® scope ® scale
' e cost
« Effective approval

® phase

_ * ATE authority

to spend i
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VWHAT HAPPENS AT THF PRQIFCT CONCFPT STAGE?

| NTRODUCTI ON
DESCRI PTI ON

&

RELATED
PAGES

The Concept Stage is the first stage in the planning of
a Parks project.

The Concept Stage begins when Parks nanagers decide

that a pro%ect may be required to respond to a problem
or need. his decision may result from an QOperationa

review or the need for the project may have been fore-
seen in previously approved managenent plans.

In the Concept Stage, Parks nanagers nu%h.establish
whether the project is really needed. s Is usually

done through several prelimnary studies:

o Visitor Market Analysis

.forecasts the demand for the proposed proj??t
.hel ps match visitors’ heeds and services offered

o Benefit-Cost Analysis
«l 00ks the extent to which a need will be net

«helps identify the formof the project which will
best neet the need

« Socio-Economic | npact Assessnent

«helps identify and rate the secondary inpacts of
the project on the local region, whether
positive, negative or neutral

. hel ps determ ne whether enough information exists

to allow Parks to deal with the negative inpacts
satisfactorily

The Concept Approval 1S given when managers:
. agree to the need for the project

. approve the gl obal concept and budget in principle
. approve the workplan and budget required to

conpl ete the next stage - Project pefinition.

Wat are the Stages for RELATED Managenent
a Maj or Project?g DOCUMENT Directive 2.2.2

.2 -2
P RELATED Mbdul e Thr ee:
MATERIAL Visitor Market
Anal ysi s

Mbdul e Four:
Benefit cCost
Anal ysi s

Modul e Five
Socio-Economic
| npact Assessnent
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VWHAT HAPPENS AT THE PRQIECT DEFI N TI ON STAGE?

| NTRODUCTION  The Project Definition Stage is the second stage in the
planning of a Parks project.

DESCRI PTI ON In the Project Definition stage, Parks managers mnust
determne in detail now the project will be

inplemented. This is usually done through several
detail ed studies:

« User Projections _ _
.estimate peak |oadings for de5|?n pur poses

«hel ps plan the scale, capacity, [ evel of service
siting and | ayout

«Life-cycle Cost Analysis
.l ooks at several ways to neet the need

«hel ps ensure that the |east expensive design or
means of delivery has been found

« Regional Socio-economic | npact Studies

. esgfnates the inpact on the region and the
public

e reconmends and costs renedial action for negative
i npacts, where required; for example, the cost of
conpensat i ng someone whose busi ness would phe com-
pletely shut down for a year while the project is
beinag built

o identifies positive spinoffs from undertaking the
proj ect

4§¢ N The Prelimnary Approval is given when managers:
R .agree t0o the detailed description of the project
. approve the spending of funds for the design work
required in the Prelimnary Design stage

COMMVENT No further studies are normally required at the
Prelininary Design Stage, unless there are mjor
changes in the scope, scale or phasing of the project,

in which case, it may be necessary to review and revise
the recommendations of previous studies.

RELATED What are the Stages for RELATED Managemnent
PAGES a Mpjor Project? DOCUMENT Directive 2.2.2

L2 -2 .
P RELATED Mvdul e Six: User
MATERI AL Proj ections

Modul e Seven:  Life-
Cycle Cost Analysis

Modul e Ei ght:
Regi onal Socio-
econom ¢ | npact
St udi es
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MODULE THREE: VI SI TOR MARKET ANALYSI S- - LEARNI NG OBJECTI VES
OBJECTIVE Wien you have finished this nodule, you will be able
to:. descri be how visitor markets are anal yzed during
the Concept stage of project planning, including:
« Trend Anal ysis
«Market Position Analysis
. Segnent ation
« Demand Anal ysi s
« Option Analysis
«.Marketing Strategy and M x
RELATED VWhat Happens at the RELATED Mbdul e Six:  User
PAGES Project Concept Stage? MATERI AL Proj ections
p. 2 - 3
o~
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OVERVI EW OF VI SI TOR MARKET ANALYSI S

REVI EW In the Concept stage of Parks project planning, you
undertake only those studies necessary to support the
need for the project. Visitor Market Analysis is the
first of a series of inportant studies that mght be
conducted at this stage.

PURPCSE In Visitor Market Analysis, you identify the needs and
wants of various park user %roups. Later, in your
project planning, you use this information to justify
the scope, scale or operating capacity of your project,
and to guide future nmarketing efforts.

PREVI EW This nodul e describes Visitor Market Analysis.

OVERVI EW To give you an idea of the scope of Visitor Market
Analysis, this table lists the questions that are
answered in each major step and ‘sub-step.

MAJOR STEPS QUESTIéNg_TO BE ANSWERED SUB- STEPS
Assess What is likely to happen in the future Trend
Environment |that would affect the need for this Anal ysi s
project?
Assess How does this project fit in with the WaE ket
Visitor Use |other facilities & services park visitors |Position
o~ use? Anallysiis
ﬁ- ) .
& Wio needs or wants these facilities Segmentatiion
and services?
How many visitors will use this profect? Demand
Anal ysi s
How can we respond to capacity proble§§ Option
and still satisfy visitor needs and wants? [Anal ysis
Make What constraints linit our choice of Corporate
Deci si ons response? Analysis
Who should we aimto serve? ?éfde{g-
What shoul d we offer? Goall Settiing
How should this project serve users? Posi ti oni ng
Wiat strategy will we pursue and actions |Marketing
should we take to reach our targets and Strategy
goal s?

RELATED
PAGES
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TREND ANALYSI S

DEFI NI TI ON

SUMMARY
TABLE

RELATED
PAGES

A Trend Analysis |ooks at the Parks’ external social

and economi ¢ environment to answer the question:

“What is likely to happen in the future that woul d
affect our response to visitors’ needs and wants?”

This chart describes trends that should be exam ned.
TYPE DESCRI PTI ON
Long «Long-run changes likely to affect
Range capacity allocation decisions within the
Secular next 3-5 years
Irends « Exanpl es:
« Technol ogi cal changes:
.smal | er passenger vehicle |oadings
.l i ghtwei ght clothing and equi prment
.advance reservation systens
«Policy and regul atory trends:
«enphasis on “user pay” concept
.air transport deregulation
« Popul ation trends
«slower growth rate
. agi ng popul ation
«smaller, nulti-earner househol ds
+.nmore Canadians will live in cities
Cyclical |«Recurrent changes in production and
Econoni ¢ consunption, usually of 2-3 years dura-
tion, affecting our budget, tourism and
Trends ark use forecasts
. Exanpl es:
« The purchasing power of the Canadi an
dol l'ar has declined
.Visitors have |ess spare cash. They
wi |l take shorter nore frequent
vacation trips
. Consuners have nore varied expectations
« Pl anned expansions and cl osures
Seasonal |eRegul ar changes in operations which are
Tr ends simlar fromyear to year
. Exanpl es:
. \\eat her
. Weekends, weekdays, holidays
«Arrival tines of ferries, planes, etc.
Irregular|«.Short termeffects of unusual events
Tr ends . Exanpl es:
« EXpo
« A ynpics

Overview of Visitor Market Analysis, p. 3 - 2
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MARKET POSI TION ANALYSI S

| NTRODUCTI ON

DEFI NI TI ON

PROCEDURE
TABLE
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Wien you are finished your Trend Analysis, you are
ready to exam ne the market position of the project.

Mar ket Position Analysis is the process of assessing

how the service role of the project conpares wth that
of other facilities and services in the same market
area. It is intended to answer the question
“How does this project fit in with the other
facilities and services park visitors use?”

This table outlines the steps which should be conpleted
in market position analysis.

STEP | DESCRI PTI ON

1. |Determne:

.the rate of growth in the use of this
service or facility over the |ast few years

.how the use of this facility or service
conpares with the use of other simlar
facilities in the area

2. |Estimate what percentage of the 6épacity of the
facility or service is currently being used.

3. |Assess the range of actual users relative to the
desired range of users.

4. |Conpare the unit costs for the level of service
being provided at this facility or service with
the unit costs for other conparable service

of ferings.

Overview of Visitor Market Analysis, p. 3 - 2

Trend Analysis, p. 3 - 3
Segmentation, p. 3 - 5

Demand Anal ysis, p. 3 - 6
Option Analysis, p. 3 - 7
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SEGVENTATI ON
| NTRODUCTION  The park visitor market may be divided into user and
receiver groups which differ in their level of interest
or opportunity to use park facilities or services.
DEFI NI TI ON Segnentation is the process of identifying and
descrrbrng the groups which would actually or
potential Iy use the project in order to answer the
question: _ _
“Who will need or want this service?”
SUMVARY Thi3 table outlines some of the segnentation criteria
used.
CRITERI A VARIABLES SPECI FI C | NFORMATI ON NEEDED
Park Visitor Geographic |« Origin, distance travelled, and
Characteristics transportation node used?
Season . Peak, shoul der, or off-season?
Use «First tine or repeat visit?
Trip «ls the Park the main destination, a
pl anned stopover or an inpulse visit?
St ay «Overnight visit or day use?
Socio- e Age, sex, education

o~

&

Denographic [« OFficial |anguage
«Visitor party size and conposition

Attitudes and Benefits «Visitor purpose or notives
Qpi ni ons sought . Visitor preferences, and expectations
«Perception of visit
.Satisfaction with facilities and
services
Behavi our Activity, «Recreational participation
usage and |e.Facility/service usage
circulation|eVisitor duration
patterns
USE «Service targets can be selected which can be reached
wth a distinct narketing strategy and m x.
« The nost appropriate service and/or the nost
effective nmedia can be chosen.
«Mre efficient use can be made of resources and
duplication of effort can be mnim zed.
RELATED Overview of Visitor Market Analysis, p. 3 - 2
PAGES Mar ket Position Analysis, p. 3 - 4



[—

31/10/86

DENAND ANALYSI S

3 -6

DEFI NI TI ON

A Demand Analysis is an attenpt to find out:

. “What problens are related to the capacity or |evel
of service we offer?” S _
o« “Are there any gaps in our facilities and services?”

