
From: Mansfield, Carol A.
To: Doug_Wetmore@nps.gov; Mike_Murray@nps.gov
Cc: Mansfield, Carol A.
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Date: 06/08/2011 08:29 AM
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Hi Doug,
SBA recognizes that we don't have to do the initial screening in their letter. SBA seems to be 
saying they would like us to anyway. For Yellowstone, that park has always decided to do the small 
business impact analysis, even though it is not required because the impacts are indirect in 
Yellowstone as well.  I attached the IRFA we just submitted as part of the latest benefit-cost 
analysis for Yellowstone so you can see what they are like.

I'm not sure how you and Mike feel, but it is true that (1) the IRFA isn't required (which SBA 
acknowledges), (2) in the benefit-cost analysis we discuss the fact that most of the businesses 
are small and that the impacts will fall disproportionately on the businesses that serve people 
who visit the specific ramps/areas most affected by the rule.  SBA quotes from the benefit-cost 
the statements that we made about the impacts on small businesses, and (3) it has been 3 years 
under the closures and the visitation and economic data suggest that there have not been big 
declines. 

The tax data are not adjusted for inflation, but inflation has been pretty low.  The economic data 
doesn't cover bait and tackle shops, do you know if there have been business closures in the last 
2 years? Have businesses contacted the park to say that the ORV rules are forcing them to close 
down?

Carol

Carol Mansfield, Ph.D. 
Senior Economist, RTI International
Social and Statistical Sciences Division
3040 Cornwallis Road | Durham, NC 27709
P 919-541-8053 
F 919-541-6683
carolm@rti.org 
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Economic Analysis of Winter Use Regulations in Yellowstone National Park

Section 6 — Small Entity Impact Analysis Under Baseline 2
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6
Baseline 2

This section assesses the potential for changes to the management of oversnow vehicle use in YNP to affect small businesses relative to Baseline 2. 


Changes to the management of oversnow vehicle use in YNP potentially affect the economic welfare of all area businesses, organizations, and governmental jurisdictions, large and small. However, small entities may have special problems in complying with such regulations. The RFA of 1980, as amended in 1996, and E.O. 13272 requires special consideration be given to these entities during the regulatory process.


To fulfill these requirements, agencies must perform a review to determine whether a proposed or final rule will have a significant economic impact on a substantial number of small entities. This section identifies the small businesses potentially affected by the rule, provides a screening-level analysis that assists in determining whether this rule is likely to impose such an impact, and provides an initial regulatory flexibility analysis. The analyses were prepared using RFA implementation guidance provided by other agencies (EPA, 2006 XE “U.S. EPA, 1999b” ; SBA, 2010 XE “U.S. SBA, 1998” ).

Baseline 1 (Alternative 1) is the official baseline for analysis of the proposed action alternatives for winter use in YNP. As discussed in Section 1, Baseline 2, which represents the rule in place for the most recent seasons, is also a logical point of comparison. Section 4 outlines the impacts on producer and consumer surplus relative to Baseline 2. In this section, NPS presents a discussion of the potential impacts on small businesses for Alternatives 1, 3, 4, 5, 6, and 7 relative to Baseline 2. 



6.1
Identifying Small Entities


Because businesses that offer winter recreational services are likely to be most affected, the focus of the analysis is on those firms. 

Small entities potentially affected by the management alternatives considered include companies providing snowmobile rental services, those providing guided tours (which are available for snowmobiling, snowcoach riding, or cross-country skiing), lodging establishments, restaurants, grocery stores, and other retail businesses. Because businesses that offer winter recreational services are likely to be most affected, the focus of the analysis is on those firms. 

For analysis of the small business impacts of these alternatives, NPS identified numerous companies providing recreational services in the area surrounding the park. NPS identified 20 different businesses that are authorized to provide snowmobile rentals and tours inside the park, 12 companies offering snowcoach tours, and 11 companies offering guided cross-country skiing tours through the park, although there may be others. The total number of unique businesses identified was only 36 because many of these businesses offer more than one recreational activity.


NPS identified 20 snowmobile rental businesses authorized to lead tours through the park., 12 companies offering snowcoach tours, and 11 companies offering guided cross-country skiing tours in the park, although there may be others. 


