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INTRODUCTION  
Iran being a country rich in culture, art, and religion with its boundless potential for 

historic tourism makes for a perfect environment to foster the blossoming of tourism. The aim 

of this project is to develop Iran as part of the Silk Road, through marketing, promotion, 

capacity building and destination management. Strategies and recommendations were drawn 

from the analysis of Iran‟s environment, their tourism offer and demand, and the strategic 

implication of our ideas. Recommendations and strategies provided in this report are 

intrinsically linked to aspects of historic research of the Silk Road within the Persian region, 

which carried significance through to the Iranian modern culture.  

ENVIRONMENTAL SCANNING  
(Please refer to APPENDIX 1) 

VALUE DRIVERS  

Values drivers (VD) are the elements that drive change in a given situation. The aim is to 

position the strategy against the changes that would affect it, if the VDs were to change. The 

VDs identified are external, as we have no control over them. 

1. In Iran, every aspect of today‟s culture is deeply rooted in their history. This is a VD, 

for the strategy, as this historical aspect cannot be copied/ imitated elsewhere. This is a 

force driving change (FDC), as those who are interested in history and culture will 

find Iran to be their haven.  

2. Iran is among the top cultural destinations and top nature destinations in the world 

(Craig, 2012). The FDC is the same as the previous point, as it is an intriguing 

destination and again, this is an aspect that cannot be copied. 

3. There are many religious and cultural tours available that can also be customised. This 

customisation option allows for all the wants and needs of the customers to be catered 

to, and is an aspect that will be taken into consideration in the strategy, as it is a VD.  

4. The growth of the online world and the use of Trip Advisor are VDs as the good 

comments help to encourage others to visit Iran. With a worldwide reach, the good 

image of Iran will travel faster around the world. A lot of the comments on Trip 

Advisor concerning Iran are positive and encourage others to travel there. The 

comments concerning “feeling of safety” also suggest that before travelling to Iran 

you don‟t feel safer, but after travelling there, they feel much safer (Craig, 2012). 
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IMPACT OF STRATEGIC ELEMENTS  

Regarding our task and in the context of the global Silk Road project, there are 

elements that we can impact on and other elements that we cannot have an impact on. With 

our project we can improve the existing structure of tourism by bringing new concepts, the 

attraction of different sites for Middle Eastern travellers and the offers for the Asian visitor. 

The elements that we cannot have an impact on are the Silk Road criteria and guideline and 

the international situation (political sanctions in the US, and the EU perception of Iran).  

OFFER ANALYSIS 
The most important requirements for the growth of the tourism sector is the 

development of suitable infrastructures such as accommodation facilities, restaurants, 

communication and transportations facilities, health services and other related services (ECO 

Trade and Development Bank, 2011). 

Between the 16th and the 19th century, there was an extensive network of caravanserais 

along the whole network of trade routes in the Middle East and Central Asia. All of these 

caravansaries were built on a 4-verandas plan, which was the standard design for religious, 

public and domestic buildings at that time (Kiani, 1976). In Northern Iran, along the Silk 

Road between Tehran and Neishabour, on the Khorosan Road alone are over 25 caravanserais 

representing the Iranian culture and history but unfortunately they are not being maintained 

(Consider at Caravanserai, 2003). The revival of the Silk Road as a tourism project is one of 

the main goals of the Iran in order to boost the economy. Preserving the cultural heritage is 

part of the country‟s tourism strategy (IRIB, 2008). 

There are some Silk Road tours offered in Iran, usually between 10 to 15 days long 

(www.irantourcenter.com, www.irantraveler.net/, www.dornagasht.com and 

www.silkroadtours.com). Some trips available are longer as they include the Silk Route in 

Russia, China and the Stan countries. www.caravan-serai.com offers tours that visit 

abandoned caravanserais, but does not offer accommodation within the caravanserai. This 

highlights the gap in the market, as there is only one caravanserai in Iran that has been 

remodelled into a hotel.  