DESCRI PTI ON

SUMNARY
TABLE

RELATED
PAGES

Three conponents of use of a facility or service are
exam ned:

« The Effective Level of Use refers to the nunber of
eople who actually use a facility or service.
his can be determned by exam ning
.actual occupancy statistics
.actual participation rates
.actual pull-off rates

« The Deferred Level of Use refers to the nunber of
Beople who would have used a facility or service
ut who were unable to do so because there was no
space for them This is seen in:
.the nunber of nights overfl ow
«the nunber of turnaways
.the frequency of overflow and turnaways

« The Potential Level of Use refers to the nunber of
people who would use a facility or service if it
was offered or conditions were practical for them
to do so. This can be estimted by exam ning what
prevents people fromusing a facility or service.
Ask yoursel f:

«ls this service offered at a convenient tine?

«\Wiat is the inpact of poor weather conditions?

.ls the facility or service physically
accessible for the users?

This table shows the problens related to |evel of use.

VHEN THEN
THE LEVEL OF USE... |WE HAVE A PROBLEM BECAUSE.

- exceeds maxi mum «-we are |osing business or
capacity . damagi ng park resources

. exceeds optinum «0Our service quality declines
capacity

«is below optimum |e.our facilities are underused
capacity

Overview of Visitor Market Analysis, p. 3 - 2
Option Analysis, p. 3 - 7
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OPTI ON_ANALYSI S

DEFI NI TI ON

EXAVPLE ONE

EXAMPLE TWO

~
5
-

Option Analysis is the process of devel oping feasible

solutions to problens related to capacity or |evel of
service or unnet visitor needs which were identified in
the demand anal ysis.
Option Analysis answers the question:
“How can we respond to these problens and still
satisfy Park visitors’ needs?”

Suppose your demand analysis identified the follow ng
probl em
«Park use currently exceeds the nmaxi num capacity.
You have frequent |arge nunbers of turnaways and
certain areas of the park are being overused

In your Option Analysis, you should now consider
ways to increase the capacity or decrease the demand.
These sol utions mght include:

.constructing tenporary overflow facilities

.introducing a permt system

.closing certain facilities

.rotating the use of certain facilities

Suppose your demand analysis identified a different
Probl em
«Park use currently exceeds optinmum capacity.
You have frequent |ine-ups and overcrowdi ng.

In your Option Analysis, you should now consider
sol utions such as:

.adopting a priority system

+putting a reservation systemin place

EXAMPLE THREE Suppose your denmand anal ysis reveal ed wasted capacity.

RELATED
PAGES

In your option analysis, you would consider solutions
such as:
.Selective pricing for groups such as seniors or
famlies
«pronotions involving tour groups or special events
«changes to your delivery of service, perhaps
changing the time, place or frequency.

Overview of Visitor Market Analysis, p. 3 - 2
Demand Analysis, p. 3 - 6
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DEFI NI TI ON
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COMVENT

RELATED
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Wien you have finished assessing visitor use of
facilities and services, you are ready to make
decisions. At this point, you begin your Corporate
Anal ysi s.

Corporate Analysis refers to a review of the policies,
priorities, plans and resource constraints to answer
t he question:
“What constraints limt our response to the problem
or needs that have been identified?”

In Corporate Analysis, you should examne itens such
as:

«Program priorities
- Budget constraints and reference |evels
. Managenent, area and service plans

Corporate constraints affect the feasibility of a
project. A project is feasible only when it is:
«W thin our neans
.and within our mandate

Overview of Visitor RELATED Mbdul e One:
Mar ket Anal ysi s, DOCUMENT The Pl anning System
p. 3 - 2
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SERVI CE TARGETS

DEFI NI TI ON

RULE

FACTS
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| DI AGRAM
|
l
!
|
|
| RELATED
, PAGES

A Service Target IS a relatively small user or receiver
?roup wth simlar needs and wants, for which it is

easible to develop a specific facility or service, or
tgfmhich you want to direct marketing and pronotiona
efforts.

When you select your service targets, you are answering
t he question:

“What specific user groups are we aimng to serve
wth this project?”

In selecting your service targets, you should use the
i nformation about user groups that you identified in
the Segnentation analysis.

«|f your service target includes all park visitors, it
is called “undifferentiated” . This may happen when
user groups are not easily identifiable, |arge
enough or worth the cost involved.

«|f your service target includes the mpjority of park
users, two or nore user groups, it is called
“differentiated” . This target is nore specific than
an undifferentiated target.

«|lf you are aimng to satisfy the needs of a
particular group, then your target is called
“concentrated” . A “concentrated” target is the nost
specific of all.

Thi s di agram shows the three types of service targets.

ALL PARK USERS
! (undifferentiated) !
SPECIFIC

USER GROUP
(concentrated)

MAJORI TY OF PARK USERS
(differentiated)

Overview of Visitor Market Analysis, p. 3 - 2
Segnentation, p. 3 - 5
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SERVI CE GOALS

3-1o0

DEFI NI TI ON

DESCRI PTI ON

EXAMPLES

! RELATED
PAGES

A Service Goal is a statement of the cost, delivery
date and pérformance required from a project.

When you set service goals, you answer the question:
“What should we offer?”

Performance specifications can include factors such as:
.nmore efficient service delivery
. enhanced user awareness
. i ncreased usage
.fairer pricing

Bel ow are four exanples of specific measurabl e goals:

Exanpl e One

| npl ement design nodifications allowng the Park to
reduce operating expenditures by five percent

Exanpl e Two

I ncrease awareness of service offerings anong senior
citizens who participate in bus tours by thirty percent

Exanpl e Three

Modi fy the design so that the park can close-out two
canpground loops to maintain the level of use at sixty
percent occupancy in order to control operating costs.

Exanpl e Four

Reduce fees to encourage the use of |ess popular
canpgr ounds

Overview of Visitor Market Analysis, p. 3 - 2
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POSI TI ONI NG

I NTRODUCTION  You are now ready to determ ne how you can change what
we offer so that it nore closely matches what visitors
need and want.

DEFI NI TI ON Positioning iS a conscious effort to identify and vary
project aftributes which affect the use of a facility
or service.

Position refers to the client service role of the

project within a visitor market. Wen you deternine

thekgosition of a project, you answer the question:
“How shoul d this project serve the user?”

ROLE A park’s prinmary role is to provide facilities and
services to users who are not adequately served el se-
where by other neans. This must be doné within the
mandate of the Parks Service and within the scope of
its resources.

FACT Parks has achieved a readily identifiable inmage so that
visitors have cone to expect certain services at a
given cost and with a certain degree of consistency.

RULE In positioning a facility or service, you need to
bal ance the cost and potential visitor use.

COVE??? Remenber many of the changes which could make our faci-

45;\ - lities and services nmore attractive to the public, do

v not result in increased costs.

RELATED Overview of Visitor Market Analysis, p. 3 - 2

PAGES Segnmentation, p. 3 - 5

Demand Analysis, p. 3 - 6
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3 SELECTI NG YOUR MARKETI NG STRATEGY

. DEFI NI TI ON The Marketing Strategy consists of the approach

folTowed to encourage visitors to take advantage or
increase their use of our facilities and services.

DESCRI PTI ON There are two main elenents in a marketing strategy:
«Users
« Servi ces

Your marketing strategy can take several forns,
dependi ng on which el ements you enphasi ze:
.encouraging nore use
«inmproving existing services
.attracting additional users
«providing new services

SUMVARY The follow ng table shows how the elenents of the

TABLE marketing strategy can be conbined in different ways.
|F YOU THI S STRATEGY | S
WANT . . . TO USE... CALLED. . .

Current users |Existing services|Market penetration

Current users |New services Servi ce devel opnent
New users Exi sting services |Market devel opnent
e New users New services Service _
45;~ di versification
COMMENT You may also wish to discourage use to |imt resource
i npact s.
‘ RELATED Overview of Visitor Market Analysis, p. 3 - 2
! PAGES Service Targets, p. 3 - 9

Service CGoals, p. 3 - 10

(RS
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DEVELOPI NG A MARKETING M X

DEFI NI TI ON

DESCRI PTI ON

RELATED
PAGES

The Marketing Mx is a specific plan to carry out your
mar ket ng strategy.

Your marketing mx has four key conponents:

PRODUCT refers to the capacity and |evel of service
offered. This mght include plans to:

.upgrade facilities to meet current standards

. expand capacity

«diversify existing offerings

.develop new facilities

PRICE refers to rate setting. There are various ways
to set rates.

« Cost-based rates are intended to recover costs from
users so that taxpayers’ noney can be allocated to
other priorities.

«CGoing rates are intended to maintain the market by
mat ching the rates charged by conpetitors offering
simlar services. Wth this rate structure, it is
especially inportant to control costs.

« Demand- based rates are used to encourage or
di scourage use of a facility according to the
ability and the willingness of the user to pay.