A number of these businesses have multiple establishments in the area. A large number of the snowmobile and snowcoach companies are located in West Yellowstone. Twelve offer snowmobile rentals, and 12 provide snowcoach rentals in West Yellowstone. Overall, 16 establishments owned by companies providing winter recreational services were identified in West Yellowstone. Jackson, Wyoming, was second to West Yellowstone in number of snowmobile rental companies, with 10 companies identified. 

The Small Business Administration’s (SBA’s) general size standard definitions for these industries (NAICS 532292—Recreational Goods Rental, and NAICS 561520—Tour Operators) classify companies with annual sales less than or equal to $7 million as small.
 When available, revenue estimates were obtained for the rest of the firms from ReferenceUSA (2010 XE "ReferenceUSA (2010" ). 

Using the SBA criterion above and available sales estimates, 16 out of 19 snowmobile rental shops and guided tour operators (snowmobile, snowcoach, or skiing) with available revenue estimates were classified as small businesses.


Among the businesses offering snowmobile, snowcoach, and/or cross-country skiing rentals and tours with available data, 6 have sales less than $500,000, 3 have sales between $500,000 and $1 million, 6 have sales between $1 and $3 million, and 3 firms have estimated sales between $8 and $11 million. Cross-country skiing companies are not directly affected by this regulation, but they may experience impacts on their business following changes in oversnow vehicle management. No information on annual revenue could be located for the remaining 16 companies identified. 

Using the SBA criterion above and available sales estimates, 16 out of 19 businesses offering snowmobile rentals or guided tours (snowmobile, snowcoach, or skiing) with available revenue estimates were classified as small businesses.
 For the purposes of this analysis, the remaining 17 companies for which no revenue estimates could be located were assumed to be small businesses. Thus, 33 out of 36 companies offering recreational services in the area were classified as small businesses. 

Although these rental shops and tour operators will be affected most directly, numerous hotels, restaurants, gas stations, and retail establishments may also experience an impact from the regulation. Because the primary direct impacts are expected in the equipment rental and guided tour sectors, revenue estimates for businesses in other tourism-related sectors were not collected. Instead, it was assumed that they are all small businesses.



6.2
Impact Analysis


Below, the potential impacts on small businesses of each alternative are discussed relative to Baseline 2. For the analysis, we focus on companies that provide snowmobile, snowcoach, and ski tours in YNP. The economy of the GYA is heavily dependent on tourists, so changes in visitation will affect lodging, restaurants, souvenir shops and other businesses that serve tourists visiting YNP in the winter. However, the impacts on snowmobile and snowcoach businesses will likely be among the largest and serve as an indicator of the impacts on other business sectors.

The SBA classifies businesses in the recreational goods rental and tour operators sectors as small if annual revenue is less than $7 million. The small businesses in YNP fell into three categories: (1) less than $500,000, (2) between $500,000 and $1 million, and (3) between $1 and $3 million (ReferenceUSA 2010 XE "ReferenceUSA (2010" ). Only three companies had revenue above $7 million.

The profit margins for the industry range from 3.9 percent to 8.7 percent, for an average of 6.3 percent (D&B, 2001). For each of the three size categories listed above, NPS calculated profits for the midpoint of the range using the average profit rate. Based on the average profit rate and the midpoint for the annual sales category, estimated profits for each sales category are as follows:


1. Less than $500,000: For businesses with $250,000 in annual sales, the average profit estimate is $15,750. 

2. Between $500,000 and $1 million: For businesses with $750,000 in annual sales, the average profit estimate is $47,250.

3. Between $1 and $3 million: For businesses with $2 million in annual sales, the average profit estimate is $126,000.

Table 6-1 shows the average change in profit for rental companies using the median estimate of total change in profit (producer surplus as measured in Section 4) and assuming 36 companies. For each annual sales size category, the ratio of the change in profit per business to estimated average profit for that size category (listed above) was calculated. Although there are no firm guidelines as to what constitutes a significant impact, some federal agencies have used profit ratios as a guide, while others have used a threshold such as 3 percent (0.30).

