Doctor of Business Administration
Graduate School of Business
RMIT University

Maintaining Environmental Values
in a Commercial Environment — a Framework for
Commercial Development in Victoria’s National Parks

December 2006

David A Cochrane
Student No 3025999

Academic Supervisor: Prof. Miles Nichols
RMIT University



Declaration

I certify that in respect of the content and conduct of the work reported here:

e the work is submitted in part fulfilment of the degree of Doctor of Business

Administration;

e cxcept where due acknowledgement has been made, the work is that of the author
alone;

e the work has not been submitted, in whole or in part, to qualify for any other academic
award;

o the content of the thesis if the result of work which has been carried out since the
official commencement date of the approved research program; and
e any editorial work, paid or unpaid, carried out by a third party is acknowledged.

David Alan Cochrane
4 December 2006




Acknowledgement

The following thesis is, in effect, the end of one step in a long journey that began over 7 years
ago when I was travelling around Australia with my family. It was then that I began to realise
the true value of the amazing national park system we have in this country and the importance
of making these natural assets available to the total community. Australia is blessed with a
magnificent natural landscape and astounding range of indigenous flora and fauna which we
need to protect, but also need to ensure is accessible. It is the combination of both of these
needs which was the driver behind my desire to complete this thesis. I hope that the final

output will in some small way assist in the future development of our national park system.

The completion of 5 years of research culminating in this thesis does not happen without the
support and assistance of a number of people. Firstly I must thank my wife Jenny and my
children, James, Ashleigh and Thomas for their understanding and patience as this research
journey continued. Little did they know when I started that it would involve all of us visiting
various national parks in Victoria, the rest of Australia and New Zealand including going on
long walks in the bush and on glaciers. I am sure, with the completion of this work, they will

be pleased to finally have unfettered access to the study and internet in our house.

I have also received unwavering support from a number of other sources. In particular,
without the support of Parks Victoria — particularly Brett Cheatley, Neil NcCarthy and Dennis
Duckett — this project would not have been possible. Their assistance in organising
interviews, allowing me have access to their files and in making themselves available to
provide guidance has been greatly appreciated. It would also be remiss of me not to thank the
staff of RMIT Business along with my fellow students from the 2001 intake. In particularly, I
must thank two special students, Peter Shepherd and Michael Howard, for their assistance and
for putting up with the views of the resident ‘greenie’. Theirs is a friendship which will

endure well beyond this research.

Finally, I wish to thank my supervisor, Professor Miles Nichols, for his experience and
direction in the completion of this research. Miles agreed to become my supervisor half way
through the research when guidance was needed. His ability to provide this direction along

with his responsiveness to my needs has greatly enhanced the outcome of this thesis.
As I said at the beginning, the completion of this research is for me but one step in a long
journey. My commitment to the need to protect our environment for future generations is

unwavering, and the search for my next contribution to this final outcome has already begun.

Page 1ii



Maintaining Environmental Values in a Commercial Environment —
a Framework for Commercial Development in Victoria’s National Parks

Table of Contents

DECLARATION.......cceciiiirirrreesss s s s s s s s s s s s s s s s e e s s s mnass s s s s s e e e e s s nmnasssssnsssssnnnnnnnnnnnn |
ACKNOWLEDGEMENT .....ccoiiiiieeiiiiiesrsssssssssssss s s s s ssssnssssssssss s s s snsnnsssssssssssssssnnnnnnnns Il
TABLE OF CONTENTS ... iiiiitieiisiir s rrsssssssssss s s s s s sssnnssssssss s s s s s s nsnnsssssssssssssnnnns ]
LIST OF FIGURES .........o oo rrrrressss s s s s s s s s snnsss s s s s s s s s s nmnss s s s s s s e e e nnnmnnnnns Vi
LIST OF TABLES.........c oottt rrrsssssssss s s s s s s snnsnsss s s s s s s s s nnnnnsssssssssssnennnnnnnnnn IX
ABSTRACT ...ttt rrr s e s e s s s ss s s s s s s s e s rsnnssssssssssssennnnnnsssssssssssnnnnnnnnnnnn 1
CHAPTER 1: INTRODUCTION.....cccuuiiiiiiiiirrrsensssssssssssssssssssssssssssssssnsnsssssssssssssnnns 2
1.1 BacCKZroUNd ....cccceeiiiiiiiiiiiiniiiiininiiniiiiiiiiiiieiiiiiiiiieeeieemieeeneeseeessssssssssssssssssssssssssssssssssses 2
1.2 Research Question and ODJECtiVES .....uueeeriieiirissrrsnnnerinccssssssssnnnernessssssssssssssssssssssons 3
1.2.1 Research Question.............ccooi 3
1.2.2 Research ODJECHIVES .oeeeeiiiiiiiiiiee e e e e e e e 4
1.2.3 Scope of the RESEAICh.......ciiiiiiiiiiiiiiiee e 4
1.3 Structure of the TReSiS ......cccoiiiiirrrneriiiiciiiiisrssnnriieccsssssssssnernssssssssssssssssssssssssssssssssans 5
1.3.1 Overall Approach and OULCOME...........coeeiieiiiiiiiiiiiiiiiee e 5
1.3.2 ThesS1S STIUCLUTE.......eeiiiiiiiie e e 6

CHAPTER 2: COMMERCIALISATION IN NATIONAL PARKS - THE STATE OF

PLAY IN AUSTRALIA AND VICTORIA ... s s s s s s s s s s s 8
2.1 Definition of Key Terms.....ueeeiiiiccciiissssneeeieccisssssssnnnnsssssssssssssssssssssssssssssssssssssssssssssns 9
2.1.1 National Park........coeuviiiiiiiieee e 9
2.1.2 Natural Values and the Relevance of Environmental Impacts ............c.cccccee...... 13
2.1.3 Commercial Relationship and Commercial Operator ...........ccccvvveeeeeeeiiiiinnnnnnn. 13
2.1.4 Commercial Business Model ..........ccovviiiiiiiiiiiiiieeeeeee e 15
2.2 National Parks in AuStralia .......cccoovvvvvvvneeeiiicciniiisrsnnenincccssssssssnnnessssssssssssssssssssssses 16
2.3 National Park Management Responsibility across Australia ........cccceeeecvnnueeeneecees 17
2.4  National Parks — their Importance to the Community .......cccevveeeeeeeccessssrrnneneececes 19
2.4.1 The Role of National Parks..........cccocoviiiiiiiiiiiii e, 19
24.2 Their Number, Size and Visitation Levels........cooooovoiiiiiiiiiiiiiee e 21
2.4.3 The Park Value DIIVETS ......vvviiiiiiiiiiiiiiiieee e 26

Page iii



2.5 The Environmental Importance of National Parks .......cccccceeeeieecciiiccrnnenenicccessnnns 29

2.6 The Management and Funding of Parks........ueeeiiiicciiiisssnnnniiicccsssssssnneeenecccsssnns 30
2.6.1 The Management Model for National Parks............cccccceeveiiiiiiiiiiiiii, 30
2.6.2 The Role of Park Management Agencies in Australia and Victoria................... 31
2.6.3 Sources Of FUNAING.......uvviiiiiiiiiiiee e 33

2.7 The Dilemma for Parks Management .......ccccccvveeeeeeecccsssssssnneesssssssssssssnssssssssssssnns 37

2.8 Commercial Activities — the Range and Scope of Services .......cccceevvvuneeerreecccsnnns 39
2.8.1 Commercial Activities as a Source of Funding............cccceeevviiiiiiieiiininiiine, 39
2.8.2 Commercial Activities — the Range and Number.............cooevviiiiiiiieeeeiiniininne. 40
2.8.3 The Legal Nature of the Relationship............cooooiiiiiiiiiiiiiiiiieeee, 41

2.9 The Benefits of an Effective Relationship......cccceeeeiiiceiiiiivrnneeiiicccssissssnnneenecccsssnns 43

P28 LI 6111 116 111 (1) 1 LU 44

CHAPTER 3: RESEARCH METHODOLOGY .....ccuucciiiiiiiirrrrnensssssssssssssssnsssssssssns 46

3.1 Research Methodology and Overall Approach..........cceeeeeeeieeieeieneieeeneeeeeeeeeeeeneennes 46

3.2 The Research Conceptual Framework and Model ..........uuuueeeeieicciiissrsnnneneeccccssnnns 50

33 Data Sources, Types and FOImMS ......ueeeeiiiccciisisssnnerincccsssssssnssessssssssssssssssssssssses 51

3.4  Data Collection, Analysis and Interpretation.............ccceeceeivcrrsnneeeeeeccsssssssnneneeesees 52
3.4.1 Data Collection and Sample S1Z€ ........c..uvvvieiieeiiiiiiiiiieee e 52
3.4.2 Data and Research Timing...........coeeveiiiiiiiiiiieeiiiiiieeee e e 55
343 Data Reduction and ANalysiS........cceeeecuviiiiiiieeeiiniiiiieeee e eeeeiieeeee e e e 55
3.4.4 Data and Theory Validation...........cooocuiiiiiiieeiiiiiiieeeee e 56

3.5  Ethical CompPlianee ....cccccvvvueeeririecisiissrssnnnericccsssssssssnsssssssssssssssssssssssssssssssssssssssssssss 57

3.6 SUMMArY CONCIUSION aeeeeriiiiiiiirirrrnnriieccisssssssnneessessssssssssssssssssssssssssssssssssssssssssssasses 57

CHAPTER 4: NATIONAL PARK COMMERCIAL MODELS - A REVIEW OF

CURRENT LITERATURE AND PRACTICE.......oceciiiiirrrrrreessss e e s e 59
4.1 Commercial Business Models for National Parks in Australia ........cccceeeeeeecennneee 62
4.2 Commercial Activities in National Parks - the Victorian Perspective.................. 66
4.2.1 The Victorian Contextual Environment.............ccccuvviieieeeieiiiiiiiiieeeee e, 67
4.2.2 Specific Victorian Commercial Operator Arrangements .............eeeeeevvvvveeeeennnn. 71
4.2.3 Natural Values Protection versus Commercial ACtiVities ..........cccevvvvvvrrvreeeennnn. 76
4.3 Commercial Activities in National Parks - the International Perspective............ 78
4.3.1 L0 1 - T £ RSP UUPR RSP 78
4.3.2 S A et e e e et e e et e e e e bt e e e e e taaaeeeetbaaeeeenraaeans 82
4.3.3 NEW ZEaland .......cooeiiiiiiiiiiiee e e e 89
4.3.4 SOULh ASTICA ..eiiiieeeeee e e e e e e e e arareeeeeeeees 93



4.4 Common and Essential Themes for Running a National Park — an Evaluation of

Comparable FramewWoOTrKS......coeeeeeiiiiciissssssnnneiiiccsssssssssnnesssssssssssssssssssssssssssssssssssssssssssssens 95
4.5  External Environmental Factors and their Likely Impact..........ccccovvevvnnnneenecens 102
4.5.1 Use of Adjacent Land by the Private Sector............cccvvviieiieeiiiiiiiiiiiieeeeeees 102
4.5.2 Creation of Private Sector Conservation ReServes .........ccoeeevvvvveeeeeeeeeninnnneen. 102
4.5.3 Establishment of Conservation Agreements............ccuvveeeeeeeeeriiiiniiieeeeeeeennnnns 103
4.6 L @01) 1 T4 LT 1) | R 103
CHAPTER 5: ANALYSIS OF INTERVIEWS AND EXISTING DATA......cccccccennne. 105
5.1 Approach to Data Collection and Ordering............eeeeeeceeesccssneereeeccssssssssnnsessscces 105
5.2 Park Manager INtEIVIEWS ....ccciicicriiiirsnnnneiieccssssssssnnsessssssssssssssssssssssssssssssssssssssssss 106
5.2.1 Data CollECtION. ... ...eiiiiiiiiiee e 107
5.2.2 ANalysisS OF RESUIES ...cceeiiiiiiiiiiiiiee e 108
523 Ky CONCIUSIONS ..vvvieieieeiiiiiiiiiiie e e e ettt e e e e e et e e e e e e e et eeeeeeeeeennnnes 111
5.3 Review of Existing Concession ASreements........ccceeeeeeeecessscssnneeressssssssssssssssssssses 111
5.3.1 Data CollECtION. ... ...eiiiiiiiiiee e 111
5.3.2 ANalysisS OF RESUIES ...ccceiiiiiiiiiiiiieee e 114
533 Ky CONCIUSIONS ..vvviiieeeeiiiiiiiiiieee e e ettt e e e e et e e e e e e e et eeeeeeeeennnnes 127

CHAPTER 6: DEVELOPMENT OF THE COMMERCIAL BUSINESS MODEL ... 129

6.1 The Concession Conceptual FrameworK..........eeeeeeeicciiiiirssnneeeecccssssssssnnensssscssssens 133
6.1.1 The Influence of EXternalities............eeiiiiiiiiiiiiiiiiiiiie e 134
6.1.2 Objectives of the Park Manager and the Commercial Operator ....................... 137
6.1.3 Park Manager Approach to Management of the National Park........................ 138
6.1.4 Summary of Concession Conceptual Framework Considerations.................... 142

6.2 The Concession Complexity Model ........ccoovvevvvnnerriicccnssssssnnnnnncscssssssssssssssssssssens 144
6.2.1 The MOdel.....cooiiiiie e 145
6.2.2 General Variability of OUtCOMES .........ueviiieeeiiiiiiiiiiiieee e 147
6.2.3 Identified Areas of INEffICIENCY ..oeeeevveiiiiiiiiiieeeeeee e 151
6.2.4 Use of the Concession Complexity Model by the Park Manager ...................... 152

6.3 The Concession Selection and Management Process ........cccceeeeeecssccrnneeeeeccccssnnns 157
6.3.1 Concession Needs Identification and Specification............ccccvvvvveeeeeeeniinnnnnnen. 160
6.3.2 Concession Selection and Management Process and Criteria .......................... 161
6.3.3 Concession Process - Commercial Operator Approach to Responding............ 162
6.3.4 Legal Relationship and Agreement ..............cooeveeiiiiiiiiiiiieeeeeeeniiiiieeee e 163
6.3.5 Operator Ownership and StruCtUre...........ceeeeeeiiiiiiiiiieeee e 165
6.3.6 Management Structure and Arrangements ............cccvvveeeeeeeeeeriiiiniiieeeeeeeeennnns 166
6.3.7 Financial Relationship and Viability ..........cccccoeeriiiiiiiiiiiiiiieeeeee e, 167
6.3.8 Performance Incentives and Structure............cooovueiiiiiiiiiiiiiiiieceeeen 169
6.3.9 Linking Commercial Operations to Conservation Objectives — Enhancing
Environmental Affinity and Ecological INtegrity...........cceeeeviviiiiiiiiieeeeiiiiiiiieee e 172
6.3.10  Performance Reporting and Control.............ccccceeeviiiiiiiiiieieeeieiiiiieeee e 173
6.3.11 Interaction with the Park Manager and the Community..............cccceveeeeeeennnn. 174

Page v



6.4 Summary Concession Selection and Management Process Guidance ............... 176

6.5 L @01) 1 T4 LT 1) | TR 184
CHAPTER 7: OUTCOMES OF FINAL PARTICIPANT INTERVIEWS................. 186
7.1 Feedback Interviews with Commercial Operators and Park Managers............ 187
7.2 Summary of Feedback Interview Results.........ceciieeieiiiivrnneniiicccissssssnnennenccccssnns 188
7.3 Implications for Developed Commercial Business Model ............ccccoeevvuuueeenencees 190
7.4 Final CBM (after user feedback) ....cccccceiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeee 192
CHAPTER 8: CONCLUSIONS AND FUTURE RESEARCH...........ccccerreemnnncnnnn. 194
8.1 Summary of Research Findings........cccccceeiivvrvnneniiicicissssssnnniincccsssssssnnessssssssssens 194

8.1.1 The Research QUESTIONS .....ccceeeeieieeeeieeeeeeeeeeeeeeeeee e 194

8.1.2 The Commercial Business Model ..o, 201

8.1.3 Other Constraints on Commercial ACHIVILIES ........ccerruiiieiiiiiiieeiiiieeeeiieeeene 202
8.2  Ability to Transfer the CBM to Other Park Jurisdictions ..........ccccceeeeuueeiicnnnes 203
8.3 Other Limitations on Research Applications.........cccooevvvvnnerriicccsssssssnnnnneeeccessens 203
8.4  Areas for Future Research..........ccceiiiiiiuneiiiiineiiiiinnneinisinnecicnnnnneescnssneeescssnnee 204
8.5 L @01) 1 T4 LT 1) | O 206
ABBREVIATIONS AND GLOSSARY ....ccoiiiieeeniissirrinrssnsssssssssssssssssssssssssssssssnnnes 208
REFERENCES ......... s rrrsssssss s s s s s s s s s s s n e nmmn s s s e s e e s nnmnnnnns 212
APPENDICES ...t s s s s s s s s s e s s s s s s s s e e s e e s nmnnnsssssssnnnnnnnnn 225
Appendix 1 — Environmental Values of Victoria’s Park System ........cccoocveeercinueeeicnnnnes 226
Appendix 2 — Licensed Activity Summary in 2003........eeeriiiceiiicsssnneeeeccccsssssssnnnessssces 230
Appendix 3 — Victorian Concession Activities, Types and Tenure............ccceeevuueeercnnnes 232
Appendix 4 — Park Manager Interview OQutline ......ccccccevvueeereecccessssssnnnrenccccsssssssnneessssces 234
Appendix 5 — Review of Concession Agreement Files .........cccceeeiiirvvnneeriiccccssssssnnnennnncees 241

Appendix 6 — Commercial Business Model provided to Commercial Operators and Park

Managers for COMIMENL.......cccourrerrrnereriesssssssssnsrrsssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 262
Appendix 7 — Commercial Operator and Park Manager Feedback on CBM............... 286
Appendix 8 — Final Commercial Business Model............ccccoevuuiiiiisuneiiiisnneeicissnnecccsnnes 294

Page vi



List of Figures

Figure 2.1:

Figure 2.2(a):
Figure 2.2(b):

Figure 2.3:
Figure 2.4:
Figure 2.5:
Figure 2.6:
Figure 2.7:
Figure 2.8:
Figure 2.9:

Figure 2.10:
Figure 2.11:

Figure 3.1:
Figure 3.2:
Figure 4.1:
Figure 4.2:
Figure 4.3:
Figure 4.4:
Figure 5.1:
Figure 5.2:
Figure 5.3:
Figure 5.4:
Figure 5.5:
Figure 5.6:
Figure 5.7:
Figure 5.8:
Figure 5.9:
Figure 6.1:
Figure 6.2:
Figure 6.3:

Figure 6.4:

Size and Percentage of Protected Areas in Australian States
Managed Park Estate in Victoria — 1967 — 2002

Managed Crown Land Estate in Victoria — 1997 — 2005
Parks Victoria Visitor Statistics

Parks Victoria Telephone Enquiries

Parks Victoria Internet Hits

Parks Cluster of Benefits

Framework of Park Values

Park Management Commercial Relationship Stakeholders
Parks Victoria Funding

Parks Victoria Cost Performance Benchmarking

Revenue from Commercial Operations

Research Activities to be Completed

Overall Research Approach

Research Activity Completed in this Chapter

Approach to Evaluating Comparative Practices

Approach to Reviewing the Victorian Perspective
Positioning of Concession Types within a Management Framework
Research Activity Completed in this Chapter

Number of Concessions Reviewed by Concession Type
Types of Services included in Concessions Reviewed
Period of Concessions

Structure of Commercial Operator by Size

Structure of the Concession Payment

Operator Lease and Capital Expenditure Commitments
Financial Responsibility and Viability

Types of Incentives included in Agreements

Research Activity Completed in this Chapter
Components of the Commercial Business Model

The Concession Conceptual Framework (including the functional
relationships)

The Concession Complexity Model

Page vii



Figure 6.5:
Figure 6.6:
Figure 6.7:
Figure 6.8:
Figure 6.9:

Figure 6.10:
Figure 6.11:
Figure 6.12:
Figure 6.13:

Figure 7.1:
Figure 7.2:

The Range of Variability

The Changing Role of Park Management over the Concession Timeline
The Second Band of Variability (Transition Variability)

Identified Areas of Inefficiency

Determining the Level of Complexity

Determining the Park Management Requirements

Determining the Operator Business Characteristics

The Concession Selection and Management Process

The Public Participation Model

Research Activity Completed in this Chapter

Updated Commercial Business Model

Page viii



List of Tables

Table 2.1: IUCN Protected Area Categories

Table 2.2: Matrix of management objectives and IUCN protected area categories
Table 2.3: Business Model Characteristics

Table 2.4: National Parks in Australia by Jurisdiction

Table 2.5: Australian Public Sector National park Organisations

Table 2.6: Victorian Park Areas and IUCN Classifications

Table 2.7: Number of Commercial Operators

Table 2.8: Benefits of an Effective Relationship

Table 3.1: Data Collection Procedures and Sample Sizes
Table 4.1: Summary of Victorian Legal Agreements
Table 4.2: Basic Conditions of Leases and Licences
Table 4.3: Outline of the Concession Process

Table 6.1: Key External Influences

Table 6.2: Differences in Management Objectives

Table 6.3: Concession Conceptual Framework Functional Relationships
Table 6.4: Concession Process Structure, Key Attributes and Issues
Table 6.5: Key Differences between a Complex and Simple Concession
Table 7.1: Final Interview Feedback Summary

Page ix



Abstract

This research has focussed on the development of a commercial business model (CBM) for
providing tourism and support service based commercial activities in Victoria’s national parks

which also allowed for the protection of the parks natural values.

National parks are vital if we as a nation are to retain our natural heritage - but the public
sector land stewards of these important assets are facing increasing funding and user
pressures. The result is a growing focus on the commercialisation of our national parks to
provide services and generate the revenue required to maintain these assets. However, this
has resulted in the exacerbation of a long existing conflict — these commercial operators are
primarily focus on the achievement of a commercial return, while the land stewards’ main

responsibility is in the protection of the natural values of these assets.

In completing this project an abductive research approach (using grounded theory) has been
adopted. Specifically, the research activities undertaken included data collection via a
number of techniques including stakeholder interviews, detailed examination of existing
commercial arrangements, literature research on international approaches and models,
development of a suggested commercial business model based on a synthesise of the research
outcomes and, finally, obtaining user feedback. The use of the various data sources, and

subsequent sourcing of user feedback facilitated the triangulation of the research results.

The findings from this research challenge a number of the practices currently adopted in the
structuring of commercial activities suggesting that these practices are inhibiting the quality
of the service being provided to the national park visitor along with the level of protection
being afforded to the parks natural values. The resulting CBM provides park managers with a
framework for identification and structuring of commercial business activities, practical
guidance on the actions required in the completion of a concession process and identification
of a number of the relevant issues which need to be considered and addressed in establishing

and managing a national park concession.
The CBM has been developed specifically for application within Victoria’s national parks
(based on a public/private sector relationship). The output will also provide guidance on

methods for embedding natural values on public/private sector relationships in other settings.
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Chapter 1: Introduction

1.1 Background

There is today a growing public awareness of the importance of the need for businesses to
adopt a more responsible approach to sustainability, social responsibility and environmental
responsibility — and this is particularly evident in our national parks. (For a discussion on the
role of National parks see Section 2.4.1 of Chapter 2.) National Parks are vital if we as a
nation are to retain our natural heritage - but the managers of these important assets are facing
increasing funding pressures. The result has been a growing focus on the commercialisation

of our national parks as a way to generate the revenue required to maintain these assets.

However, this has resulted in the exacerbation of a long existing conflict — commercialisation
has a focus on the profit motive while maintaining these natural assets requires a focus on
maintaining the natural values by minimising the extent of environmental impact. While this
conflict is clearly recognised, the efforts of park authorities to maintain natural values within a
commercial environment has been subject to much criticism, and a diverse number of
approaches have been taken with varying degrees of success. (See Greens NSW 1998 and
Figgis 2000 for examples of the criticism along with Eagles et a/ 2002 and Marshall and
Moore 2000 for a consideration of some past approaches.) Similarly, environmental groups
are often criticised for inhibiting the development and accessibility of our national parks to

the general public.