PLACEMENT refers to the time, place and frequency of
delivery. [t is inmportant to:

.avoi d duplication of effort

.identify unserviced areas

.assess ot her deficiencies

PROMOTI ON refers to nmethods for publicizing the
facilities and services offered. In pronoting your
facilities and services, you shoul d:

.identify the publics, audiences and interest groups
whi ch you wish to reach through your information,
orientation and extension efforts

.recommend special incentives, such as off-season
rates, discounts for target groups, special events

Overview of Visitor Market Analysis, p. 3 - 2
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MODULE FOUR:  BENEFI T COST ANALYSI S-- LEARNING OBJECTI VES
OBJECTI VES When you have finished this nodule, you will be able
to:
.describe how Benefit Cost Analysis helps you
identify the best response to a Visitor or Park
Managenent need
RELATED What happens at the RELATED Mbdul e Seven:
PAGES Proj ect Concept Stage? MATERI AL Life-Cycle Cost
p. 2 - 3 Anal ysi s
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Society
Taxpayer

lost income,
consumption,
& investment

Social opportunity
costs and time
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Government
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OVERVI EW OF BENEFIT COST ANALYSI S

REVI EW

| NTRODUCTI ON

USE

DESCRI PTI ON
o~

RELATED
PAGES

Visitor Market Analysis enabled you to identify the
needs and wants of various park user groups. Benefit
Cost Analysis is the next type of study that may be
called for when there is nore than one way to respond
to a Visitor or Park Managenent need.

Par ks Canada undertakes Erojects in order to serve the
public or to inprove park management. Because the
avai |l abl e resources to achieve these ends are limted,
Par ks Canada nust ensure that any project which is
undertaken makes the highest and best use of these
resources which belong to Canadian society as a whol e.
Wien there is nore than one way to satisfy a public or
park managenent need, Benefit Cost Analysis helps Parks
Canada to nmake the best choice for Canadi ans.

Benefit Cost Analysis is a managenent decision making
tool . It is used in order to:
. deci de whether or not a public project should be
under t aken
. choose which project option gives Canadi an society
t he highest and best use of resources

Benefit Cost Analysis is used to estimate all the
opportunities gained and |lost as a result of
undertaking a project. This estimation is done from
the perspective of Canadian society. Benefit Cost
Anal ysis hel ps you to answer the question: Are
Canadi ans better off if this project is undertaken?

In Benefit Cost Analysis you use the true social value
of the opportunities which are gained or lost as a
result of the project. You try to estimate the value
of these opportunities in nonetary terms, either
directly or indirectly.

Overview of Visitor Market Analysis, p. 3 - 2
Overview of Life-Cycle Cost Analysis, p. 7 - 2
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MAJOR STEPS I N A BENEFIT COST ANALYSI S
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TABLE
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The following table lists the major steps you shoul d
performduring a Benefit Cost Analysis.

STEP ACTIVITY

1. |ldentify the visitor or park managenment need and
the potential responses to that need.

2. |Describe, in neasurable terns, the potentia
responses to that need.

3. |Establish the feasibility criteria
(constraints) that you wll use to select
potential responses for further study.

4. |ldentify the benefits and costs to Canadi an
soci ety of each potential response. \What does
Canadi an society gain or lose if you choose a
particul ar response?

5. |Value the benefits and costs of each response
in nonetary or non-nonetary terns.

6. |Apply an interest (discount) rate to estimte
the present value to society of the resources
used and returns expected from the project.

7. | Choose the response which is nost beneficial to
Canadi an society.

8. |Check your recommended choice of response.  How
sensitive is it to major changes in the
assunptions or estimated values used in the

anal ysi s?

The steps of a Benefit Cost Analysis which you find on
this page have been sinplified and stated in everyday
| anguage. The purpose of this is to allow you to
understand the basic process that you should follow

expl ain each of the steps of a

The follow ng pages will
in nore detail.

Benefit Cost Analysis
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STEP 1: | DENTIFY PRQJIECT OPTI ONS

| NTRODUCTION  The first step in carrying out a Benefit Cost Analysis
is to identify project options. This involves
«identifying the problem
.identifying the potential responses to that problem

DEFI NI TI ON A project option is a proposed response to a Park
Management or Visitor need. It is not concerned with
the design or delivery but the need and best formof a
proj ect.

DESCRI PTI ON Probl em identification involves an analysis of the
need. |If the purpose of the project is to respond to a
visitor need, the problemidentification nmay already
have been done during the Mrket Analysis. If the
purpose of the project is to inprove Park managenent,
the problem will be identified during Benefit Cost
Anal ysi s. I dentification of potential responses to the
probl em invol ves exploring potential ways in which the
identified need can be net. One potential response nay
be to not undertake the project at all.

EXAVPLE The following is an exanple of a problem and Fotentim
responses to it. Because the project serves the
public, problemidentification would |ikely have been
done during the Market Analysis

PROBLEM
o On weekends during July and August we usually have at
i&?l ) | east twenty recreational vehicles (rv's) wanting to
use the canpground and nowhere to put them  This
sometimes al so occurs after Labour Day.
POTENTI AL RESPONSES:
sCONtinue to turn these visitor parties amaY or
offer them any tent sites that are available
+build a tenmporary overflow canpground with the
necessary services
.add nore recreational vehicle sites or convert tent
sites in the existing canpground
. devel op a new canpground el sewhere in the park
RELATED Overview of Visitor Market Analysis, p. 3 - 2

PAGES Major Steps In a Benefit Cost Analysis, p. 4 - 3
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STEP 2. DESCRI BE PRQJECT OPTI ONS
| NTRODUCTION  The second step in a Benefit Costs Analysis is to
describe all project options you have identified in
measur abl e terns.
RULE Each project option nust be described in neasurable
terns.
DESCRI PTI ON V%ep gou descri be each project option, you should
i ncl ude:
«the project’s economc life _
.the date it will enter into service, and
.the performance |evel expected
The economic life of a project is the period of
beneficial occupancy or use before its capacity has
been reached or the |evel of service provided is no
| onger acceptable. Wen this point has been reached
maj or changes or total replacement will have to be
considered. The economc life does not necessarily
equal the thsicaI.Iife of a project nor does it
include the lead time necessary to plan, design or
deliver the project. The service or occupancy date is
the date the project will be ready for use. _
Performance |evels include capacity, level of service
and revenue targets.
EXAMPLE The following is a sinplified description of three
o~ project options responding to the problem of where to
g\ . put the rv's:
TEMPORARY MODI FY
OPTI ONS OVERFLOW EXI STING |BU LD NEW
ECONOM C LI FE short term|medium range |l ong run
(e.g. 15 yrs)
OCCUPANCY DATE now 1987- 89 1990- 2005
(e.g. FY 89)
LEVEL OF SERVICE |[n/a central site 2 or 3
(e.g. electrical way hookups
pl ug-ins)
CAPACI TY peak limted growth or
(e.g. usage peri ods I nfrequent change in
rates) only demand demand

FACT

RELATED
PAGES

Project options do not
hor ?lfe nor satisfy the negg

economc

necessari

have the sane
to the sanme extent.

| dentify Project Options,

p. 4 - 4
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PROJECT 'ECONOMIC LIFE

PHASE - DEVELOPMENT - OCCUPANCY OR USE - RENEWAL -
alterations or

design & routine repairs
construction & maintenance replacement
COSTS single + . . . annual + periodic
PHYSICAL LIFESPAN
N
START UP ( ECONOMIC LIFE
A A
f v Y 4 \
1 15 25 30
INITIAL DESIGN
YEAR YEAR

NOTES: Three factors influence the economic life of a project:
1) CAPACITY - when use exceeds the design capacity

2) FUNCTION - when the use is changed
3) DETERIORATION - when the level of service must be

rester-ed
At the end of a project’s economic life, we have to
decide whether or not the additional investment
required to extend the project's economic life is less
costly than replacement.
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STEP 3: | DENTIFY PRQJIECT CONSTRAINTS

DEFI NI TI ON Constraints are feasibility criteria which a project
option nust nmeet in order to receive further
consi der at i on.

| NTRODUCTION  After identifying_your.Project options and descri bing
them you should identify any constraints. This is the
third step in Benefit Cost Analysis.

USE Any option that does not meet a constraint is

CLASSI FI CATI ON

TABLE

EXAMPLE

RELATED
PAGES

elimnated from further

consi der ati on.

tions or
meet .

The following table lists different tyﬁes of con-
straints and provides exanples of the Ki |
performance |evels which a project option nust

i nd of condi-

TYPE OF CONSTRAI NT

EXAMPLES

LEGAL, POQOLICY, « Expropriations regulations
& ADM NI STRATI VE | «Parks Act . .
« Respect for native clains
. Leasehol d regul ations
BUDGETARY « Regi onal reference |evels
« Revenue targets
« Person-years avail able
| TECHNOLOG CAL «Engineering feasibility
SOCI AL e Health or safety standards
® Environmental Assessment
Review Process
® Protection of property
Parks will not undertake a project which would result

in progressive or permanent damage to the natural
resources under its protection.

cul tural

and

Major Steps In a Benefit Cost Analysis,

p. 4 - 3
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STEP 4: 1DENTIFY PROJECT BENEFI TS AND COSTS

| NTRODUCTI ON

DEFI NI TI ONS

RULE

After identifying and describing your ﬁrojegt options
and constraints, you should identify the pr|nar¥ o
benefits and costs of your renaining options. his is
the fourth step in Benefit Cost Analysis.

Benefits and Costs are sinply opportunities gained or
[ost as a result of undertaking the project.

Prinmary benefits and costs consist of the opportunities
gained or lost by the sponsors or users of the project.

Secondary benefits and costs are inpacts on
Ird-parties and by-standers, such as |ocal enployees,

suppliers and residents.

Potential opportunities in excess of expected use are
not valued nor included in a benefit-cost analysis.

Secondary benefits and costs, also referred to as
socio-economic impacts, are not included in the
anal ysi s.