Table 6-1. Ratio of Change in Profit to Average Profit by Annual Sales Category for Each Alternative Relative to Baseline 2

		

		Average Change in Profit per Business

		Ratio of Change in Profit to Average Profit 
by Revenue Category



		

		

		Less than $500,000

		$500,000 to $1 Million

		$1 Million to $3 Million



		Alternative 1

		−$6,491

		−0.412

		−0.137

		−0.052



		Alternative 3

		$1,432

		0.091

		0.030

		0.011



		Alternative 4

		−$3,505

		−0.223

		−0.074

		−0.028



		Alternative 5

		$26

		0.002

		0.001

		0.000



		Alternative 6

		$516

		0.033

		0.011

		0.004



		Alternative 7

		−$925

		−0.059

		−0.020

		−0.007





Note: 2010 dollars.


Based on the results in Table 6-1, we discuss the potential impacts of each alternative below.


· Relative to Baseline 2, Alternatives 3, 5, and 6 are estimated to result in increased profits for the snowmobile and snowcoach rental sector. 


· Alternative 1 has the potential to generate significant losses for small businesses.


· Alternative 4 also has the potential to generate significant losses; however, if the same companies run commercial bus tours, revenue should grow rather than shrink.


· Alternative 7 may impose significant losses on businesses earning less than $500,000 in sales using the midpoint of the sales range ($250,000). For $500,000 in sales, the ratio equals 0.029. The calculations assume that the impacts are equally spread across all businesses. 


Affordability Analysis


An affordability analysis is an assessment of the ability of affected entities to meet costs imposed by regulatory policies. 


An affordability analysis is an assessment of the ability of affected entities to meet costs imposed by regulatory policies. In this case, the majority of small businesses identified are expected to have increases in revenue under Alternatives 3, 5, and 6. Thus, these businesses should be able to afford compliance with the regulatory alternatives. Alternative 1, which prohibits snowmobiles and snowcoaches, may affect small businesses, because visitation is forecast to be much lower relative to Baseline 2. Under Alternative 7, the very smallest businesses, with annual sales of $250,000 or less, may have difficulty coping with the loss of visitation by snowmobile riders and snowcoach passengers forecast relative to Baseline 2. From Section 6.1, there are at least 6 businesses with annual revenue under$500,000 in the GYA that offer snowmobile, snowcoach or ski trips.

One consideration is the cost of BAT snowcoaches. Alternatives 2 through 7 require BAT snowcoaches by 2014-2015 winter season. The 12 companies that offer snowcoach tours in YNP would collectively spend an estimated $5,090,000 by 2014-2015 to upgrade the current fleet, or an average of $64,000 per snowcoach (more details on the costs are in Section 3). If the costs were evenly divided between the companies, each company would spend about $424,000 to comply with the regulation. Under Alternative 1, the firms would not need to upgrade to BAT snowcoaches. However, firms that currently own snowcoaches would be left with excess capital if Alternative 1 was put into place.

Not all entrances will be affected equally by the alternatives. Compared with the baseline, Alternatives 3 and 6 would have the greatest positive effect on snowmobile-related businesses at the West Entrance because the greatest numbers of snowmobiles are allowed through the West Entrance under that alternative. Alternative 4 does not allow snowmobiles or snowcoaches to enter through the West entrance, but the commercial bus tours could bring a significant increase in visitation to the West Entrance. 


The East Entrance is only open to recreational snowmobilers and snowcoaches under Alternatives 2, 3, 6, and 7, as well as Alternative 5 through the 2018-2019 season. Alternative 4 closes the East entrance to snowcoaches and snowmobiles.

Alternative 4 only allows snowmobiles through the South Entrance and at Old Faithful and Norris. Alternative 3 allows for considerably more recreational snowmobilers to enter through the South Entrance. Alternative 6 allows for unguided snowmobiles trips, but most trips through the South Entrance are guided.


The North Entrance is open to recreational snowmobiling and snowcoaches under Alternatives 2, 3, 5 (through 2017-2018), 6, and 7. The number of snowmobiles allowed through this entrance is only a small percentage of total snowmobiles allowed to enter the park. These alternatives would have a small positive influence on snowmobiling-related companies located at the North Entrance. Most visitors to the North Entrance enter by private vehicle. Under Alternative 4, the commercial bus tours could increase visitation at the North Entrance more than the other alternatives. 