This conflict exists in all States of Australia, but due to legislative and Government policy
differences, the ultimate solution to the conflict will vary for each State. In Victoria this
conflict is particularly important as Victoria:

e is a State which has a substantial national park network (Section 2.4.2)

e has a park manager agency (Parks Victoria) which is committed to ensuring community
access to our national parks along with the provision of the resources necessary to
facilitate this access and to provide an enriching visitor experience (Section 4.2.1), and

e has a Government policy framework which encourages visitation while also constraining

the extent of infrastructure services which can be provided (Section 4.2.1).
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Chapter 1: Introduction

1.2 Research Question and Objectives

Research has, therefore, been completed to develop a Commercial Business Model (CBM)
which allows business activities in national parks to be undertaken, while also meeting the

obligations required to protect the natural heritage values of these national park. This CBM:

- provides the basis for the structuring of commercial activities in national parks in Victoria

- 1s applicable across a broad range of business activities, legal structures and legal
agreements that are associated with commercial activities in national parks

- provides a basis for ensuring natural values (encompassing the protection of natural flora
and fauna species) are maintained, and

- takes into consideration the needs of all stakeholders (i.e. the private sector capital return

requirement, the need for funding for park maintenance, the need for accessibility etc).

While the resulting output is specifically directed towards application within the setting of
Victoria’s national parks (based on the characterisation of a public sector/private sector
relationship), it is expected that it would also provide guidance on methods for embedding

natural values on public/private sector relationships in other settings.

1.2.1 Research Question

What are the current business models for providing tourism and support service
based commercial activities in national parks, what aspects of these approaches
would be regarded as best practice and how effective are they in meeting the

visitor service and natural value protection needs of the parks managers?

The above represents the primary research question which has been considered. The

examination of current practices was based on an examination of legislative requirements,

current Victorian, national and international practices and the identified experience of existing

commercial operators and park managers. In completing this research (desk top and field),

there were a number of secondary questions which also needed to be dealt with if the primary

question was to be adequately answered:
e What are the current approaches and business models to commercialisation being
adopted?

e What are the natural values considered as being of importance?
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Chapter 1: Introduction

e To what extent has the completion of commercial activities in Victoria’s national parks
taken into consideration the protection of natural values?

e What are positives and negatives of the existing models used?

e What are the needs of the park managers and the commercial providers of these
commercial activities?

e What are the major issues which need to be addressed, and features included, in any
commercial business model?

e What are some potential future external environment changes and what might their impact

be on this relationship be (eg private sector ownership of protected areas)?

1.2.2 Research Objectives

In considering the research questions (and proposal) the primary research purpose or

objectives were to:

explain and evaluate the current approaches and commercial business models used

consider the causal relationships between these commercial frameworks and their impacts

on visitor service provision and environmental values in Victoria’s national parks

- assess the effectiveness of these relationship structures in meeting their objectives

- develop the framework of a theoretical CBM which provides the basis for placing
adequate emphasis on natural values in a commercial relationship, and

- from this, to develop a commercial business model for Victoria with input obtained from

national park stakeholders.

The key output from the research is a commercial business model applicable in Victoria for
the public-private sector relationship for the provision of tourism and support service related

activities in national parks.

1.2.3 Scope of the Research

In completing this research it was important to clearly define the expected scope of
application of the output and, in particular, the restrictions in regard to geographic application.
The nature and structure of Australia’s segregation of management responsibility for
protected land, including national parks, results in it not being possible to complete research
such as this across all States. In particular, State-based differences in areas such as legislative

framework, the approach to policy versus management, corporate governance and current
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Chapter 1: Introduction

approaches to application inhibit the ability to develop a comprehensive commercial business

model which is appropriate across all jurisdictions.

Therefore, in completing this research it was decided to focus on the development of the
proposed business model within one legislative and policy framework, this being that which
operates in Victoria. Once developed for the Victorian environment, the researcher then
considered the potential scope for transferring the outcome to the other park management

jurisdictions and agencies.

Similar to the jurisdictional differences, there are also significant differences in the
requirements for managing a land based national park as opposed to a marine park (e.g. type
of natural values, approach to controlling public access, scope for the provision of private
sector services etc). Therefore, the scope of this research project also needs to be contained
within the parameters of land based national parks, although again a significant number of the

principles established should be transferable to the management of marine parks.

1.3 Structure of the Thesis

1.3.1 Overall Approach and Outcome

The research approach incorporates obtaining information from a number of different sources
with the triangulation of this information to facilitate the generation of a ‘best practice’ CBM
for use by park managers in establishing and managing the provision of visitor services by

commercial business operators in Victoria’s national parks.

The information was initially sourced by the completion of a review of the legislative
framework along with existing practices in Victoria and other relevant countries. From this
information consistent practices were identified along with preferred features of possible
approaches. This information was then further supplemented by interviews with park
managers coupled with detailed reviews of a number of existing Victorian agreements with
commercial operators. The analysis of these information sources will result in the
development of a potential CBM, which was then subjected to review by a sample of park
managers and commercial operators. The update of the model based on the results of this user

review represents the final CBM.
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The final CBM represents a model which incorporates the specific Victorian environmental
factors (e.g. legislative and policy requirements), includes the practices regarded as most
effective across the world and which has been subject to review by a number of park
managers and commercial operators. Importantly, this model also provides comprehensive
guidance material covering the completion of a commercial operation through its full lifecycle
— from project initiation through to ultimate closedown of the service provision. It is these
important features which result in the research providing a unique output (the CBM) which

can be used by park managers in Victoria.

1.3.2 Thesis Structure

In completing this research project a qualitative research approach has been adopted using the
principles and techniques of grounded theory. In particular, the initial qualitative research
activities are based on the generation of data with the relevant theory being developed
towards the end of the study after the triangulation analysis of the data generated. The

structure of the thesis is also based around this approach where:

e Chapter Two — defines relevant terms, and then examines the current state of play in
Australia generally with a particularly focus on Victoria. The chapter provides the general
background information to the conflict of the need for commercial income by park
managers while protecting the environment. In particular, the chapter considers the role
of national parks, their environmental importance to the community, the current funding
and management models used, the extent of commercial activities permitted and the
legislative framework under which the commercial activities are completed.

e Chapter Three — outlines the research methodology used along with the overall approach
adopted in the sourcing and analysis of the resultant data.

e Chapter Four — provides the first source of input, which is ultimately used in the
development of the business model conceptual framework. This chapter includes a review
of the current literature available with a particular focus on the approaches adopted in
Victoria and a number of other countries around the world (with the countries examined
being selected based on their importance to the development worldwide network of
national parks). The resulting analysis of the key features of the business models used in

these countries (along with similarities and differences in approaches) provides the key
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themes and issues which form the basis of the CBM framework while also identifying a
number of potential ‘best practice’ features of the models examined.

e Chapter Five — extends the collection and analysis of data into the practical environment
with the sourcing of an additional two groups of input. In this chapter the results of
interviews with Victorian park managers along with the review of Victorian park
management files for a selection of commercial initiatives are considered and evaluated.
The outcome from this chapter is a clarification of issues and trends identified in Chapter
4, identification of additional key aspects for consideration and confirmation of identified
areas of best practice (with the synthesis of this information ultimately used to develop the
CBM).

e Chapter Six — focuses on the accumulation and analysis of the data previously generated
resulting in the development of a possible CBM to be used by park managers in national
parks in Victoria in the future. This chapter represents the synthesis of the information
from the literature review (Chapter 4) along with the practitioners input (Chapter 5) into
the development of the unique CBM which provides clear guidance covering the full life
cycle of a commercial agreement.

e Chapter Seven — details the feedback of the practitioners — the park managers and relevant
commercial operators - on the CBM (developed in Chapter 6). The CBM will be either
confirmed or updated to reflect these comments, with the CBM then being finalised.

e Chapter Eight — is the culmination of the research project. The chapter outlines the key
findings, including the identification of the CBM to be used in national parks in Victoria
in the future. The chapter also considers the potential for this model to be applied outside
the Victorian environment along with the identification of potential further areas for

research.

The major output from this research project, an overall CBM for the conduct of commercial
operations in national parks in Victoria, provides national park managers and commercial
operators with a clear approach to be used in the future. Importantly, this CBM will uniquely
recognise both the value of national parks to the community (including their ecological value)
along with the importance of commercial operations in servicing the need of the national park

visitor.
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of Play in Australia and Victoria

While the focus of this research is on commercialisation in national parks in Victoria, it is
important to understand the context which has resulted in the rapid expansion of the national
park network in Australia, and particularly Victoria, along with the demands which are
creating the apparent conflict between park managers and commercial operators. In this
chapter these important contextual matters are considered along with the clarification of key

terms and the provision of additional background relevant information (in Section 2.1).

To appreciate the value of national parks it is first appropriate to provide some indication of
the size of the national park estate along with the growth that has occurred since the first
national park was established in Australia and Victoria. While Section 2.2 considers these
matters from a total Australian and Victorian perspective (thereby enabling the placement of
Victoria within the total Australian framework), this research is specifically focussed on the
development of a CBM for application within Victoria. This is necessary due to the
significant structural differences between the various park managers in Australia, as is
explained in Section 2.3. Therefore, the rest of the chapter is then focussed predominantly on

the Victorian experience.

Section 2.4 examines the importance of national parks to Victoria as demonstrated by:

- the Victorian legislated role of national parks

- the extent of the expansion in the Victorian parks estate (which is creating funding
pressures for the parks managers) along with the growth in the visitation levels in national
parks (which is placing pressure on access to the national parks), and

- the wide range of benefits to the community resulting from national parks.

In considering these benefits, it is particularly relevant to consider the environmental
importance of Victoria’s national parks. Therefore, Section 2.5 examines the key role

national parks play in protecting Victoria’s natural values.

The community importance and value of parks represents one of the important areas to
understand when considering the factors which influence the nature of commercial

relationships in national parks. To fully understand this relationship it is also necessary to
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consider the current management and funding arrangements in place in Victoria and Australia.
Therefore, Section 2.6 outlines the management model being adopted within Australia and
Victoria along with the role of park management agencies in that model and the sources of
funding available to these agencies (and particularly in Victoria). With this knowledge of the
community needs for access to national parks along with an understanding of the structure
and funding approaches of park management agencies it is possible to consider the pressure

points this conflict may create (as is done in Section 2.7).

One of the key conflict points identified is the potential use of commercial service providers
in a national park environment. Section 2.8 examines, within the Victorian environment, the
extent of funding sourced from these commercial activities along with the range of activities
covered and the legal nature of this relationship, while Section 2.9 considers the potential

benefits of achieving an effective commercial relationship.

However, before proceeding to the provision of this important contextual information, it is
first appropriate to provide clarity over a number of the key terms which are applicable to this

research. This information is provided in the following Section.

2.1 Definition of Key Terms

Embedded within the primary and secondary research questions (detailed in Section 1.2 of
Chapter 1) are a number of key terms which require clarity of definition if the direction of the
research, the development of a clear understanding of the contextual environment and the
application of the resultant output is to be clearly understood. These include definition of the
areas of protected land covered by the national park designation, clarification of the
relationship of natural values to the protection of ecosystems, definition of what constitutes a
commercial relationship within the national park environment and specification of the

expected characteristics of a CBM.

2.1.1 National Park

Any consideration of commercialisation in national parks requires that we be able to identify
the areas of protected land covered by the “national park™ designation. Up until the mid-
1990’s this would have been difficult as there was no universally accepted classification

system. Green and Paine (1997) calculated that during the mid-1990’s there were at least
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1388 different categories of ‘protected area’ worldwide. Any attempt to evaluate practices in
national parks, as a designation of a specific category of protected land, prior to 1994 ‘was
hindered by the proliferation of protected area designations, since any political jurisdiction

can establish whatever classification structure it deems appropriate’. (See Weaver 2001, p.69.)

In response to this clear need, the World Conservation Union (IUCN) developed an
international criterion for defining and classifying protected areas managed for ecosystem
conservation and recreation (IUCN 1994). This IUCN classification system is based on six
basic categories (detailed in Table 2.1 below with the National Park category being
highlighted in italics).

Table 2.1: IUCN Protected Area Categories

No & Areain
Cat. Designation Description Australia -1999
No Area
(000’s ha)
Ia |Strict Nature Area of land and/or sea possessing some outstanding or 1,981 19,120
Reserve representative ecosystems, geological or physiological

features and/or species, available primarily for scientific
research and/or environmental monitoring.

Ib |Wilderness Area |Large area of unmodified or slightly modified land, 49 3,919

and/or sea, retaining its natural character and influence,
without permanent or significant habitation, which is
protected and managed so as to preserve its natural
condition.

Il | National Park Natural area of land and/or sea, designated to 598 23,909

(a) protect the ecological integrity of one or more
ecosystems for present and future generations

(b) exclude exploitation or occupation inimical to the
purposes of designation of the area and

(c) provide a foundation for spiritual, scientific,
educational, recreational and visitor opportunities, all

of which must be environmentally and culturally

compatible.
b 5 1,295
III | Natural Area containing one, or more, specific natural or 660 272
Monument natural/cultural feature which is of outstanding or unique

value because of its inherent rarity, representative or

aesthetic qualities or cultural significance.

IV | Habitat/Species Area of land and/or sea subject to intervention for 1,397 325
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Cat. Designation

Description

No & Areain
Australia -1999

No

Area
(000’s ha)

Management Area | management purposes so as to ensure the maintenance
of habitats and/or to meet the requirements of specific
purposes.
V  |Protected Area of land, with coast and sea as appropriate, where 151 861
Landscape/ the interaction of people and nature over time has
Seascape produced an area of distinct character and significant
aesthetic, ecological and/or cultural value, and often
with high biological diversity. Safeguarding the
integrity of this traditional interaction is vital to the
protection, maintenance and evolution of such an area.
VI |Managed Reserve | Area containing predominantly unmodified natural 376 11,721
Protected Area systems, managed to ensure long-term protection and
maintenance of biological diversity, while providing at
the same time a sustainable flow of natural products and
services to meet community needs.
None specified 3 1
To be advised 31 16
TOTAL 5,251 61,439

Source: Definitions from IUCN (1994), and number and area of protected areas from CAPAD 2000 (2001).

Under this system (which is now widely accepted as the international standard for protected

areas), the lower the designation of the site, the lower the amount of acceptable environmental

modification and human intervention.

The paradoxical relationship is also apparent in the changing nature of management

objectives within each categorisation. Table 2.2 provides an analysis of management

objectives within each [UCN category (which can then be used to identify the most

appropriate category for a specific protected area).
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Table 2.2: Matrix of management objectives and IUCN protected area categories
Management Objectives Ia Ib II III 1A% A% VI
Scientific research 1 3 2 2 2 2 3
Wilderness protection 2 1 2 3 3 2
Preservation of species and genetic diversity 1 2 1 1 1 2 1
(biodiversity)

Maintenance of environmental services 2 1 1 1 2 1
Protection of specific natural/cultural features 2 1 3 1 3
Tourism and recreation 2 1 1 3 1 3
Education 2 2 2 2 3
Sustainable use of resources from natural 3 3 2 2 1
ecosystems

Maintenance of cultural/traditional attributes 1 2

Key: 1 = Primary objective; 2 = Secondary objective; 3 = Potentially applicable objective; — = not applicable
Source: IUCN (1994)

For the purpose of this research, category II (National Park) is the most relevant protected
area designation. As is demonstrated by a consideration of management objectives for
category II, the National Park category has a requirement to preserve and protect the
undisturbed natural environment while at the same time providing opportunities for a range of
recreational and educational activities. The National park category is also an area which is
experiencing substantial visitor growth while also becoming increasingly reliant on visitor

based revenues (as demonstrated in Section 2.4.2 and Section 2.8.1).

While the Australian system of national park and conservation reserves are regarded as
distinctive (as most national parks and reserves are managed by State and Territory
governments rather than the federal government (Westcott 1991, p.331)), this international
basis of classification has been extensively adopted in Australia (for example see Parks and
Wildlife Commission of the Northern Territory 2002 which adopted a definition based on the
IUCN definition, Parks Victoria 2000 and Department of Industry, Tourism and Resources
2003). In fact, within Australia policy is being increasingly developed within a national
framework following the establishment of the National Reserve System and National Reserve

System Program in 1996.
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2.1.2 Natural Values and the Relevance of Environmental Impacts

To understand the intent and objective of maintaining natural values, it is first necessary to
appreciate the connection but also the distinction between biodiversity, ecosystems and
environmental impacts. While a number of different definitions of each of these exist, they
are all similar in intent. The following will therefore provide a basis for understanding the
relationships:

e Biodiversity can be defined as “the variety of life forms — the different plants, animals and
micro-organisms, the genes they contain and the ecosystems of which they form a part. It
is usually considered at three levels — genetic diversity, species diversity and ecosystem
diversity” (Department of the Environment, Sport and Territories 1996).

e Ecosystem is “a unique unit comprising a recognisable floristic composition, the substrate,
position in the landscape and biota” (Parks Victoria 2000, p.86) and is “the minimum
system that includes and sustains life” (Botkin and Keller 2003, p.G-5).

e The environment is “all factors (living and nonliving that actually affect an individual
organism or population at any point in the life cycle” with environmental impact being the
effects of some action on the environment, particularly actions by human beings” (Botkin

and Keller 2003, p.G-6).

In essence, a national park has an important role to play in maintaining our biodiversity and
contributes to the maintenance of our biodiversity values, with the ecosystem forming one
important component of our total biodiversity. While a national park cannot be responsible
for maintaining all life forms, it does have a role in maintaining the relevant life forms within

its boundary along with the ecosystems required to support those life forms.

Therefore, for the purpose of this thesis, natural values will be represented by the indigenous
flora and fauna within the park boundaries along with the associated ecosystems.
Importantly, in protecting these natural values, the role of the park manager is to ensure the

natural values are not affected adversely by external environmental impacts.

2.1.3 Commercial Relationship and Commercial Operator

A commercial relationship exists where one party agrees for a second party to provide a
specified asset or service under an agreed arrangement. In determining the nature of the

commercial relationship a number of factors are of particular relevance, being the type of

Page 13



Chapter 2: Commercialisation in National Parks — the State of Play in Australia

service being provided and to whom, the nature of any payment expected, the ownership of

the individual parties (be they public or private), and the nature of the legal relationship.

While there is a multitude of variables within these factors, the nature of commercial

relationships within national parks in Australia is constrained by a number of factors

including the legislative framework. In essence, the range of possible commercial

relationships within a national park setting can be restricted to the following:'

Agency Operated Enterprise (AOE) is a commercial activity undertaken directly by
agency employees and includes the provision and management of campgrounds and other
forms of commercial accommodation, kiosk services and guided tours.

Alien Tenure is an easement, lease or licence over, or for the occupation of, an area of
land or seabed under the care control and management of an agency for a purpose that
may have no connection with the objectives for which the area was reserved.

Concession is a right granted by way of a lease, licence, permit or other form of
authorisation for the purpose of conducting trade or commerce on an area of land, sea bed,
or water or airspace under the care, control and management of an agency with there
being two types of concessions:

o Complex Concessions are for the provision of substantive services such as
campground management, kiosk and other fixed food services, transport services,
accommodation, safari camps, complex tours such as guided boat tours, caves
management etc.

o Simple Concessions are for the provision of routine services such as tour
operations and single event activities.

Contract Service is where the private sector is paid to provide management of a
concession with income retained by the land management agency.

Lease is a right granted for the occupation of an area of land or seabed that is under the
direct ownership of an agency or that is granted by the owner of land managed by the
agency (not alien tenure). (Leases include a range of different types of public-private
arrangements including public private partnerships (PPPs), build own operate (BOOs),
build own operate transfer BOOTS) etc.)

! This is based on the definitions within a report prepared for a number of Australian park managers by the Parks
and Wildlife Commission, Northern Territory on commercial management processes. See Parks and Wildlife
Commission, Northern Territory 1999.
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e Licence is a permit, licence or other approval granted by an agency for the conduct of
trade or commerce on an area of land, seabed, or water or airspace under the care, control

and management of an agency.

The parties to this commercial relationship are normal the designated park manager and the
‘commercial operator’, being the private sector organisation responsible for the provision of
the designated service within the identified park. Commercial operators are also often

referred to as the concession or licence holder, the lessee or the concessionaire.

2.1.4 Commercial Business Model

While the research project will assist in developing the concepts which are encompassed
within the term “CBM?”, it is expected that these will include the characteristics detailed in
Table 2.3.

Table 2.3: Business Model Characteristics

- Ownership

Structure of ownership e.g. large versus small organisations,

private versus not-for-profit organisation

- Environmental affinity

Previous record of environmental management, attitude of

management to natural values

- Social responsibility

Role of organisation in the community, acceptance (and

reporting) of social responsibility

- Public sector requirements

Specification of public sector requirement

- Stakeholder relationships

Nature of relationship with other stakeholders including scope

of influence

- Control and reporting

mechanisms

Requirements for achieving adequate levels of control and
approach to reporting results covering financial, social and

environmental performance reporting

- Management structure

Approach to management of the organisation and integration
with management of the total park. Specification of minimum

governance requirements

- Types of services provided

Specification of services provided and integration of services

with other activities in the park and the surrounding region

- Agreement structure

Type of agreement structure used — lease, licence, concession

etc

- Agreement period

Time period of initial agreement, extension options, termination

options etc
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2.2 National Parks in Australia

While the first national park in the world was established in the USA (being Yellowstone
National Park in 1872), Australia quickly followed suite and now has a long and distinguished
tradition in protected land management. Royal National Park (Sydney), reserved in 1878, is
the oldest national park in Australia with the oldest continuing national parks in Victoria
being Mt Buffalo and Wilsons Promontory National Parks, both of which were first reserved
in 1898. Since that time Australia has continuously and substantially increased the extent of
land under protection with this including a significant number of national parks — be they land
based, marine or alpine parks. By 1999, 7.8% of the total Australian landmass was classified
as protected areas under public sector management and control (Figgis 1999, p.2) and this has

increased even further since.

As is demonstrated by the data in Figure 2.1 below, the main States with significant levels of
protected areas (based on ‘000s of hectares) are South Australia, Western Australia and
Queensland. However, when considered as a percentage of landmass the dominate States are
the ACT (with 50%), Tasmania (with close to 30%) and South Australia (with approximately
20%). In Victoria approximately 16%, or 3.645 million hectares of land, was protected by the
parks system in 2000. (See Parks Victoria 2000, p.4 for further details of the Victorian totals).
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Figure 2.1:  Size and Percentage of Protected Areas in Australian States
Source: Parks Victoria 2000, State of the Parks 2000, p.5
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Importantly for this research project (and as is demonstrated by Table 2.4), a significant
portion of the total protected land in Australia is designated as national parks and, therefore,
are managed based on the core objectives of this IUCN Category Il designation (as outlined

previously in Table 2.1).

Table 2.4:  National Parks in Australia by Jurisdiction

Jurisdiction Number Area Visitation
2000 (‘000’s of 01/02

hectares) (millions)
Commonwealth 6 2,131 3.1
New South Wales 142 4,172 22.0
Victoria 36 2,578 27.0
Queensland 216 6,587 13.0
Western Australia 63 4,874 9.8
South Australia 18 4,338 2.2
Tasmania 18 1,424 1.3
Northern Territory 10 1,962 5.2
Australian Capital Territory 1 1,106 N/A
National Total 511 28,172 83.6

Source: CAPAD 2000, 2001 for number and area and DITR 2003 (p.9) for visitation.

(Note: Australia had 511 national parks as at September 2001 (as above) including those areas which are wholly
aboriginal land and are managed as national parks (CAPAD 2000, 2001). However, as noted in Pursuing
Common Goals (DITR 2003, p.91) based on the specific IUCN classification Australia had 598 category 11
protected areas/national parks covering an area of 23.9 million hectares of land [CAPAD 2000, 20017).

As is demonstrated by the above data, national parks are an important feature of the
Australian landscape which is heavily visited by Australian and international visitors. They
are also an important driver for tourism development. (For a discussion of this see DITR
2003, Figgis 2000 and Charters et al 1996.) Importantly, within Victoria over 70% of our
protected land is represented by 36 national parks covering over 2.5 million hectares of land

generating 27 million visitors per annum.