CLASSI FI CATION This table lists the Benefits and Costs which are

TABLE

RELATED
PAGES

i ncluded and excluded from a Benefit Cost Analysis.

| NCLUDED EXCLUDED
PRI MARY SECONDARY
BENEFITS | .recreational days «job and incone
of use creation
.cost and tine « new busi ness
savi ngs opportunities
sVisitor sextra tourist
satisfaction spendi ng
.decreased risk to « gover nnent
life and health I nvest ment

. reduced pollution

COSTS .seIIin? price .quality of life
.rents foregone concerns.
.l 0ost production . changes in
from previous use property val ues
«\Wage rates «traffic
.materials required di versions or

di sruptions

Major Steps In a Benefit Cost Analysis, p. 4 - 3
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STEP 5: MEASURE THE BENEFITS & COSTS OF YOUR PRQIECT

| NTRODUCTI ON

DEFI NI TI ON

RULES

You can neasure the benefits and costs of your project
options using either nonetary or non-nonetary val ues.
This is the fifth step in Benefit Cost Analysis.

MONETARY VALUATI ON includes prices which regulate
consunption or use.
o Market prices are the prices at which |and,
materials, goods and services are bought and sold.
o Shadow prices are the prices that either
0 Society pays for the resources used in a project or
o a Visitor 1s willing to pay for use of a facility
or service.

NON- MONETARY VALUATI ON i ncl udes any mneasure or project
out put such as the services provided or resource
changes.

Wiere possible, market prices should be used to value
the project’s benefits and costs.

Wien there is no narket price for the resources used or
facilities/services are provided at little or no cost
to the user, shadow prices should be considered.

Non-monetary val uation should only be used: _
0 when there is no market price for project benefits,
or
0 when output is a better indicator or a

e~ project’s val ue.
EQAMPLES This table gives you exanples of the ways in which
benefits or costs can be val ued.
[WHAT |'S BEI NG VALUED? | | N WHAT WAYS CAN YOU VALUE | T?
Construction «$ per site, m? or kilonetre
COSTS o
Conpensat i on .l 0ost opportunities
User Fees . revenue
Efficiency .time and cost savings
Servi ces «nights of accommodation
BENEFI TS .recreational days provided
.enquiries answered
.vehicle trips
Saf ety .fewer accidents or injuries
RSO €8 qal 3 sifthingec
Quantity/Qual ity .pol [Ution counts
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STEP 6: DI SCOUNT MONETARY BENEFI TS AND COSTS TO PRESENT VALUE

| NTRODUCTI ON

DEFI NI TI ON

DESCRI PTI ON

USE

RULE

FACT

RELATED
PAGES

The sixth step in Benefit Cost Analysis is to express

any nonetary values used in neasuring the benefits and
costs of vyour ﬁroject options in todays terms. W do

this through the application of a discount rate.

The discount rate is a social interest rate (currently
10% set by Treasury Board which is used to eval uate
investnents in governnent projects.

The use of a discount rate hel ps evaluate the cost and
time value of the funds used in the project fromthe
vi ewpoi nt of Canadi an society.

Public spending diverts resources from private use

t hrough taxati on. Therefore, this discount rate nust
be greater than the interest charged for private
consunption and investment. Returns fromthe funds
used in the project nust be equal to or greater than
the long termreturn (before taxation and free of
inflation) of capital invested in the private sector.
O herw se, national incone would be | ower.

The discount rate allows you to conpare all the costs

incurred and benefits received over the |ifespan of the

project in todays dollars. |t helps answer the

questions:

« How nuch noney do we need today to pay for all the
future costs of the project?

« How nuch are all the future benefits of the project
worth to us today?

The discount rate also allows you inplicitly to conpare
the proposed project with private sector alternatives.

The nonetary costs and benefits included in a Benefit
bet Anal ysis nust be discounted to their present
val ue.

Only nonetary costs and benefits can be di scounted.

The discount rate does not include inflation, subsidies
or taxes.

The discount rate is not a bank interest rate.

Major Steps In a Benefit Cost Analysis, p. 4 - 3



WGURE

DISCOUND
EXAMPLE Present value of a
P/F
Year 5%
1 .9524
2 .9070
3 .8638
4 .8227
5 . 7835
10 .6139
15 .4810
20 .3769
25 .295.3
50 0872

At a 10% discount r
costing $500,000, w
At a 5% discount ra
worth $188,450.




EXAMPLE

j'%IGURE 4.4
DISCO UNT RATE

Fresent value of uniform series of annual amounts

P /A Discount Rates
‘fear 572 1 0% 1 5%
| G52 .909 .870
2 1.859 “1 .736 1.626
3 2.723 2.487 2.283
4 S.5408 3.170 2.855
5 4.529 S.791 35.352
10 7722 6.145 5.019
15 10.580 7.606 5.847
20 12.462 8.514 6.259
25 14.094 9.077 6.4-6’'4
50 18 256 9.915 6.661

If the! maintenance of a facility costs $10,000

per vear, over the next ten years, maintenance
will amount to $61,450 in todays dollars (at a

10% disco unt rate). At 5% discount rate, th e
maintenance costs willamountto $77,220.
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STEP 7: COMPARE PROIECT OPTI ONS

I NTRODUCTI ON

DEFI NI TI ON

DESCRI PTI ON

R —

RULES

After you have neasured the costs and benefits of your
project options and discounted them to present val ue,
there are a nunber of investment criteria from which
you can choose to conpare these options. Comparing

your options is the seventh step in Benefit Cost
Anal ysi's.

Net Present Value (Npv) is the difference between
di scounted benefits and di scounted costs.

Unit cost is the price of producing an additional unit
of project out put.

If you have been able to use nnnetarg val uation, the
best way to conpare options is to subtract the NPV of
benefits minus NPV costs. The option with the nost
positive net benefits is preferred.

The NPV nethod is the nbst accurate because it focuses
on absolute return of the investment. It can be used
to decide whether or not to undertake the project and
to rank alternati ves.

When it is not possible to value any of the benefits of
a project option in nonetary terns, cost effectiveness

criteria can be used. Cost effectiveness criteria, the
| owest “unit cost”, ensures that the services are being
supplied in the nost efficient way.

The benefits of park projects can be neasured in terns
of output (such as canpernights provided; enquiries
answer ed: accident reduction; pollution abatenent; or
species viability).

The pro%ect option which has the nobst positive NPV is
the preferred option.

No project option is accepted which has a NPV |ess than
zZero.

The nost cost-effective solution is the one which has
the lowest “unit costs".
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)
1 ) MINIMUM COST FOR A

V 4

OPTION COST
(A) $11,000
(B) $22,000
(c) $33,000

Option (A) has the Ilo\

2) OPTIMUM OUTPUT FOR TF

OPTION COST
(A) $2,000
(B) $4,000
(c) $6,000

Option (B) has the best

3) MAXIMUM OUTPUT FOR A

OPTION CC}ST o
(A) $27H 00
éB) $%0,600

C) $}é;900

Option (C) serves the mq




26/1/87

4- 10.1

ALTERNATI VE | NVESTMENT CRI TERI A COVPARED

INTRODUCT ION

DESCRI PTI ON

CLASSI FI CATI ON
TABLE

RELATED
PAGES

There are many investnent criteria which nay be used,
however, none of these criteria are an accurate

i ndication of the nonetary value of the project as the
NPV benefits mnus NPV costs.

If you have been able to use nonetary valuation, the best
way to conpare options is to subtract the NPV of benefits
m nus NPV costs. The option with the nost positive net
benefits is preferred.

Wien it is not possible to value any of the benefits of a
project option 1n nonetary terns, cost effectiveness
criteria can be used. Cost effectiveness criteria, the

| owest “unit cost”, ensures that the services are being
supplied in the nost efficient way.

I'NVESTMVENT CRI TERI A COMVENT S
Net Present Value (NPV) Absol ute return
NPV benef1fs mnus costs is on invest nent

greater than zero _
Can rank options
Benefit Cost Ratio (BCR) Rel'at1ve return per
NPV Dbenefits dirvided by costs dol | ar invested.
I's greater than one

Indifferent to scale

or level of invest-
ment r equired

Infernal Rafe of Refurn [ TRR Vexi mum rnterest rate

NPV Dbenefits mnus costs equals whi ch could be paid

zero I f funds were
bor r owed

Shoul d equal private opportunity |[Can result in choice

costs of capital of option with | ower
NPV

Cost Efrectiveness Citeria Most efficlent

M i num coSt tor a given Tevel resource allocation

of out put

Optinmum output for a given level |Qutputs may be aiffi-
of investnent (after which unit cult to neasure
costs w |l increase)

Maxi mum out put for a given cost More than one measure
may be required
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STEP 8: CONDUCT A SENSITIVITY ANALYSI S OF YOUR ASSUMPTI ONS

I NTRODUCTI ON

DEFI NI TI ON

DESCRI PTI ON

EXAMPLE

RELATED
PAGES

Sensitivity analysis allows you to answer the question:
Wul d a change in the assunptions or values | have used
lead me to recommend another project option?

Performng this sensitivity analysis is the eighth step
in Benefit Cost Analysis.

A sensitivity analysis is the systematic variation of
keY assunptions and estimated values to determne the
effect of potential changes on the results of the
Benefit Cost Analysis.

You will first want to conpare the nost positive, best
guess and |east favorable possibilities for any assunp-
tion or value to ensure that the preferred option
remai ns the sane.

Then you will want to conpare the relative ranking of
the options over time to ensure that the recomended
option is still the best one.

A recreation service is proposed. A BCA is done and
the NPV of the project is $30,000. Three values are
selected for sensitivity analysis: 1) discount rate,
2) relative price novenents and 3) user demand. A
sensitivity analysis is done using the “best and worst”

case estrmates for each input:

DI SCOUNT RATE |PRICE OF ENERGY| USER DEMAND
5% 10% 15% | 10 20 30 3 2 1
NPV
$(000) | 50, 30, 20, 40, 30, 10, 60, 30, 10.

The analysis shows the degree of sensitivity of the
results to changes in the values used in the analysis.
In this exanple, the NPV will remain positive and the
recreation service will still neet the acceBtance
criteria (i.e. that the worst case has an NPV greater
than O.

