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 ABSTRACT

“The international competitiveness of an industry is determined by its ability to sell
goods and serviees of higher quality and/or at lower cost than its competitors,
Therefore, issues relating to interational competitiveness can be conceptualised

~ through their impact on sustained industry profitability. Using this framework, an index
of international competitiveness is developed in this paper. The index is then applied to
the tourism industry using a case study where the mdustry § international
competitiveness is largely dependent on natural environment related attributes and
ussociated mgulanons. Complying with regulations can reduce competitiveness
because of increases in the costs faced by the industry relative to competitors
unaffected by regulations, However, it is also shown that compliance with xeguLmons
can also enhance the quality of natural environment related attributes - thus increasing
industry tevenue, Hence the impact of environmental xegulauons on.international

competitiveness depends on the outcome of thcsc two opposmg forces on industry
profitability,

0 Qonmbuted paper i‘or (lm 41" Annuul Con[‘«.um:c of thie Australian Agricultural and Rasourw
B(.onamic Soeicty, 20-25 January, Gold Coast, Queensland, ,
* All cotrespordence can be addressed to Mr Twan Huybers, Dr Arléne Ruthgrford or Assmiate
Professor Jeft Bennett, School of Economics and Management, University of New Sonth Wales,
Australian Defence Force Academy, Campbell ACT 2600,
The authors would like to acknowledge the contributions made by Ed Green of Reef?*pmm 2005
and the vperators who participated in the survey,



1. l’ntroducl.im\

Tourism from domestic and oversens visitors contributes 11% to Australia’s gross
domestic product annually (DFAT 1996). Tn 1996, Australian tourism export earnings
were over $13,000 million or uppmxtmamly 12,6 % of total Australian export catnings
(ABS). This represents a significant inceease from 7.5% in 1986 These export

earnings were ;ﬂsn approximately four times the individual export earnings of meat,
wool and wheat and 1.5 times the Australia’s expott cammg,s from coal (ABS), Whilst
domestic tourism is still predominant in the Australian tourism industry, inbound
tourism has been growing at a much faster rate (ABS, BTR), From 1987 to 1994, the
annual number of overseas tourists (visitor acrivals) has more than doubled - equating
to one foreign tourist per tive Australian residents, In 1985, the majority of Australia’s
overseas visitors Ouglmlt(,d from New Zealand (21%), the USA (17%) and the UK
(149%). However, since 1990, the majority of Australia’s overseas vigitors originated
from Japan (averaging 22% from 1990 to 1994) and other Asian countries (increasing
from 14% to 23% from 1985 to 1994),

Attributes related to the natural environment are the major draweards for Australia’s
tourism industey (Fluybers and Bennett 1996; Tourism Council Australia 1990),
Consequently, the links between the tourism industry and the environment upon which
it impacts (in potentially positive and negative ways) are direct, This feature coupled
with the rapid growth of Australia’s tourism industry and its location-specific and
seasonal nature necessitates a greater undensmndmg 2 of the relationships between
Australia’s tourism industry and the environment - particularly in the development and
implementation of environmental regulations (Forsyth and Dwyer 1996‘ Department of
Tourism 1994, 1992; Tourism Council of Australia 1990).

A measure of the impast of proposed environmental policies on the intemnational
competitiveness of Australia’s tourism industry at a microeconomic level would be a
useful decision making aid (Hitchens et al, 1992). Such a measure would also have
wider application to other Australian industries where government environmental
regulation and other factors affect international competitiveness. One way of
measuring impacts on competitiveness is through the development of aquanhtauve
index of competitiveness. In developing such a quantitative index for use in the tourism
industry, a theoretical analysis of the concept of international industry competitiveness
and means of measurement was initially undertaken. As a result, an index was
developed and tested for its theoretical consistency and practical feasibility meg Far
North Qucensland tourism as i case smdy. In thc next aecﬂon, A bnef ovzrvxe.w of the

bya discussion of environmental rcgulatxon and its pnss;blc effeots on mwmanonal
competitiveness, Section four gives a summary of existing competitiveness indicators
and outlines the index used in this study, In section five, an overview of the case study
and its results are presented, Finally, the 1mphcat10ns for further tectmg and index.
development are discussed,

* Total ndﬁouai cxpéndiinm fdr mc industry was over $43,000 miltion in 1996 with th nustey
employing 500,000 to 600,000 people or 6.6% of the workforee, ,



2 Comparative Advantage, Competitive Advantage and International
Competitiveness

Driven by technological advancements in transport and communication, national
economies are becoming increasingly integrated - a phenomenon encapsulated by the
term “globalisation”, An important consequence of globalisation is increased foreign
competition - in both fina) and intermediate goods and services markets (Falconer and
Sauve 1996; Rutherford 1996). The benetits which may be realised a8 a result of
increased foreign competition include a faster pace of domestic economic change and
increased pmwmthty resulting from competitive pressures to stay in business as well
us improved opportunities to leam new technologies and management practices, The
extent to which such opportunities can be translated into improved international
competitiveness depends, to some degree, on the adaptive capacity of economies

which may be enhanced or stifled by various regulatory institutions (Traxler and Unger
1994).

