CZECH REPUBLIC

COUNTRY MARKET PROFILE
SUMMARY

Czechs took 34.5 million trips abroad, either in the form of daytrips or overnight stays.  While many of these trips were to neighboring countries, this fact reflects that the Czech Republic is a nation of travelers making the population an ideal market for promoting tourism to the United States.      

Conversely, over six million overnight tourists visited the Czech Republic last year and estimates indicate that this number could rise by 10 – 12% in 2004.  As a travel destination, the Czech Republic offers a variety of attractions for tourists including many historical sites, spa towns and the city of Prague.  

I. MARKET HIGHLIGHTS & BEST SALES PROSPECTS

Market Profile

The Czech Republic has a population of about 10 million.  Since 1999, Czech spending on leisure time activities has increased by about one third.  This spending has been far greater than both the growth of the economy and disposable income.  This indicates that the amount of the average monthly Czech wage (about $600) spent on travel is quite significant.  The majority of this money is being spent on budget to mid-level tourism packages to other countries although there is a niche market for high-end Czech travelers.  

Another significant feature of the Czech tourist is that their minimum vacation time is four weeks as mandated by Czech labor laws.  Many Czech tourists like to use these four weeks all at once making them an ideal candidate for package tours that span the entire United States.

Back in the Czech Republic, there are many opportunities for U.S. companies interested in the lucrative Czech tourism market including hospitality training, hotel/restaurant franchises and travel services.  The market can be viewed in two pieces: Prague and the rest of the country.  In Prague, there are already a number of high-end hotels and restaurants indicating that more choices are needed for the mid-level and budget traveler.  Throughout the rest of the country, which boasts a number of UNESCO and other historically important sites, there is a lack of services and facilities at all price points.  

Regarding hospitality services, although the Czechs have made great progress in improving this since becoming a democratic society, there is still much work to be done to bring a western level consistency standard to the country.  

Regulatory Framework

Czechs traveling to the United States require a VISA.  The process takes roughly a month and costs about $100.  U.S. citizens traveling to the Czech Republic for stays up to 90 days do not require a VISA. Complete information on the VISA application process for Czechs and travel information for U.S. citizens can be found at: www.usembassy.cz
U.S. companies looking to establish a business in the Czech Republic need to follow the rules for setting up an entity.  An outline of these rules can be found at: www.czechinvest.org
It is highly recommended that a lawyer be used during this process to insure that all steps in this process are fully completed.  The U.S. Commercial Service in Prague provides a list of lawyers by request at office.prague@mail.doc.gov
For U.S. companies looking to setup a travel agency in the Czech Republic, there is also an additional requirement of having insolvency insurance that became mandatory at the beginning of 2004.  This came about from past recent experiences when various Czech travel agencies become insolvent during bookings that led to many Czech tourists being stranded in foreign vacation spots.

For those U.S. companies looking to expand into the hotel business in the Czech market, a new, voluntary program has started in 2004 for certifying the “star” rating program.  Organized by the Czech Tourist Authority, hotels and pensions can voluntarily submit information that certifies the services they claim to provide and that qualifies them for the number of stars they are rated at.  This information is then listed on the CzechTourism website at: www.czechtourism.cz
Best Sales Prospects

As already mentioned, there are two potential markets in the Czech tourism sector: 1. Attracting Czechs to visit the United States and 2. Opening a tourism/hospitality based establishment in the Czech Republic.

Regarding attracting Czech tourists to the United States, the most direct way would be to partner up with an already existing Czech travel agency.  The advantage of this is that a reputable Czech travel agency will already have a potential client base to tap into, the ability to operate in the local language and an existing business structure.  

Another option is to advertise directly in the local media to attract customers.  The Czech consumer is very advertising sensitive and an effective campaign can make a significant impact in this market. However, this will still require a local presence in the market so unless an agency is willing to setup shop on their own, they will still need to find a partner.  An effective tool for finding a local Czech partner is the Gold Key Service, a partner search service offered by the Commercial Service Prague office.  Information on this and other market entry services can be found at: http://www.buyusa.gov/czechrepublic/en/
For those looking to expand into the local Czech hospitality market that benefits directly from the tourism industry, they should consider the following prospects:

· Mid-priced hotels and restaurants throughout the country’s many tourist destinations.  In particular, there are opportunities for franchise - based establishments.  Prague is still the main tourism destination in the Czech Republic and the middle market holds much potential.

· The eastern part of the country (known as Moravia) has a need for tourist - based hotels and restaurants at all price points.  Once again, franchise based establishments should consider this region.  