Major Steps In a Benefit Cost Analysis

p. 4 - 3
Conduct a Sensitivity Analysis, p. 7-10
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MODULE FI VE:  SOCIO-ECONOMIC | MPACT ASSESSMENT--LEARNING OBJECTI VES
OBJECTI VES When you have finished this nodule, you will be able
to:
.describe how to identify and rate the secondary
socio-economic inpacts of projects _
.State whether or not you have enough information to
deal with them
RELATED What happens at the RELATED Mbdul e Ei ght:
PAGES Proj ect Concept Stage? MATERI AL Ssocio-Economic | npact
p. 2 - 3 Anal ysi s
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STEP 2: DESCRI BE THE BOUNDARI ES OF THE | MPACT AREA

| NTRODUCTION  The second step in a socio-economic | npact assessnent
Is to describe the boundaries of the inpact area
affected by the project. You need to answer the
questi on:

“Who would be nade better off or worse off if this
proj ect were undertaken?”

DEFINITION The boundaries of the project inpact area are chosen on
the basis of trade offs anon

e the geographical area affected

.the physical |ocation of the project

.the time period over which inpacts will be studied

.the state of the art - our ability to neasure and
predi ct . . . . .

0 administrative considerations - social, economc
and political realities

DESCRI PTI ON The inpact area of your project depends on
e the characteristics and location of the park
«.the size or scale of your project

EXAMPLE The Trent-Severn Waterway is a long, narrow park in a
popul ated area. A project in this park will have a
| arger and nore diffused inpact than at Nahanni, a
| arge, isolated park

OMMENT The inpact area may cover an area W thin the park, the
iéé; ) park itself or it may include an entire region
RULE Your inpact area nust include those residents, busi-
nesses, and comunities directly affected by your
; proj ect.
\ RELATED Major Steps in a Socio-Economic | npact Assessnent,
} PAGES p. 5 - 3
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STEP_3: RATE THE SOCIO-ECONOMIC | MPACTS

| NTRODUCTI ON When you have finished the screening phase, you should
have a |ist of socio-economic inpacts that potentially
af fect your project.

The next phase is to yate_the(fossible consequences of
each inmpact you have identified.

DESCRI PTI ON When rating socio-economic inpacts, you 90 through your
checklist twce
«First, for each potential inpact type identified in
the screening phase, you determ ne whether the
consequences of this inpact are:
«positive
. Negative
. Neutr al
« unknown at this point
« Then, for each inpact with either positive or
negative consequences you deci de whether it has:
«Maj Or or mnor inportance.
.long-termor tenporary effects

DEFI NI TI ONS

Positive |Inpacts are those positive spinoffs for an
I'ndividual, organization, community or other group,
for exanple, job and income creation.

. Negative Inpacts are those inpacts which have an
adverse effect on an individual, organi zation,
comunity or other group, for example, direct

— conpetition with a private business.

" e Neutral |npacts are those which have no apparent

45;- socl o-economc effect, such as, a natural resource
I nventory.

e Unknown | npacts are those whose effect on various

groups or individuals is not currently known, such

as, the effect of a legal  survey.

RULE Negative inpacts are of mmjor inportance whenever
condi tions should be inposed on the approval of the
project because:

.the design, delivery or operation of the project
will have to be nodified at a cost

«there is a demand for conpensation because of the
proj ect
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SOCIO-ECONOMIC IMPACT ASSESSMENT

5 -7
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STEP 1. SCREENING | MPACTS
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STEP 2: DESCRI BE _THE BOUNDARI ES OF THE | MPACT AREA

I NTRODUCTI ON

DEFI NI TI ON

DESCRI PTI ON
EXAVPLE
[y
@MEET
RULE

RELATED
1 PAGES

AR

The second step in a socio-economic inpact assessnent
Is to describe the boundaries of the inpact area
affected by the project. You need to answer the
questi on:

“who woul d be made better off or worse off if this
proj ect were undertaken?”

The boundaries of the project inmpact area are chosen on
the basis of trade offs anDn?
.the geographical area affected
.the physical location of the project
«the tine period over which inpacts will be studied
.the state of the art - our ability to nmeasure and
predi ct _
.adm nistrative considerations - social, economc
and political realities

The inpact area of your project depends on:
«the characteristics and |ocation of the park
«.the size or scale of your project

The Trent-Severn Waterway is a long, narrow park in a
popul ated area. A project in this park will have a

| arger and nore diffused inpact than at Nahanni, a
| arge, isolated park.

The inpact area may cover an area within the park, the
park itself or it may include an entire region.

Your inpact area must include those residents, busi-
nesses, and communities directly affected by your
proj ect.

Maj or Steps in a Socio-€conom ¢ | npact Assessnent,
p. 5 -3
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STEP 3. RATE THE SOCIO-ECONOMIC | MPACTS

I NTRODUCTI ON

DESCRI PTI ON

DEFI NI TI ONS

RULE

PREVI EW

RELATED
PAGES

Wien you have finished the screening phase, you shoul d
have a |ist of socio-economic inpacts that potentially
affect your project.

The next phase is to rate the possible consequences of
each inmpact you have identified.

Wien rating socio-econom ¢ inpacts, you go through your
checklist twce.

«First, for each potential inpact type identified in
the screening phase, you determ ne whether the
consequences of this inpact are:

«positive

. Negative
. Neutr al
«unknown at this point
« Then, for each inpact with either positive or .
negative consequences? you deci de whet her i1 has:
«Maj Or or mnor inpoftance.
«long-term or tenporary effects

«Positive Inpacts are those gositLve spinoffs for an
individual, organi zation, commnity or other group,
for exanple._4iob and i ncone creation.

«Negative Impacts are those inpacts which have an
adverse effect on an individual, organization,
community or other group, for exanple, direct
conpetition with a private business.

«Neutral Inpacts are those which have no apparent
socl o-econom ¢ effeCt. such as, a natural Tesource
I nventory.

« Unknown I npacts are those whose effect on various

groups or individuals is not currently known, such
as, the effect of a |egal "survey.

Negative inpacts are of mmjor inportance whenever
condi tions should be inposed on the approval of the
proj ect because: _ _ _
+the design, delivery or operation of the project
will have to be nodified at a cost
.there is a demand for conpensation because of the
proj ect
.there is public concern

The next page gives an exanple of a conpleted
soci o-econom ¢ inpact assessment checklist.
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« comerci al 1 () ()
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« construction [ ] () ()
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« hotel, notel [(X] (-) ()

e campground [ 1 () ()
e food services [ 1 () ()
[COMMUNITY

. devel opnent pl ans _ I 1 () ()

.demand for public services [ ] () ()

.local tax base [ 1 () ()
SOCI AL CONCERNS

«health, safety & fairness [ ] () ()

«protection of property &

t he environment 1 () ()

.quality of life [] ) ()
STEP 2. DESCRIPTION: BOUNDARIES |STEP 4.  RECOMMENDATI ON
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.eo. CESITUCH D0, S L DI operati on ()

“ e et b e 0 s tes.eer e an. esreseeres. ..o |4.3 Further study (V{
B T T S PP 4.4 Reject option ()
COMMENTS: .,

i e RIS SRR

) NJE P e nerloe d oout.




%FIGURE 5.3

SO CIO—ECONOMICIMPACT ASSESSMENT

SCREENING

o (:/ MM .,
IMPACT RATING SIGNIFICANCE ACTION
MAJOR —> ESTIMATE SPINOFFS
> POSITIVE [
MINOR —> PROCEED WITH
PROJECT
- MAJOR ——> REJECT PROJECT
YES MODIFY
o DESIGN
e DELIVERY
> NEGATIVE o OPERATION
COMPEMNSATE
M NOR —> PROCEED WITH
PROJECT
— UMNKDM OWN > FURTHER STUDY
— MO —— MEUTRAL —HMOT > MO ACTION

SIGMIFICANT




i
[

31/10/86

STEP 4: RECOMVEND ACTI ON BASED ON YOUR SOCIO-ECONOMIC ASSESSMENT

I NTRODUCTION  \When you have finished rating the inportance of all
positive and negative inpacts, you are ready to
recommend action based on your socio-economic i npact
assessment .

DEFI NI TI ON Basel i ne phase or start-up period begins wth project
planning and ends just before the project is finally
approved.

DESCRI PTI ON Your recomendations should include answers to the
foll ow ng questions:

«Wien W |l the inpact occur? _
«during the baseline phase of the project?
«during the construction or delivery phase?
.during the operation phase?

«WIIl the inpact be short-termor |ong-run?

«WII the inpact occur nore than once?

oI f the inmpact occurs nore than once, Wil the

effect gradually get larger?

DECI SI ON This table sumuarizes the appropriate reconmendations

TABLE for various situations.

| F THE SOCIO-ECONOMIC THEN YOU SHOULD

| MPACTS ARE. ..

RECOMMEND THAT PARKS.

all positive or neutral

«proceed with project

nmostly positive or
neutral with some nnor
negative effects

«proceed with project
.0or make m nor changes

positive or neutra
with nmajor negative
effects

«nodify the project
«0r get nore information
.qr reject the project

all negative

«reject the project
.Qr get nore information
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MODULE S| X: USER PRQIJECTI ONS- - LEARNI NG OBJECTI VES
OBJECTI VE When you have finished this nodule, you wll be able
to:
«describe how User Projections contribute to the
choice of scale or operating capacity in the
Project Definition stage of project planning.
RELATED What happens at the RELATED Modul e Three:
PAGES Project Definition MATERI AL Visitor Market
Stage? p. 2 - 4 Anal ysi s
o~
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OVERVI EW OF USER PROJECTI ONS

REVI EW

planning. In it,

Project Definition is the second stage of Parks project
you conduct whatever detailed studies

are needed to develop the specifications for the design

and delivery of the project.

User Projections is an

I mportant study conducted at this stage.