COMPETITION 

The main 5 and 4 stars hotels in Iran are situated in the major cities (Iran Hotels List, 1 

to 5 Star Hotels in Iran, 2012) and therefore there are not many hotels next to the 

caravanserai. This is an important advantage since tourists are obliged to travel a long time 

http://www.irantourcenter.com/
http://www.irantraveler.net/
http://www.dornagasht.com/
http://www.silkroadtours.com/
http://www.caravan-serai.com/


 

 

 

6 

before being able to find a suitable hotel. Competition will then have a reduced impact on our 

project, since we mix the facility with the historical sites. (Please refer to APPENDIX 2).  

DEMAND ANALYSIS 
The tourism industry is one of the sectors that can play a role in eliminating the single-

product economy (Lashkarizadeh & Zahra, 2010). Even though there is a demand for Iran‟s 

current offer, a strategy to highlight the Silk Road in Iran will help increase the demand for 

tourism. The identification of the target markets to focus on will be explored further in the 

“Segmentation” and “Targeting” section.  

SEGMENTATION  

 Amongst international tourists, the majority are leisure tourist due to the limitations on 

business tourism, resulting from the sanctions imposed on Iran by the international 

community and the closed nature of the Iranian market. (Euromonitor, 2011) Domestic 

tourists make up the largest segment of the Iranian tourism industry. Despite its size, the large 

domestic tourism market generates relatively fewer revenues than the international tourism 

market. This market makes up more than 3.5 times the size of the inbound travel segment 

whilst generating less revenue. (Euromonitor, 2011) This highlights the interest into further 

development of the international arrivals for its high consumer spending power injecting 

liquidity into the Iranian tourism market. 

 Examining the table showing arrivals into Iran by country of origin, the main 

countries that showed potential were: Saudi Arabia, Japan, India, Syria, Kuwait and Lebanon. 

(Please refer to APPENDIX 3) 

TARGETING  

The demand analysis distinguished target markets which proved of significant 

potential, these were then further distilled into an effective selection of target markets, which 

through sharing properties, can be expected to respond similarly to a proposed tourism 

strategy. The target markets chosen are: Saudi Arabia, Lebanon, Kuwait and Syria. These 4 

markets were chosen because of their growth potential (in the leisure segment) and their 

similarities in consumer culture.   

TARGETING STRATEGY 

Analysing the 4 target segments, it was found that 88% of the trips from these 

countries of origin come for leisure travel (Euromonitor, 2011). Further research directed the 

strategy towards a focus on leisure, cultural and religion-based offers (tours) (Ahmadi, 2012).  
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CHANNELS OF COMMUNICATION  

 In 2011, in the target markets, 91% of the travel retail sales were done offline 

(Euromonitor, 2011). According to this fact, a focus was put on a distribution strategy through 

offline distribution. Thanks to several partnerships with travel agencies located in the main 

cities of the target markets, a potential offer to the 91% market share of travel offline retail 

sale is recommended. 

 Most of the sales concerning the tourism in Saudi Arabia, Lebanon, Kuwait and Syria 

are done offline, mainly on travel agencies and booking directly to the hotel (Euromonitor, 

2011). The aim of this strategy concerning the promotion of the chain would be via 

established tour operators, allowing for promotional support, portraying a brandscape that 

would reflect the “Caravanserai Hotels & Resorts” brand image.  

FINANCIAL ANALYSIS 
 Restoration works for restoring and developing caravanserais are estimated to be 

around EUR 3‟000‟000. Similar project (Caravanserai restoration and converting them into 

hotels) in terms of size and state have had budgets between EUR 2‟000‟000 and EUR 

4‟000‟000 in Iran and Turkey (Preliminary Technical Assessement, 2008) (Project Fiche 

CBC, 2004). The Caravanserai hotel is estimated to be valued at approximately EUR 

7‟000‟000, according to two valuation calculations. (Please refer to APPENDIX 4).  