The wraditional notion of international competitiveness in economic theory has centred
on the theory of comparative advantage and opportunity cost. However, in an
incrc:l.sing,l y competitive environment, how a nation's resources are created and utilised
is of equal, if not more, importance than a nation's exploitation of its inherited resource
endowment to the economie prosperity the nation (Thurow 1994; Petit and Gnuegy
1994; Rutherford 1994; Krugman 19913 Porter 1990). This literature explicitly
recognises that the firms which opecate in a nation determine the competitiveness of
that nation and are also dependent upon i number of characteristics of that nation for
their competitiveness. In addition, more emphasis has been given to the temporal
aspects of competitiveness and varying market structures ie. competitiveness for firms
in a perfectly competitive environment will be different to competitiveness in a
monopolistic mirket structure,

Shortcomings in the ability of traditional economic trade theory to explain “non-
compatative udvantage” based trends, such as intra-industry trade and the existence of
mulnnatmnal com panies, has led to the recent development of “new international trade
theory™.* As a result of the successive relaxation of a number of the 1
assumptions embodied in the traditional theory (it:.. the existence of pcri‘ﬁct
competition, the absence of technical progress or innovation, the abserice of
production 4s & process and the immobility of production factors), ore of the
“richness” of competition has been encapsulated and more of the modern paradoxes
explained (Sachwald 1994),

Literature in the field of international competitiveness concentrates on evidence
gathered in manofacturing industries with [ittle or no attention given to agricoltural or
service industries. In this paper, this gap is filled by focussing on u particular Australian
service industry - tourism. Australia's tourism industry operates in an inereasingly
globally compmiﬁvc environment. For example, the Great Barrier Reef is in diw‘c‘t

* e, dzx leva mtd Pints (i994> review du“mumw i mwsures of competitivencss wilh mpbasxs
on muitinationnls,



competition with destinations like Vanuaty, the Solomon Island, Fiji, Bali and Hawati,
The tourism product s, however, by no means a homogeneous product whose
competitiveness is solely based on relative prices, Being able to offer a low-priced
product - because of Jow costs of production - does not guarintee sustiined
competitiveness if the overall quality of the other product characteristics is not
sufficient to - reate demand, Hence, international competitiveness is based on an
industry’s ability to sell goods and services of higher quality and/or at a lower eost than
its competitors, leading to sustained industry profizability,

3. Environmental regulation and international competitiveness

Governments are often involved in ne régulation of the use of environmental
resources, The rtionale for government regulation and its subsequent effects on the
international competitiveness of affected firms will be discussed below., "There are,
however, circumstances under which voluntary seif-regulation of environmental use by
businesses occurs, Voluntary environmental protestion and enhuneement may be a
rational business strategy that yvields financial rewards and improved competitiveness.
Gallarotti (1995) argues that muny opportunities exist for managers to profit from
environmentally sound strategies that are independent of public pressures - refuting the
traditional view of “environmental deag™ on business (Sunchez and MeKinley 1995).
Sorsa (1994) also contends that, “contrary to common perceptions, higher
environmental standards in industrial countries have not wnded to lower their
international competitiveness”.

Opportunities for cost reduction have had a reinforeing effect on the voluntary
adoption of environmentally sound strategies by firms and industries. Examples include
low-butk pmducugn and packaging, limiting the use of energy and raw materials,
recycling and reusing encegy and materials, substituting non-hazardous material for
hazardous ones and maximising containment and improving quality control and by-
product use, Pro-gnvironment strategies may also enbiance managerial and

organisational skills by encouraging familiarity with all operations of a company and
industry links, '

On the demand side, markets may be better penetrated, maintained and even dominated
as a result of “environmental product differentiation” rather than purely price based
product competition, This may b particularly true for “early movers' who act to
implement such strategies prior to official government intervention (Stevens 1993).