PURPOSE

Desi gn specifications are based on the [evel of use
expected during a peak |oading
Projections, you estimte user

eriod. In User
oadings to ensure that

the project design neets the need it was intended for.

EXAVPLE _
peak | oadin
« NuNber o

For a Visitor Reception Centre, the |evel of use during
determ nes design specifications such as:
square neters of floorspace required

«nunber of 1litres of water to be handl ed

OVERVI EW To

give you an idea of the scope of User Projections,

this table lists the questions answered in each step.

STEP

QUESTI ONS TO BE ANSWERED

Descri be peak
peri od

«VWhat is the maxi num nunber of
project users we can expect in a
given tinme period?

«How often will the peak occur?

Determ ne the
di stribution and
fl ow of users

«VWhere wll these users go while

theY are using the project?

«How long wll they stay in each
| ocation?

Determ ne nedia
and nedi a | ayout

|f needed, what media should be
used where in this project?

RULE User Projections nust be conpleted whenever:
e you do not have the information you need to
recommend a capacity or |evel of service
.there has been a major change in the scope or scale

of the project

during design

«you are building for the future
«your recommendations are based on other than:

«a normal season and hours of use

.average |evels of use

FACT Specialists can help you with the statistical analysis
needed at various points in User Projections.

RELATED
PAGES
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DESCRI BE _PEAK LQADI NGS

DEFI NI TI ON Peak Loading is the expected |level of use at the
busi est hour of the busiest day of the week of the
typi cal year for which the project is being designed.

EXAMPLE W are not sure how much use a facility planned for 3-5
years fromnow will receive over the next 15 years.

PROCEDURE This table lists the steps in estimating peak |oading.
TABLE
. TEP DESCRI PTI ON

1, |Collect information at the site from mechanica
traffic counts, handcounts and observations.

2. |ldentify the peak period of use, the nunmber of
users and the groups served.

3. |Estimate the arrival or pull-off rate.

4, |Cal cul ate:
.average length of stay
.average party size

5. |Calculate the turnover rate.

6. |ldentify the sources of variation between peak
and average periods of use, by exam ning:
.differences in the mx of users
‘ X «differences in the extent to which it was
15;; possible to use the full range of services
on a given occasion
.the effect of other constraints such as:
« physical barriers
.time, cost and distance
«crowding, line-ups, and congesti on
. Wweat her and seasonal factors

7. |Modify proposed specifications & adjust estimate

8. |Prepare projection of peak |oading for the
design year.

9. |.Determne how often potential users will not
be served because of the proposed scale, site
and capacity of the project.

«.Determ ne the percentage of potential users
who will be inconvenienced in this way.

10. [Choose the optimal |evel of service.

RELATED Overview of User Projections, p. 6 - 2
PAGES
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| DENTI FY Cl RCULATI ON PATTERNS AND DI STRI BUTI ON OF USE

iggx 3. |For the peak hour, determne the distribution

I NTRODUCTION  After you have estimted the peak |oadings, you are
ready to identify traffic and circulation patterns.

FACT Use is never evenly distributed within a facility or
site.
PURPCSE By determining circulation patterns and distribution of

use, you can:

. e sure that the functional conmponents and
operating systens of the facility or service are
designed to accommodate the |evel of use they are
likely to get.

.determne the appropriate sequence, placenent and
conplexity of the media to be used

«adjust the design to avoid problens and potenti al
conflicts in use

PROCEDURE This table shows the steps in identifying circulation
TABLE patterns and distribution of use.
STEP DESCRI PTI ON

1. |Describe peak |oadings for each functional area
or operating system wherever practical.

2. |Develop a flow chart or sequential diagram
whi ch shows the circulation patterns on-site
e~ and between functional areas within a facility.

of users on-site and within the facility.

I ndi cate on your flow chart:
«the percentages of users in each |ocation
.the average length of stay, where necessary

4. |Crcle areas of:

«potential pedestrian congestion
.traffic tie-ups

. pedestrian vehicle conflicts

RELATED Overview of User Projections, p. 6 - 2
PAGES Descri be Peak Loadings, p. 6 - 3
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SELECT MEDIA AND DETERM NE MEDIA LAYQUT

DEFI NI TI ON

PURPCSE

DESCRI PTI ON

o~
%LATED

PAGES

Media is a termwhich refers to the various nmeans we
Use to communicate with park visitors. Media can
i ncl ude:

. Si gns

. panphl ets

.exhibits

Media are usually desi%ned to help the visitor to see,
know, do or feel something as a result of their use of
a given facility or service.

. Media are chosen according to:
«the characteristics of the target audience
«wWhat the planner hopes to comunicate
«the conplexity of the storyline

«You select nedia to attract and hold an audi ence. To
do this, you need infornation about:
.t he percentage of the potential audience you expect
to reach _
+.their attention span, neasured in mnutes
«.the level of audience involvement with the media

«In determning the layout for the media, the pl anner
nmust make sure that the messages aSS|gned to the
medi a and the S|t|n% of the media correspond to the
sequence in which the visitors arrive at and use the
facility or service.

Overview of User Projections, p. 6 - 2
[dentify Circulation Patterns and Distribution of Use,
p. 6 - 4
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MCDULE SEVEN:

LI FE- CYCLE COST ANALYSIS - LEARNI NG OBJECTI VES

OCBJECTI VE

RELATED
PAGES

P e

Wen you have finished this nodule, you will be able
to:
«describe how Life Cycle Cost Analysis helps you to
identify the |ow cost design and delivery option

VWat happens at the RELATED Modul e Four: _
Project Definition DOCUMENT Benefit Cost Analysis
Stage? p. 2 - 4
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OVERVI EW OF LIFE-CYCLE COST ANALYSI S

I NTRODUCTI ON

USE

DESCRI PTI ON

RULES™

RELATED
PAGES

When you did a Benefit Cost Analysis during the Concept
stage of your project, you decided to undertake the
roject and chose the project option which best met the
isitor or Park Managenent need. If you did not do a
Benefit Cost Analysis, it was because only one feasible
proj ect option existed.

You may now have to determne the nost efficient design
or means of delivery for your chosen project option.
You do this through a study called a Life-cycle Cost
Anal ysi s.

Life-cycle costing is used to choose the |east
expensive way to 1nplenment the project.

Life-cycle costing is a conparison of the present value
of the costs of various ways of inplenmenting the
project. Al nonetary costs and revenues are included
in the analysis, that is to say all capital and
operating costs while the project is in use. A
discount rate is applied to all future project

expendi tures and revenues to transform them into
present dollar amounts. By subtracting discounted
revenues from di scounted costs, you are able to
estimate the life cycle cost of each way of

i npl enenting the project.

You must use life-cycle costing when there is nore than
one nmeans of satisfying the same need.

Overview of Benefit Cost Analysis, p. 4 - 2
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MAJCR STEPS I N LIFE-CYCLE COST ANALYSI S

PROCEDURE The following table lists the major steps you should
TABLE perform during a Life-cycle Cost Analysis.
STEP ACTI ON

1. |Specify feasible solutions to the problem or
needs which you have identified.

2. |Choose the period of analysis (the life cycle)
over which you will conpare these solutions.

3. |Enunerate all the expenditures occurring during
this period of analysis.

4. [Calculate the revenues you expect to receive
during this tine.

5 |[Apply an interest (discount) rate to all future
expenditures and revenues to transform them
into present dollar anmounts.

6. |Choose the | ow cost sol ution.

7. |Assess how sensitive your reconmended sol ution
is to major changes in the assunptions or
val ues used in the analysis.

COMMENT The steps of a Life-cycle Cost Analysis which you find
iﬁ;i R on this page have been sinplified and stated in
b everyday |anguage. The purpose of this module is to

allow you to understand the basic process that you
shoul d follow.

expl ain each of the steps of a

PREVI EW The follow ng pages wl |
t Is in nore detail

Life-cycle Cost Analys

RELATED
PAGES



02/04/87 7 -4

STEP 1: SPECI FY DESI GN AND DELI VERY OPTI ONS

I NTRODUCTION  The first step in Life-cycle Cost Analysis is to
specify in nmeasurable terns, the potential design and
delivery options which still neet the constraints
(i.e. feasibility criteria) you established in your
Benefit Cost Analysis.

DEFI NI TI ON Design or delivery options are feasible solutions to
the problens or needs which you have identified.

RULE Al'l delivery options nust provide the sane capacity and
| evel of service.

DESCRI PTI ON Each option nmust be conparable in neasurable terns so

that it is possible, for exanple:

+to identify the |ow cost solution

.t0 determ ne whether a current investnent justifies a
future cost saving

«.to find out when it will be nore economical to
replace an asset than to repair it

CLASSI FI CATION This table |ists:

TABLE

COVIMVENT

RELATED
PAGES

. decisions which Life-cycle Cost Analysis wll help
you nake
«a concrete exanple of that &er of decision
«the objectives/criteria by Ich you will evaluate
your delivery options
OBJECTI VES/
DECI SI ON EXAMPLES CRI TERI A
Choi ce of Bui | di ng design Mnimze OVRA*
desi gn costs
Make, buy or Staff Housing Lowest costs-in-use
| ease
Ener gy Choi ce of Savi ngs/ i nvest nent
Conservation heating system ratio
payback peri od
Repair or Patch or pave Scheduling targets
repl ace

* Future Qperating, Mintenance, Repair and Alteration
costs can be mnimzed by a life-cycle costing
approach to design and delivery. Flexible approaches
to procurenent and future expansion should also be
considered at this stage.

| dentify Project Constraints, p. 4 - 6

Major Steps In Life-Cycle Cost Analysis, p. 7 - 3



02/04/87

STEP 2: CHOOSE THE LIFE-CYCLE

I NTRODUCTI ON
DEFI NI TI ON

DESCRI PTI ON

RULE

RELATED
PAGES

After specifying your design and delivery options, you
must choose a common period of analysis for the com
parison of your options. This is the second step in
Life-cycle Cost Analysis.