2.3 National Park Management Responsibility across Australia

In Australia there are nine separate protected area systems that are managed by the public
sector, one in each of the six states and two territories, and a Commonwealth system. The

Australia public sector national park organisations are detailed in Table 2.5.
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Table 2.5:

Australian Public Sector National Park Organisations

Govt Dept Mgt Organisation(s)

National

Victoria

New South Wales

Queensland

Northern Territory

Western Australia

South Australia

Tasmania

ACT

Environment Australia (dept)

Dept of Sustainability and
Environment (dept)

Dept of the Environment (dept)
Environmental Protection
Agency (dept)

Dept of Infrastructure, Planning
and the Environment (dept)

Department of Conservation and
Land Management (dept)

Dept of Environment (dept)
Dept of Primary Industries,
Water and Environment (dept)

Dept of Urban Services

Parks Australia (division)

Parks Victoria (agency)

NSW National Parks and Wildlife
Service (agency)

QId Parks and Wildlife Service
(division)

Parks and Wildlife Commission of
the Northern Territory (agency)

Department of Conservation and
Land Management (dept)

National Parks and Wildlife
(division)

Parks and Wildlife Service
(division)

Environment ACT (division)

Note: The national organisation has a peripheral role in actual parks management in Australia (unlike in a
number of other countries) with management responsibility predominantly being ceded to the States. States have
a dual role, in that they are responsible for policy setting and park management. In some cases this dual role

resides within the one organisation (albeit in different divisions) while in others it has been clearly segregated.

While all jurisdictions work together to ensure Australia has comprehensive, adequate and
representative protected area systems (Cresswell & Thomas 1997), there are important
differences within each of these management frameworks which inhibit the ability to develop

a commercial business model that applies to all jurisdictions.

In particular (and as was noted in DITR 2003, pp.12-13), there is no single national policy to
guide private sector use of national parks. The different legal and administrative systems
inherent in each jurisdiction along with the differences in policy objectives have resulted in
different approaches to private sector involvement in national parks. A survey of park
management agencies in Australia (DITR 2003, pp.12-13) identified the following key
differences:

e Legislation: There is no consistent legislative framework.

e Policy: While all policy frameworks enable some private sector involvement in protected

areas, the nature of involvement and the extent is different.
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e Information: The government agencies have different databases for recording
commercial activity and gathering statistics on visitation and revenue generation.

e Licences and permits: There is no consistency in licence fees, or licence length.

e Revenue: There is no consistency between states and territories and the Commonwealth
on how revenue raised through visitation or tourism activities is used.

e Incentives: The use of incentives is focused on variation in concession periods, rather
than the driving of specific commercial operator behaviour. But even within this
restricted use of incentives, variations occur in application across the States.

¢ Plans of Management (POMs) are prepared for all national parks and they largely
determine the extent of commercial development permitted in a park during the lifetime of
the plan. However, there is no consistency in preparation approach, including content and

extent of consultation.

Therefore, this research was restricted to the development of a CBM for Victoria. Victoria
has been selected as it is one of the primary States which has recognised the potential for the
private sector to assist in the provision of visitor services in national parks. As was noted by
Figgis (1999) “a substantial push for a greater role for the private sector in nature
conservation and national parks.....is raised more in Queensland and Victoria than in other
states” (Figgis 1999, p.62). Consistent with this focus, the majority of the remaining

discussion in this chapter focuses on Victoria.
2.4 National Parks — their Importance to the Community

2.4.1 The Role of National Parks

From the earliest days of their creation in Australia and around the world, national parks have
been strongly associated with tourism and recreation (Eagles ef a/ 2002; Butler & Boyd 2000;
Ceballos-Lascurain 1996). However, while providing opportunities for public enjoyment and
recreation remains a function for many of Australia’s park agencies, more recently
conservation objectives have become more dominant. (For a further discussion on this trend
see Wright 1996, pp. 8-13 and also note the need for Parks Victoria to document the
ecological value of Victoria’s national parks in State of the Parks 2000 (2000).)

In fact, once reserved as a national park, an area must be managed for the protection and
conservation of its natural values with other uses being carefully managed to be consistent

with the objective of conservation. This focus of objective is also enshrined in the statutory
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mandate for Victoria’s national parks. Under the National Parks Act 1975 (Vic) (which is the
relevant Victorian legislation) the State, as manager of the national parks in Victoria, is
required to:
- “ensure that each national park ... is controlled and managed ... in a manner that will:
o  preserve and protect the park in its natural condition for the use, enjoyment and
education of the public;
o  preserve and protect indigenous flora and fauna in the park;
o  exterminate or control exotic fauna in the park;
o eradicate or control exotic flora in the park; and
o  preserve and protect wilderness areas in the park and features in the park of scenic,
archaeological, ecological, geological, historic or other scientific interest;
- promote and encourage the use and enjoyment of national parks and State parks by the
public and the understanding and recognition of the purpose and significance of national

parks.” (National Parks Act 1975 (Vic), Clause 17(2))

Under these objectives, the maintenance of natural values is an important focus for Victoria’s
national parks. As was noted by Parks Victoria in State of the Parks 2000 (2001), in addition
to their role in biodiversity conservation, parks in Victoria have a number of additional
conservation purposes (with these purposes having legislative support). They:

- Contribute to the protection of 700 km of 16 of Victoria’s 18 Heritage Rivers which,
under the Heritage Rivers Act 1992 (Vic) are managed primarily to protect their
significant natural conservation, recreation, scenic or cultural heritage values.

- Manage 18 of Victoria’s 26 Natural Catchment Areas under the Heritage Rivers Act 1992
(Vic) to maintain or enhance the area’s essentially natural condition.

- Manage 104 Reference Areas (proclaimed under the Reference Areas Act 1978 (Vic)) in
45 parks and reserves where human interference is restricted as these are areas of
particular ecological and scientific interest that can serve as a reference for comparative
assessment of impacts on land uses elsewhere.

- In addition to the designated Wilderness Parks, manage 19 Wilderness Zones in seven
National Parks (established under the National Parks Act 1978 (Vic)).

- Under the National Parks Act 1978 (Vic), manage 21 Remote and Natural Areas in 12

National Parks (including 11 islands) to protect the area’s natural attributes.
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- Manage 100 special water supply catchment areas (covering 33% of the total area of parks
and reserves) under the Catchment and Land Protection Act 1994 (Vic), with this function
having a critical role in protecting Victoria’s water supply.

(See Parks Victoria 2000, 2001, pp.9-10)

However, it is also clear that the role of national parks in conservation, while dominant, is not
their only function. The dual role of National Parks as a centre for both environmental
stewardship and recreational use has been embedded in the constituent legislation of a number
of countries including Canada (Section 4.3.1), the USA (Section 4.3.2) and New Zealand
(Section 4.3.3). In Victoria, although the primary purpose of national parks is to conserve
natural values, the appreciation and enjoyment of these values is encouraged through
appropriate recreation — and it is this potentially conflicting role which creates much of the

dilemma faced by park managers.

While Victoria’s total parks system receives over 28 million visitor-days per annum (refer
Table 2.2 in Section 2.1.2 of this chapter), the majority of these visitors are concentrated in
less than 30 parks. In general, visitor impacts are highly localised. In particular, Parks
Victoria noted in State of the Parks 2000 (2001) that trampling of vegetation and some
disturbance of wildlife occurs at high-use visitor nodes in 20 of Victoria’s most popular parks.
(High-use nodes are areas which experience large numbers of annual visitors, mostly up to
50,000.) As aresult, as visitor numbers in the most popular parks and reserves continue to
grow intensive pressure is being placed on the natural values of particular sites. As will be
demonstrated later (in Section 2.5 and Appendix A), Victoria’s park system protects a wide
range of ecosystems and species. However, despite being protected in parks, some of these

ecosystems and species are now rare or at risk of extinction.

2.4.2 Their Number, Size and Visitation Levels

* The Expanding Natural Estate

Victoria’s managed parks estate has been expanding rapidly, particularly in the last two
decades, as is demonstrated by the graphic below. In the early 1970s managed parks and
reserves represented approximately 4% of the total land area of Victoria. By the turn of the
century this had increased to 16%, and this expansion has predominantly occurred to protect a
range of ecosystems that were previously poorly protected. (In the past, parks were often

established for economic or social reasons rather than for their biological characteristics.)
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Figure 2.2(a): Managed Park Estate in Victoria — 1967 - 2002
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Figure 2.2(b): Managed Crown Land Estate in Victoria — 1997 - 2005

Source: Interpretation of data from Parks Victoria Annual Reports’ for 1997/98, 1998/99, 1999/00, 2000/01,
2001/02, 2002/03, 2003/04, and 2003/04.

Note: Comparative information to enable the extension of Table 2.2(a) was not available post 2002 due to a
change in the information disclosed in annual reports. Therefore, Table 2.2(b), which shows total crown land

managed by Parks Victoria, is provided to indicate the trend post 2002 in the parks estate.

Within the Victorian parks and reserves network, over 70% of the system consists of national
parks, with the sizes of the individual parks varying significantly. Both Alpine and Murray-
Sunset National Parks are over 630,000 hectares; while Organ Pipes National Park, at 121

hectares, is the smallest national park in Victoria.
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The distribution of park classifications in Victoria, along with their related [UCN

classification is summarised in Table 2.6 below.

Table 2.6: Victorian Park Areas and IUCN Classifications

Type of Total area of % of IUCN No of Victorian Management Objective
Park the parks the Cat  Parks
system parks
(‘000s ha) system
National 2,576 70.8 I 33 Preserve and protect the natural condition of
Park I 3 the park and its natural and other features and,

36 subject to this, provide for use by the public
for enjoyment, recreation and education.
Legislation: National Parks Act 1975 (Vic)

Wilderness 202 5.5 Ib 3 Protect as wilderness and provide for solitude
Park and appropriate self-reliant recreation.
Legislation: National Parks Act 1975 (Vic)
State Park 184 5.0 I 24 Preserve and protect the natural condition of
I 6 | the park and its natural and other features and,
VI 1 subject to this, provide for use by the public
31 for enjoyment, recreation and education.

Legislation: National Parks Act 1975 (Vic)

Other Park 112 3.0 Ia 1 Protect the natural and cultural values and
I 2 provide opportunities for appropriate
I 6 enjoyment, recreation and education.
VI 1 Legislation: National Parks Act 1975 (Vic)
NC 5
NA 6
21
Metropolitan 8 0.2 NC 37 Primarily for recreation and open space but
Park are also important for maintaining biodiversity
in urban areas.
Reserve* 563 15.4 Ia 40 Provide for a range of purposes including
I 12 wildlife or wildlife habitat, and the protection
v 30 of scenic, natural and historical features.

VI 51 Legislation: Crown Land (Reserves) Act 1978
NC 54 (Vic)

187

Total 3,645 100.0

* - Selection of the 2,500 conservation areas

Ia Strict Nature Reserve: protected are managed mainly for science.

Ib Wilderness Area: protected area managed mainly for wilderness protection.

11 National park; protected area managed mainly for ecosystem protection and recreation.

111 Natural Monument: protected area managed mainly for conservation of specific natural features.

v Habitat/Species Management Area: protected area managed mainly for conservation through
management intervention.

VI Managed Resource Protected Area; protected area managed mainly for the sustainable use of
natural ecosystems.

NC Not classified as protected areas.

NA Category not assigned.

Source: State of the Parks 2000 — combination of data in Tables 2 and 3 on pages 5 and 6. Also refer Table 2.1

for a more detailed description of the IUCN classifications.

While growth in the size of the managed land estate is now stabilising and no further

significant increases are expected, Parks Victoria (as the estate manager) is experiencing
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physical asset growth in different areas. In particular over the last 5 years Parks Victoria has
assumed responsibility for recreational boating facilities, jetties and piers in Western Port and
Port Phillip Bays and has been given responsibility for the management of the recently
gazetted 16 Marine national parks. (Refer Parks Victoria Annual reports for 1999/00 to
2004/05.)

= Growth in Visitation Levels and Visitor Requirements
It is only in recent years that statistics on visitation levels to Victoria’s parks has been
prepared and the reliability of some of this information, particularly in the early years, is

uncertain. The more reliable data is presented in Figure 2.3.
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Visitor Days ('000)
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O Visitor Days - Parks |23,70025,200/27,80027,800/29,90040,300 36,500 0 (42,700
| Visitor Days - Total [30,70032,200/34,40034,700/38,30065,600 66400, 0 |73,500

=3 Visitor Days - Parks @ Visitor Days - Total
— Linear Trendline (Visitor Days - Parks) — Linear Trendline (Visitor Days - Total)

Figure 2.3:  Parks Victoria Visitor Statistics

Source: Interpretation of data from Parks Victoria Annual Reports’ for 1997/98, 1998/99, 1999/00, 2000/01,
2001/02, 2002/03, 2003/04 and 2004/05 and Parks Victoria website

Note: In 2003/04 full visitation polling was not completed and, therefore, visitation statistics were not available.

Visitor days at Victoria’s parks have grown by more than 80% in the period 1996/97 to
2001/02, or around 12.5% p.a. However, care needs to be taken in interpreting these results
as in 2001/02 Parks Victoria changed the method of determining visitation from a ‘car count’
methodology to a ‘telephone interview’” methodology and it is likely that this change is, at
least partly, responsible for the significant increase in 2001/02. The approach for the period
from 96/97 to 00/01 was consistent, with the annual growth rate still being 6%. The trend line
for total visitor days (comprising parks and other recreational areas such as jetties and piers)

indicates an even higher growth rate in visitors, with this growth continuing beyond 2001.
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While there may be some question over the accuracy of this visitor days data, other indicators
of visitation growth suggest a similar trend. Two possible internal measures are the number
of telephone inquiries to Parks Victoria along with the number of Web page hits. Both show
growth levels significantly in excess of the indicative visitation numbers, with telephone

inquiries having an annual growth of over 25% and internet hits exceeding 30% per annum.
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Figure 2.4:  Parks Victoria Telephone Enquiries

Source: Interpretation of data from Parks Victoria Annual Reports’ for 1997/98, 1998/99, 1999/00, 2000/01 and
2001/02. In 2002/03 Parks Victoria ceased publishing this information in its’ annual reports.
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Figure 2.5:

Source: Interpretation of data from Parks Victoria Annual Reports’ for 1997/98, 1998/99, 1999/00, 2000/01 and

Parks Victoria Internet Hits

2001/02. In 2002/03 Parks Victoria ceased publishing this information in its’ annual reports.

Page 25




Chapter 2: Commercialisation in National Parks — the State of Play in Australia

This trend is also supported by external tourism information covering both the past and the
future. In particular, a number of different tourism forecasts expect tourism numbers growth
(domestic and international) to continue in the long term. The most recent forecast by
Tourism Australia (2006) indicates that:

e Inbound international visitors to Australia will grow by around 5.5 % p.a between 2006
and 2015 going from 5.65 million visitors in 2006 to 9.16 million visitors in 2015, with
leisure and holiday visitors being over 80% of all visitors.

e Domestic visitor nights in Australia would grow by around 0.5% p.a. reaching 285.4
million visitor nights in 2015, with leisure and holiday visitors accounting for around 79%
of total nights.

e In Victoria, domestic visitor nights would increase from 50.7 million in 2006 to 52.9
million in 2015, with leisure and holiday visitors accounting for around 82% of total
nights

e Backpackers’ tourism growth would exceed the average.

e Nature based tourism and recreation activities would continue to be one of the major high
growth sectors by Victorian, interstate and international visitors.

(Refer Tourism Australia 2006 for details of the visitor forecasts.)

Such growth in visitation would significantly increase pressure on already heavily visited sites

and facilities in Victoria.

2.4.3 The Park Value Drivers

The increasing demand by the consumer for access to Victoria’s national parks network
provides a strong indication of the importance of these parks to the community. However,
national and other community parks provide a substantially greater range of benefits to the
community than is represented by this one dimension. At the highest level, Park Values can
be categorised into three groups:

e Social values — which focus on benefits to the community and community groups

e Economic values — which are supportive of economic activity in the community

e Environmental (or natural) values — which lead to the protection of our common ecology.
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Each of these individual values groupings represent a subset of the total value of Parks to the
community within the broader ‘Park Cluster’, as is depicted in the following industry

mapping framework:

The Parks Cluster of Benefits

nvironmental (Natural) Values

Habitat
Support for Protection
Sustainability Support for
Biodoversity
Air and Water Environmental
Quality Education
Social Values

Indigenous
Heritage Values
Values
Q Health and
Wellbeing

Economic Values

=
ourism Value Park Mgt
Expenditure Expen;ture
Support Infra. Park Mgt
Expenditure
P Other Public Cap Expend.

Sect. Expend.

Core Values

Enabled Industries

Real Estate
and Support Services

Real Estate Related Residential
“‘Premiums” Construction
Support Service
Providers

Hospitality / Tourism

Entertainment @ Car Rental
Food & Beverages

Figure 2.6: Parks Cluster of Benefits
Source: Cochrane 2004, p.66.

The core value groupings (of economic, social and environmental) also have a flow on
impact, by facilitating the economic impact of a range of enabling industries (as identified in

Figure 2.6).

The values or benefits under each of these core categories can then be either direct or indirect
values. Direct benefits “are enjoyed by people either through visitation or via some
knowledge of the Parks assets. In contrast, indirect benefits are enjoyed via the impact on
other goods and services that people value”’(Read Sturgess, 1999). These benefits can then be
further segmented into use or non-use benefits. Use benefits are generated from the direct use
of the park. Non-use benefits are experienced by people who do not visit a park but still enjoy

the benefits, and these are often referred to as existence values.
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These benefit groupings are, in some cases, potentially capable of quantification (using an
appropriate measure) while others are intrinsically unquantifiable.

The following provides a framework for identifying these benefits:

Park Values

v v

Social Values Economic Values Environmental Values

v

Direct Values Indirect Values

y

Non-use Values

v

Unquantifiable Values Quantifiable Values

Other Benefits

Recreational Value

(in $)

Economic Activity

(in $)

(indicative measures)

Figure 2.7: Framework of Park Values

Source: Cochrane 2003, p.8.

In considering the validity of this framework it should also be noted that:

e The diagram follows the tree through the various stages of the Economics Value grouping.
A similar tree applies to the other two key value groupings.

e [t is certainly possible for a specific benefit to fall within more than one grouping. For
example, the benefit of improved community health resulting from parks has significant
social (improved quality of life, individual well-being) and economic benefits (as a result
of reduced health costs and worker absenteeism).

e Indirect benefits are generally broad ranging benefits that are ‘derived’ rather than
generated directly from the park. The output from the benefit is often distant from the

park input and, therefore, the clear input-output relationship required to support the

Page 28




Chapter 2: Commercialisation in National Parks — the State of Play in Australia

benefit quantification is unclear. As a result, indirect benefits are often not clearly
quantifiable.
e Non-use benefits are similar to indirect benefits from a quantification perspective in that

the input-output relationship is also often difficult to clearly define.

The relevance of this overall value framework is two fold. Firstly, it serves to emphasis that
in considering the value of national parks it is important to adopt a holistic view of the total

benefit of the parks to the community (economic, social and environmental).

Secondly, the framework highlights that national parks also have an important economic
value to any community and that any consideration of commercialisation in national parks
does need to recognise this value. Clearly, there are mutual interests that link tourism, parks
and communities, and this commercial interest is one of the links that provide the basis for
future mutual partnerships. A recent study of the economic value of a selection of national
parks in Victoria assessed the economic value of 3 of the States iconic national parks to be
almost $500 million to regional Victoria (Stone 2006). In the USA a study released by the
Department of the Interior noted that the USA national park system generated US$10.3 billion
of revenue. Importantly, the report also noted that national parks in the USA returned US$5

to the economy for every dollar invested (Anonymous 2006).

2.5 The Environmental Importance of National Parks

In Section 2.4 the role of national parks was considered and, in particular, it was noted that
the emphasis was now focussed more on their conservation values with recreational values
coming second. In particular, with their primary objective of conservation, national parks

now protect many of the most important natural values inherent in the total Victorian parks
and reserves system. Of the 36 national parks in Victoria 26 have the highest level of flora
and fauna biodiversity values of all the parks in the State, and 20 have threatened flora and

fauna species. (See Parks Victoria 2000.)

Up until 2000 the importance of the environmental values of Victoria’s park system was not
clearly known. Therefore, Parks Victoria undertook an extensive evaluation of the total park
system, with the outcome being the State of the Parks 2000 (Parks Victoria 2000), which for

the first time presents a consolidated picture of the environmental values protected in
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Victoria’s parks and reserves. This report segregates these values into a number of categories
— bioregions® and vegetation, flora diversity, fauna diversity and visitor impacts. A summary
of the key findings from this report is included in Appendix 1, with this report demonstrating

the environmental values of the parks system and particularly national parks.

The clear conclusions from this research are that Victoria’s parks and reserve system, and
particularly the national park system have an important role to play in the protection of the
natural values of our environment but that the increasing level of visitation is having a

negative impact on our ability to achieve the required level of conservation protection.

2.6 The Management and Funding of Parks

National parks represent a natural resource highly valued by the community. To adequately
understand the challenges being faced in protecting this important asset in Victoria it is
important to consider the approach to management being adopted along with the role of the

designated management agency and the associated sources of funding.

2.6.1 The Management Model for National Parks

Within Australia there are a number of organisations charged with responsibility for the
management of national parks (including management of commercial relationships). In all
jurisdictions except Victoria the management agency resides within a Government
Departmental structure and, therefore, the same entity is in effect responsible for policy and
delivery. Within Victoria ‘delivery’ responsibility resides with Parks Victoria (as a separate
agency) who has a reporting responsibility to a Government Department (being the

Department of Sustainability and Environment) who have policy responsibility.

The major stakeholders encompassed within this commercial relationship are depicted in

Figure 2.8.

? Biogeographical regions, or bioregions, describe areas that have broadly similar ecological characteristics
across the landscape.
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Figure 2.8: Park Management Commercial Relationship Stakeholders

Source: An updated version of the model in Cochrane 2004, p.67.

2.6.2 The Role of Park Management Agencies in Australia and Victoria

Clearly, in this relationship the role of the park management agency is paramount. As has
been noted by a number of commentators, most public sector organisations differ from private
enterprise in that, unlike the private sector, they tend to have multiple purposes (see Donnelly
1999). Park agencies, like other public sector organisations, engage not only in the direct
delivery of services to the public (i.e. the management of the parks systems), but they also

have additional indirect purposes.

These additional purposes arise, in part, because of the diverse range of stakeholders which

need to be considered, including not only park users, but future users, non-users, commercial
sector partners, local communities, citizens, management, employees and other public sector
agencies. They also occur because of the diverse range of values attaching to a national park

(as previously discussed).

All of Australia’s park management agencies (including Parks Victoria) have common

responsibilities and mandates in relation to the preservation and management of their estates.
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This conservation responsibility, in all cases, is the primary responsibility with others such as
public access and recreation being secondary. However, in fulfilling this responsibility park
management is placing an increasing focus on delivering quality services to the visiting
public. Typically, the management agencies now include in their definition of service
delivery the conservation objective of the protection of natural and cultural values along with
the provision of quality recreation and tourism opportunities, interpretation and education

services, weed and feral animal eradication and fire management (Archer and Weaving 2002).

In addition to this service delivery role, it is increasingly being recognised that park
management agencies also have an important role to play in building broader community
awareness and facilitating a sense of community value, ownership and affinity with national
parks. In fact, it has been suggested this ‘community-building’ role is an important function
for most public sector organisations, and that focusing excessively on the visitor to national
parks as the main stakeholder runs the risk of not fulfilling this responsibility (Foster 2000).
It is also argued that park managers have an important role to play in developing community
awareness of the importance of conservation. McArthur (1994) noted there is some evidence
to suggest that when visitors to national parks obtain a satisfying experience, they will often
come closer to supporting the underlying philosophy of park management. This perception
was also reinforced by Forestell (2000) who stated that “in an evolutionary sense, it is
possible that the continued delivery by park managers of quality park experiences may bring

about a change in visitor and wider community attitudes towards the natural environment”.

Within Victoria the legal responsibilities and powers of the parks manager, Parks Victoria, are

specified in the Parks Victoria Act 1998 (Vic), with these being:

«“7. Functions of Parks Victoria
(1) The functions of Parks Victoria are—

“(a) to provide services to the State and its agencies for, or with respect to, the
management of parks, reserves and other land under the control of the

State;

(ab) to provide services to the State and its agencies for, or with respect to, the
management of waterways land (within the meaning of the Water
Industry Act 1994) for the purposes of conservation, recreation, leisure,

tourism or water transport;
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(b) with the approval of the Minister, to provide services to the owner of any
other land used for public purposes for, or with respect to, the

management of that land;

(c) to carry out such other functions as are conferred on it by or under any

Act.