For exaraple, Gallarotti (1995) quotes numerous market studies which
“overwhelmingly show that consumer preferences have shifted toward environmentally
sound products (and concomitantly away from environmentally unsound products),

and that this shift is neither ephemeral nor faddish”, Successfully nmplememcd pmduct :
differentiation not only makes environmentally sound products more price inelastic, it
can make entry into an indusiry by potential competitors more difficult and earnp
company exclusive rents while othiers are catching up - particularly in terms of



obtaining consumer loyalty (Sanchez and McKinley 1995; Sotsa. 1994; thbhcm, et xﬂ
1992).*

Seif-regulation is also possible at the industey level. For example, the Tourism Couneil
of Australia (TCA) - Australia’s peuk tourism indm;try body - in consultation with
environmenialists, government officials and tourism industry représentatives,
established environmental guidelines for tourist developments to “demonstrate to the
industry that good environmental management équals good gencral management and is
necessavy fur the long rerm vinhility of the Australian tourism industry” {TCA. 19903,

Despite the possibility of private incentives for self-regulation of environmental

resource use, voluntary actions alone eannot always be relied upon. Government
intervention may be justified when an environmental resource is shared by more firms.
An example with respect to tourism is the case where operators commonly use a forest
or a beach in their operations. Unless there 5 an agreement between the operators,

there is little incentive for individual operators to moderate their impact on the

resource since they know that this will not necessarilv be matched by their competitors,
In this case, there is a rationale for the government to introduce environmental
regulations (e.g. operator permits or environmental management fees) o reach the
cornemon goal of forest or beach maintenunce,

Government intervention may also be justified in the case of externalities, the situation
wherein a decision is made on the basis of the cost to the decision maker only without
consideration of the total social cost involved, An example regarding tourism is the
case where an operator's waste disposal pollutes the local beaches und ereates
inconvenience 10, e.g., the local fishing industry. This may induce the government to
impose waste disposal regulations with the aim of changing the operator’s behaviour,

However, the complexity of regulation, delays in decision making by authorities and
uncertainty regarding future fcgul’atinns are eited as the major regulatory related
problems by tourism operators in the Australian tourism industry (Huybers and Bennett
1996). Therefore, there would appear to be g tradeoff between government imposed
environment protection and the structural rigidities and inefﬁcicnms that result from
government regulation (Traxler and Unger 1994),

In this paper, the impacts of government unposcd environmental regulations on
international competitiveness of Australia’s tourism industry ate investigated. These
impacts may be canceptualised through a simple muarket model of supply and demand
curves, Sustained or improved eénvironmental protection as a result of government
regulation may enhance the attractiveness of the industry, .g, through an énhanced
reputation 4y 4 “green” destination, This represents an upwaurd shift of the demand
curve. However, environmental compliance costs cause the supply curve to shift

*’::

S Porter (1990) tlescribed pmdnct differentiation as one of seviernl getieric stratcgics thiay busimsscs
use (o gain 4 sustainable competitive ndvantage i product or service matkels. Sectors wh
more difficully in gaining a competitive advantage from produet differentiation include primary
agrienltural and resource-based commodities such ns minerals, Structural competiveness hos bcnn
coined to summurise such non-ptice xlz.términnms of wmpcuuvcnczs (Sachwald 1994),




upward as well.® The i’tct impact on the industry depends on the rclamve magnitudes of
the shifts in the curves.” The industry could benefit from the regulation if a relatively
small shift of the supply curve would be more than offset by a relatively large shift of
the demand curve. In the next section it will be shown how the varions determinants
for the shifts in both demand and supply cutyes are incorporsted in an index of
competitiveness.

4, Indicators of infernational competitivencss

A survey of the lirerature revealed many different indicators of international
competitiveness {including measures of competitive advantage and comparative
advantage). No single measure developed has been capable of capturing all of the
information on the factors determining competitiveness at any level, All of these
indicators can be grouped on the basis of the level at which international
competitiveness is being considered (ie, country, industry, sector or firm), the factors
considered and the type of data gathered (ineluding quantitative and/or qualitative
information), For emmplc, competitiveness at the country level, may be defined as the
ability to sustain, in 4 global conomy, an acceptable growth in the real living standards
of the population with an acceptably fair distribution, while efficiently providing
employment for substantially all wha ean and wish to work and doing 5o without
reducing the growth potential in the standard of living of future generations (Hickman,
1992). ;