INVESTORS 
Target the Iran Cultural Heritage and Tourism Investment Corporation and Al Rayyan 

Tourism Investment Company (ARTIC) as (potential) investors, and Parsian Hotels as a hotel 

management company. Parsian Hotels were chosen as they have been recognized as the 

innovative leader in hospitality in Iran. They are a well-known hotel management company, 

successful in the luxury hotel sector. 

STRATEGY: CULTURAL ENRICHMENT  
The proposed strategy of employing cultural enrichment as a tool to attract tourism to 

the Silk Road destinations within Iran involves the preservation and promotion of Iranian 

cultural heritage sites such as the caravanserai. 

The caravanserai used to serve the purpose of providing travellers with 

accommodation, security, food and amenities along the Silk Trading Route. As this route is 
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no longer in use, these caravanserais have fallen into decay, and with it so has the cultural 

treasure involved with these historic sites.  

The first stage of the cultural enrichment strategy will focus on the salvaging of 

caravanserai along the historic silk route through developing them into `Caravanserai Hotel & 

Resorts‟. The sustainable development of these historic lodging sites will ensure the cultural 

value will not be lost whilst the local economy and environment are impacted positively.  

Whilst these positive environmental factors cannot be neglected, an almost more 

significant implication of this strategy will be the increased value as a tourism destination it 

will bring to Silk Road cities. The creation of caravanserai answer to a market need of high 

quality lodging, whilst simultaneously adding to the accessibility, and presentation of Iranian 

culture and history. Through providing a consistent lodging product along the Silk Road 

travellers can book their journey more confidently and consumer spending can be encouraged.  

In order to ensure the „Caravanserai Hotels & Resorts‟ will be developed in a manner 

that is environmentally responsible and sustainable, procedures and eco- standards must be 

established and enforced. This will involve local employment, local sourcing of products, and 

the encouragement of local and cultural activities, the preservation and respectful treatment of 

cultural heritage.  

The facets that will be the focus points of the environmental component of the cultural 

development strategy will be the correct management & development of human resources, 

cultural heritage & tourism infrastructure and the natural local environment.  

These key focus points will allow for a regional development that is both responsible and 

durable and that will ensure the profiting of both the local and global stakeholders. The 

monitoring of policies by government officials and local travel development organizations 

will ensure that clear strategic targets are met and that all stakeholders receive fair treatment.  

MANAGING STRATEGIC ASPECTS  

The strategy should develop and manage human resources, with a suggested policy 

stating that a minimum of 80% of the workforce must be Iranian, and ensuring that employees 

are treated correctly.  

The transformation of the caravanserais will all for the development and management 

of cultural heritage sites. Cultural heritage sites should be correctly preserved and restored are 

key to the restoration of caravanserai to their former glory whilst building capacity for the 

tourism industry.  
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The strategy aims to minimize environmental impact by employing techniques and 

technology to reduce the amount of power used (using passive cooling tools and key cards to 

activate power in the room), the amount of water used (use recycled water to flush toilet - 

shower and sink water) and the production of part of the electricity demand (using solar 

panels, people-powered gyms).  

Ensuring tourists‟ ease of access to technology in Iran can further enhance customer 

experience allowing for increased competiveness of this destination and allow for the 

achievement of objectives. Strategic technological planning should involve the doorstep 

delivery of local crafts such as Persian carpets for foreign consumers in their home country 

and the provision of Internet and phone services.  

STRATEGIC IMPLICATIONS 

STAKEHOLDERS 

The key stakeholders identified (Mendelow, 1991) were the government and the local 

population. This strategy will impact government agencies that work on national and tourism 

policies. Alignment of the tourism strategy and the development project with the strategic 

vision of the Iranian government is important in establishing mutual support. This strategy is 

aimed at the promotion the Iranian culture and the provision of adequate facilities to Middle 

Eastern tourists, which should serve common government interests. 

A key objective of the cultural development project relates to the development of 

human resources and the promotion of local employment. This should lead to the increased 

economic independence of the local communities, strengthened through tourism stimulation 

surrounding the caravanserai.  