The life-cycle is the econonmc service or design life
used as the reference period for the analysis.

In Benefit Cost Analysis projects can have unequa
econom ¢ |ives because the purpose of the analysis is
to select the nost beneficial formof the Froject. In
Life-cycle Cost Analysis a conmon economic |ife must be
used as the basis of selecting the |east expensive
means of inplenenting the project.

All design or delivery options nmust be costed over the
same |ife-cycle.

For each option, the period of analysis used nust at
| east equal the economic |ife of the principal physical
conponent or operating system

When the economic life of the principal conponents or
systens included in different options varies, the _
Pe{|od of analysis used nust equal the |ongest econonic
ife.

Wiere the economc life of the principal conponent or
operating systemin one option is twenty years and in
another is thirty years, the life-cycle or reference
period used in the analysis would be thirty years.

Describe Project Options, p. 4 - 5
Major Steps in Life-Cycle Cost Analysis, p. 7 - 3
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STEP_3: ENUMERATE THE COSTS

I NTRODUCTI ON
DEFI NI TI ON

CLASSI FI CATI ON
TABLE

i&?EPES‘

FACT

RELATED
PAGES

The third step of a Life-cycle Cost Analysis is to
enunerate all the costs associated with each delivery
opti on.

The life-cycle costs of an option include all
expendrtures nade on the project during the period of
anal ysi s.

The following table |lists the types of costs you shoul d
i nclude in your analysis.

CATEGORY TYPES OF COSTS
Non- e Property acquisition
teeurriimg [@ Pl anning, research & feasibility studies
costs e Design
e Construction
e Equi pment and furnishings
e Repl acenent of major physical

conponents or operating systens
e Alterations or Inprovenenis

Recurring |« Sal ari es and wages

costs « Preventive maintenance & routine repairs
« Heat, power and I|ight
« Suppl i es

Non- monetary costs are not included.

Sunk costs, project expenditures made before the
reference period of the analysis, are not included.

Repl acenent costs are included. This is the cost of

wi t hdrawi ng physi cal conponents or operating systems,
during the project life-cycle or period of analysis, as
they finish their useful economic life and replacing
them with other conponents or systens which wll
continue to provide the sane |evel of service.

An acceptable practical assunption is that the

repl acement cost equals the original cost. If the
original cost did not include denolition and renoval
you nmust add on these coOStSs.

Major Steps in Life-Cycle Cost Analysis, p. 7 - 3
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STEP 4: CALCULATE THE REVENUES

I NTRODUCTI ON

DEFI NI TI ON

PROCEDURE
TABLE

RULE

RELATED
PAGES

After enuneratin% the design and delivery costs, the
fourth step of the anaIKS|s is to calculate the
revenues arising fromthe project.

A project’s residual value is the revenues expected
from the sale or disposal of project components or
5¥sten5 whi ch have sone remaining useful economc life,
IT they were sold on the open narket, at the end of the
period of analysis.

Revenues include not only project entrance fees, permt
sales and rents but also adjustments for the project’s
remai ning residual value at the end of the period of
anal ysi s.

The followng table lists the steps you should perform
to calculate the revenues from each option. Mich of
the information necessary to perform these cal cul ations
S grovided in the Market Analysis and User Projection
st udi es.

STEP PROCEDURE

1. |ldentify the services for which the visitor
w || be charged.

2. |Set the annual schedule of service charges or
rates over the life of the project.

3. |Project the annual user demand over the life of
the project.

4. |Estinmate the present value of future annual
revenues (assumed service charges nultiplied b
the projected nunber of users) over the life o
the project.

5. |Estimate the residual value of all project
assets at the end of the period of analysis and
add this to revenue.

Al'l revenue from each option mustbe included in the
analysis.  This includes the residual value of conpon-
ents or systens at the end of the period of analysis.

Overview of Visitor Market Analysis, p. 3 - 2
Overview of A User Projections, p. 6 - 2
Major Steps i n Life- 83/C|'e Cost Analysis, p. 7 - 3
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STEP 5: DI SCOUNT COSTS AND REVENUES TO PRESENT VALUE

REVI EW

I NTRODUCTI ON

DEFI NI TI ONS

RULES

FACT

RELATED
PAGES

As you may recall, the discount rate was used to val ue
the benefits and costs of public projects. In
Life-cycle Cost Analysis, however, only project
expenditures and revenues are discounted to their
present val ue.

Because these expenditures and revenues occur at
different tinmes over the project’s life-cycle,

di scounting is used to express themin terms of today s
dollars. This is the fifth step of Life-cycle Cost

Anal ysi s.

The Discount rate is the interest rate used to eval uate
publ rc Tnvestnents.

Al costs incurred and revenues received over the
project’s life-cycle nust be discounted to their
present val ue.

The costs and revenues included in the analysis should
not be adjusted for inflation.

It is very difficult to predict the annual rate of
inflation over time and often not worth the extra
cal cul ations involved especially when the effect on
each option is expected to be simlar. There are three
exceptions: _ _
«if the goods and services used differ
substantially from one option to another
«if the prices of the goods and services used are
expected to increase at different rates
«if the distribution of costs or revenues over the
period of analysis differ from one option to
anot her.

The discount rate used is a real not a nomnal interest
rate, that is to say, it does not include inflation.

Di scount the Benefits and Costs, p. 4 - 10
Major Steps in Life-Cycle Cost Analysis, p. 7 - 3
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STEP 6. | DENTI FY THE LOW COST OPTI ON
REVI EW Where the purpose of Benefit Cost Analysis is to

I NTRODUCTI ON

RULE

DESCRI PTI ON

RELATED

&

identify the project option with the nost positive NPV
benefits, the purpose of Life-cycle Cost Analysis is to
identify the design and delivery option with the

m ni mum NPV costs.

During the sixth step of a Life-cycle Cost Analysis,

you wll identify the |low cost design and delivery
opti on.

The design and delivery option which has the |owest

di scounted costs |ess discounted revenues (adjusted for
any potential residual value fromthe sale or" disposa
of the project) is the preferred option.

Life-cycle costing gives you a conplete picture of not
only the capital and operating costs, but als? t he
revenues associated with the project. The life cycle
cost of the preferred option is the amount of money

whi ch would have to be currently invested at a specific
interest rate in order to pay for all the present and
future costs associated with the project while it is in
use. By using Life-cycle Cost Analysis you also ensure
that this option will be the nost econom cal fromthe
standpoi nt of Canadi an taxpayers.

Conpare Project Options for Their True Social Value,
px 4 - 11
Major Steps in Life-Cycle Cost Analysis, p. 7 - 3
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STEP 7:  CONDUCT A SENSITIVITY ANALYSI S

I NTRODUCTI ON

DEFI NI TI ON

DESCRI PTI ON

FACT

RULE

EXAMPLES

o~

RELATED
PAGES

After identifying your |ow cost delivery option, you
performa sensitivity analysis on key assunptions or
val ues you have used in your analysis. This is the
seventh step in Life-cycle Cost Analysis.

A sensitivity analysis is the systematic variation of
key assunptions and estimted values to determ ne the
effect of potential changes on the results of a Life-
cycl e Cost Analysis.

In sinplified ternms, what you are doing is conparing
the nost positive, best guess and |east favorable
possibilities for any assunption or value. The rela-
tive ranking of the options would be conpared to ensure
that the recommended option is still the best one.

The Treasury Board recommends using a discount rate of
5% and 15% for a sensitivity analysis. Parks also uses
8% and 12% which is a nore realistic range of val ues.

|f the recommended option changes, the design and
delivery of the project involves a major risk. You
shoul d review your recommendations.

Some of the assunptions and val ues which you may wi sh
to test in a sensitivity analysis are:

the economic life or period-in-use

the frequency of mai ntenance or anount of usage
the inflation rate

life cycle or period of analysis

Conduct a Sensitivity Analysis of Your Assunptions,

p. 4 - 11
Major Steps in Life-Cycle Cost Analysis, p. 7 - 3
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MODULE EI GHT:

REG ONAL SOCIO—ECONOMIC | MPACT STUDI ES - LEARN NG

OBJECTI VES

RELATED
PAGES

OBJECTI VES

When you have finished this nodule, you will be able
to:

«describe how to formulate alternative courses of
action to deal wWth socio-economic inpacts

«descri be how the project contributes to regional
socio-economic devel opnent

VWat happens at the RELATED Modul e Fi ve:
Project Definition MATERI AL socio-Economic | npact
Stage? p. 2 - 4 Assessnent
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OVERVI EW OF REG ONAL SOCIO-ECONOMIC | MPACT STUDI ES

REVI EW

I NTRODUCTI ON

DEFI NI TI ON

RELATED

When the Project Concept was approved, Parks’ managers

«accepted the need for the project
«chose the project option which best net the need
.identified inpacts requiring further study

During the Project Definition stage, you determ ne the
peak user |oading and nost efficient design or means of
delivery for the project, after careful analysis of
various feasible options. The workplan and budget for
the remaining studies was al so established in the
Concept Approval, including:

. User Projections

.Life-Cycle Costing

« Regi onal socio-economic | npact Studies.

Carrying out a Socio-Econom c Inpact Analysis is a
conmpl ex activity which may reguire the input of
proressionals from different disciplines.

The Burpose of this nodule is to help you understand
the basics of Regional Socio-economc [npact Studies.
This will inprove your awareness of what to look for in
such studies and make your job of setting good Terms of
Reference for the study nuch easier.