The most common indicators of international competitiveness are at the industey Jevel
and are based on relative volumes of foreign trade und investment (Table 1), Country-
based competitiveness indicators that have been widely used are based on a ~
combination of quantitative and qualitative information such as those used by the
World Economic Forum (WEF) and the International Institute for Management
Development (IMD), Qther indicators such s real exchange rates have also been used
to make inferénces about the international competitivensss of countries,

In this study, the mtcmanonal, compckxtivfmcsg of a sector within Australia’s tourism
industry was the primary level of investigation, Most of the given industry indicators
of international competitiveness are based on export market shares and levels of
foreign investment (6.2, Dunning, 1977), Kasper (1994) ¢mphasises relative industry
profitability as a measute of compctitivmmsm He argues that the location of production
and investrent is detemmed by refative proﬁtabiluy prospects.

6 Envimnmeulal cc:mphmm costs in Australia's tourism industey are estimated (o e (on average) 4.9
per cent of total busivess costs (Huybers and Bennett, 1996,
Wote that advertising using the *green’ image may result in product depiand brepming more

u:cslastim See, e.g,, Goddard et al, (1993, Yaw (1992), (Conboy and Goddard 1991) and Rumeﬂ‘ord
1989)

The profitability or promotion is depetident on e consumer’s rcéponsivenm i changczs in px&w and

advertising, which, in turn deépend on the structire of the advertising rrogram and how: tlm product is
viewed by the consumer



Table 1

Summary of indicators of international competitiveness

fwwﬁglt['“

Cumpetitivenass index ‘
aggregate of weighted qualnnrm and
quantitative factors - country)

Intemational Instituts for Management

Development (1996), World Economic
Forum (1996)

Reveuled comparative advantage Bulassa (1965)

(cxport index - industry) , ATy NS
Revealed comparative advantage Deardorff (1980)

(net export index - industry) e
Competitive advantage index Porter (1990)
(combined export market share and ~

foreign direct investment - industry) B R S
Net competitive advantage index Dunning (1977)

(combined exports, imports, inbound and
outbound foreign direct investment «
industry)

Business gmw? mmpenuwne S (BGCY
(combination of indicators ipeluding
growth in 1 business’ global sales or sharg
of o plobal macket - industry)

| Sunchez and McKinley (1995)

Internut-onal Competitiveness

(ratio of profitability of domestic industry
profitability 1o profitability of industry in
competing lorations overseas - industry)

“Kasper (1994)

Others:
Real exchange rates
Relative doaestic price

Relative rate of retom (productive capital

assets in the business sector)

Relative productivity growth rates (capital

and labour)
Relative export prices (manufactures)

[ Anstralian Chamber of Commerce (1992)

Relative unit labour costs (manofactudingy |

Vhilst these indncamm provide & measure of international mdussry competitiveness,
little insight is gained into the factors leading to the results, The WEF/IMD type
indicators explicitly consider these factors but focus mainly on supply side factors,

The index of international compcumveness adopted in this study is 2 combination of the
WEF/IMID approach of using weighted factors related to international competitiveness;
Kasper's (1994) emphasis on relative industry profitability; and an explicic
consideration of demund side factors, The index is constructed by obtaining vamms

data from each firm in the sample;



- The virious fagtors (F)‘ of competitiveness are prouped into demand side factors
(both area specific and operator specific), cost factors, and general factors,

- For each factor the importunce (1) to the fitm’s 1<mg et profitability is obtained,
This is recordad on a rating seale from O to 4, ranging from not important to
extremely important. ,

- The perfurmance of exch factor 15 obtained on 4 rating seale from »3 (very
unfavouratle) 1o +3 (very favourable). This rating is gives for each of two
sitvations: the eurrent satuation {Py) and an alternative situation (Py),

- For gach of the two situations an index (ID) can be derived a5 4 weighted
performance rating using the importance figures us weights:

IR
=l

™

(4-h)

Dy e b

1

113;', a2

This index ean be calenlaied overall (across all factors F) or separately by subgroup
(e.g. for wrea specific demand side factors only)
- 'The above is done for cach firm sur w‘yecl after which a sector average is calculated,

International cor npemwenw isa ml*mv:: and dynamic coneept, i.c. changes in the
indices are of more relevance than their absolute valoes. In particular, the focus of this
study was the investigation of the effects ¢f enviroamental regulation on international
competitiveness, Therefore, the important results are the chanpes in the Indices - :
caleulated with and without the impact of environmental regulation - rather than the
size of the indices themselves.