These two stakeholders are key elements to the success of our strategy in the overall Silk 

Road UNWTO Project. It is therefore important to establish successful communication and 

negotiations to ensure stakeholder commitment and involvement. (Please refer to APPENDIX 

5) 

RECOMMENDATIONS 
Strategy Mission: To preserve and promote the Iranian cultural heritage through the 

existing middle-eastern religious and cultural tourism markets. 

 Use Value Drivers to their full advantage. 

The fact that every aspect of modern culture Iranian culture is deeply rooted in the 

country‟s history should be exploited through the clear communication of this rich culture 
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toward foreigners. Iran cultural and natural highlights must be emphasized in the 

marketing of the national tourism strategy as it allows for further differentiation and holds 

the potential to positively impact global image and international relations.  

 Employ extensive network of caravanserais to its full potential. 

Because caravanserais were an important part of the silk route for many different purposes, 

remodelling them into accommodation space allows for another dimension to be added to a 

traveller‟s experience. The collective marketing of the caravanserai will generate greater 

funds making international advertisement campaigns a viable option that could yield 

significant interest into the region. 

 Target Saudi Arabia, Lebanon, Kuwait and Syria. 

Examining the arrivals by country of origin, and taking into consideration the leisure 

segment and the potential of religious tourism, these 4 countries showed the greatest 

potential to enhance Iran‟s tourism industry. 

 Use mainly offline channels of communication. 

Most of the sales concerning the tourism in Saudi Arabia, Lebanon, Kuwait and Syria are 

done offline, mainly on travel agencies and booking directly to the hotel market.  

 Target the Iran Cultural Heritage and Tourism Investment Corporation and Al 

Rayyan Tourism Investment Company (ARTIC) as (potential) investors, and Parsian 

Hotels as a hotel management company. 

Parsian Hotels were chosen as they have been recognized as the innovative leader in 

hospitality in Iran. They are a well-known hotel management company, successful in the 

luxury hotel sector and their reputation can be used to establish a solid foundation for the 

Caravanserai Hotel & Resorts. 

 Manage the implication of the strategy. 

 Develop and manage human resources 

 Develop and manage cultural heritage sites 

 Develop and manage the environment impact. 

 Use technology to achieve strategic objectives. 

CONCLUSION  
 Iran has the potential of being one of the leading Silk Road destinations. This is 

because the “Caravanserais Hotels and Resorts, Silk Road” brand can be further expanded 

into the other Silk Road countries, as caravanserais are present along the entire route.  
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 APPENDIX 1 - ENVIRONMENTAL SCANNING  
The objective of environmental scanning is to gain insight into the business climate in respect 

to Iran and the Silk Road, in order to allow for the consideration of barriers & enablers, thus 

providing guiding parameters for strategic and marketing decisions to be made. 

 European sanctions and United States Veto on the World Trade Organisation raises 

barriers for Iranian companies to access international business (Euromonitor, 2011). These 

high barriers portray a distorted image of Iran to the general public as it could defer potential 

visitors from going to Iran.  

 There is a significant online culture in Iran, allowing for greater connectivity. This is 

an enabler as it can be used as a channel of communication in terms of marketing. Travel 

websites, such as TripAdvisor.com, are sources that people trust when searching online for 

reviews. Reading reviews and stories of past visitors’ experiences allows them to “get an idea 

of” what their own trip would be like. This means that bad reviews will negatively impact the 

destination and good reviews will boost a positive image.  

 Iran’s economy is heavily energy based, with oil exports accounting for 85% of all 

export revenues and for up to 70% of government income (World Savvy Monitor, 2012). 

Drilling for oil has heavy impacts on the ecosystem such as the reduction of air quality and oil 

pollution in the Persian Gulf. There is evidence that Iran is moving towards being more 

“green”, but greater efforts must be made to portray this new image to the greater public by 

organising events promoting sustainability and the environment.  

 To travel to Iran, an understanding and respect of the Islamic religion and the culture 

is needed. There are many laws that travellers need to know and understand when in Iran. 