(2) In carrying out its functions, Parks Victoria must not act in a way that is not

environmentally sound.”

(Parks Victoria Act 1998 (Vic), Act No 44/1998)

If Parks Victoria, like other park management agencies, is to meet its direct and indirect
service responsibilities to the community, it is essential it provide quality services, promote
appropriate visitor behaviour, and encourage a community awareness, understanding and
appreciation of the conservation responsibilities of park agencies, the values inherent in

protected areas and the opportunity for appropriate visitor use and behaviour.

2.6.3 Sources of Funding

It 1s important, if Parks Victoria and other management agencies are to fulfil this extensive
role, they be adequately funded, and this responsibility currently falls predominantly on the
public purse. Responsibility for managing and maintaining national parks in Australia rests
with the public sector, with access to these parks being provided as a free or subsidised
commodity where the direct price does not exist or is minimal (Figure 2.9 and Queensland
Parks and Wildlife Service 2000). As a result, visitor infrastructure and services have been

funded largely by taxpayers in Australia and Victoria.

As was noted by Buckley (2004, p.11), among others, even where visitors and tour clients pay
park entrance fees, there are few parks where these fees currently cover the costs of providing
and maintaining visitor facilities, let alone the costs of conserving the natural heritage for
which the park was established. For visitors to national parks, therefore, both the costs of
maintaining the natural attraction and the costs of infrastructure such as roads, tracks,
lookouts and toilets are provided largely as taxpayer funded public goods. One of the
corollaries of this is that, for commercial tourism in national parks, infrastructure costs are

effectively cross-subsidised out of the public purse.
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This view is re-enforced by the following analysis of park management funding sources in

Victoria.

= Park Management Funding Sources
Funding sources for Victoria’s parks have been subject to significant variation and uncertainty

over the last decade, as is demonstrated by the diagram below.

150,000

$'000

96/97 | 97/98 | 98/99 | 99/00 | 00/01 | 01/02 | 02/03 | 03/04 | 04/05
m Other Revenue 10,291 16,279 | 18,451 | 11,873 | 11,046 | 10,994 | 11,826 | 8,147 | 11,198
@ Commercial Revenue | 2,685 | 6,800 | 7,936 | 8,546 | 9,039 | 8,947 | 9,038 | 9,576 | 9,964
m Govt Funding 64,502 | 99,678 | 83,415| 91,918 | 98,050 | 95,569 | 105,878 99,262 | 114,345

Financial Years

Figure 2.9: Parks Victoria Funding

Source: Interpretation of data from Parks Victoria Annual Reports’ for 1997/98, 1998/99, 1999/00, 2000/01,
2001/02, 2002/03, 2003/04 and 2004/05.

The trends evident in this diagram (and a more detailed analysis of the specific data from the

Annual Reports) indicate that:

e The clear majority of funding comes from the Victorian Government.

e Until very recently, the core base of recurrent government funding had not varied
significantly since the establishment of Parks Victoria.

e The main variation in Government funding is in the allocation of capital funding, with this
being discretionary (depending on government priorities).

e Revenue from commercial activities has been demonstrating consistent growth.

e Other revenue sources (including sponsorships and specific grants) are highly variable.

In the 5 year period up to 2004/05 the total level of funding has remained relatively static
even though the size of the natural estate along with the demand for services has increased

significantly. In 2004/05 the State Government increased the recurrent allocation to Parks
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Victoria (but even after the additional allocation the funding remains insufficient to

adequately maintain the park assets).

= Performance of Parks Management

While the conduct of this research does not require a detailed examination of the efficiency of
Parks Victoria management, the consideration of funding requirements does need to take into
account indicators of management efficiency in funding utilisation. In particular, if this
analysis suggests that Parks Victoria is using the available funding efficiently but that the
overall funding level is inadequate, greater pressure is placed on the need for the park
manager to source the additional funds (and services) required from alternative sources. The

expanded use of commercial operators is one example of such a possible source.

It could (correctly) be argued that any inefficient organisation facing funding constraints
should focus on improving efficiency before there is a concentration on alternative funding.
However, cost benchmarking studies (as outlined in Figure 2.10 following) indicate that Parks
Victoria has delivered significant cost efficiencies in park management. For example, the
average cost per visitor to a national park across all Australian States is $6.38, which is almost
three times higher than Parks Victoria’s cost of $2.23 per visitor. A more detailed analysis of
these benchmarks also supports the contention of a growing shortfall in Parks Victoria’s
funding - these benchmarks suggest funding has not kept pace with the expansion in the

number, area and diversity of parks, or the increase in park visitors.
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Figure 2.10:  Parks Victoria Cost Performance Benchmarking

Source: International Parks Strategic Partners Group 2004, pp.20-23.
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2.7 The Dilemma for Parks Management

The preceding evaluation of key trends in national park visitation and finding provides an
indication of the dilemma facing parks management in Victoria (and the rest of Australia).
People are seeking out more natural areas for recreation and are visiting national parks in ever
increasing numbers. Simultaneously, there has been an increasing community awareness of
environmental issues has created broad-based support for protecting natural landforms and
biological diversity. Unfortunately, the two trends are in direct conflict due to there being
real, as well as perceived, environmental problems with increasing visitation to national parks
which have natural constraints on visitor numbers which can safely visit without damaging

the environment.

This trend is also not just limited to Australia. Increased interest in and concern for the
environment is a trend across western society which is considered to be a primary factor in the
higher demand for nature-based tourism experiences. Tourists are increasingly interested in
travelling to more natural and pristine environments and countries with the most diverse flora,
fauna and ecosystems (such as Australia) have the greatest potential for nature-based tourism

and ecotourism (Ceballos-Lascurdin 1996).

This pressure has been acknowledged by the Commonwealth controlling agency, Department
of Industry, Tourism and Resources (2003, p.1) who noted that while the park managers have
conservation obligations, the use of parks for public enjoyment, recreation and education is
also a part of their responsibilities and providing for these visitor needs is increasingly
difficult in an environment of budget and resource constraints. The department went on
further to note that these pressures could be categorised as resulting from funding approaches,
public sector reforms and philosophy differences.

e Funding. Government is beginning to see protected areas as assets with substantial
income-generating potential rather than as a drain on resources, although conservation
remains at the centre of policy.

e Public sector reforms create pressure to find more efficient and effective ways of
meeting public needs. There is growing external pressure for government agencies to be
less regulatory, more business-like, and customer focused. These forces are driving park
management in new directions and facilitating cultural change within park management

agencies.
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e Philosophical. Where there is conflict between park agencies or park managers and
tourism operators, it can create a perception that tourism is a problem rather than an
opportunity. Sometimes conflict is driven by philosophical and ethical differences
between the public and commercial sectors.

(Department of Industry, Tourism and Resources 2003, p.29-30)

These comments are equally applicable to all parks management agencies in Australia. As
was noted by TTF Australia (an industry representative organisation who complete
independent research into and forecasts for the tourism and transport industries), most
Australian parks agencies have insufficient funds to adequately carry out both natural
resource management and visitor infrastructure management simultaneously (TTF Australia
2004, p.12). This position is also supported by the preceding analysis, which provides an

indication of the funding pressures Victoria’s park manager is facing. In particular:

the size of the land managed

- the number and scope of water based responsibilities

- visitor numbers

- the requirements of visitors, and

- the responsibility of the parks manager

are all increasing at significant rates and are forecast to continue to increase into the
foreseeable future. However, the funding provided by Government has not matched this
increase, resulting in there being a significant mismatch between the management
responsibilities of Parks Victoria and the provision of funding to enable fulfilment of this

management responsibility.

Importantly, due to legislative constraints, the ability of Parks Victoria to generate funding
from external sources is restricted. In particular, as Parks Victoria is a public body subject to
its’ own constituent legislation, it is legally required to comply with other relevant State
legislation including that related to charging for services. In effect, Parks Victoria is not
permitted to increase its direct charges to the consumer by any more than the increase in CPI
(with the relevant minister’s approval and after completion of a Regulatory Impact

Statement).

Conservation groups have also been closely watching public sector reforms and have

previously expressed concern over what they perceive is a shift towards tourism-centred park
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management and that this may lead to profits being put before good practice: “Park managers
increasingly see tourism development rights, licences, entry fees and levies as the answer to
government budget cuts ... causing protected areas to be regarded primarily as economic

resources ... rather than ecological refuges” (Figgis 2000).

This represents a major dilemma for all park managers, and particularly for the Victorian park
manager. The challenge of balancing the needs of conservation, commercial tourism and
private visitation increases in complexity as the number of visitors increase, as patterns of
visitor use change and as public demand intensifies for higher standards in terms of both

conservation management and tourism experiences.

The range of stakeholders who are impacted by this apparent dilemma is diverse ranging from
the three levels of Government (Commonwealth, State and Local) to the park authorities, the
commercial operators and the park users. Importantly, a significant number of these
stakeholders are active participants in either structuring the commercial arrangements or as

users of the services provided by the commercial operators and the park authorities.

2.8 Commercial Activities — the Range and Scope of Services

The constraints and issues noted in the previous sections places increasing pressure on the
generation of additional revenue through charges to the private sector providers of
commercial services in national parks (being the “commercial operators™). Therefore, the
potential expansion of the use of commercial operators to deliver visitor services has a
number of potential benefits to Parks Victoria and to the consumer - it facilities the expanded
provision of services to the increasing visitor base, it provides a potential avenue for the
sourcing of financing for visitor infrastructure assets, and it provides Parks Victoria with a

source of revenue not subject to State controls.

2.8.1 Commercial Activities as a Source of Funding

As is indicated by the chart below, revenue from commercial activities as a source of
financing has expanded significantly in Victoria over the last 7 years from a relatively small
base. While in 1997 the importance of this funding source was not significant, it has since

grown to be an area of greater importance.
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Financial Years

Figure 2.11: Revenue from Commercial Operations

Source: Interpretation of data from Parks Victoria Annual Reports’ for 1997/98, 1998/99, 1999/00, 2000/01,
2001/02, 2002/03, 2003/04 and 2004/05

It 1s also important to consider each of the major revenue sources separately. Revenue from
accommodation and park entrance fees represent direct consumer charges which, as noted
previously, are subject to legislative constraints. The substantial increases in these revenue
lines results from increased visitation and facility provision more than pricing increases.
Rent, lease and licence revenue represents a more flexible revenue base and one which has

experienced significant growth.

2.8.2 Commercial Activities — the Range and Number

The range of commercial activities completed in national parks in Victoria is diverse, as are
the approaches taken to the structuring of these activities (discussed in Section 2.8.3). The
range of commercial services provided is already significant, as is demonstrated by the data in
Appendices 2 and 3. It is clear, from this list, that Parks Victoria is already either directly or
indirectly providing a large range of commercial activities within the parks estate. While not
explicitly clear, it is also reasonable to assume that this range of services has increased over
the last decade or more, as the use of the private sector to provide commercial services in a

protected environment has become a more accepted delivery method.

This position is supported by Table 2.7, which indicates that while there has been a decline in

the number of approved tour operators, the number of activities provided by commercial
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operators along with the number provided per operator has increased substantially. This
indicates an increase in the number of services and the number of parks in which the services

are provided.

Table 2.7: Number of Commercial Operators

1998 1999 2000 2001 2002 2003 2004 2005
Number of Licensed Tour Operators 373 407 259 292 292 612 243 253
Number of Activities 550 571 N/A N/A N/A 3,027 N/A 3,800
Activities per Operator 1.5 1.4 N/A N/A N/A 491 N/A 15.0

Source: Interpretation of data from Parks Victoria Annual Reports’ for 1997/98, 1998/99, 1999/00, 2000/01,
2001/02, 2002/03, 2003/04 and 2004/05.

The table in Appendix 2 provides a breakdown of these activities in 2003 between the types
of service offered and, again, this list indicates the diverse range of commercial services now

being offered.

In a number of instances, the commercial activities are completed ‘in-house’ by the park
authorities. However, the motivation behind this approach is based on the need to maintain
control over the park and its environment — not because of a perception that the park authority
is necessarily best placed to deliver the commercial activity. The overall preference is for
commercial activities to be contracted out wherever possible (e.g. Victorian Government
policy discourages the completion of commercial activities by the park manager as does the
Australian Government Competitive neutrality policy (which has been adopted by all the
States of Australia). The approaches taken to controlling these commercial activities by the
national parks managers are diverse in regard to both the overall approach and the particular

requirements embedded within the approach.

2.8.3 The Legal Nature of the Relationship

The contractual approaches taken to controlling external service providers by the national

park managers (or the lack of a formal contractual relationship) include:

e Legislation (with penalties) e Licences

e Leases e Contracts for service provision
e Public private partnerships e Royalties

e Joint ventures e Concessions

e Incentives e Fee for service

Page 41



Chapter 2: Commercialisation in National Parks — the State of Play in Australia

e Voluntary guidelines e Draft management plans

e Visitor restrictions e Restrictions on activities

There is currently no consistency in the approach adopted. Similarly, there is no consistency
in the delivery framework adopted by the commercial suppliers (e.g. in legal structure, in
organisational structure, in strategy, in funding arrangements etc). (For further discussion on
these differences refer to Bickerstaff 1999 and Department of Industry, Tourism and

Resources 2003.)

In considering the legal relationship it is important to recognise that the available options are
influenced by the legislative structure under which the park manager operates. This
legislative structure varies for each State. Within Victoria the legal responsibilities and
powers of Parks Victoria are specified in the Parks Victoria Act 1998 (Vic). While this Act
specifies the functions of Parks Victoria along with its general powers (which include the
power to “enter into agreements and arrangements for the provision of services” (see Parks
Victoria Act 1998 (Vic), Act No 44/1998, Clause 8)), its actual responsibilities are more
clearly defined in a Management Services Agreement between Parks Victoria, the Minister
for the Environment and the Secretary of the Department of Sustainability and Environment.

Under this agreement, Parks Victoria is responsible for management of:

o “all areas reserved under the National Parks Act 1975 and open space, parks and
waterways under section 110 of the Water Industry Act 1994,

o nominated Crown land reserved under the Crown Land (Reserves) Act 1978;

o conservation reserves reserved under the Crown Land (Reserves) Act 1978 and

managed in accordance with approved land use under the Land Conservation Act

o Other areas as specified under the Parks Victoria Act 1998.”
(See Parks Victoria 2001-2002 Annual Report, p 3)

It is these specific Acts which provide Parks Victoria with the authority to enter into legal
agreements with commercial operators while also specifying certain requirements for these
agreements. For example, for Reserved Crown land, the Crown Land (Reserves) Act 1978
(Vic) details some leasing provision requirements including the permitted maximum period of

any lease.
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Parks Victoria, as the entity responsible for the managed of parks in Victoria, is also required
to comply with a number of other legislative requirements (e.g. EPA Act (Vic), ESC Act (Vic))

along with Government regulations and policy requirements which impact operations (e.g.

pricing policy).

All of these legislative and regulatory requirements need to be considered when contracting

with an external organisation to provide services on public land (including national parks).

2.9 The Benefits of an Effective Relationship

Parks Victoria, like all park management agencies, faces a significant challenge in continuing
to provide an effective service using the resources available from the public purse. The
ability of Parks Victoria to harvest alternative sources of revenue to supplement public sector
funding is restricted by legislative and structural constraints. One such source is income from
commercial relationships with private service providers in national parks — but the benefits of
such a relationship has the potential to extend beyond the financial. Also, the more
experience park management agencies have in developing partnerships with commercial
operators, the more likely they are going to be able to see the benefits and the way forward to
solve conflicts and reach satisfactory compromises. These potential benefits were

summarised by the Department of Industry, Tourism and Resources (2003) as follows.
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Table 2.8:  Benefits of an Effective Relationship

Benefit Derived from

Tourism contributions to protected area management

Environmental/social - visitor management
- education and inspiration of visitors, increasing environmental
awareness and support for parks
- in-kind contributions to park management agencies
- incentive to expand protected areas, both public and private
- voluntary labour for conservation projects

- marketing and publicity

Economic - income through increased visitation (entry fees, camping fees,
tours, etc.)
- income through permits and licence fees
- financial contributions to park management, research,
conservation projects, etc.

- market-responsive visitor services and infrastructure

Protected area management contributions to tourism

Environmental/social - sustainable management of nationally and internationally-
known attractions

- education and interpretation

Economic - publicly-funded infrastructure
- publicly-funded marketing of parks
- provision of access rights through permits, licences, leases

which can be restricted or exclusive, thus adding value

Source: Department of Industry, Tourism and Resources 2003, p. 34.

2.10 Conclusions

While focussing on Victoria, this chapter has highlighted the pressures facing all park
managers — the need to manage an expanding land estate where the values of the estate are
increasingly being recognised as is demonstrated by the increased level of visitation. With
these demands also comes a need to provide an expanded service to the visitor. However, the
park manager is not receiving funding levels or increases commensurate with the increasing
visitor demand resulting in growing funding pressures. While one response of the park
manager may be to restrict public access to parts of the estate, such an approach is
inconsistent with the objectives of the park manager (of visitor accessibility) while also being
politically unacceptable. Therefore, the park manager needs to consider the sourcing of funds
from alternative sources — with improved and expanded commercial operators being a viable

alternative. If correctly structured, the use of commercial operators has the dual benefit of
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assisting in the provision of the services required by the visitor while also providing the park

manager with another revenue stream.

These changing circumstances with an increased emphasis on the use of commercial operators
to meet an expanding need have placed increasing importance on the need for park managers
to have a modern management tool to achieve maximum benefit. The development of an
effective commercial business model between Parks Victoria and the commercial operator to
facilitate the provision of visitor services has the potential to provide significant benefits to all
the direct parties (the park manager, the commercial operator) along with the indirect
stakeholders (the visitors, other service providers), and is the focus of the remainder of this

thesis.

The completion of this research, to be effective, needs to be correctly placed within an

appropriate research strategy using supportable social research methods for data gathering and

reduction. These issues are considered in the next chapter.
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3.1 Research Methodology and Overall Approach

There are potentially a number of research approaches which can be adopted in completing
social research, with there being key points of difference between the various approaches.
That is, “we can discriminate between difference methods in terms of their relative emphasis
upon deduction or induction, their degree of structure, the kinds of data they generate and the
forms of explanation they create. At each extreme... we can distinguish (between) what is
known as nomothetic and ideographic methodologies” (Gill and Johnson 1997, p.37) and the
selection of this research method will heavily influence the identification of the actual

research approach required.

While nomothetic methodologies have an emphasis on the importance of basing research on
systematic protocol and technique (eg the approach and methods employed in the natural
sciences), ideographic methodologies emphasise the analysis of subjective accounts generated
by ‘getting inside’ situations and involving oneself in the everyday flow of life (see Burrell
and Morgan 1979, pp.6-7). Under the various ideographic based strategies, there is an
‘emphasis on theory grounded in such empirical observations which take account of subjects
meaning and interpretational systems in order to gain an explanation of understanding’ (Gill

and Johnson 1997, p.37).

Ideographic type strategies are those which are most appropriate for this project, with the

abductive research strategy being the preferred type. The principles of the abductive research

strategy, which requires the completion of inductive evaluation along with theory generation

based on the inductive output, provide the overall approach used. The actual activities

undertaken, which are consistent with this research approach, include:

- data collection via a number of collection techniques including stakeholder interviews
(with park managers and commercial operators)

- detailed examination of a number of existing commercial concession agreements from the
initiation process to service delivery to closure

- literature research on international approaches and models (desk top)

- literature research on business models used in other situations (desk top)

- use of inductive logic to identify, evaluate and isolate trends from the data collected

- consideration of how the trends impact on the motives and actions of the stakeholders, and
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- development of a commercial business model framework and completion of model

validation procedures.

Importantly, the application of the abductive research strategy has been completed using the
principles and techniques of grounded theory. The principles of grounded theory for
qualitative research were first articulated by Glaser and Strauss (1967), and have been subject
to much discussion, debate and refinement since. (For example, see Strauss and Corbin 1990,
Pandit 1999 and Charmaz 2003.) However, the base principles of grounded theory remain
intact, being that the emergent theory should be ‘grounded’ in data from the field, the theory
is articulated towards the end of the research and that grounded theory is a form of emergent
research in that it does not begin with (or test) a hypothesis as the aim is to discover the theory

implicit in the research.

The research activities to be competed are summarised in Figure 3.1 below.
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Range and
Scope of
Activities

Identify / Develop
Key Themes and
Processes

Victorian and
International
Practices, and

Literature Review

Concession
Case Files
Review

Park Manager
Interviews
(and themes)

Synthesise
information
from all sources /
develop CBM

Feedback from
Park Managers/
Commercial Operators on
the synthesised model

Final
Commercial
Business
Model

Figure 3.1: Research Activities to be Completed

These activities include, importantly, a triangulation of data for analysis as the activities
include the completion of a literature review identifying current practices, the completion of
interviews and the review of a sample of case files, with these multiple sources of data being
used to generate a CBM. As a final step in this triangulation process, the CBM is subject to a

final review by users prior to finalisation.

One of the other key aspects of this approach is the early development of themes and

processes, which are then further developed and refined as additional research is completed.
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This process is further demonstrated by Figure 3.2, which details the outputs and outcomes at

each stage in the process.

Identification of range
and scope of
commercial activities

Literature review
- Australian practices
- Internat. practices

Interviews with Park
Managers

Review of data files
for a sample of
existing commercial
operators

Development of the
Commercial Business
Model

Clarification interviews
with commercial
operators/park
managers

Research Findings

Existing practices
Key aspects of the
relationship
External factors

Park Manager
perspective

Data sample selection

Key definitions
Underlying drivers

Aspects considered

Successful and
unsuccessful
practices

Outline of Conceptual
Framework

Concession Model
Development

Verification of findings

Commercial operator
perspective
Other possible
aspects

Model finalisation

The needs of the
players

Comparative
framework evaluation

Identification of park
manager issues
Clarification of current

practices

Suggested
Commercial Model

Confirmation/further
development of model

Model Specification

Future Research

Figure 3.2:  Overall Research Approach

This approach contains many of the main features of grounded theory in that the research does
not start with any particular theory or hypothesis and it requires the development or
emergence of theory based on the constant comparison of information. Also, the extent of
data obtained will be dependent upon the point at which information saturation is achieved

(i.e. information will continue to be sourced until the data is no longer contributing to the
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theory development) and the actual samples will be emergent (as is the theory and methods

generally).

However, there have been two important variations from what might be termed the ‘pure’

form of grounded theory.

e Grounded theory was initially developed for the completion of qualitative research with
the dominant data source being interviews (see Cresswell 1998, p.38). Included in the
sourcing of data for this project is the development of the initial categories and properties
based on interviews and data analysis from existing records. As is noted by Blaikie
(1990), such a combination of qualitative and quantitative data can still be used to
complete research based on the principles of grounded theory.

e Grounded theory does not place the same emphasis on the completion of a literature
review as, due to the emergent nature of the research, the literature requirement will not be
known at the beginning (but rather, will emerge during the research). This research
project varies this in that the approach adopted will require the completion of an initial
literature review. This is required to locate the research within the relevant fields of

literature initially, with this subsequently updated as any additional matters emerge.

These represent variations from grounded theory which is appropriate for this particular

research project.

3.2 The Research Conceptual Framework and Model

While the preceding has detailed the research strategy to be adopted, this strategy could only
be appropriate if it is placed within an appropriate philosophical orientation. In particular, the
philosophical assumptions implicitly adopted in this research regarding what Burrell and
Morgan (1979) have termed ‘human nature’ influenced the choice of an ideographic
methodology and an abductive research strategy. Burrell and Morgan (1979) identified four
possible philosophical orientations or paradigms for undertaking research, with the
positioning of these options being dependent on positioning within the two dimensions of

objectivity versus subjectivity and the sociology of radical change versus regulation.

For this research undertaking, the interpretivist theoretical paradigm (which sits in the

subjective and sociology of regulation dimensions of the Burrell and Morgan (1979) model)
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provides the ontological and epistemological principles which are consistent with the
requirements of the proposed research. The interpretivist ontology regards social reality as
the product of processes by which social actors together negotiate the meanings for actions
and situations — it is a complex of socially constructed meaning. It also has an epistemology
based on the hermeneutic tradition in that “researchers work ‘bottom up’ by adopting the
position of learner rather than researcher. The social actors teach the researcher how to

understand the world” (Burrell and Morgan 1979).