The index is a “snapshot” of a situation in a particular sector at a particular pointin
time. This implies that a compurison of indices is possible of the same subjest at

different points in time {as above) or between different subjects at the same point in
ﬁmet

The met!mdology of obtaining the index is based on the pcrccptmns of the
representatives of the firms in the sample, The appropriatenese of the use of perceived
importance and performance ratings can be checked with regards to the demand side
factors, This can be done by obtaining importance and performance ratings for each of
these factors from consamers; caleulating average weighted performance r"atings for
each of these factors (following the same methodology as above); and comparing t}w
latter with the perceived producers’ ratings.”

”'1 ms is amy possmmu lor tlxc mumuon with environmental regulion since this s the 5iwau0n the
consuinicrs have expericticed,



5. Case Study: Far North Quecnsland Tourism Industry
Background '

In order to test the theoretical soundness and practical feasibility of the international
competitiveness index, 2 pilot study using Far North Queensland's tourism industry
was undertaken, The methodology was used to measuie the impzmmi? environniental
regulations on the international competxtivcxms<s of toungm operators in the region,
Opemtow have to comply with varieus types of environmental regulation (including
operator’s permits and waste disposal regulations), These ~rgulations are administered
by government at all levels (including the Queensland Deparuaent of Environment and
Heritage) as well as by the C‘u: it Bairier Reef Marine Park Authiority.

Survey

Quuntitative data relevant to the caleulation of the intetnational competitiveness index
tor Far North Queenstand’s tourism industry were collected from both tourism
operators and visitors in the region in October of 1996, This was achieved through
personal interviews using two different questionnaires: one each for operators and
visitors, The representatives of the operators were either the owners of the firms
themselves (for the smaller sized firms) or general managers (for the larger companies),

A sample of eight tourism operators from Cairns and Port I:)quglns was obtained for
analysis. These operators, ranging in size of operation from small to very large,
represent 4 broad cross-section of the apcmtor*s in each of the major tourism industry
segments in the region de. cruising and diving boat operators (5), mainland resort
operators (2) and combined resor t/boat operator (1), In Bar North Queensland, four
large cruising and diving boat operators (capable of carrying between 200 and 500
visitors per day each) command 80 percent of the local markst of 900 000 annual
visitors to the reef and two of these were included in the survey. In Port Douglas,
there were 8 smaller sized cruising and diving boat operators ~ 3 of which were
included in the survey.

The data collected from operators for the caleulation of the competitiveness index

included:

- The importance mtmg of each of the listed factors in the long-term proﬁtabﬂi&y of
their business; and

- The performance rating of each of these factors for two different sitations, The
first situation was the one with environmental regulations in place, The second
situation was the alternative situation had there been no environmental regulations,

The information obtained from this sample was averaged across all the different types
of tourism operators fsm'vcycd to give the weighted overall raung of international

competitiveness of the tourism industry in the case study region in the two different
situations,



A sample of thirty-two visitor respnnqc:tz wis obtaim-d by conducting interviews at
Cairns international airport (with the assistance of a Japanese interpreter), Caims
domestic airport and the Cairns bus depot. The sample of visitors included both
domestic and oversens visitors, Australinn tourists van substitute domestic tourism for
overseas tourism (and vice versa) and hence obtaining information on the determining
factors for their choice of destination needs to be included in the determination of an
indicator of international competitiveness,

The main data collecied from visitors to the area were the importance and performance
ratings of area specific demand factors invalved in their decision 1o visit the urea (in the
curtent situativn with environmental regulation), These factors coincided with the
factors listed in the operator questionnaire for compirative purposes.

Results

nal Competitiveness

Table 2 displays the overall results of the application of the international
competitiveness index to the Far North Queensland tourism industry. It shows that the
aggregate index of international competitiveness with environmental regulation (0.99)
is lower than the index without environmental regulation (1,23) (seo bottom ling of
Table Z). In other words, the degree of international competitiveness appears to have
fallen as a result of government environmental regulations, The reasons behind this
result can be understood through an analysis of the changes in the indices of each of
the individual categories comprising the overall index.