Laws that include the dress code, photography, and aspects of the Islamic religion, such as 

Ramadan (UK Govt., 2012). 

APPENDIX 2 - COMPETITION  
The following is a map from Google Maps, highlighting the locations of potential 

competition (4 and 5 stars hotels) that are the closest to the caravanserai on the Silk Road. 
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APPENDIX 3 - DEMAND ANALYSIS 

SEGMENTATION  

Tourism – Arrivals & Domestic, Business, Leisure 

Tourist spending Of direct T&T 
GDP 2011 IRRbn Growth in 2012 Growth in 2022 

Business 12.70% 26,094 3.90% 4.10% 
Leisure 87.30% 178,830 1.90% 3.50% 
Domestic 86.30% 175,082 4.50% 4.10% 
Foreign 13.70%  -1.30% 3.50% 

(The Authority on World Travel & Tourism, 2012) 

 

Tourism – Arrivals by Country of Origin 
000 trips 2010 2015 Share 2010 Share 2015 Growth 2011-

2015 
Saudi Arabia  262.1 292.5 13.7% 13.1% 8.9% 
Other Countries of 
Origin  203.8 227.5 10.6% 10.2% 8.9% 

Japan   202.1 207.6 10.5% 9.3% 1.7% 
India   169.5 224.5 8.8% 10.1% 24.7% 
Syria   158.4 214.8 8.3% 9.6% 27.2% 
Kuwait   162.5 174 8.5% 7.8% 5.2% 
Germany   156 141.5 8.1% 6.3% -7.8% 
Pakistan   144.6 186.8 7.5% 8.4% 22.5% 
Lebanon   127.8 198.1 6.7% 8.9% 42.4% 
Spain   87 81.1 4.5% 3.6% -5.7% 
China   49.4 90.6 2.6% 4.1% 62.9% 
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UAE 48.7 54.8 2.5% 2.5% 10.7% 
Oman   34.1 39.7 1.8% 1.8% 13.4% 
Italy   27.7 25.8 1.4% 1.2% -5.8% 
France   27.2 25.3 1.4% 1.1% -5.9% 
Afghanistan   21.7 18.6 1.1% 0.8% -11.8% 
Russia   18 16 0.9% 0.7% -9.1% 
South Korea   8 6.4 0.4% 0.3% -16.9% 
United Kingdom   5.5 4.8 0.3% 0.2% -11.1% 
Poland   3.4 2.7 0.2% 0.1% -18.2% 
USA   0.4 0.3 0.0% 0.0% -25.0% 
Total Arrivals   1,917.80 2,233.40 21.5% 21.2% 13.0% 
Domestic Tourism   7,018.50 8,325.80 78.5% 78.8% 15.2% 
Total 8,936.30 10,559.20 100.0% 100.0% 14.7% 

(Euromonitor, 2011) 

APPENDIX 4 - FINANCIAL ANALYSIS 
VALUATION OF THE CARAVANSERAI HOTEL 

Room Rate Multiplier 
ADR €                                140 
Number of rooms 50 
Total Value of Asset €                    7,000,000.00 

 

The room rate multiplier is one possible way to valuate premises. It is calculated by 

multiplying the average daily rate by the number of rooms by 1000 and provides a rough 

estimate of the hotel, where ADR was estimated to be an average of other caravanserai and 

luxury hotels in the Iran. 

Valuation using Capitalization Rate 
Cap Rate 7.00% 
Stabilized NOI year 6 €                          486,295 
Total Value of Asset €                       6,947,077 

 

The valuation method of using the capitalization rate and the stabilized net operating 

income (NOI/Cap Rate), showed a very similar value to the Room rate multiplier option. For 

this approach, the capitalization rate was assumed to be slightly above the world average of 

luxury hotels provided by HVS, because the economic circumstances in the Iran are not as 

favorable as in Western countries 7% (Lloyd-Jones, 2010). 