In applying the interpretivist ontology to research, it is assumed that the various stakeholders
(e.g. park managers, commercial operators) are influenced by their interpretation of the
incentives provided to direct their actions. That is, the stakeholders’ interpretation of the
characteristics of the commercial business model used influence their actions in supporting
environmental values (and the various stakeholder groups may adopt different interpretations

of the same characteristics).

The interpretivist epistemology required to assist in understanding the concepts and meanings
used by the stakeholders along with their interpretations, requires the completion of open or
semi-open interviews. It is only with an open interview that the intent of the output can be
understood and correctly interpreted while providing the adaptive flexibility required to

pursue relevant issues.

Importantly, the interpretivist model is consistent with the abduction strategy (previously
detailed) as interpretivism employs a process of abduction in which everyday concepts are
investigated, technical concepts generated from the data and an interpretation/explanation
constructed. As noted previously, this model also supports the use of the bottom up approach
(the hermeneutic tradition) where the researcher adopts the position of learner (rather than
expert) in completing the interviews etc and requires the interviewees to teach the researcher

to understand their motives and logic.

3.3 Data Sources, Types and Forms

For this research proposal multiple data sources have been utilised:
e The primary data was obtained using obtrusive information gathering in semi-natural

settings via:
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o the completion of detailed reviews of data maintained by the park manager for
selected commercial arrangements, and
o the completion of open structured interviews of park managers and commercial
operators, with them being individually interviewed at their primary business
location.
e The completion of a literature review of current practices in Victoria and a number of
international countries.
e These data sources were supplemented by the use of external statistical data (eg from the
ABS and international data) along with other sources (eg newspapers).
e Obtaining feedback from a sample of park managers and commercial operators on the

initially developed CBM.

The use of the various data sources, and subsequent sourcing of user feedback facilitates the
triangulation of the research results. The completion of a literature review identifying current
practices, the completion of interviews and the review of a sample of case files will provide
multiple sources of data used to generate a CBM. The final step in the triangulation process

will be for the CBM to be subject to a review by users prior to finalisation.

The data was collected both in a quantitative form (predominantly from the review of existing
data available) and qualitative form (predominantly from the interviews of the parks managers
in Victoria along with a sample of commercial operators). The literature review combined
both these types as it provided qualitative and quantitative data (while the other secondary

sources predominantly supply quantitative data).

3.4 Data Collection, Analysis and Interpretation

3.4.1 Data Collection and Sample Size

The process for the collection of the required data consists of four primary stages:

e Literature review of existing practices.

e Initial park manager interviews.

e Review of data for a number of selected commercial arrangements.

e Following the initial CBM development (using the literature review and other inputs

detailed above), validation interviews with commercial operators and park managers.
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In determining this approach to data collection and the related sample sizes, one of the
primary driving factors was the potential coverage of park management agencies in Australia.
While the intent of this research project was to develop key features of an overall CBM, there
are significant State-based differences which limit the ability to achieve this (as was discussed
in Section 2.3). Therefore, the research was restricted to the development of a CBM for
Victoria, with the research focus requiring the interviews to concentrate on the organisation

responsible for park management.

In completing the research a theoretical sampling approach was used with the samples being
stratified to ensure all target areas were adequately covered.” The final feedback interviews
were completed using discriminant sampling to ensure maximum benefit was achieved from
the interviews. In particular, the interviewees were selected based on their ability to verify the
developed model or to assist in the further development of the model. (For a discussion on

the use of discriminant sampling in grounded theory see Cresswell 1998.)

Chapter 5 (and particularly Section 5.2.1 [for park manager interviews] and Section 5.3.1 [for
the review of existing concession agreements]) provides specific information on the
population sizes, sample sizes, basis of selection of interviewee and approach to completion
of interviews. Chapter 7 (and particularly Section 7.1) provides similar information in regard

to commercial operator and park manager validation interviews.

The total data collection process along with the relevant population and sample sizes is

summarised in Table 3.1 below.

? In using theoretical sampling in grounded theory research, the researcher selects a sample based on the
potential contribution to the development of the theory. For a discussion of theoretical sampling see Glaser and
Strauss 1967 and Cresswell 1998.
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Table 3.1: Data Collection Procedures and Sample Sizes

Population Sample

Data Collection Procedure Timing Comment
Size Size

Initially completed in 2003, with
Examination of Victorian and

) ) ) N/A N/A 2003 the literature review then updated
international practices .
in 2006.
January - | Sample was structured to ensure
Park manager interviews <20 3 March coverage of all levels of
2004 management.

Existing agreements was

Review of existing 30 16 May — rationalised to ensure coverage of
<

concession agreements June 2005 | current agreements encompassing

a wide range of services.

Following model

development, validation Tl Interviewees were provided with

. . . uly— .

interviews with the proposed CBM for review and
Sept. 2006

- commercial operators <30 5 feedback.

- park managers <20 4

= Approach to Park Manager Interviews - The primary data was collected via face-to-
face structured open interviews with individuals in the Victorian park management agency
(Parks Victoria). In conducting the interview the researcher adopted the position of the
‘empathetic observer’. While the interviewer needs to be objective, it is necessary for the
interviewer to understand the position and objectives of the interviewee if the subjective
meanings of the information imparted were to be properly understood.

= Initial Data Research - Based on the interviews with the Victorian park managers, a
range of existing commercial relationships was identified and the existing documented
information (i.e. the case files) on the relationship examined.

= Validation Interviews with Commercial Operators and Park Managers - Upon
completion of the initial development of the CBM, interviews with commercial operators
and park managers were conducted to obtain feedback on the proposed model. Prior to
each interview, the interviewee was provided with a copy of the developed CBM. During
the interview the commercial operator/park manager was requested to comment on the
appropriateness of the CBM (as it pertained to them), identify any perceived concerns
with the model, comment on any possible omissions from the model, comment on any

possible refinements, and provide any additional comments considered relevant.
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3.4.2 Data and Research Timing

This research proposal represents a cross-sectional study as the data collection is from current
sources representing the current position. While the sample of existing concession agreement
files contains some data of a historical nature, the outcomes were considered based in the
current context (as the sample selection criteria included only examining more recent

concession agreements where the current context was most applicable).

3.4.3 Data Reduction and Analysis

The data obtained is both qualitative and quantitative in nature. One of the primary data

sources are semi-structured interviews where qualitative data is expected to dominate. There
will also be significant quantitative data sourced from the initial literature review (in Chapter
4) along with the concession agreement file review (in Chapter 5). This quantitative data will
provide useful corroborative support for the analysis and interpretation of the qualitative data.

The data will be measured at the nominal and ordinal levels.

Techniques for data reduction and analysis were determined a priori, as it was important the
data was collected in a form appropriate to the technique. Content analysis techniques (for
determining actual performance) and repertory grid techniques (for considering the relevance
and effectiveness of key drivers such as incentive types) were used for the analysis of the
quantitative and qualitative data. Content analysis is a research method that uses a set of
categorisation procedures for making valid and replicable inferences from data to their
context. The method combines qualitative (defining the categories) and quantitative
(determining numbers within categories) aspects. The completion of content analysis requires
the conduct of a series of steps -coding, categorising, classifying, comparing and concluding.*
Repertory grid analysis has been used in this research to assist in the analysis of the outcomes
of the interviews as it is a technique which enables the comparison and analysis of the

responses to common identified areas.

The reduction and analysis of the quantitative and qualitative types of data followed content
analytical procedures based on the principles of grounded theory with data displays being

used (where feasible) to summarise the data. In particular:

* For a further discussion on content analysis techniques see Content Analysis — Combining qualitative and

quantitative methods (www.geolog.com/gmsmnt/gmca.htm) and Neuendorf 2006.
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- initially, the overriding concepts, categories and properties were identified (being the
coding step)

- these initial base concepts were further developed and clarified, as necessary, based on the
output of the park manager interviews and concession agreement file reviews studies
(being the categorising and classification steps), and

- these concepts and categories form the basis for the analysis of the data used for the

development of the proposed CBM (being the comparing and concluding steps).

It 1s important to note that, under this process, the development of the form of data analysis
and reduction occurred continuously through the study with it being based on the data actually

collected.

3.4.4 Data and Theory Validation

Maxwell (1996, p.87) uses the term validity to refer to the “correctness or credibility of a
description, conclusion, explanation, interpretation, or other sort of account”, and identifies
two broad threats to validity that are often raised in relation to qualitative studies — researcher

bias and reactivity.

Researcher bias is said to be present if data is selected that fits the researchers existing theory
or ‘stand out’ to the researcher. Reactivity refers to the influence of the researcher on the
setting or individual studies. Reactivity bias is unavoidable in interview situations. What the

interviewee says is always a function of the interviewer and the interview setting.

Techniques used in this research project to reduce researcher and reactivity bias were:

e Interview questions were semi-structured and open-ended so as to reduce the possibility of
asking leading questions.

e Interviewees were asked to review a written account of the interview.

e Sample sizes and specific samples (for the concession file review and the commercial
operator interviews) were selected in conjunction with advice from park managers.

e A large sample of concession agreement files was selected to ensure coverage of all types
of services and agreements as against a smaller number of interviews (thereby providing a

counter to interviewee bias).
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To improve validity triangulation of data was also completed. While one dimensional
approaches to the collection and interpretation of data often rely on their own method to
validation of approach, a greater measure of confidence can be obtained where a wider range
of measures and data sources are used. Therefore, greater validity can be expected from an
increased number of measures, with the use of multiple measures being a triangulation of
data. (See Neuman 1991.) A number of data sources have been used in this study (being the
completion of interviews at various stages, literature research and file reviews — using a
variety of methods), with the various data sources enabling the required triangulation
validation of results. Importantly, the proposed CBM was ultimately submitted to a sample of

commercial operators and park managers for review and update prior to finalisation.

3.5 Ethical Compliance

The completion of this research project required interviews of appropriate management within
the national park management organisations along with the commercial operators and the
gaining of access to concession agreement files. Therefore, the project has been completed in
a manner which conforms with the NH & MRC National Statement on Ethical Conduct in
Research Involving Humans (1999) and the RMIT Human Research Ethics Committee, and
has been approved by the RMIT Business Portfolio Human Research Ethics Sub-Committee.

3.6 Summary Conclusion

In completing this project an abductive research approach (which is one of the ideographic

type methodologies for social research) has been adopted based on the completion of

inductive evaluation along with theory generation based on the inductive output, with the

application of this abductive approach being completed using the principles and techniques of

grounded theory. Specifically, the research activities undertaken, included:

- data collection via a number of techniques including stakeholder interviews (with park
managers and commercial operators within parks)

- detailed examination of a number of existing commercial arrangements from the initiation
process to service delivery to closure

- literature research on Victorian and international approaches and models

- identification of the relevant trends to explain positive and negative impacts on the
environment

- consideration of how the trends impact on the motives and actions of the stakeholders, and
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- development and testing of a commercial business model which provides the required

positive incentive to drive commercial operator action.

These activities include the sourcing of data from a number of interviews (including obtaining
user feedback on the developed commercial business model). A theoretical sampling
approach has been adopted in selecting the samples for the interviews and concession file
reviews, with discriminant sampling being used for the final feedback interviews. The use of
the various data sources, and subsequent sourcing of user feedback facilitates the triangulation

of the research results.

The following chapter represents the commencement of the sourcing of this data, being the

review of current literature and practices on approaches to commercial activities in national

parks.
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“Models for managing protected areas are... changing rapidly — in many cases
involving non-governmental organisations and the private sector in the
establishment and management of protected areas. This requires clarity of the roles
of different actors...; it also requires better co-ordination and co-operation than

currently exists” (Figgis 1999, p.v).

This quotation from the foreword to Australian National Parks and Protected Areas: Future
Directions (1999) reflects the primary driver for this research. It is recognised that the
business model for the management of national parks is changing, but the actual specification
of the parameters for this future business model are at a very early stage of development.
Park managers acknowledge the need to use private commercial operators to provide visitor
services in national parks, but do not have a fully developed model for facilitating this. Park
managers need a set of commercial practices (based on their overall management
requirements) which will provide the basis for a usable commercial business model which
supports the use of the private sector in service provision in national parks. These trends and
the resultant need for a set of commercial practices have been identified in a number of recent
reports as the drivers behind these reports considering possible features of a commercial
business model (see Department of Industry, Tourism and Resources 2003, various reports
prepared by the Australian and New Zealand Environment and Conservation Council
(ANZECC), TTF Australia 2004 and Morse ef al 2005). These represent an important
contribution to the debate, and begin to identify some of the possible features. However, they
do not provide a comprehensive solution. It is argued by the researcher that the development
of'a workable business model requires a combination of a number of important elements —
including knowledge of the national park management system in Australia and Victoria along

with an understanding of the needs and motivations of the private sector in providing services.

This chapter begins the process of identifying and developing each of these elements by
reviewing the literature to determine and evaluate current CBM practices in national parks in
Victoria and a number of other countries. The position of this research within the total

research framework (previously outlined in Chapter 3) is depicted in Figure 4.1.
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Range and
Scope of
Activities

Identify / Develop
Key Themes and
Processes

Victorian and

International

Practices, and
Literature Review

Concession
Case Files
Review

Park Manager
Interviews
(and themes)

Synthesise
information
from all sources /
develop CBM

Feedback from
Park Managers/
Commercial Operators on
the synthesised model

Final
Commercial
Business
Model

Figure 4.1: Research Activity Completed in this Chapter

The structure of this evaluation of Victorian and international practices in managing these

commercial relationships is depicted in Figure 4.2.
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REVIEW OF THE AVAILABLE LITERATURE

Figure 4.2:  Approach to Evaluating Comparative Practices

Initially, a consideration of available research on commercial business models is completed
(in Section 4.1), via an examination of current literature. Then an examination of current
commercial business models used in Victoria (Section 4.2) along with the main international
countries (Section 4.3) is completed. Based on the identified commercial business models, a
comparison of practices is completed (in Section 4.4) including an identification of the key
similarities along with specific differences. This review is focussed on identifying what is
regarded (by the available literature) as potential best commercial business model practices
including the structural arrangements for the commercial relationship which would need to be
considered within the Australian and Victorian environment. This review, and its placement
within a Victorian context, provides the basis for the development of a commercial business
model framework (in later chapters). Finally, it is also important to identify and consider the
potential changes in the external environment and the possible implications of these changes

on commercial practices (as is done in Section 4.5).

In developing the required commercial business model framework it is necessary to consider
the extent to which the completion of commercial activities in national parks (including the
development of a commercial business model) has been considered in recent literature, along
with the specific Victorian environment which impacts on Victorian practices (such as the
legislative framework). The following sections complete this consideration from the

Australian and Victorian perspectives.
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4.1 Commercial Business Models for National Parks in Australia

"Scenery is a hollow enjoyment to the tourist who sets out in the morning after an

indigestible breakfast and a fitful night's sleep on an impossible bed."
(quote from Stephen T. Mather, first Director of the National Park Service of USA, from the internet sight
of the USA National Park Service, www.nps.gov)

While the Australian system of management of national park and conservation reserves is
regarded as distinctive (as most national parks and reserves are managed by State and
Territory governments rather than the federal government (Wescott 1991, p.331)), Australia is
also seen increasingly as a world leader in many areas of national park management. An
example of this leadership is the contractual framework now used extensively for the
completion of parks management in public-private sector park management structures for
indigenous communities, which originated in Australia. (For a discussion of this framework

see Reid 2001, pp.135-155).

Not surprisingly, as one of the leading parks managers and providers of community access to
national parks (as evidenced by the number and size of national parks in Australia, the level of
visitation and involvement of Australian park management organisations in international
developments in park management practices), Australia is also facing many of the challenges
faced by other national park organisations around the world. These challenges were
considered from and Australian and Victorian perspective in Chapter 2 (and are considered
from a Canadian, USA and New Zealand perspective in Section 4.3), and can be summarised

as follows.

e The size of the protected area estate has increased significantly over the last twenty years,
particularly in the developed world and there has also been a corresponding increase in
park usage by the community (as indicated by visitation levels).

e The above factors have placed significant pressure on management approaches to national
parks, with parks management moving away from the community based approach,
becoming increasingly professional and placing a greater focus on the requirements of the
visitor (at the possible expense of the environment).(For a further discussion on this trend

see also Coffey 2001, pp.70-71 and Westcott 1995).
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e The extent of public funding committed to the management of protected areas, while
increasing in total, is declining on a relative basis (e.g. on a per hectare basis) thereby
placing increasing pressure on the development of alternative funding sources.

e The above funding pressures have resulted in increasing use of the private sector in the
provision and operation of visitor services, while this combined with increasing visitation

has caused increasing involvement of the private sector in the provision of tourist services.

This later trend, the increasing involvement of the private sector in the delivery of services,
has been subject to significant debate in Australia and other countries. The first Australian
conference on the issue was held in 1994 and resulted in the main current Australian reference
on the issue, National Parks: Private Sector’s Role (Charters et al 1996). There have also
been, since this initial conference, various general suggestions on the extent to which
commercial activities should be permitted in national parks along with comments on how to
control the extent of these commercial activities, with the majority of these coming from

lobby organisations or the publications of these organisations. For example:

e Greens NSW believe tourism activity should be controlled by the establishment of
regulatory mechanisms, the increased financial contribution of service providers and
visitor limitations (Greens NSW 1998).

e The Australian National Parks Association believes the commercial exploitation of
wilderness areas should be ruled out completely and immediately (National Parks
Association 2001).

e The publications of the Australian Conservation Foundation maintain that the permitted
‘multiple use’ management approach of our national parks was failing to delivery in
maintaining the environmental integrity and sustainability of these national reserves

(Prideaux et al 1998).

The above views suggest a need for caution in the acceptance of positions adopted by some
authors (as these authors are potentially advocating a position based on an ideological position
rather than a full consideration of the issues or needs of the community). It is important to
understand that while there has been extensive research completed and articles written about
national park systems (and, in particular, the Australian national park system) along with the
issues facing these national parks, the relevance of the output from this research needs to be

carefully evaluated along with the importance of segregating fact from opinion.
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A significant amount of the available literature (both referenced and secondary) has been
researched and written within the interpretive paradigm, with significant use of case studies
and personal experiences to establish and support positions taken (e.g. Department of
Industry, Tourism and Resources 2003, Greens NSW 1998, TTF Australia 2004). This,
unfortunately, opens much of the literature to the potential criticism of bias, a criticism which
in some instances would appear to be founded (e.g. Greens NSW 1998).

This need for care in considering the literature in relation to national parks does not detract
from the extent of literature available. There is clearly significant literature on the role of the
private sector in our national parks, but much of this is focussed on a consideration of the
problem rather than the structuring of a solution (and, in particular, the development of a
practical and comprehensive commercial business model). For example, the previously
referred to National Parks: Private Sector’s Role (Charters et al 1996) focuses on the role of
the private sector within a national park environment and, while it does include relevant case
studies, the focus of these case studies is on the role of the private sector rather than how best
to structure the park manager-private sector relationship. As is indicated by this example, the
debate in the literature focuses on whether, and to what extent, the private sector has a role in
national parks. (Refer Charters ef al 1996 and Figgis 1999 for examples of this discussion.)
This thesis is not focussed on this debate, rather, it assumes the private sector has a role in the
delivery of visitor services and focuses on the structuring of the park manager-private sector

business relationship.

In recent years a number of reports have been released which do extend their consideration
into the individual aspects of a commercial business model. In particular a report from the
Department of Industry, Tourism and Resources (2003) focussed on the development of a
partnership approach to the public-private sector relationships, while a subsequent report by
Morse, King and Bartlett (2005) looked at the development of a theoretical business model for
application within Kakadu National Park )which required careful integration with the
traditional indigenous owners). Some of the key outcomes of relevance for these studies are
incorporated in the following. However, the dual criticisms of potential bias along with a lack
of adequate detail can be directed at these reports which detract from their overall relevance

(while still providing good indications of areas to consider).
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The preceding has focussed on available literature which considers commercial activities
within a national park or protected land framework. In considering the potential
characteristics and structures of a commercial business model it is also relevant to take a more
holistic view focussed on the overall concepts inherent in a commercial business model,
irrespective of the specific requirements of the national park environment. There are a
number of potential traditional areas of business research applicable in this area with the more
significant being:

- Environmental management and values

- Specification of the private sector role

- Stakeholder management/theory

- Social responsibility reporting

- Incentive approaches, and

- Public-private sector relationships and business structures.

While there is extensive literature on a number of these areas, very little considers these areas
in relation to the national park environment or only consider them within a holistic public-
private business approach. There is extensive literature on individual public-private sector
business models (such as Public Private Partnerships) on a range of generic business
structures and on commercialisation in the public sector (see Kelly 2000 and Mellors 1995).
However, these models take a more holistic view in defining the areas of application and,
therefore, have not been developed to meet the needs of the environment in which the national
park managers operate. In particular, the models do not consider the legislative constraints
which exist in providing commercial services in national parks (e.g. restrictions on period of
tenure which impact on the level of investment attractiveness) or the importance of the
environmental and social obligations of the national park manager. There has certainly been a
consideration of the importance of stakeholder involvement in natural resource management
(Moore ef al 2001). However, this has been completed from the perspective of a generic
organisation and does not represent a full application of stakeholder theory to the structuring
of a business relationship in a national park environment. There are numerous articles on
corporate social responsibility (CSR) and corporate social reporting (Clarkson 1995 and
Swanson 1999), but the focus is on the CSR of organisations in a normal external supplier-
customer-stakeholder relationship. The unique requirements associated with providing a
service within a protected area are not considered. (For examples of this discussion refer

Clarkson 1995 and Swanson 1999).
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The one exception to this trend is in regard to incentive options, where a detailed study
initiated by the Commonwealth Government has considered the applicability of possible
incentive approaches to the conservation of biodiversity (see Young ef al 1996). However,
even this material may be viewed as insufficient as it considers the incentive issue in isolation
rather than as a component of a total commercial business model and with a focus on

unprotected lands rather than protected lands.

The available literature (previously referred to) does provide valuable background
information and, in some cases, guidance in the evaluation of specific areas. However, there
is no available research which, either in part or whole, provides a framework for the
structuring of commercial arrangements in national parks. This is particularly valid when the
need to place the commercial business model in Victoria is taken into consideration, which is
the focus of this research. This conclusion has also been confirmed during discussions with
senior management of some of the public sector national park management organisations,

who have consistently expressed a strong interest in the results of this research project.

4.2 Commercial Activities in National Parks - the Victorian

Perspective

The preceding section has considered the literature from an overall Australian perspective and
found that the literature had not adequately addressed the development of a specific
commercial business model for application in national parks. However, a rich sauce of
information exists regarding existing commercial practice in national parks in the legislature
and other environmental literature (see Figure 4.2). This section considers this from the

Victorian perspective.

As the focus of this research is the development of a commercial business model within the
Victorian context it is necessary to have a deeper understanding of the Victorian framework
around which commercial activities are completed. This needs to be considered at two levels,
from the perspective of the overall contextual environment along with the specific
commercial operating requirements (legal and operational). Therefore, this section considers

in detail the Victorian context based on the following.
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SPECIFICATION OF THE VICTORIAN CONTEXT

Figure 4.3:  Approach to Reviewing the Victorian Perspective

Any commercial business model needs to take into consideration the legal framework in place
(covering the statutory mandate and associated key functions) along with the overall business
structure and approach to management adopted, these representing the contextual
environment. Within this overall environment are the specific requirements associated with
commercial operator arrangements — the legal form of any agreement, the type of activity for
which concessions are required, and the basic requirements of a concession along with the
concession process in place. An understanding of this context and specific environment will

provide the basis for comparison with approaches in other jurisdictions.

4.2.1 The Victorian Contextual Environment

Parks Victoria was established in 1996 as the statutory authority responsible for management

of Victoria’s protected parks and reserves, including national parks.

= Statutory Mandate/Requirements

The statutory functions of Parks Victoria are detailed in Section 7 of the Parks Victoria Act
1998 (Vic) (as previously outlined in Section 2.6.2 of Chapter 2). Under this Act, Parks
Victoria’s responsibilities are to provide services to the State and its agencies for the
management of parks, reserves and other land under the control of the State. With the

approval of the Minister, it may also provide services to the owner of any other land used for
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public purposes for the management of that land. Importantly, the Act (Section 7(2)) also
requires that Parks Victoria must not act in a way that is not environmentally sound in

carrying out its functions.