In addition, the Czech Tourist Authority has started to publish tourism – based investment opportunities throughout the entire country.  A partial list includes the following:

· Hotel Perun, North Bohemia region (Northwestern part of the country), located in Hejnice (a significant place of pilgrimage, hiking, cycle paths and skiing), Selling price: 130 000 Euro /in the price a reconstruction to original condition project is included.  Renewals: about 1 340 000 Euro, Reconstruction of the whole building necessary, contact: lucie.podhorova@seznam.cz
· The Kotnov castle and former brewery area, South Bohemia (southwest part of the country), Tábor (A tourist-historical centre with numerous cultural and educational events complemented with amusement and relaxation activities (museum, exhibition venues, open-air theatre stage, archive, study rooms, congress hotel****), Price: 13 000 000 EUR, Written history since the 13th century, archaeology indicates even the Celtic age, progress during the reign of Premysl Otakar the Second – silver mines, in the 15th century – centre of the Hussite movement, from the 16th century rebuilding of the castle for brewing purposes, the beer was brewed here until 1982, in 1992 the premises sold in the small privatisation, later just rented out to small businesses, no maintenance or repairs, on July 1st 2001 passed into the possession of the Karel Dvorák firm, reconstruction started, contact: Ing. Petra Adlerová, dvorakfo@quick.cz
· Osoblaha Entrepreneurial Zone, North Moravia and Silesia (Northeastern part of the country), Greenfield site accessible by road, Price: 141 496 EUR, Recommended usage: Accommodation and catering, contact: Jirí Franc, starosta@cbox.cz
A complete list of all of these tourism related investment opportunities can be found at www.czechtourism.com.

Statistical Data

Below is the number of VISAs issued to Czechs for travel to the United States between 1999 and 2003.  The most common type of VISA issued is a tourism VISA (B VISA).  Other types are for students, exchange visitors, temporary work and other specific uses.  In many cases, the tourism VISA is valid for ten years.   
Year
Total VISAs Issued

Tourist VISAs Issued

2003
27,600


18,100

2002
29,800


19,800

2001
35,600


26,500

2000
40,100


33,000

1999
44,200


38,700

* Figures are rounded to the nearest hundred.

The number of tourists visiting the Czech Republic between 2002 and 2003 is shown below.  This table also outlines the number of foreign guests who stayed at hotels classified as tourism accommodation establishments as well as the number of nights they spent.

Year         # of Foreign Arrivals

# of Tourists at Hotels
# of Overnights

2003         87, 677

5, 224, 035

17, 240, 100

2002         97, 594

4, 742, 773

15, 569, 156

* Figures are in thousands of persons

II. COMPETITIVE ANALYSIS

Competition:

The following is a summary (2002 figures) of the top five travel agencies operating in the Czech Republic:

Company

Total revenues (USD)

#Outgoing Clients
#Incoming Clients

Fischer Travel

88,647,792.93


300,000

30,000

Cedok


73,884,392.25


500,000

         0

Exim Tours

39,865,874.00


  60,000

  1,500

Firo-Tour

33,199,808.74


  71,250

  3,750

GTS International
31,572,418.66


238,000

56,000

· USD figure is based on an exchange rate of 1 USD = 27.1123 CZK (Czech Koruna)

There are a large number of both hotels and restaurants already operating in the Czech Republic.  The Czech Statistical office keeps data on both entities but only by grouping them together, not individually.  The following are total figures of active enterprises in 2001 and 2002:

Year

Total Number of Active Enterprises (Hotels and Restaurants) 

2002 42,390

2001 42,554

U.S. firms:

American Express has the largest presence of any US company offering travel services in the Czech Republic at this time.  Other well - known US companies operating in the Czech tourism/hospitality market include Hertz, Budget, Hilton, Marriott, Ramada, Intercontinental, Radisson, Best Western, McDonalds, KFC and Subway.

IV. MARKET ACCESS

It cannot be emphasized enough that in order to be successful on the Czech market; U.S. companies should find a suitable local Czech partner.  This is necessary as Czech companies have the local contacts/connections, an understanding of the business practices and the physical presence needed for doing business in this market.  Without a local partner, access to the market is still possible but will take a much longer time and will cost considerably more in terms of startup costs.    

Interested U.S. companies should visit the Czech Republic and get a firsthand view of how the tourism industry works here.  Combining such a trip with participation in a trade show (see below) and using the US Commercial Service Prague’s Gold Key Service is an affordable, effective way to view the market, meet contacts in the industry and interview potential partner candidates.  

Trade Promotion Opportunities

* GO – 14th International Travel Trade Fair
REGIONTOUR – 13th International Fair of Regional Tourism
Brno – Exhibition Centre, Czech Republic

www.bvv.cz
* Holiday World  -- Central Europe's Premier Tourism Industry Event
Prague, Czech Republic

http://www.ite-exhibitions.com/
* It has just been announced that Prague has been chosen as the site of the American Society of Travel Agency’s (ASTA) travel agency conference for 2006.  It is estimated that three thousand leading travel service professionals will come to Prague during this time.  Information will be updated on ASTA’s website at: www.astanet.com
For further information you may contact:

American Embassy 

Commercial Service

Trziste 15

118 01 Prague 1

Contact Name: Mr. Ed Zawadzki

Tel: 420-2-5753-1162, ext:2040

Fax: 420-2-5753-1165

E-Mail: Ed.Zawadzki@mail.doc.gov