Impagt of Environmental Regulations on Intemati

Operators perceived environmental regulation as increasing their costs, This is
~flected in the decrease in the aggregate index of cost factors by 198, The fall in the
cost index was particularly atiributable to changes in the factors such as the Reef tax (-
4.50), maring vessel permit fees (+4.00), mwagc, trealmant/diﬁpasal {+3.00),
construction costs (-2,00) and waste disposal (-2.00),

Environmental regulation also adversely affected other general supply factors,

particularly the certainty of sceured property rights (-2, 00) and the relationship with
regulating authorities,

Conversely, on the demand side, operators indicated that environmental regulations
had improved the competitiveness of demand related factors - an increase in the
aggregate index of demand factors of 0,21, The enhancement of demand side factors
wag particularly true for area specific features such as the flora and faung (+2,14), the
designated protected areas ((+1.57), the cleanliness of the beaches (+1.25), the
diversity of wildlife (+1.14) and the cleanliness of the Reef (+1,13). These results imply
that government regulation of the use of these common resources has actually
enhanced the atiraction of Far North Queensland as a tourist destination,

? The wxdy wis undmmn fiot !m;g after thie annoneemiznt mfan iricrease i the Reef mx from $1 10
$6 per visiior, This may have resulled in hissed rc&mﬂm ngﬂfding thig cost factor,

LU




With respect to operator specific demand factors, operators’ indicated that
environmental regulation had had a nepative effect (aggregate index change of <0,35),
This was particularly the ease for two factors, Firstly, mooring regulations were seen
to have compromised the safety of divers (1 decrense of 1.86)."° Secondly, the price -
one of the chicacteristics of the tourism product - was percelved to be Jess coms~ttive
as a result of environmental regulations. This represents the (full or partial) puss
through to customers of complianee costs, On the other hiand, factors such us operator
reputation (+0.57) and promotion (+0,43) had been enhanced by environmental
regulation. The reason for this may be that sperators were able to eapitalise on
improved environmental quality of the arca by using this development as a promotional
feature. Nevertheless, these positive efferts were outweighed by the negative impacts
un safety and price. '

It may be conciuded that the positive affect of environmental regulation on the demund
side 18 perceived us being overshindowed by the negative effect of regulation on the
supply side. The averall result was an overall reduction in the industey’s international
sompetitiveness in the region,

Comparing vperator snd visitor responses

To assess the apprapeiateness of using operators’ perceptions of the specific demand
side fuctars given in the questionnaire, their importance and performance ratings were
compared with the views obined from the visitors surveyed, This was done for the
area specific: factors common to both questionnaires, The operators’ perceptions were
fairly strong reflections of their elivnis’ views.'!

Interestingly, 31 of the 34 average Tmportunge scores given by operators for each
factor were equal to or higher than those given by visitors, OF these, the largest
differences accurred In the Importance rating of the cost of long-distance transport;
area promotion; the general price level; and the navelty of the area. This suggests that,
in making their decision to visit the area, visitors place less importance on the general
price level, the price of airfares, aren promotion and novelty value than operators
perceive « the Jatter two results possibly arising as n result of repeat visits to the aren
by tourists, Visitors also generally tated the performance of the area specific demand
side factors as belng more favoutable than operators perceive, The largest differences -
with a visitor rating higher than that of opeérators - oceurred In the scores for the
general price level and nrea reputation,

In light of these results it seems justifiable Lo use operators’ perceived ratings of
importance and performance of the factors of competitiveness in the construction of
the competitiveness index,

'O Tu s to he noted that these concerns were xpressed by the smaller sized diving operatogs only,

" Far the importance ratngs, the difference between tie seores given by operalors and visitors were
less thin 0.5 Tor 13 factors, between 0.5 nnd | for 13 factors, between [ and. L5 for 7 fnctors and equal
(02,5 for | factor, [ terims of the pesformarce titings, there was o difference of less than 0,5 for 20
factors, besween 0.5 and | for 2 fuctors and greater thim 1 (up to 1.3) in only 2 cases,