While the Parks Victoria Act 1998(Vic) provides the statutory mandate for Parks Victoria, the
organisation also has a range of additional statutory responsibilities under various other Acts.
These responsibilities are summarised in the Parks Victoria Annual Report for 2004/05 (2005)
with this organisation being responsible for managing:

all areas under the National Parks Act 1975(Vic)

- reserved and unreserved Crown land including conservation and other reserves,
metropolitan parks, regional parks and historic areas (under the Crown Land (Reserves)
Act 1978(Vic), Forest Act 1958(Vic), Wildlife Act 1975(Vic), Land Conservation Act
1970(Vic) and Heritage Rivers Act 1992(Vic))

- recreational and other activities on waterways land in the metropolitan area as defined in
the Water Industry Act 1994(Vic)

- piers and jetties in Port Phillip Bay and Western Port and recreational boating on these
bays pursuant to powers conferred on it as a port manager under the Port Services Act
1995(Vic), and

- anumber of other areas under leases or other arrangements (including Yarra Bend Park,

land leased by Alcoa at Anglesea, and reservoir parks).

It 1s with respect to the National Parks Act 1975(Vic) that this research is specifically
concerned. In particular, Section 17 of this Act places on the Government (and therefore
Parks Victoria) the responsibility to:
“(a)  ensure that each national park and State park is controlled and managed, in
accordance with the objects of this Act, in a manner that will:
(1) preserve and protect the park in its natural condition for the use,
enjoyment and education of the public;
(11) preserve and protect indigenous flora and fauna in the park;
(111)  exterminate or control exotic fauna in the park;
(iv)  eradicate or control exotic flora in the park; and
(v) preserve and protect wilderness areas in the park and features in the
park of scenic, archaeological, ecological, geological, historic or other

scientific interest;
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promote and encourage the use and enjoyment of national parks and State

parks by the public and the understanding and recognition of the purpose and

significance of national parks and State parks.”

The objects of this Act are detailed in Section 4 of the legislation and include the

requirements:

to make provision, in respect of national parks, State parks, marine national

parks and marine sanctuaries—

(1) for the preservation and protection of the natural environment including
wilderness areas and remote and natural areas in those parks;

(11) for the protection and preservation of indigenous flora and fauna and of
features of scenic or archaeological, ecological, geological, historic or other
scientific interest in those parks; and

(111)  for the study of ecology, geology, botany, zoology and other sciences
relating to the conservation of the natural environment in those parks; and

(iv)  for the responsible management of the land in those parks.”

Parks Victoria is given significant power to enable it to fulfil these functions. Under Section

8 of the Parks Victoria Act 1998(Vic), for the purpose of carrying out its functions, Parks

Victoria:

O

O

O

may enter into agreements and arrangements for the provision of services
may act as a committee of management under the Crown Land (Reserves) Act 1978(Vic)
may do anything necessary or convenient to be done for or in connection with, or as

incidental to, the performance of its functions.

Therefore, under these various Acts, the Victorian Government has a clear statutory mandate

to establish and maintain a network of national and State parks for the purpose of

conservation of the natural values of the environment while also making these areas of

protected land available to the public for recreational and educational purposes.

Responsibility for delivery of this statutory mandate is then allocated to Parks Victoria under

various legislation along with the management agreement between the Victorian government

and Parks Victoria.
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= Key Functions

While the statutory mandate specifies a number of key functions in legislation, these are, in
effect, enshrined within the vision and purpose for Parks Victoria as detailed in the 2004/05
Annual Report (p.2).

“Vision - An outstanding park and waterway system, protected and enhanced, for

people, forever.

Purpose- We exist to:
o conserve, protect and enhance environmental and cultural assets;
o responsibly meet the needs of our customers for quality information, services
and experiences;
o provide excellence and innovation in park management; and

o contribute to the social and economic well-being of Victorians.”

Clearly, Parks Victoria recognises its important role in conservation as this dominates the
visions and purpose. The function related to enabling community access is also included but

clearly resides as a secondary (albeit important) purpose.

= Business Structure/Approach to Management

The overall business structure and approach to the management of national parks in Victoria,
including the provision of services to the public, can be considered based on different levels
of management. At a Government level — where the Department of Sustainability and
Environment (DSE) (through the Minister for Environment, the Minister for Planning and the
Secretary to DSE) has entered into a Management Services Agreement with Parks Victoria
which details the overall arrangements regarding the relationships and responsibilities for the
provision of services to DSE with these management services being delivered within State
policy, contractual agreements and in accordance with specific statutory responsibilities (as
previously outlined). At a corporate level — where day-to-day responsibility for operations
and administration is delegated by the Board of Parks Victoria to the Chief Executive (who is
appointed by the Board following consultation with the Minister) and his Executive Team. At
a business unit level — where the Commercial Business Division (which is also referred to as

the Central Concession Unit) manages the establishment and monitoring of the performance

Page 70



Chapter 4: Current Commercialisation Practices — the Review of Current Literature

of commercial facilities along with the planning and programming for pay-for-use services on
the Parks Victoria estate, with a view to ensuring that such activities comply with policy and
governance requirements and enhance the visitor experience of the estate. Within the park
management agency, the Central Concession Unit has lead responsibility for commercial
activities in national parks. At a region and individual park unit level — where the five
geographic regions (of Victoria) manage the on-ground delivery of services throughout the
Victorian estate, including environmental and cultural values conservation, protection and
enhancement programs, asset maintenance, fire and emergency services support, visitor and

tourist services, and recreational programs.

The key features of this structure are:

the establishment of a separate entity (Parks Victoria) for the delivery of service with

there being a clear adoption of the purchaser-provider business model

- the segregation of Government policy (which resides within DSE) from delivery of
services

- the establishment of a separate business unit for the development and management of
commercial relationships with this unit taking the dominant role in the development of
complex concessions while also providing an overview service for simple concessions,
and

- regions and management within individual parks having a primary role in simple

concessions and a secondary role in complex concessions.

4.2.2 Specific Victorian Commercial Operator Arrangements

As has been demonstrated, the use of commercial operators in national parks for the delivery
of visitor services represents an important area of operations for all national park managers.
The actual management of these operations, normally via concession type arrangements, vary
significantly as does the key aspects of the concessions. Within Parks Victoria, a number of
the key features are determined by legislation while the management process has been
developed based on experience. The following sections detail the commercial operator
arrangements and processes based on a consideration of the legal form of the agreement, the
activities for which an agreement is required, the basic tenants of agreements, the actual

process for managing concessions and the evaluation criteria used in awarding concessions.

= Legal Form of Agreement
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Within Victoria, the legal form of the agreement between a commercial operator and Parks
Victoria is specified by the various legislative requirements as are the areas of application and

a number of terms of the agreement. These can be summarised as follows:

Table 4.1: Summary of Victorian Legal Agreements

Tenancies or leases in - The Minister may grant for a period not exceeding twenty years a tenancy
National Parks of land in the park having an area of not more than one hectare for use as
a kiosk cafe or store or for scientific research or for a ski tow (National
Parks Act 1975(Vic) s.19).
- The Minister may grant to a person a tenancy of a camping ground or
building in the park for a period not exceeding seven years (National
Parks Act 1975(Vic) s.19)
- The Minister may grant a tenancy of or licence for a period not exceeding
seven years for any specified purpose of a like nature to a purpose for
which the land was being used at the time it became a park or part of a
park (National Parks Act 1975(Vic) s.26A).
- Tenancies and leases under the National Parks Act 1975(Vic) are subject

to such terms and conditions as the Minister determines.

Permits or licenses in - The Secretary may grant to a person a permit to carry on a trade or
National Parks business in the park for a period exceeding six weeks but not exceeding
three years (National Parks Act 1975(Vic) s.21).
- A permit granted may be cancelled or suspended by the Minister if the
holder does not comply with the terms and conditions of the permit
(National Parks Act 197(Vic)5 s.21).
- The Minister may determine from time to time the terms, conditions,
charges and fees for such permits granted or that may be granted under

the National Parks Act 1975(Vic).

A person shall not, in a park, carry on a trade unless he is carrying on the trade or business under and
in accordance with a licence, permit, tenancy, agreement or any other authority (National Parks Act
1975(Vic) s.43).

Any land which has been reserved either temporarily or permanently under section 4 shall not (except
as authorized by this or any other Act) be sold leased or licensed (Crown Land (Reserves) Act
1978(Vic), s.8).

= Activities for which a Concession is Required

Chapter 2 (and particularly Appendix 2) provided an outline of the range of commercial

activities completed in Victoria’s national parks along with the number of operators. These
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activities can be further segregated based on the type of legal agreement used. In 1999 the
Parks and Wildlife Commission of the Northern Territory completed a ‘commercial
management’ survey to identify the range of concessions granted by park management
agencies along with the length of tenure (covering all types of parks and reserves). While
completed in 1999, the resultant outcome continues to provide a good guide to the range of
activities for which a concession is required segregated by type of agreement (with these
having been recently confirmed with Parks Victoria). Appendix 3 summarises the outcomes
of this survey, as it relates to Victoria. (For the full survey result see Parks and Wildlife
Commission, Northern Territory 1999). The original survey categorised the findings into four
concession types; leases (which are equivalent to complex concessions), licenses (which are
equivalent to simple concessions), alien tenure and agency operated enterprise. (Refer
Section 2.1.3 for a definition of each of these types of concessions.) The summary in the
appendix covers three of these categories as alien tenure in Victoria is encompassed within

the lease categorisation.

This summary also highlights the high degree of variation of concession terms which occurs

in Victoria’s parks in that:

- some services are provided under both leases and licences (eg kiosk)

- some services are provided by the public sector in one park (via AOEs) whereas in other
parks the same service is provided by the private sector (via a lease or licence), and

- there is significant variation in concession tenure with leases ranging from monthly to 21
years and licences from 1 to 10 years. (The survey covered agreements in national and
other State parks. The tenure of State park concessions are covered by the Crown Land
(Reserves) Act 1978 (Vic) which permits longer tenure (up to 21 years) than that permitted
under the National Parks Act 1975 (Vic), which has a maximum of 20 years.)

Clearly, the range of services provided within parks by the private sector under various types
of concession arrangements is extensive. Lessees and Licensed Tour Operators (LTOs) play a
key role in facilitating community access to public land and in encouraging tourism and
recreation in Victoria while also having a potentially significant role to play in encouraging
the appropriate use of the land and in promoting (and protecting) the natural values of these

lands.

= Basic Tenants of the Concession
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There are a number of basic tenants of various types of concessions either as a result of
legislation, a directive from the Minister or a policy of the management agency (Parks
Victoria). These can be summarised as follows for the two legal instruments relevant for

Victoria.

Table 4.2: Basic Conditions of Leases and Licences

Lease (Complex Concession) Licence (Simple Concession)
Type of Activity
Complex service areas such as campground Routine activities such as guided tour operations,
management, kiosk operations, safari camp, retail single event activities.

services,, other accommodation etc

Activity Exclusions

Major tourism facilities must be sited outside of national parks. (DITR 2003, p. 13.)

Period of Tenure

Up to 20 years inside a national park and up to 21
years on other reserved land. Up to 3 years

Longer period possible under unusual circumstances.

Parks Victoria Pricing to Concessionaires

General Approach: For commercial business operations charges may attempt to recoup all costs including
interest on capital invested in land and facilities. Commercial operations should, in principle, make a positive

net return for the State. (Queensland Parks and Wildlife Service 2000, p. 7)

Fixed fees for tour operators as follows:

New application fee $165.00

Permit fee for one year permit $55.00

Subject to individual negotiation under a strict policy i :
Permit fee for three year permit | $165.00

Per Head fee $1.10

and procedural structure.

(Per 2004 Tour Operator Licence
Application/Renewal available on

http://www.parkweb.vic.gov.au/.)

Distribution of Lease and Licence fees

Under Section 33 of the National Parks Act 1975(Vic) all monies received by way of “rents, fees, tolls or other
charges payable under this Act or the regulations, whether under a lease, licence, permit, tenancy or other
instrument” are to be paid into the Consolidated Fund of the Government. (Effectively, concession receipts are

not directly available for use on management and maintenance of the asset used to generate the revenue.)
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= The Concession Process (including Evaluation Criteria)

Parks Victoria has established a structured process for application and issuing of LTO permits
for simple concession type arrangements, with these outlined in three publicly available
documents:

- Information for Prospective Tour Operators on Public Land in Victoria;

- Frequently Asked Questions and Answers about Tour Operator Licensing; and

- 2004 Tour Operator Licence Application/Renewal.

Parks Victoria also has a formal process (and supporting manual) for the application and issue
of leases and licenses, but this is not a publicly available document. The Parks Victoria
‘Leases and Licence Process Manual’ has been most recently updated in December 2004,
with the manual providing a guide to the process steps required in establishing a lease
concession. However, the manual provides minimal information on the business
requirements. (For example, the manual specifies the maximum legal term possible but does
not discuss the options below this maximum or a basis for selection of the lease term.). The

identified key features for each type of concession are:

Table 4.3: Outline of the Concession Process

Lease (Complex Concession) Licence (Simple Concession)

Management Control

) While the Commercial Division is responsible for
Responsibility for all leases rests with the ) ) o
all leases and licences, prime responsibility rests
Commercial Division of Parks Victoria.
with the individual national park manager.

Needs Identification and Specification

Normally initiated by Parks Victoria (either

individual park, regional or central management). ) o )
Normally relies on initiative of the potential
Would then be subject to internal review and o
operator. Parks Victoria does not take a lead role
specification process prior to going to tender o o
in identifying the need.
(including completion of the Parks Victoria

‘Commercial Project Justification” schedule).

Contract Specification

Developed individually for each lease using a
‘standard form agreement’ as the base.
Therefore, key terms and conditions may be )
) o ) Based on standard form ‘licence agreement’.
subject to negotiation eg lease term, option
extension arrangements, financial obligations,

exclusivity etc
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Licence (Simple Concession)

Selection/Tender Process

Normally subject to a full public Expression of

Interest/Request for Tender process.

Subject to individual applications.

Evaluation Criteria and Process

Determined dependent upon individual
requirements of the project. Factors which may
be considered include consistency with vision,
management arrangements, past experience,
financial capabilities, environmental aspects, risk
distribution/exposure, financial return and

investment level.

The ‘Information for Prospective Tour Operators
on Public Land in Victoria’

(www.parkweb.vic.gov.au) notes that “each tour

application will be assessed on its merits, including
the quality of service offered and the consistency
of delivery, and the likely impacts on the area(s)

concerned.”

Financial Relationship

Subject to negotiation. Will vary depending upon
nature of service being provided, required level of
operator or park manager investment, perceived
profitability of service, risk allocation, length of
tenure, exclusivity etc. There are no specified

minimum requirements.

Based on a defined pricing structure.

Incentive/Performance Structure

Subject to negotiation. No specified minimum

requirements.

Based on defined pricing structure with minimal
incentive. Annual renewal process subject to

satisfactory provision of past services.

Quality/Accreditation Requirements

No specification. Subject to individual identified

need.

In 2004 Parks Victoria made compliance with the
government funded and industry-endorsed
Adventure Activity Standards (AAS) a condition

of all Tour Operator Licences.

Lease/Licen

ce Approval

Parks Victoria makes submission to Minister as
all leases in national parks are subject to

Ministerial approval.

Approved by Commercial Division. Licences are
ultimately signed by the CEO (under authority
from the Minister).

4.2.3 Natural Values Protection versus Commercial Activities

As has been noted previously, there is a continuing conflict between the needs and objectives

of the commercial operator and the requirements of the park manager. Therefore, in

considering the park manager approach to ensuring the protection of the natural values of

national parks it is important to determine the extent to which the concession process places

environmental obligations on the operator.
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Within the licensing (simple concession) arrangements in Parks Victoria, there is a hierarchy
of conditions to ensure that activities are undertaken in a safe and sustainable way and do not
impinge on the enjoyment of other park visitors. Licenses can include general, activity,

location and special type conditions which specify environmental requirements.

General conditions apply to all locations and all activities. The main environmental based
conditions within the general conditions category include specifying that fires may only be lit
in fireplaces for areas managed under the National Parks Act 1975 (Vic), that pets and
firearms are not to be taken into national parks, include the requirement to not damage,
destroy, disrupt or remove any native flora (live or dead) or any native fauna from the site or
the park, prohibition on the feeding or handling of wildlife without the consent of Parks
Victoria, detailing the requirement for camp sites to be maintained and left in a tidy condition
and to be located at least 20 metres from any stream, dam or aqueduct, and specifying that all
rubbish is to be removed unless rubbish bins are provided. Activity conditions apply to a
particular activity in all locations. Activity conditions cover such areas as group sizes and
standards to be adhered to. Location conditions may apply to a particular activity at a
particular location (and all operators undertaking that activity). For example, in Mt Buftfalo
National Park, tree protectors are required if trees in the climbing/abseiling area are to be used
as anchor points or protection systems. In addition to these types of conditions, additional
special conditions may be applied to individual licenses where required. No other formal

environmental requirements are placed on licensed operators.

The position for leases (complex concessions) is more flexible. Included within the ‘standard
form’ lease agreement are some general environmental requirements. However, these may be
varied as required with them being removed, altered or replaced with alternative

requirements.

The above review of environmental obligations placed on commercial operators in national
parks under lease and licence operators suggests that these obligations do not appear to be
excessively onerous. This review also indicates that minimal consideration is given to the

placement of obligations outside a predetermined framework.
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4.3 Commercial Activities in National Parks - the International
Perspective

The funding and visitor infrastructure issues facing Australian and, in particular, Victorian
national park management agencies are not unique. These problems are also encountered by
park management agencies across the world and the international approaches to using
commercial operators to provide additional funding and services may provide useful insights

for Australian park management agencies.

National park systems are in various stages of development across the world with some
countries only recently commencing the establishment of a protected land system (eg Laos’)
while others are far more advanced in respect to the actual land reserved along with the
management systems in place. The countries with developed and established systems
(excluding Australia) include Canada, the United States of America and New Zealand.
Therefore, in considering the international perspective and experiences, these will be the
countries of prime focus. South Africa will also be examined because of one unique feature
within that country, the development of private conservation reserves, often attached to large

public national parks.

4.3.1 Canada

Canada, similar to Australia, was one of the first countries to establish a national park system.
Canada’s first national park was established in 1885 when twenty-six square kilometres was
reserved at Banff, Alberta. Since that time, the system has been subject to continuous growth
whereby it now consists of 41 national parks and 149 national historic sites (Parks Canada

Agency, Corporate Plan 2004/05-2008/09, p 11).

Up until recently, management responsibility for the Canadian national parks resided within a
department of Government. In 1998 this changed when Parks Canada was restructured to
become the Parks Canada Agency — a separate legal entity reporting to the Minister of
Canadian Heritage. In 2000, Parliament passed the Canada National Parks Act (Can) which
further modernised Parks Canada’s historical role and, most importantly, established

ecological integrity as the first priority of the management agency. This recommitment of

> Based on a discussion in 2006 with an Australian based land manager seconded to Laos to develop a protected
land system.
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ecological integrity was, in part, driven by the March 2000 report of the Panel on the
Ecological Integrity of Canada’s National Parks which confirmed the progressive loss of
native biodiversity and habitat and highlighted the threats such as invasive species to the
parks ecosystems. (See Parks Canada Agency, Corporate Plan 2004/05-2008/09, p.10 for
further information.) In December 2003, the Prime Minister named the Minister of the
Environment as responsible for the overall direction of the Parks Canada Agency. Today,

more than 4,000 people work for Parks Canada (http://www.parkscanada.pch.gc.ca).

Similar to Victoria, there has been major growth in the size of the Canadian parks estate
(including national parks) along with the addition of marine parks. Between 1989 and 2000
the size of protected lands in Canada increased from 29.4 million hectares (protecting 2.95%
of Canadian ecosystems) to 68.3 million hectares (protecting 6.84% of Canadian ecosystems),
with the growth in national parks being a major contributor (Dearden and Dempsey 2004).
As a result the Parks Canada Agency, as the entity responsible for management of national
parks is facing the same trends as in Australia.

e Visitation is substantial and increasing. On average, people visit Canada’s national parks,
national historic sites and national marine conservation areas 26 million times each year
(which is similar to the Victorian visitation levels in 2001/02).

e Recent Canadian polling shows about one quarter of Canadians visited a national park in
the past year.

e Nearly two-thirds of national park facilities across the country are in need of repair.

e The Parks Canada Agency budget is not adequate to maintain all these facilities and the
related services.

e Inthe 2003/04 year the Parks Canada Agency generated approximately C$17.8 million
revenue from rents from lands, buildings and concessions (being approximately 2.2% of
the total funding of C$530 million). This compares to the Victorian equivalent of
A$7million (or 6% of the A$120 million of total funding).

(Canadian data sourced from the Parks Canada Agency, Corporate Plan 2004/05-2008/09 and

the Parks Canada Agency Annual Report 2003-2004 (2004) with the Victorian data from the

Parks Victoria Annual Reports.)

The key functions of the Parks Canada Agency are similar to Parks Victoria. In its Corporate

Plan 2004/05-2008/09, the commitment of the organisation is noted to be:
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e “To protect, as a first priority, the natural and cultural heritage of our special places and
ensure that they remain healthy and whole.

e To present the beauty and significance of our natural world and to chronicle the human
determination and ingenuity which have shaped our nation.

e To celebrate the legacy of visionary Canadians whose passion and knowledge have
inspired the character and values of our country.

e To serve Canadians, working together to achieve excellence guided by values of

competence, respect and fairness.”

Based on the requirements of the Canada National Parks Act 2000 (Can), the protection of
the natural and cultural heritage is detailed as the first priority of the organisation.
Surprisingly, however, the above commitment does not include any direct reference to
meeting community recreational requirements. However the Parks Canada Agency does have
a clear focus on engaging partners at the regional and local level to identify strategies to
improve ecological integrity in national parks. Regional or Field Units reach out to fully
engage neighbouring communities, other governments, tourism and other business sectors
within greater park ecosystems to accomplish this goal. One example of this is the Whistler-
Blackcomb Resort where the Parks Canada Agency has established a joint initiative with local
environmental and community groups, known as Habitat Improvement Teams. Under this
scheme, the organisation loans heavy equipment where it can be of assistance in local
environmental and community projects. The equipment is operated by organisation staffs who

volunteer their time. (For further information see Buckley 2004, p.25-28.)

While Canada has a clear focus on the protection of its natural and cultural assets, the park
management agency is still facing the same problems as park managers in other countries of
the world. The Parks Canada Agency Annual Report 2003-2004 (2004) identifies 5 key
challenges the agency faces, with the first of these being the ‘establishment and protection of
the natural and cultural heritage’, the second being ‘enhancing visitor experience and visitor
education’ and the fifth being ‘asset condition’. The agency further notes that the ability to
satisfy these requirements will be put in jeopardy without significant new investment in
visitor facilities along with major reinvestment in assets. Similar to other park management
agencies, the Parks Canada Agency is looking to solve this problem by raising additional
revenues from alternative sources (i.e. non-government sources). This financial imperative is

encouraging a business approach to protected area management where it has been suggested
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the environmental integrity of the parks is potentially being compromised. (For a discussion

on this trend in Canada see Dearden and Dempsey 2004.)

However, the approach of the Parks Canada Agency is focussed on resolving the funding
issues internally rather than with the use of concession income. The Parks Canada Agency
expects its income from externally sourced operating revenue to increase from C$80 million
in 2004/05 to C$111 million in 2009/10 — but the majority of this increase will be sourced
from entrance fees and camping fees. During this corresponding period the revenue from
rents from lands, buildings and concessions is expected to only increase from $17.8 million to

$19 million. (See Parks Canada Agency, Corporate Plan 2006/07-2010/11.)