The income statement was set up for the first six years in order to give an estimation 

of the profitability of the project. The cost percentages are estimates of luxury hotel averages 

and the tax rate in Iran is 25% (Tax rates, 2012). The projected NOI is positive and 
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continuously growing. Furthermore, once more caravanserais will be restored and converted; 

the positive effects of economies of scale will come into place, once the construction 

company and suppliers can be taken under contract and the concept can be copied over to 

more caravanserais. 

 

Income statement for year 2-6 

Grand Cayman Cash Flow   Year 1   Year 2   Year 3   Year 4   Year 5   Year 6  

 ADR   €         140.00   €            140.00   €             140.00   €            140.00   €         140.00   €          140.00  

 Occupancy  40.0% 42.0% 45.0% 48.0% 51.0% 54.0% 

 Growth  0.0% 2.0% 3.0% 3.0% 3.0% 3.0% 

 Number of rooms  50 50 50 50 50 50 

 Number of days in a year  365 365 365 365 365 365 

 Revenues  
     

  

 Rooms   €  1,022,000.00   €   1,073,100.00   €     1,149,750.00  
 €   
1,226,400.00   €1,303,050.00   € 1,379,700.00  

 F&B   €     766,500.00   €      804,825.00   €       862,312.50   €     919,800.00   €  977,287.50   € 1,034,775.00  

 Other   €      30,660.00   €       31,119.90   €         31,586.70   €       32,060.50   €    32,541.41   €     33,029.53 

 Total Revenue   €1,819,160.00   € 1,909,044.90   €   2,043,649.20  
 € 
2,178,260.50  

 
€2,312,878.91  

 
€2,447,504.53  

 Cost of Sales  
     

  

 Total COS Rooms   €     473,186.00   €     496,845.30   €       532,334.25   €     567,823.20   €   603,312.15   €    638,801.10  

Total COS % 46% 46% 46% 46% 46% 46% 

 Total COS F&B   €     459,900.00   €      482,895.00   €       517,387.50   €     551,880.00   €   586,372.50   €    620,865.00  

Total COS % 60% 60% 60% 60% 60% 60% 

 Total COS Other   €      12,264.00   €       12,447.96   €         12,634.68   €       12,824.20   €    13,016.56   €     13,211.81  

Total COS % 40% 40% 40% 40% 40% 40% 

  
     

  

 Gross Operating Income   €     873,810.00   €      916,856.64   €        981,292.77   €  1,045,733.10   €1,110,177.69   € 1,174,626.62  

  
     

  

 Unallocated Costs  €     349,524.00   €     366,742.66   €       392,517.11   €     418,293.24   €   444,071.08   €    469,850.65  

  
     

  

 Gross Operating Profit   €     524,286.00   €      550,113.98   €       588,775.66   €     627,439.86   €   666,106.62   €    704,775.97  

GOP % 29% 29% 29% 29% 29% 29% 

  
     

  

 Total Fixed Charges   €      41,942.88   €        44,009.12   €         47,102.05   €       50,195.19   €    53,288.53   €     56,382.08  

  
     

  

 EBIT   €    482,343.12   €      506,104.87   €       541,673.61   €    577,244.67   €   612,818.09   €    648,393.89  

  
     

  

 Taxes 25%   €     120,585.78   €      126,526.22   €        135,418.40   €     144,311.17   €   153,204.52   €    162,098.47  

  
     

  

 Net Operating Income   €    361,757.34   €      379,578.65   €        406,255.21   €     432,933.50   €   459,613.57   €    486,295.42  

BF + Lunch + Dinner   Year 1   Year 2   Year 3   Year 4   Year 5   Year 6  

 Cover  

 €              

70.00   €              73.50   €              78.75   €             84.00   €           89.25   €            94.50  

 Avg Check  
 €              
30.00   €              30.00   €              30.00   €             30.00   €           30.00   €            30.00  

 Revenues   €     766,500.00   €      804,825.00   €      862,312.50   €  919,800.00   €  977,287.50   € 1,034,775.00  
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APPENDIX 5 - STRATEGIC IMPLICATIONS 

STAKEHOLDERS 

 