BTE



Table 2 Competitivenoss Index | b N
) ' R [With |Withatit Change In index
e . |Envirenmentali Environmentall “*
) Regma on  _iRegulation |
1.0 129 02]
| Area apu,:itwt;mmanu {amﬂm e i
Area promotion o N 0.75 0.63 013
Area reputation/image, 120 1,00 0,20
Avaliabiilly of local ransport 0,14 0.14 029
Baaches (cleantingss, unspoill) 1.88 (2,63 1,25
Beaches (crowdedness 1,78 118 0,63
Climate/weather 1.71 1.7 0,00
Cosi of local transport 0.71 0.67 0,14
Cost of long-distance transpor »1.00 ~1,00 0,00
Cultural aitractions {2.g. museums, art gallerles) 0.88 0.76 0.13
Distance from visitors' home 0.50 «0 B0 0,08
| Entertainmaent/nightlife -0.43 0.00 -0.43
Exchange rata 0.57 0.29 0,29
Feeling of remoteness = 0483 +0.87 1.50
Flora and fauna ' 2.44 0.29 214
Friendliness of local community .29 1.86 0,43
General price lavel 0,14 1,00 1.4
Health and hyglene standards 2.25 50 0.76
Indigenous culture ' - 1,60 1.80 0,00
| Visitors' natlva languada spoken Q.83 0.83 0,06
Novelty of area o visitors 181 147 0.57_
Outdoor and sporiing fadiliiias (e.. scuba diving N 2.63 1,68 0,76
Presenca of designated profected areas (e.g, National Park) 2,71 14 1,67
Proximity 1o airport o 1.67 1.57 0,00
Hainforest (accessibility) 1,26 2.00 075
Ralnforast (cleanhiuss, unspoilt) 238 138 1,00
Reef (accassibilityy 1,78 .63 043 °
Fger (Mexnliness, Unspoil 225 1,13 48
Safety/Political stabiity 143 167 014
Sovaral affractionis In closs vlclnitv A A _0.00
Shopping. AR 071 0.71 ~ 0,00
Special evenis/ioativais 029 043 014
Visa requiremonts _ 044 014 000
Wildilfe (accessibility) 129 100 | 029 |
Wildlite (diversity) 186 071 R -
Area spacific demand factors, aqgregate " 1 143 100 1 048




With_____ [Witholi ___[Change Inindex’
Environmentall Environmental] ——
Regulation |Regulation

Operator specific dermand taelors:

Budgel fravel faciligés B R B 133 1 770,00
Childcare facilities ‘ Gl , po..075 v 075 | 000
Comfort ; , 1.86 186 1 000
Competitive price ; L : 0.29 186 | A57
Conference facilities 075 | 075 000
|Convenient time scheduhng of aperatwnslfacxhties o 1.43 o b 0,29
Customer service ; 1.86 229 048
Dining ; fo 2.00 - R00 0,00
Entertainment ' 1483 1,33 0,00
Environmentaiiy friendly design of facilities (aesthet cs) 0.40 080 | -040 - |
Environmentally friendly operation of facilities ; 1.86 174 1 014
Luxury i...083 & 417 1 -0.33
Member of established chain : o075 ) 075} - 000
Visitors' nalive language spoken ‘ oA 4 117 1000
| Operator promotion e ' ; 200 | 143 | 057
Operator reputationfimage = v {257 234 . 043
{Organised excursions/guided tours o 1.57 ] 214 0,67
Qualified tour guide , L ' 457 b 244 | 057
Safety ST 071 | 257 | 188
Sporting facilties i N o boiec 1 128 026

[Operav; spediic demand fagtors, aggregate | 186 | 180 | 035

|- Costfagiors, afgregate " TTTUTTROAA | dar | 88

[Construction costs o e ' | -140 060 | 200
Priceotfand 125 - 0E0 1 <175

Price of equipment: | | |
Marinevessels -~ o 020 | 140 |  -160

Divinggear 160 | 200 | 00,
Kiichenequipmertt | 000 | 000 [ 000 _ |
Fumtoe 1000 | 000 | _ 000

{Other . ol 000 | 200 | - -200
‘Labounplofessional(eg cooks) 025 | 025 | -000

Labour, seml/non-professional 1 025 | 025 | 000
Labour, administrative and manageﬁalﬁ 025 026 | ~ 00C
Depreciation/frequency of replacement | 040 | 080 | _ -040
Interest e oy 083 o33 1 000
Cleaning/lLatndry sevices 1 067 | 180 |  -083
Comoratefincometax v o00 | 08O |  -080
Electricity T e | 0 | 140
eesandcharges, | |
Reeffax —~— ~— ' 283 | 167 | 450
Marine vessel permilfees | 300 | 200 | -400




— With  —  [Without —JChange in index’
Environmentali Environmental]l T
) Regulation __[Regulation