The Parks Canada Agency does not have an enhanced focus on the generation of concession
income, and this is also reflected in the current organisation structure, which does not have a
separate Central Concession Unit (Parks Canada Agency Annual Report 2003-2004 (2004)).
While not being a primary focus for generating revenue, the agency certainly does have the
legislative powers to enter into business agreements. The initial authority to enter into a wide
range of business agreements is provided by Section 16 of the Canada National Parks Act
2000 (Can). This authority is then further controlled by regulations and, in particular, the
National Parks of Canada Businesses Regulations 1998 (Can) which provide the framework
used by the Parks Canada Agency in administering commercial activities including licences.
Under these regulations the Parks Canada Agency has the authority to issue business licences
with the specification of some controls around the issuing of these licences. However, unlike
other countries, the level of specification included in the regulations places minimal
legislative controls over these businesses. In particular, there is no restriction on the level of
fees and on the period on tenure with minimal constraint on the scope of the business
opportunities possible. All these variables are at the discretion of the Parks Canada Agency.
There is also, in the regulations, no distinction between complex and simple concessions, with

both types of concessions covered by the total licence regulations.

The Parks Canada Agency restrictive approach to the use of concessions is further confirmed
by a number of the principles included in the Parks Canada Guiding Principles and
Operational Policies (2006). Under these principles and policies the main document for the
management of operations within individual national parks is the Management Plan. Itis a

requirement of the Canada National Parks Act 2000 (Can) that these plans be prepared for
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each national park and that the plans be tabled in parliament. Under the Parks Canada
Guiding Principles and Operational Policies (2006) these Management Plans are to be
prepared after full consultation with the various stakeholders of the individual park. Included
in these plans is to be the specification of the services to be completed in the national park
along with the approach to service provision. The Guidelines also note that only limited
tenure on national park land is permitted for the provision of essential services and authorised
residential use — and only if this tenure is supported by the Management Plan. It is also noted
in the Guidelines that the location of community services and facilities should take place in
adjacent communities (i.e. not in the national park) and that no new golf courses or ski fields
are permitted in national parks. In Canada, the use of concessions for the provision of visitor
and other services is clearly no longer a preferred approach to service delivery or revenue

generation.

4.3.2 USA

While Australia and Canada were one of the first countries to create national parks, the USA
can rightly claim to be the founder of the worldwide national park movement. On 1 March,
1872 the Congress of the United States of America established Yellowstone National Park as
the first national park in the world. In the USA responsibility for management of national
parks was immediately given to the US Department of the Interior (DOI), and this line of
management continues today. The only major change to occur over this period happened in
25 August 1916 when President Wilson signed legislation passing the National Park Service
Organic Act (USA) creating The National Park Service (NPS), a new federal bureau within
DOI responsible for protecting the 40 national parks and monuments then in existence and

those yet to be established. (For further information see www.doi.gov/history.html and

www.nps.gov/legacy/mission.html).

Today:

e DOI manages 507 million acres of surface land, or about one-fifth of the land of the
United States, with 84.4 million acres of this being managed by the NPS.

e The NPS of the United States comprises 388 units covering 84.4 million acres in 49 States

and the various USA islands.
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e There are 279 million (recreational and cultural) visits per annum to these 388 units,
including parks, monuments, seashore sites, battlefields and other cultural are recreational
sites provided by NPS.

(www.doi.gov/facts.html)

While the NPS is clearly a substantive entity managing a range of important assets for the
people of the USA, it is still facing the same issues as national park agencies in other
countries. In particular, it has major funding difficulties. Overall, it has been estimated the
“parks have a US$600 million shortfall, on top of a maintenance backlog estimated at US$4.5
billion to US$9.7 billion” (Lubick 2005). While the validity of the size of this shortfall may
be questioned (as it was prepared by a lobby group, the National Park Conservation
Foundation), it certainly indicates the NPS is facing significant funding pressures. The NPS
response to this pressure has been to focus on obtaining additional revenue streams from

external (i.e. non-government) sources.

The USA has a different form of bureaucracy than countries under the Westminster system

(such as Australia and Canada) and, in particular, has a more formal management approach

where requirements (legislative and policy) are embedded within (publicly available)

documentation, the main ones being:

e Departmental Manual Chapters — which represent permanent policy documents approved
by the Secretary or the Assistant Secretary — Policy, Management and Budget.

e Secretary’s Orders — temporary of interim policies approved by the Secretary that expire

after a specified period of time or are converted to the Departmental Manual.

The role of the NPS is detailed in the National Park Service Organic Act (USA) which states
that “the Service thus established shall promote and regulate the use of Federal areas known
as national parks, monuments and reservations...to conserve the scenery and natural and
historic objects and the wildlife therein and to provide for the enjoyment of the same in such
manner and by such means as will leave them unimpaired for the enjoyment of future

generations.”

While this extract from the original constituent Act establishing the NPS provides an overall
statutory mandate, it is the relevant chapters of the Departmental Manual which provides

clearer guidance on the purpose and objectives of the NPS.
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e “Purpose: The NPS preserves unimpaired the natural and cultural resources and values of
the National Park System for the enjoyment, education and inspiration of this and future
generations.

e Objectives; Based on the Organic Act, other applicable laws, and the organisation’s
strategic plan, the long-range objectives of the NPS are:

o Natural and cultural resources and associated values are protected, restored and
maintained in good condition and managed within their broader ecosystem and
cultural context.

o The NPS contributes to knowledge about natural and cultural resources and their
associated values. Management decisions about resources and visitors are based on
adequate scholarly and scientific information.

o Visitors safely enjoy and are satisfied with the availability, accessibility, diversity and
quality of park facilities, services and appropriate recreational opportunities. Park
visitors and the general public understand and appreciate the preservation of parks and
their resources for this and future generations.

o Natural and cultural resources are preserved through formal partnership programs with
other federal, state and local agencies and nonprofit organisations to provide
educational, recreational and conservation benefits for the American people and to
ensure continued access for public recreational use.”

(http://elips.doi.gov/elips/release/3526.html)

Interestingly, while the purpose and objectives give recognition to the protection of natural
values, there is also a strong emphasis on ensuring accessibility of services and facilities for
park visitors. This emphasis appears to be greater than for Australia and Canada and is also
present in the defined functions of the NPS which includes the requirement to provide
“opportunities for public enjoyment and visitor experience of parks so that.....park visitors
safely enjoy the availability, accessibility, diversity and quality of park facilities, services, and

appropriate recreational opportunities” (http://elips.doi.gov/elips/release/3526.html). In fact,

the NPS staffing includes an associate director of tourism, with the role of this person
including to “teach the practices, operations and expectations of the tourism industry to NPS

management” (Anonymous 2005).
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In the NPS, the overall business structure and approach to the management of national parks
is based on a clearly defined structure (outlined in the Departmental Manual) with the
different levels of management being:

e Government level — the Secretary of the DOI is directly responsible for the management
of national parks with this role being completed by the NPS.

e Corporate level — The NPS is headed by a Director, with his headquarters office providing
national level leadership and advocacy; policy and regulatory formulation and direction;
program guidance; budget formulation; legislative support; accountability for programs
and activities managed by the field and key program offices.

e Business unit level — National Program Centres (or Business Units) are part of the
Headquarters office and provide professional and technical support services to regions and
park units. Importantly, the national program centres include the Concessions Program
Centre. This office is responsible for the oversight of commercial visitor services in the
National Parks authorized by concession contracts. The office is required by statue to
provide oversight of all contracts and is responsible for regulatory and policy information,
overview, and program direction and for ensuring that the government receives a fair
return for the privileges authorized by concessions contracts.

e Region unit level — There are seven regions in the NPS with each region headed by a
regional director. Below this are the Park units, which are the basic management entity of

the NPS.

In addition to the above structure, there also exists in the USA system the National Park
Service Concessions Management Advisory Board, with the purpose of this Board being*“to
advise the Secretary and National Park Service on matters relating to management of
concessions in of the National Park System” (National Park Service Concessions

Management Improvement Act of 1998 (USA), Section 409).

The key features of this USA style of structure are:

- provision of formal management systems (via legislative and policy materials) which are
available to the public

- the inclusion of park management responsibility directly within a Government department
(being DOI)

- the continued integration of Government policy with the delivery of services as NPS is a

directly responsible Bureau of DOI
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- the establishment of a separate business unit with responsibility for all aspects of
concession management, and

- the establishment of an advisory board to assist concession policy.

American has long recognised the value of commercial operators in the provision of services
in national parks, but has established a structured and transparent system (embedded in
legislation) of management for administering and controlling these commercial arrangements.
Commercial operators and concession contracts are required to comply with three important
public documents:

e Legislation — In 1965 Congress established a Concession Program in the National Park
Service through the passage of the 1965 Concession Policy Act (USA), (Public Law 89-
249). On November 13, 1998, the Concessions Policy Act (USA) was reformed with the
passage of the National Park Service Concessions Management Improvement Act of 1998
(USA).

e Regulations - Title 36 of the Code of Federal Regulations contains important regulations
for the preservation of the parks and administration of concession operations (36 CFR 51).

(http://concessions.nps.com). These regulations provide a clear interpretation of the

administration of the Act.
e Management Policies - Commercial Visitor Services in parks are subject to a

comprehensive set of National Park Service Management Policies.

The preamble to the Commercial Visitor Services Management Policy (Chapter 10), stated
below, is directly aligned with the National Park Service Mission and the intent of National

Park Service Concessions Management Improvement Act of 1998 (USA).

"The National Park Service will provide, through the use of concession contracts,
commercial visitor services within the parks that are necessary and appropriate for
visitor use and enjoyment. Concession operations will be consistent with the
protection of park resources and values and demonstrate sound environmental

management and stewardship."

In reviewing this documentation, it is important to note that the position taken appears to be
one of partnership rather than purchaser versus provider. As is noted on the NPS website, “by

welcoming the private sector as a partner in park operations, the National Park Service
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broadens the economic base of the region in general and the communities surrounding the

parks in particular” (http://concessions.nps.com).

Under USA legislation, commercial visitor services are only to be operated under concession
contracts or commercial use permits and should not be provided within a park if the identified
needs for visitor services can be adequately met outside park boundaries. For commercial
visitor services, there are, in effect, two forms of legal agreement applicable in the USA.
Commercial use permits are only to be used for commercial operations with annual gross
receipts of not more than $25,000 resulting from services originating and provided solely
within a unit of the National Park System and for uses by organized children’s camps, outdoor
clubs and non-profit institutions (including back country use). A commercial use permit does
not permit the construction of any structure, fixture, or improvement in a national park and the
term of the permit shall not exceed 2 years. Concession agreements apply for all other

purposes.

Concession and commercial use permits are issued by parks to qualified businesses to provide
a variety of commercial visitor services ranging from restaurants, lodging, gift shops,
backcountry guides, horseback rides, white-water rafting, and a variety of other services
unique to the National Park Service. Currently, there are approximately 600 private operators
operating in approximately 135 parks in the national park system employing over 25,000
hospitality industry people with gross turnover of over US$800 million annually

(http://concessions.nps.com).

There are a number of basic tenants of the two types of concessions - the complex concession
and the commercial use permit (equivalent to a simple concession) -which are either as a
result of legislation, a directive from the Secretary or a policy of the NPS.

e Period of Tenure - A complex concessions contract is generally awarded for 10 years or
less, but may be for up to 20 years if it is determined that the contract terms and
conditions, including the required construction of capital improvements, warrant a longer
term. It is NPS policy for the term of concession contracts to be as short as prudent in the
circumstances. Permit tenure cannot exceed 2 years.

e Pricing to Concessionaires — For complex concessions there is no clear specification as it
is subject to negotiation. The principle requirement is that a payment be determined based

on the probable value to the concessionaire of the privileges granted by the particular
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contract. For simple concessions the only specification is the need for there to be a
payment of a reasonable fee. However, as this form of agreement can only be used where
the operator gross revenue is less that US$25,000, the level of any fee to the NPS would
not be significant.

e Distribution of Lease and Licence fees - All concession and commercial use permit fees
(and other monetary consideration) are to be deposited into a special account established
in the Treasury of the USA with 20% available to support activities throughout the NPS
regardless of the unit of the NPS, and 80% available for use at the unit (i.e. national park)
for visitor services and for purposes of funding high-priority and urgently necessary
resource management programs and operations.

e Transfers and Multiple Contracts - Commercial providers operating in more than one park

unit must have separate contracts for each park unit.

The NPS also has a formal process it is required to follow when granting concessions and

commercial use permits. A number of the key features of this process are:

e Needs Identification and Specification - The determination of what commercial services to
provide is accomplished through the NPS planning process. Commercial services
planning begins at the general management planning level where the activities, services,
and facilities that are necessary and appropriate to achieve the desired resource protection
and visitor experience conditions are established. Based on this, a Commercial Services

Plan is prepared for each national park (http://concessions.nps.com).

e Contract Specification - Approved standard contract language is used in all NPS
concession contracts. There is no restriction on the number of licences issued for any
service (National Park Service Concessions Management Improvement Act of 1998, s.
418(b)).

e Selection/Tender Process - The NPS is required to adopt a public solicitation process for
concessions and concession renewals based on a public RFP process. For small
concessions or commercial use permits a competitive process is still required but is to be
based on simplified procedures. In order to obtain the best service provider and maximize
benefits to the government, the NPS encourages competition in the awarding of
concession contracts.

e Evaluation Criteria and Process - The NPS has a formal evaluation process and criteria for
all concessions which is based on achievement of a minimum criteria (which applies to all

responses) following by a point scoring system based on defined criteria. Under the
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minimum criteria, no proposal will be considered unless it provides the minimum
acceptable franchise fee, provides the facilities, services, or capital investment required,
and has appropriate measures necessary to ensure the protection, conservation, and
preservation of resources of the unit of the NPS.

Product Range/Pricing of Services - The NPS approves the nature, type, and quality of
merchandise to be offered and all rates charged to visitors. While the concessionaire is
permitted to set its’ own rates, these can not exceed the market rates and charges for
comparable facilities, goods, and services.

Performance Evaluation/Reporting Requirements of the Concession

o Minimum reporting requirements for concessions include preparation of an
operating plan which describes operational responsibilities between the
concessionaire and the NPS, development of a risk management program, and
submission of annual financial report that reflects only the operations that they are
authorized to pursue.

o Concession operations are also required to be subject to regular evaluation to
ensure that park visitors are provided with high-quality services and facilities,

which are safe and sanitary, and meet NPS environmental, health, safety, and

operational standards. The evaluation results provide a basis for NPS management

to determine whether to continue or terminate a concession contract.
o In the operation of visitor services, concessionaires will be required by contract to
meet environmental compliance objectives by complying with all applicable laws
pertaining to the protection of human health and the environment; and
incorporating best management practices in all operations, construction,
maintenance, acquisition, provision of visitor services, and other activities under

the contract.

4.3.3 New Zealand

In New Zealand the Department of Conservation (DOC) is the leading central government

agency responsible for the conservation of New Zealand’s natural and historic heritage. DOC

was formed when the Conservation Act 1987 (NZ) was passed to integrate conservation

management functions; with its legislative mandate being this constituent Act along with

other key statutes such as the National parks Act 1980 (NZ) and Reserves Act 1977 (NZ).
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DOC currently looks after about one third of New Zealand’s land mass (8.1 million hectares
of a total landmass of 26.2 hectares) which has been protected for scientific, scenic,
recreational, historic or cultural reasons. Among the categories of protected land are 14
national parks, 5 wilderness areas, and three UNESCO Ramsar Convention wetlands of
international importance. (Department of Conservation 2002, pp19-22). DOC, like other
national park managers, has been experiencing visitation growth and funding pressures:

e The overall recreational use of the protected area network is increasing, particularly in the
most popular sites where growth in 2002/03 averaged approximately 10%.

e DOC manages and staffs 32 visitor centres (both on and off public conservation land),
which provide information services to about 2.2 million visitors per year.

e The number of people using the department’s website remained high in 2002/03, with
nearly one million visitors using the site.

e Inregard to funding for outdoor recreation on conservation lands, the NZ Government has
decided it wishes to maintain the existing levels of recreational opportunities, but not all
the facilities.

(Sourced from Department of Conservation, Annual Report for the year ended 30 June 2003

and Department of Conservation Statement of Intent 2003-2006.)

DOC is responsible for the conservation of New Zealand’s natural and historic heritage, with
national parks forming one component of this responsibility. However, in recognition of the
value of national parks, the National parks Act (NZ) affords these areas greater protection that
other reserved land, whereby national park status can only be revoked by an Act of
Parliament. Within national parks the Act requires a balance to be struck between the dual
requirements of “preservation in perpetuity” and “public access and enjoyment”. However,
greater emphasis is given by the Act to preservation aspects. Specially protected areas can be

established that allow partial or complete exclusion of the public from sensitive areas.

DOC’s key functions are set out in the Conservation Act 1987 (NZ) (which are equally
applicable to national parks), these including to:

e Manage the land and other natural historic resources.

e Advocate conservation of natural and historic resources.

e Promote the benefits of conservation (including Antarctica and internationally).

e Foster recreation and allow tourism, to the extent that use is not inconsistent with the

conservation of any natural or historic resource.
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(Department of Conservation 2002, p 10)

In New Zealand, total conservation management resides in one department (DOC) combining
policy and management with this department being responsible for all conservation activities,
not just land management and national parks. Within the department, policy responsibility for
concession management rests within a centralised function, while the actual administration is

completed in the relevant areas by local management.

New Zealand, similar to Victoria, Canada and the USA, include in the base Acts sections
which enable concessions to be granted and which provide the framework for the way
concessions are managed. The applicable Act depends on the type of land for which the
concession is required. Part V of the National parks Act (NZ) deals with the control and
management of national parks including the granting of concessions within national parks. A
concession is an official authorisation to operate in an area managed by DOC and it may take
the form of a lease, licence, permit or easement and is required for all commercial visitor

service type activities (http://www.doc.govt.nz/About-DOC). Therefore, in order to run a

commercial activity in an area managed by DOC, one needs to apply for a concession. The
concession system helps the department to ensure that the various concession activities are
compatible with the primary aim of protecting the land and other resources. It also helps to
make sure those services and facilities provided for visitors are appropriate, of a suitable

standard and that other activities do not conflict with visitor enjoyment.

DOC currently manages about 3,500 concessions across all public lands in New Zealand.
The total revenue of DOC in the 2002/03 year was NZ$225 million, and of this only
NZ$346,000 related to ‘leases and rents’. However, DOC also administers ‘revenues’ on
behalf of the Crown, and these revenues are not reported in the DOC accounts. For 02/03
such revenue from ‘concessions leases and licences’ was NZ$8.9 million, up from
NZ$8.4million in 01/02. (All information from Department of Conservation, Annual Report
for the year ended 30 June 2003, p 80, 90, p 101-104.) Under this arrangement the majority
of the concession revenue earned on DOC land is not directly available to DOC and,
therefore, there is no incentive to maximise this revenue stream. This is consistent with the

New Zealand approach of conservation over commercialisation.
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As in the other countries considered, there are a number of basic tenants of various types of
concessions which are either as a result of legislation or a policy of DOC. However, in New
Zealand a more flexible approach than that noted in other countries is taken. If a concession
is to be granted DOC will negotiate the details of the legal agreement, with the areas to be
covered in the negotiation including the type of agreement/concession, its terms and length,
the annual rentals and any conditions required to minimise the effects of the concession

activity.

Similar to the other countries, DOC has a formal process it is required to follow when

granting concessions. Most concessions are initiated by an individual or business

approaching DOC seeking permission to run a particular business. Sometimes concession

opportunities are publicly offered (tendered) by DOC. While the actual process for obtaining

a concession will vary, important features are:

e Initial discussions are with concession staff in the office responsible for the area the
service is to be provided, not at a head office level.

e The application process includes the need to describe the environmental effects of the
proposed activity and the actions planned to minimise any negative effects.

e Inreviewing the application DOCS will consider the need to publicly advertise so that
there is an opportunity for interested people to make submissions and the need to hold
public hearings.

e DOC will also take into account the views of the indigenous communities.

Based on all the information DOC will make a decision on whether or not to grant the

concession. Key considerations in evaluating concession applications include consistency
with the management plan or conservation strategy for the area, there being no significant
negative effects on the environment and, if the concession includes buildings or structures,

whether there is a more suitable place that would cause less damage.

DOC clearly recognises that fostering recreation is a major part of its work. The National
parks Act (NZ) contains explicit recognition that the enjoyment of natural heritage is one of
the main reasons for the existence of the department and the National Park network.
However, greater emphasis is given in this Act to preservation aspects. In recognition of this
requirement and the potential commercial conflict with environmental requirements, DOC has
established a target program to monitor selected recreation concessions for significant effects
on the natural and historic heritage, and complete environmental monitoring programs for a
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number of concessions. Adjustments in management actions and relevant concession
operating conditions have been made in the past in response to the findings from the

monitoring evaluation’.

However, there are concerns in New Zealand that DOC has an excessive environmental focus
to the disadvantage of the visitors. In a recent review of the National park Act (NZ) public
comment was called for on the Act and the policy framework for its administration. It in the
final report it was noted that, in the public comments ‘a significant number of recreationalist
submissions took issue with the policy presumption that conservation necessarily had priority
over recreation in the DOC’s exercising of its roles and responsibilities’. (See Hill Young
Cooper Ltd 2004, p.13.) Given the enhanced focus of DOC on conservation over recreation

(when compared to, say, the USA) it is reasonable to expect this apparent conflict to continue.

4.3.4 South Africa

South Africa, similar to the other countries examined, has an extensive network of national
parks, is one of the leaders in the management of these important assets and faces the same
visitor infrastructure and funding issues. However, in considering possible models for
commercial activities in national parks, the prime importance of South Africa is not its
approach to management of concessions in national parks but rather its integration of national
parks with adjoining land in the provision of services. In particular, South Africa has
developed a highly successful model initiated by the private sector using private conservation
reserves to fund tourism. “Often adjacent to large public Protected Areas, these private
reserves extend wildlife habitat whilst generating funds through upmarket lodges and safaris”
(TTF Australia 2004, p.14). More importantly for public sector management agencies, this
approach is now increasingly being used directly in national parks (such as Kruger National

Park).

The model described above was initially considered in detail by Buckley (2003) with him
then expanding this consideration for the TTF as a possible future funding mechanism
(Buckley 2004). These papers considered three South African approaches at Londolozi,
Ngala and Sabi Sabi. Each of the examples considered:

% For example, aircraft movements at specific sites were monitored for noise effects on site users. This enabled
managers to identify the number of landings that were acceptable at those sites.( Department of Conservation,
Annual Report for the year ended 30 June 2003, p 27.)
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- forms part of the larger Sabi Sands Private Reserve

- 1is adjacent to Kruger National Park

- has been developed and operated by Conservation Corporation Africa (CCA), a private
corporation which operates over 20 game lodges and reserves in 6 African countries,
including 5 lodges in South Africa

- provides up-market tourist accommodation and guided game viewing opportunities,
including open vehicles, night drives, and close approaches to habituated animals
including potentially dangerous species (which are not available to public visitors
travelling through Kruger National Park in their own vehicles and staying in the Park’s
facilities)

- generates significantly more revenue operating as upmarket private tourism destinations
than if the reserves had simply been gazetted as additions to the National Park

- supports field wildlife research by its rangers and outside agencies, and

- jointly manages wildlife with the adjacent and much larger Kruger National Park.

However, there are also some subtle but important differences between the three examples.
Londolozi is one of the oldest private reserves in southern Africa, first established in the
1920s. Importantly, dedication as a private game reserve has conserved areas from clearance
for agriculture. Unlike Londolozi, Ngala is a three way partnership between a government
agency, a non-government organisation and a private corporation. The Ngala property was
donated to the South Africa National Parks Trust (SANPT), via the Worldwide Fund for
Nature, by landowner Hans Hoheisen. The Ngala land has since been incorporated into
Kruger National Park, but in April 1992 SANPT entered into an agreement with CCA under
which CCA has exclusive tourism operating rights over the Ngala land, including the Ngala
Game Lodge. A substantial lease fee and a proportion of profits from the tourism operations
are returned to SANPT for use in expanding or adding to conservation areas. The third
example, Sabi Sabi, is a private game reserve previously used for grazing cattle, where lion

and white rhino have been reintroduced.

These South African experiences present possible alternative models for national parks.
Within South Africa, the success of the private conservation reserves has resulted in Kruger
National Park reconsidering its approach to tourism in the Park. As a result, Kruger National
Park has also recently let contracts to private operators to develop and operate exclusive-

access upmarket lodges in remote areas not accessible to self-drive visitors.
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In addition to the financial contributions, the most significant potential contributions of these
types of models to conservation are to protect the areas from clearance for settlement,
agriculture, or grazing by cattle. The model also results in increased investment in
infrastructure along with increased revenue to park management agencies in an appropriate

environment which recognises the importance of conservation protection.