Disproportionality Analysis


NPS does not expect small entities to be substantially disadvantaged relative to large entities. First of all, although the entities identified vary substantially in size, over 90 percent of operators identified are small businesses. Second, most small entities are expected to be positively affected under Alternatives 3, 4, 5, and 6 relative to Baseline 2. Alternative 1, which prohibits snowmobiles and snowcoaches in YNP, would disproportionately hurt small businesses if small businesses derive a larger share of their revenue from oversnow tours than the few large businesses.

Business Closure Analysis


As noted above, small businesses are generally expected to have increased revenue under Alternatives 3, 4, 5, and 6 relative to Baseline 2. Alternative 1 may have significant impacts on small businesses, which could result in the closure of businesses that are not able to diversify. Alternative 7 may have significant impacts on very small businesses, and business closures might be possible. 


6.3
initial Regulatory Flexibility Analysis 


The threshold analysis was used to determine the expected impacts of the alternatives. The above discussion demonstrates that Alternatives 3, 4, 5, and 6 result in positive impacts relative to Baseline 2. However, Alternative 1 may result in significant impacts, and Alternative 7 may result in significant impacts on very small businesses. The impacts under Alternative 7 are expected to be much smaller than under Alternative 1. 


This is the basis for the initial regulatory flexibility analysis. Under Section 603(b) of the RFA (as amended), each regulatory flexibility analysis is required to address the following points: 


· reasons why the rule is being considered;


· the objectives and legal basis for the rule;


· the kind and number of small entities to which the rule will apply;


· the projected reporting, record keeping, and other compliance requirements of the rule; and 


· all federal rules that may duplicate, overlap, or conflict with the rule.


In addition, Section 603(c) requires a description of any significant alternatives that may reduce the regulatory burden on affected small entities. 


The regulations analyzed in the current report are necessary to implement a new rule to replace the temporary rule that covered through the 2010–2011 winter season. 


Reasons Why the Park Service is Considering the Rule. In May 1997, NPS was sued for allegedly failing to comply with the NPS Organic Act, NEPA, Endangered Species Act, and other federal laws and regulations. NPS subsequently settled the suit, in part, by an agreement to prepare a winter use plan based on an EIS. A ROD on the winter use plan for the parks was signed on November 22, 2000. The new rule was published in the Code of Federal Regulations (CFR) on January 22, 2001 (36 CFR Part 7). On December 6, 2000, a lawsuit filed by the International Snowmobile Manufacturers Association asked for the pending decision, reflected in the ROD and final rule, to be set aside on the basis of NEPA process infractions. The Office of the Secretary of the Interior negotiated a procedural settlement that became final on June 29, 2001. Through the terms of the settlement, NPS agreed to prepare an SEIS. The draft SEIS, published on March 29, 2002, examined two alternatives to allow some form of snowmobile access to continue: a no-action alternative that would implement the November 2000 ROD and another alternative that would implement Baseline 1 one year later to allow additional time for phasing in snowcoach-only travel.

On November 18, 2002, NPS published a final rule (67 FR 69473) based on the FEIS, which generally postponed for 1 year implementation of the phase-out of snowmobiles in the parks pursuant to the January 2001 final rule (66 FR 7260). 


The Notice of Availability for final SEIS (FSEIS) was published on February 24, 2003. The FSEIS included a new alternative, Alternative 4, which was identified as the preferred alternative. A ROD for the FSEIS was signed on March 25, 2003. The ROD selected FSEIS Alternative 4 for implementation, and it enumerated additional modifications to that alternative. 


On December 11, 2003, NPS published a final rule based on the FSEIS Alternative 4. However, on December 16, 2003, a DC District Court judge ordered NPS to implement the 2001 rule. In February 2004, a Wyoming federal judge temporarily halted implementation of the 2001 rule. A temporary rule was passed to cover the winter seasons of 2004–2005 to 2006–2007. Another temporary rule was passed for the 2007–2008 to 2008–2009 winter seasons. Finally, another temporary rule was passed for the 2009–2010 and 2010–2011 seasons.