Other , +0.87 0.67 133
Food and beverage i 0.80 0.25 0.55
Fuel -0.57 1.14 ~1.77
Land rates 0.00 _0.00 0.00
Maintenance of equipment 0.57 0.86 029
[ Promotiovadvertising 0.57 057 000
Sales tay/ VAT -0,50 -0.50 0,00
Sewerage lreatment!dis;zosal -1.80 JLB0 _»3.00
 Subsidies 1.84 1338 _0.00
[ Telecommunications 029 0.29 000
ﬂaste disposal 117 0.83 -2,00
Water supply +0.20 0.60 -0.80
| Insurance +0.33 0.33 0,67
3_General factors, aggregate 021 1.02 “0.81
Certainty of secured properly rigms (e.g. land) +1,83 0.67 =200
Domestic exchange rate (level) , 0.00 _0.00 000
Domestic exchange rate (stability) 044 -0.14 000
Domestic income per head of the population 0567 0.57 0,00
Domestic inlerest rate (level) ' - 0838 0,33 000
Domestic interest rate (stability) 000 ] 0,00 000
Domestic price level {inflation rate) 0.83 . 0.83 0,00
Growth of domestic tourism demand 14 | 157 043
Growth of global tourism demand =~ 117 1 180 083
Relationship with regulating authorities 043 157 200
All factors, aggregate 0,99 1,28 024 |
* A positive number implies an itnprovement &s a result of environmentalregudation | |
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Room for improved competitiveness

The results of the study can be used to identify the areas where the region's
international competitiveness can be improved, This requires a comparison of the
importance rating and the performance rating of the factors which wee perceived to be
most impartant as determinants for intemational competitiveness. A number of factors
that scored highly in terms of impmtunw were ulso rated highly in terms of their
performance, These were muinly avea specific demand factors and included reef
accessibility, reef cleanliness, rainforest cleanliness, the quality of outdoot/sporting
facilities in the area, the local flora and faung, the presence of o designated protected
areas, and health and hygiene standards, However, relatively low performance scores
were recorded in the rating of some pemiwd impmtant factors, This was mainly the
case for customer service, safety, competitive price, labour costs, food and beverage
costs and the Reef tax. The low performance rating for these factors is an indication
that the international competitiveness can be improved. While some of these factors
can be addressed by the firms in the industry themselves (mr example the issues of
customer gervice), othets need to be considered by te government (notably the issues
of safety regulations, the Reef tax and labour costs).

6. Implications

This paper is a report on reseatch that is in progress. Whilst the case study reported is
a pilot and the findings presented are tentative, 4 number of significant implications are
apparent,

First, the index of campguﬂvcmsa that has been the focus of this research represents
an improvement over other indices devemptzd for similar purposes because of its
recagnition of the principle of competitive advantage. A particular feature of the
approach used is the consideration of supply and demand factors and the viewpoints of
both producers and consuricrs,

Furthermore, the index developed here has been shown to be practical in application,
The results produced from the case study of the impact of environmental regulations
on the international competitiveness of the Far North Queensland tourism industry
appear to be sensible, They offer both the industry and governmeit regulitory agencies
some important messages to assist in improving the competitiveness of the industry,

Specifically, the results of the case study indicate that regulating the environment
improved the quality of the product offered by Far North Queensland tourism ,
operators, The competitiveness index clearly points to factors that have increased
product demand, However, there has béen a cost to the industry, The net result has
been a decline in the ability of the industry to compete against rival destinations,

This result begs the qucstmn* could the regulatory regime have been better formulated
to ensure the demand shift oceurred but at a lawer cost? For policy makers, the answer
to this question should involve the consideration of market based environmental
regulations that have been demonstrated in cthef contexts to pmvide much xmproved
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clcm, analym Qf pmpnmd mgulaﬁuns fOl the pmsenm nt‘ unintandc:d consequcmcs
that impose heavy cost burdens. An example of such unintended consequences is the
cost to diver safety of boat mooring regulations on the Great Barrier Reef, The index
would be a useful tool for policy makers in their considerations of alternative
regulatory regimes « these could be vanked aecording to their index performance,

The case study also produced a number of other results that are valuable to the
industry. The breakdown of the index into its components offers useful information to
tourism operatars considering marketing strategies. The strenpths of their operations
as perceived both by themselves and their clients can be identilied and used as the basis
for promotional activities, However, the index also draws out the factors on both the
supply and demand sides that are resiricting the competitiveness of the industry, These
factors can then be targeted for the attention of either the industry itself or, where
relevant, government authorities, f

The way forward for the development of the competitiveness index is best viewed as
“deepening"” and “broadening”, Tn terms of improving the index per se, one avenue for
further research is to integmte quantitative measurements of the supply and demand
factors where ever possible, This would help overcome some of the potential bias that
oceurs in the tndex through its nse of the subjective assessments of factors by both
producers and consumers. This is line with the pmt.ucc: of the IMD and WEF. The
broadening of the index would fnvolve extcndmg its application to the consideration of
other policies on the intemational competitiveness of a number of other industries. For
example, Australia markets many of its agricultural products on the basis of stringent
health standards. Whilst these regulations may encobrage demand for the products,
they are also expensive to maintain and enforce,
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