A Regi onal Socio-economic |npact Study is a detailed

anal ysi s which:

.estimates the inpact of the project on the region
and on the public

.recommends and costs renedial action for negative
i npacts, such as: the cost of conpensating sonmeone
whose business would be conpletely shut down for a
year while the project is being built

.identifies positive spinoffs so that
deci si on-nmakers can be inforned

This type of study answers questions such as:
«“Wio is inpacted by the project?”
o “How nmuch are they inpacted?”
. “What can the Parks Service do about it?”

Overvi ew of socio-economic | npact Assessnment, p. 5 - 2
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MAJOR STEPS IN A REG ONAL SOCIO—ECONOMIC | MPACT STUDY

USE A Soci o-econom ¢ inpact study is a detailed analysis of
maj or secondary i npacts:
+.to develop and cost mtigating nmeasures to
alleviate significant adverse inpacts
.to estimate the inportant positive social and
econoni ¢ spinoffs from the project
.to find out nore about identified but unknown
i npact s:
.wWhat they are
«.if they are inportant
.if anything needs to be done about them

PROCEDURE This table lists the major steps perforned during a
TABLE Soci o- Econom ¢ | npact St udy.
STEP PROCEDURE

1. |Develop a profile of the inpact area describing
.wWhat the area is |ike now
.What trends are |ike now

Describe the baseline conditions such as, the
popul ation, the econony and the comrunity.

2. |Determne what the inpact area will be like if
the project is inplenented, by estimating, in
measurable terms, the social & economc

I npacts you expect the project will have.

15&; . 3. |Conpare the baseline conditions in the profile
A with the future conditions you expect if the
project is inplemented. \Wat would the inpact
area be like wthout the project conpared to

what it would be Tike with the project?

4. |Produce the results of the analysis:

«Describe in detail the inportant positive and
I mportant negative inpacts of the project for
| ocal enployers, enployees, suppliers and
residents. WII these people be better off
or worse off as a result of the project?

« Recommend actions which will elimnate or
| essen any significant negative inpacts.

«.Can the positive inpacts be increased to any
extent?

} EXAMPLE Local notel owner’s business, adversely affected by
road construction associated with the project, could be

asked to provide lodg ngs for the roag crews, |nstead
} of park visitors, and be conpensated for [ost business.

RELATED
; PAGES
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THE TYPES OF | MPACTS EXAM NED I N A SOCIO-ECONOMIC | MPACT STUDY

| NTRODUCTI ON

DEFI NI TI ON

DESCRI PTI ON

FACT

RELATED
PAGES

A project has both short-term and |ong-run inpacts on
t he uni que combination of househol ds, businesses and
communities within the inpact area. One inpact
frequently leads to other successive inpacts. An

I npact inone sector may al so have inpacts in other
sectors.

A nulti?Iier inpact is any indirect or induced increase
in Tocal enployment, consumption, investnent and tax

revenues resulting from the project.

A distributive inpact is any socio-economic gain or
| oss to the area.

A project has direct, indirect and induced inpacts.

Direct inpacts include local job creation, purchases of
goods and services by Parks and visitors, and addi-

tional wages and salaries paid to |ocal enployees.

Because of the increased income from enploynent,

enpl oyees wi Il buy local goods and services from

exl sting businesses. Part of these additional business
sales will be paid out in the formof profit and incone
to local owners/operators and enpl oyees. These are
call ed induced project inpacts.

Furthernore, the suppliers of these businesses will

al so have to step-up production to fill the additional
orders placed by businesses to neet increased consumer
demand.  Enploynent and incone will again rise but to a
smal | er degree than before. These are called indirect
proj ect inpacts.

Projects have distributive inpacts. These include |ost
production, 1income and enployment from existing uses of
natural resources. There may also be changes iIn
housing and residential patterns due to changes in

empl oynent and popul ation trends. Local demand and
ability to pay for public services may change as a
result of the project. Public concerns may be
expressed even before the project is undertaken.

Par ks encourages |ocal public input into the planning
and managenent of projects (Policy 2.2). Public aware-
ness and involvenent help you to evaluate |ocal oppor-
tunities and to control any unanticipated consequences
of undertaking the project.
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STEP 1: DEVELOP A PROFILE OF THE | MPACT AREA

I NTRODUCTI ON

DESCRI PTI ON

EXAMPLES

RELATED

Socio-economic i npact anal ysis | ooks at baseline
conditions in the inpact area to determ ne what
conditions are new conditions and to conpare:

«What conditions would be like in future w thout the

mﬂroject L . . .
«What conditions would be like wth the project

The differences between these two Frofiles, whet her
positive or negative, are the likely inpacts of the

proj ect.
To make this conparison, you start by developing a .
profile of the inpact area. This is"the first Step in

Socio-Economic | npact Anal ysis.

To develop a profile of the inpact area, you usuall
collect information from secondary |ocal, provincial or
federal sources. They need to describe current
conditions and current trends in the inpact area.

This |ist includes exanples of sonme of the questions
used to develop the protile:

POPULATI ON

+\Wiat is the size, conposition and distribution of the
current popul ation?

«How are the size, conposition and distribution
expected to change in the future?

ECONOWY:

e Wat are the current levels of enploynent?

e \What are current wages and sal aries?

° Whatddp geople spend their nmoney on and where do they
spend it*

° ng much are visitors currently spending in the
| mpact area?

e How are these econom c factors expected to change in
the future?

COVMUNI TY:

+What is the current housing availability and quality?

+\Wiat is the current demand for public facilities and
services?

«\What are the current tax revenues and expenditures?

«\Wat are the current |and values and use?

«How are these conmmunity factors expected to change in
the future, for exanple, as a result of current
devel opnent pl ans?

Major Steps in a Regional Socio-Economic |npact
Study, p. 8 - 3
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STEP 2: ESTI MATE _SOCI AL_AND ECONOM C | MPACTS OF A PROJECT

I NTRODUCTI ON

DESCRI PTI ON

EXAMPLE

RELATED
PAGES

Once you have developed a profile of the inpact area,
you can see what the area 1s like now and what the
currently expected changes are. In other words, you
have a measure of baseline conditions.

You now need to find out what the inpact area would be
like if the project was inplenented. You want to
estimate the full social and econom c inpacts the
project will have within the inpact area. This is the
second step in a Regional socio-Economic |npact Study.

Estimating socio-econonmc inpacts within the inpact
area generates information on the timng, distribution
and type of consequences which a project wll have.

For each identified inpact being studied, the analysis
shoul d give you answers to all the follow ng questions:

0 Wio will be inpacted? Wo will be better or worse
off as a result of the project?

o Is the inpact permanent or tenporarY? If tenporary,
when will it occur and how long will it last?

0 Is the inpact direct or indirect? How large, in
measurable terns, is it?

A project is being considered which will have an inpact
on business and enploynent in the area. The follow ng
chart shows exanples of the information analysts need.

HOUSI NG
Measures of |0 supply & vacancy rates in inpact area
Basel i ne 0 ﬁopulation and household growth rates
Conditions |0 household size and conposition
Proj ect o Direct: loss of housing
| mpact s 0 Indirect: enploynment changes
Estimates |o four famlies to be rehoused
of Socio- |O tenporary_hou3|ng for twenty
economi ¢ construction workers needed
| npact s o staff housing needed for three

permanent and ei ght seasonal staff

Major Steps in a Regional socio-Economic |npact Study,
p. 8 - 3
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STERP 13- CONVPARFE THF | MPACT ARFA W TH AND W THAIT THF PROIFCT

| NTRODUCTI ON On earlier pages, we have seen that:

«Developing a profile of the.inpact area gives the
anal ygtsga né’asure of” basél i ng condit T ond.

«Estinmating the soci al d econom.c inpacts wthin

future conditions if the project is inplenented.

Conparing these baseline d.future conditions is the
thrinr)d st%p in a Regional Wi 0" EdoRoff npac? S§Udy-

DIAGRAM The followng diagramillustrates, in sinmplified terns,

the kind of conparison which analysts do in,a Regjonal
Socio-Economic | npact Study. ?ﬁe e_xarrplog shows %Unap
w Il happen to the ampunt of housi ng without :he
pr O] ectt and conpares this to what w happen with the
project.

BASELINE CONDITIONS S YEARS LATER

wore A Ay

o~ WITH

& - PROJECT ﬂﬁﬁ ﬁﬂﬁﬂ

RELATED Maj or Steps in a Regional Socio-Economic | npact Study,
PAGES p. 8 - 3
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STEP 4. PRODUCE THE RESULTS OF THE ANALYSI S

I NTRODUCTI ON

DESCRI PTI ON

EXAMPLE

RELATED
PAGES

After estimating social and economc inpacts within the
I mpact area and conparing the results to the baseline
conditions, analysts are ready to produce their results
and make recomrendations. This is the fourth step in a
Regi onal Soci o- Econom ¢ | npact Study.

If they have studied significant positive inpacts, they
give their results in detail. They also describe
significant negative inpacts in detail wth appropriate
recommendations. The analysts’ report should answer
the question:
“VWhat actions do they recomend to elimnate or
| essen each significant negative inpact?”

The evaluation which the analysts produce at the end of
a Regi onal socio-Economic I npact Study shoul d answer
the tollowng broad questions in detall:

e On what persons and areas will the project have the
most i npact ?

e Is the inpact mpjor: significantly adverse or
positive spinoff?

e |s the inpact permanent or tenporary? [If tenporary,
how and when will it occur and how long will it last?

e How large or extensive is the inpact? Wiat, in
neasurable terns, is its estimted size?

e |f the inpact is significantly negative, can we get
around it by:

desi gn modifications

changes in project managenent

anot her neans of delivery

changes in operation

conpensation to those individuals or groups

affected

e Wich aspects of the project, if any, should be
carefully nonitored?

If the significant adverse inpact caused by the project
is a housing shortage, the recommended actions m ght
be:

«conpensate or subsidize those involved

«buy, lease or build additional housing

Major Steps in a Regional Socio-Economc |npact Study,
p. 8 - 3