The new management alternatives are being considered for the winter season 2011–2012. 


The Objectives and Legal Basis for the Rule. The proposed rule would implement plans to manage snowmobile and snowcoach use in YNP with restrictions on the number of snowmobiles and snowcoaches that can enter the parks daily, requirements for all snowmobilers to be on guided tours, and a requirement that snowmobiles used in the parks must meet BAT standards for emissions and noise and snowcoaches must meet BAT standards by 2014–2015.. These requirements would allow continued winter use of the parks while reducing the impacts on park resources and values from snowmobile and snowcoach use.

Snowmobile and snowcoach use in national parks is subject to the provisions of various laws and regulations, principally the NPS Organic Act, the Clean Air Act, Executive Orders, and NPS management policies and regulations. YNP currently has a park-specific regulations that designate areas and routes open to snowmobiles and snowcoaches. Although the temporary winter use plan allows temporary restricted access to oversnow vehicles, the regulations expire after the 2010–2011 season. Absent implementation of a new winter use plan, no recreactional oversnow access would be permitted. The new alternatives now under consideration would allow recreational oversnow access while protecting park resources and values.


The Kind and Number of Small Entities to Which the Rule Will Apply. The final rule would affect numerous small entities that supply snowmobile rentals, lodging, restaurants, gas, and other retail, each having $7 million or less in annual sales, in addition to other small businesses in local communities. There were 36 businesses offering snowmobile rentals, snowcoach rentals, and/or cross-country ski rentals identified in the region. Based on revenue data from ReferenceUSA for these companies, NPS estimates that as many as 33 are small businesses. NPS expects the final rule to have no negative impacts on all identified small entities as well as additional small entities that could not be identified under Alternatives 3, 4, 5, and 6. NPS expects that Alternative 1 may have significant impacts on small businesses. Alternative 7 may have significant impacts on very small businesses (with annual revenue of $250,000 or less), although the impacts are close to the threshold for significance.

The Projected Reporting, Record Keeping, and Other Compliance Requirements of the Rule. There are no reporting, record keeping, or other compliance requirements for the final rule. 

All Federal Rules that May Duplicate, Overlap, or Conflict with the Rule. NPS is unaware of any federal rules that duplicate, overlap, or conflict with the final rule.


Alternatives that May Reduce the Impacts on Small Businesses. Alternative 3 has the highest daily snowmobile limits and Alternative 6 allows unguided tours. These alternatives would most likely result in the largest number of snowmobilers visiting the park. Alternative 4 allows for commercial bus trips, which could benefit small businesses that were able to purchase a bus. Thus, Alternative 3, 4 or 6 would likely be the most beneficial to small businesses overall. 


Small businesses near the East Entrance and the town of Cody, Wyoming, would benefit long-term most from Alternatives 2, 3, 6, and 7 which allow snowmobile traffic through the East Entrance. Alternative 5, starting in 2018-2019 does not allow snowmobiles in the park, but would allow snowcoach tours through the East Entrance. The East Entrance will be closed to snowmobile and snowcoach traffic under both the no-action alternative and Alternative 4.



6.4
Assessment


Based on the screening analyses above and after considering the economic impacts of the snowmobile management alternatives under consideration on small entities, NPS concludes that management Alternatives 3, 4, 5, and 6 will have positive impacts and will not have significant negative impacts on small businesses relative to the Baseline 2 baseline. Alternative 1 is expected to have significant impacts on small businesses. Alternative 7 may have significant impacts on very small businesses (with annual revenue of $250,000 or less), although the impacts are close to the threshold for significance.
































































�Seven million dollars is also the threshold for restaurants (NAICS 722110) and souvenir shops (NAICS 453220) to be classified as small businesses. For hotels and motels, the threshold is $30 million. For gas stations without convenience stores (NAICS 447190), the small business threshold is $14 million. For supermarkets and grocery stores (NAICS 445110), the cutoff is $30 million. For gas stations with convenience stores (NAICS 447110), the cutoff is $27.0 million.


�Some of these businesses may be owned by the same parent company. When this occurs and information is available, revenue estimates are for the parent company. Some businesses have insufficient information on company structure, so these were treated individually.



