The concept of private conservation reserves is certainly present in Australia. Similar models
are in use in some of Australia’s larger protected areas e.g. via such organisations as Earth
Sanctuaries, the Australian Bush Heritage Fund and other Australian Wildlife Conservancies.
There are also some examples of large rural pastoral properties such as Arkaroola and El
Questro developing a business on private property adjacent to a significant national park.
However, the reserves are generally far smaller in scale to South Africa in physical size along
with scale and quality of operation, the reserves are (in the majority of cases) not situated
adjacent with national parks, and the three way model (of Ngala) is not yet used in Australia.
The model of establishing these types of facilities within national parks are in use in some

parks in Australia, but not in Victoria.

4.4 Common and Essential Themes for Running a National Park —

an Evaluation of Comparable Frameworks

The preceding section has provided an overview of the management model adopted in a
number of countries for commercial operators along with the placement of this activity within
the total parks management activity and, from this, it is clear that there are a number of
similarities across these countries along with a number of important differences. A synthesis
of the experiences of Australian and international current practices provide a guide to the
initial essentials of the CBM for a national park in Victoria (with these themes being further
investigated and developed in later chapters). To provide these essentials the following
details the common actions and themes relating to current practice detected (by completing a
comparison of key areas in each of the models examined), along with the key points of

differences between the models.
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= Natural Values protection versus Commercialisation (and the relevance of

Externalities)

One of the most obvious similarities is between the statutory mandate or mission for the
agencies. All agencies have been mandated to provide for enjoyment of the national parks
while leaving them in an unimpaired condition. However, even within this paradigm there are
important differences in focus. In some of the jurisdictions the emphasis has been on visitor
service (e.g. NPS in America and possibly South Africa) while in others the focus is
increasingly on preservation (e.g. Canada and New Zealand), with this change occurring in an
environment of increasing support for natural values protection. While there may be many
reasons for this changing and variable area of focus, it has been suggested that one of the key
drivers is the nature of the organisational structure (see Lowry 1994). The USA NPS has
become increasingly centralised and controlled (resulting in a shift of authority away from the
field) with the appointed of the NPS CEO being subject to political influence. The Parks
Canadian Agency along with the New Zealand DOC has remained structurally decentralised.
Both DOC and the Parks Canadian Agency (along with Parks Victoria) operate in a more
conservation focussed department while NPS has remained in the more commercially
focussed DOI. In addition, both the Parks Canadian Agency and Parks Victoria have been
placed in single focus agencies with a degree of independence from political influence. While
DOC remains within a total department which could be subject to political influence, this does
not seem to be occurring. These structural differences seem to have enabled the Parks
Canadian Agency and DOC to focus increasingly on the preservation of natural areas while in
the NPS the increased emphasis has been on the visitor access and services aspect of the
mandate. The position in Victoria is one where the conservation value is recognised as being
of vital importance while also ensuring national parks are accessible for all. This position was
recently endorsed by the chief executive of Parks Victoria who noted that “national parks are
set aside so that we can maintain ecosystems in their natural state.....Parks Victoria does not
shrink from its key role as a conservation agency. However, we are also totally committed to

managing parks for everyone” (Stone 2006).

This has manifested itself in those agencies with a conservation focus attempting to restrict a
number of commercial activities (e.g. discouraging off-road vehicle travel, prohibiting new
golf courses, discontinuing commercial fishing, prohibiting major developments in national

parks) while the commercially focussed agencies had few changes and continue to permit a
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number of potentially environmentally damaging commercial activities. Interestingly, those
with a conservation focus appear to be disenfranchising the commercial operators while those

with a commercial focus are subject to criticism from the conservationists.

=  The Concession Framework and Process

Irrespective of this philosophical and structural difference, all agencies were committed to the
use of concession arrangements for the provision of visitor services. While there were some
variations, the range of services provided is extensive and includes merchandising, kiosk
operations, entry fee/pass collection and sales, accommodation, caravan parks, campgrounds,
guided tours, cave tours, equipment hire and ski field operations. Some of the key similarities
and differences in the concession process were:

o Concession types — there were basically two type types of concessions used:

o Complex concessions (or leases) were generally found to be used where an activity is
capital intensive and where a proponent seeks an interest in the land.

o Simple concessions cover all kinds of permission from permits, to licenses,
agreements or other approvals granted for the conduct of trade or commerce on an
area of land that is under the care, control and management of an agency.

o Legal agreements — simple concessions tend to have fixed contractual arrangements and
terms, including fees. Complex concessions, while still having a standard contractual
form, had a number of aspects subject to negotiation.

e Period of tenure — there was significant variation in the period of tenure for complex
concessions with America requiring as short a period as possible but no more than 20
years while other jurisdictions had periods up to 50 years or more. Simple concessions
were more comparable with the tenure normally being for up to no more than 3 years (and
subject to annual renewal).

e Concession management — concession management and procurement for complex
concessions was, in all cases, managed by a specialist (central) unit with access to
commercial (but not necessarily environmental) expertise. Simple concessions were
managed at a region level based on centrally determined quality control safeguards and
Agency wide standards (although the extent of centralised control varied).

e Concession process — all agencies operated a concession process for complex concessions
which was transparent and focused on maximising the competitive environment (normally

via an EOI/RFP process). For simple concessions, the process was simplified and was
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based on operators responding to perceived needs rather than the park agency initiating
the activity (with the exception of the NPS which still followed the public process route).

e Concession evaluation — each agency except the NPS had a developed concession
evaluation criteria for application across all concessions, with this criteria then being
amended to fit the specific need and with the criteria being made available to all
respondees. The main difference in the USA was the detailing of a defined criteria and
scoring mechanism, thereby reducing the flexibility available to the management agency.
All agencies included in the evaluation criteria aspects of environmental requirements,
although the extent of inclusion and application varied significantly.

e Concession pricing — simple concessions were normally based on a fixed charging
regime. The one exception to this was New Zealand, where all concessions fees are
subject to negotiation. Complex concessions adopted a far more flexible approach
although the philosophical position generally required the park management agency to
achieve a return commensurate with the value of the asset being provided to the operator.
These charges should be based on at least recoupment of all costs (capital and recurrent)
with there also being an appropriate return to the agency. The use of incentive structures
to drive behaviors did not appear to be a key factor in determining the pricing structure.

e Pricing of services to the visitor — in some of the agencies responsibility for visitor
service pricing was retained whereas in others the concessionaire assumed this
responsibility with the agency retaining an oversight/approval role. Park managers often
took the position that charges for visitor services reflect a balance between the
conservation role of the agency (which reflects the community service obligation of the
agency) and user-pays revenue (of the operator), a position that can create conflict with
the operator. The agencies always retained an approval responsibility over the range of

products and services provided.

A key point of difference was the allocation of the fees received by the park agencies from the
concession activity. In Victoria, Canada and New Zealand these revenues went into the
general revenue pool of the Government with there being no direct flow back to the
management agency (although some indirect arrangements were in place). In the USA the
revenue distribution was clearly back to the responsible agency, with 80% being allocated
specifically for use in the national park where the concession operated. The ‘general revenue
pool” approach was generally used where there was a focus on conservation values while the

American approach focuses on a maximisation of concession revenue and visitor service.
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Based on the above, the positioning of a concession within the overall management
framework adopted by the various countries can be depicted as follows although, as

identified, variations exist.
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Figure 4.4:  Positioning of Concession Types within a Management Framework

The model reflects preferred practice based on the commercial business models examined in
that the type of concession used depends on the requirements of the service to be provided. A
simple concession would typically be used for basic services where the commercial operator
1s not required to make significant financial investment whereas the more complicated the
service the more complex the concession required. These factors have been termed ‘aspects
of complexity’ and provide a guide to how complex the concession agreement needs to be,
along with the likely concession tenure. The experience of the existing park managers also
indicated that the more complex a concession, the more likely it is that the establishment of
the concession would need to be completed with significant input from the Central
Concession Unit rather than the regional or individual park manager. This aspect has been

called the ‘centralisation of control’.

This diagram indicates what has been synthesised as being ‘best practice’ in managing
concession agreements in national parks, but variations from this do occur. While the

‘aspects of complexity’ are effectively dependent variables (with them based on the specific
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requirements of a concession), the role of the park manager is an independent variable in that
a park manager may still choose to have central control of a concession even though it may
have minimal aspects of complexity. (However, the framework indicates that this would
represent an approach or practice that was not preferred by the existing park management

organisations.)

While advocating the use of concessions, a number of management agencies (such as Parks
Victoria and the Parks Canada Agency) also provided competing agency operated enterprises
(AOEs). However, the range of services provided by AOEs was much narrower than that of
private sector provided park services with AOEs predominantly being focussed on
merchandising, entry passes, food services, guided tours, equipment hire, accommodation and
camping. Unlike commercial concessions, there was no apparent or set life for AOEs. New
Zealand, in particular, did not conduct any AOEs. (See Parks and Wildlife Commission,

Northern Territory, 1999)

There was also consistency over the future of partnerships and the need to develop facilities
requiring land (e.g. accommodation) on land adjoining a national park in preference to

development within the park itself.

= The Benefits and Disadvantages of the use of Concessions

The reason for using concessions to provide services in national parks varied, with the prime

reasons including to relieve funding pressures to achieve a revenue stream or to source

funding for infrastructure works, to enable the provision of services that otherwise would not

be available and to support Government policy (eg privatisation, community involvement),

possibly at some cost to the Agency. Irrespective of the reasons for the use of concessions,

there was general acknowledgement of the benefits arising, including:

e Enabling the agencies to expand their human and equipment resource pools within
existing budgets, freeing field staff for broader park management duties.

e Improved service delivery in regard to both the range and the quality of services provided.

e Improved efficiency due to the involvement of the private sector.
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The recognition of the possible negative outcomes of concessions was not so universally

acknowledged. To varying degrees, it was noted that some of the negative outcomes may

include:

Increased focus on commercial return by the national park manager to the disadvantage of
the conservation requirements.

Actual damage caused to the natural environment.

Loss of control over the quality of services provided in the national park.

Conflict between the various external service providers.

Poor relationships between the operator and Agency staff resulting in community concern.

It also needs to be acknowledged that there are potentially some areas of concern from the

operators’ perspective when using concessions in national parks including:

The operator does not (normally) have ready access to or ownership of the property.
Even where the operator has ownership, this reverts to the park agency at the completion
of the concession period.

The operator has little or no say regarding clientele.

It is often unclear whether an Agency's by-laws or regulations apply to the provision of
the service or the leased area.

Marketing of the national park often occurs without the involvement of the operator.
Similarly, the operator is often not involved in the park infrastructure development
program.

The operator is frequently constrained in regard to product range, pricing and price
changes. Charges for visitor services reflect a balance between the community service

obligation (supported by the agency) and user-pays revenue.

This review of the current Victorian approach to concession management along with the

approaches in a number of other countries has assisted in the identification of practices which

require further consideration and development within a commercial model framework,

together with the placement of the model within an overarching parks management model.
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4.5 External Environmental Factors and their Likely Impact

4.5.1 Use of Adjacent Land by the Private Sector

Operating on private property adjacent to parks has been identified as an attractive option for
tourism and tourism services with the operator providing services which often are not possible
within the national park and with the operator integrating into the total development of the
park. This approach is being encouraged in both Victoria and New South Wales (as advised
during interviews with park managers), particularly in regard to large scale developments

which would not be acceptable within the park boundaries

These businesses (on private land rather than public land) operate with the same conservation
ethos as park management and have the potential to complement and extend the range and
services of protected areas. The approach has been successful in South Africa where the
private operators understand the importance of maintaining an approach consistent with the
conservation values of the adjacent, resulting in benefits to the operator and to the park
manager. However, the opposite can also be the case with unsatisfactory consequences in an
environment where the park manager has little ability to influence the behaviour of the private
sector operator. The use of adjacent land by the private sector also has the potential to

negatively impact on the operations of commercial operators within the park boundaries.

4.5.2 Creation of Private Sector Conservation Reserves

A second trend has been the purchase of private property for the creation of independent
conservation reserves which are effectively competitors to national parks. Conversely, these
reserves represent examples where private conservation is providing a public benefit without

relying on public funding.

This trend is certainly prevalent in South Africa (Section 4.3.4), although similar large
commercial operations are less common in Australia. With the exception of Earth Sanctuaries
Ltd, a publicly listed company with wildlife conservation as its primary goal, the
establishment of private conservation reserves is being driven by the not-for-profit, non-
government organisations. For these organisations the primary focus is conservation or
species protection with commercial returns being secondary. While there are historical

examples of privately purchased land for reserves, private efforts have increased since the
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1990s. Birds Australia has several properties to protect habitat for threatened bird species, and
the Australian Wildlife Conservancy creates reserves to protect habitat and threatened species.
These efforts have been supported by public and private funding and have added to
Australia’s national reserve system. These activities are also being funded, in some cases, by
the establishment of Conservation Trusts. The Australian Bush Heritage Fund, founded in
1990, is an independent non-government organisation funded by donations from supporters
with the aim to buy and protect areas of ecological importance. It has purchased 13 properties,
its latest being Carnarvon Station Reserve in Queensland where accommodation facilities are
provided for visitors, and management is looking at establishing profit-making tourism

operations to support conservation activities.

4.5.3 [Establishment of Conservation Agreements

There are also a number of other conservation initiatives being taken by the private sector or
being initiated by the public sector with private sector involvement and agreement. These
conservation covenants, easements and other agreements have been identified as a way to

facilitate conservation and promote ethical land management in the private sector.

4.6 Conclusions

The research completed in this chapter represents the beginning of the data review process in

the development of the CBM. In particular, this chapter has:

e Reviewed the current literature available on commercial business models in national
parks, with this review indicating that, while there have been a number of studies
completed in this area, these studies have not resulted in a CBM of sufficient scope and
detail to be capable of practical application by park managers. Much of the current work
has also concentrated on the Australian experience (thereby not giving adequate
considerations to the international experiences). In considering this literature the impact
of bias also needs to be recognised due to the philosophical positioning of the authors.
However, the literature has assisted in the identification of a number of the important
facets which need to be incorporated into any final CBM, and these have been taken into
consideration in developing the key themes to be used in the next stage of the research,

being stakeholder interviews.
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e Examined current commercialisation practices in Victoria along with a number of
international countries, and completed an evaluation of these comparative frameworks.
The review of current practices has assisted in the identification of preferred practices
along with differences in approaches. Based on this, a number of areas of best practice
have been identified.

e Considered a number of external environmental factors and their likely impact on any

developed CBM.

Importantly, the completion of this literature review has assisted in the identification and
development of key themes to be incorporated into a CBM, along with issues which need to
be considered in developing the CBM. These themes and issues will be important in
ultimately establishing a number of the key features of the CBM — the types of commercial
operators required, the nature of the services to be offered under various legal agreements, the
role of the commercial operator in environmental protection, the role of the park manager in

initiating and controlling commercial operations in national parks etc.

These themes and issues have been used to develop the areas to be covered in the next stage
of the research, being the park manager interviews (which are discussed in Chapter 5) and

have also assisted in identifying the areas considered during the review of existing concession

agreements (which is also discussed in Chapter 5).
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5.1 Approach to Data Collection and Ordering

The research completed in Chapter 4, being a review of the current commercialisation
practices in Victoria and in a number of other relevant countries, effectively represents the
first step in data collection and analysis. This review of the literature (in Chapter 4) has
assisted in the identification and recognition of a number of key themes and issues which now
provide the focus for the next stage in data collection and analysis. Based on the research
map and approach detailed in Chapter 3 (and particularly Section 3.1), the activities

completed in this chapter are highlighted in Figure 5.1.

Range and
Scope of
Activities

Identify / Develop
Key Themes and
Processes

Victorian and
International
Practices, and

Literature Review

Park Manager Concession
Interviews Case Files

(and themes) Review

Synthesise
information
from all sources /
develop CBM

Feedback from
Park Managers/
Commercial Operators on
the synthesised model

Final

Commercial
Business

Model

Figure 5.1:  Research Activity Completed in this Chapter
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The final two steps in the collection, ordering and analysis of data (incorporated in this

Chapter) consist of:

e Park Manager Interviews - This step in the data collection and analysis (to assist in the
development of the end commercial business model) requires the completion of a number
of interviews with park managers, with the objective of the interviews being to confirm
and/or further develop the key themes and issues (detected in Chapter 4) which need to be
incorporated into the continued development of the commercial business model. (Refer
Section 5.2)

e (Concession Case Files Review — Consequential to the above, a number of existing
concession agreements have been reviewed to confirm and update the status of current
practice (already identified in Chapter 4) along with the identification of additional areas

of concern. (Refer Section 5.3)

The completion and analysis of these two additional data sources, in addition to the
information on current practice identified in Chapter 4, will enable the triangulation of the
resulting quantitative and qualitative data thus enhancing the validity and reliability of the

resulted commercial business model (as developed in Chapter 6).

As an overall principle, a “theoretical sampling approach” (as developed by Glaser and
Strauss (1997))" has been taken in determining the sample sizes for each of these steps, with
the concession file review sample size also being of sufficient number to ensure the bias
inherent in the park manager interviews is reduced. The sample sizes along with the areas of
interest have been determined as the research has progressed rather than at the beginning.

Further information on sample sizes is detailed in each of the following sections.

5.2 Park Manager Interviews

The first group of interviews completed was restricted to a small sample of park managers to
provide an initial base of information (supplementing that obtained in Chapter 4) on which to
commence development of the CBM. Concession operators were not included in this initial
interview process due to restrictions on access. In particular, it was indicated by the park

managers that it was preferable to delay the concession operator interviews until completion

" Theoretical sampling has been described as ‘the process of data collection for generating theory whereby the
analyst jointly collects, codes and analyses his data and decides what data to collect next and where to find them,
in order to develop this theory as it emerges’ (Glaser and Strauss, 1967, p.65).
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of the review of concession files (in Section 5.2) and development of the CBM (in Chapter 6).
The park manager preferred that commercial operators only be approached after an
understanding of the business and position had been obtained of the individual commercial
operator (via the concession file review).® The outcomes of the subsequent interviews with

commercial operators are included in Chapter 7.

5.2.1 Data Collection

Based on the outcomes of the previous research, a set of themes and issues key to the
development of the commercial business model have been developed (in Chapter 4). These
have been used in the development of an interview outline, which has then been used to
interview a selection of senior management from Parks Victoria. (Refer Appendix 4 for this

interview outline.)

The population from which the interviewees were selected is small and, therefore, a sample
was selected to ensure adequate coverage of participants (with the identification of
interviewees being completed in conjunction with Parks Victoria management). Based on this
three staff members were selected for interview, being a senior manager with an interest in
but not responsible for concession arrangements in national parks, the senior manager with
responsibility for concession arrangements, and a manager actively involved in the initiation
and implementation of concession arrangements. This sample size provided coverage of all
the groups of different roles of park managers involved in concession management with the
sample covering park personnel within an individual national park, within the Central
Concession Unit and within senior management. The interviews were also completed based
on the principles of the theoretical sampling approach as the information needs for each

interview was refined based on the outcome of the preceding interview.

All interviews were completed at the premises of Parks Victoria using a semi-structured
approach. The interview outline provided the basis for the interview but additional areas of

interest raised during the interview were also pursued. At the conclusion of the interview, the

¥ The park manager was also concerned about management of the relationship with the commercial operator, and
requested that the commercial operators only be contacted once. Based on this restriction, it was considered that
the maximum commercial operator input would be obtained by obtaining feedback from the commercial
operator after the development of the CBM, rather than obtaining commercial operator comment prior to CBM
development.
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notes of the discussion were prepared and provided to the interviewee, who was requested to

confirm the notes were a fair representation of the discussion.

5.2.2 Analysis of Results

The completed interviews provided a number of valuable insights into concerns and issues
being considered by park managers in developing future commercial relationships, with there
being a high degree of consistency between the interviewees. While the interview outline in
Appendix 4 provided the basis for the areas considered, during the interview a number of key
themes began to emerge. Grouped under these key themes, the prime comments of relevance

are detailed below.

= Objectives of Park Managers and Commercial Operators

The interviews confirmed that the park managers perceive their primary purpose is one of
conservation and that the role of a State based park manager is to interpret and enforce policy
—not to get involved in commercial aspects. The State does have a role in providing open
space access (social equity) for the community, but does not need to provide all visitor

services.

While in the past there has been an assumption that the public and private sector objectives
were incompatible, this probably needs to be questioned in the future. There are a number of
global examples (e.g. Yosemite National Park) where the private sector has successfully taken

over this environmental role with a financial motive.

= SKkills and Attitude of the Park Manager

The ability of the park manager to further develop commercial concessions is constrained by
both the historical cultural of the entity along with the skills inherent within the staff. There
has historically been a philosophical opposition to the completion of commercial activities by
park manager staff. The park manager has traditionally regarded tour operators as “a
necessary evil”, with this leading to an adversarial approach with a reactive relationship. This
attitude represents a significant problem which makes it difficult to build trust — there needs to

be a more cooperative approach with commercial operators in the future.
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An associated issue was the possible lack of commercial skills. Park managers often do not
have sufficient interest, business knowledge and/or skills to understand a commercial sector
proposition (e.g. value proposition, employment capability, return to park manager). The
ability to evaluate commercial opportunities is constrained by the cultural capability to accept
commercial operators; the dominance of technical over managerial skills; and the lack of

capabilities to manage a commercial operator.

= Legal and Political Constraints on Services

The ability to provide and expand commercial services in national parks is constrained by a

number of factors including the political construct (which has also been influenced by the

past) in that:

e No activity is permitted to hinder park management.

e There is the political constraint that ‘no inappropriate commercial activities’ are
permitted.

e Any activity needs to fall within the perception of proper commercial practices.

e Any activity needs to be completed within the national park boundaries. Importantly,
Parks Victoria is not permitted to look outside the national park boundaries as this is

outside the scope of its identified areas of operations.

The need to follow the policy requirements of Government also results in further constraints.
Parks Victoria could not encourage and develop a recent innovative visitor service offering
because of the need to follow Government purchasing policy guidelines. As a result, the
private sector established the offering on private land near a national park, with this facility
now being a competitor. There also exist a number of legal constraints, with one of the more
immediate concerns being the restrictions on the time period of concessions. Under current
legislation (and as noted previously), licences can only be offered for up to 3 year tenure

while leases can be offered for up to 7 or 20 years tenure (with no extension possible).
These artificial constraints have adverse impacts on possible funding model options, with any

extension providing a substantial improvement to the potential investment offer to the private

sector.
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= Approach to Market

The Parks Victoria approach to the market often influences the type of responses received,
resulting in the majority of concessions being provided by small business. If you go to the
market requesting submissions for the operations of a small individual service with a short
tenure, the responses come from small/family businesses rather than large corporations. The
inability of Parks Victoria to aggregate service offerings across services or regions encourages
submissions from small rather than large operators. This, in turn, may lead to some of the
problems encountered with small operators — funding problems, lack of business knowledge

etc - which can subsequently lead to operator failure or lack of return.

=  Future Trends in Service Provision

The park managers interviewed believed that the market for commercial services under the
current model is saturated and that there needs to be a change to the model in Australia. In
the future model the public and private sectors need to be more closely aligned and there also
needs to be a full commercial value chain in a national park. In addition, the distinction
between entry into a national park (public sector role) and service provision in the national
park and surrounds (private sector role) needs to disappear. This view is also supported by a
trend emerging for the private sector to set up operations outside the traditional park boundary
(but nearby). Under this model, this should be encouraged, private operators then undertake
collaborative programs with the park manager — inside and outside the park. The private

sector provides a complimentary service inside the park to the activity outside the park.

The role of the park manager in environmental management is also starting to be questioned,
with a push for the Not-for-Profit organisations (NFPs) to take over the function (e.g. World
Wildlife Fund for Nature). Similarly, large private sector and philanthropic organisations are
establishing private parks. In these parks, the investors revegetate a substantial portion of the
park, sub-let an area for development and then run the total park as a profit venture with
conservation objectives. To be effective both the private investors and NFPs need to have
product integrity of a ‘natural environment’. These providers are, in effect, providing a

service in competition with the park manager (such as Parks Victoria).
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5.2.3 Key Conclusions

The completed interviews provided a high degree of consistency in outcomes, with the

identification of a number of matters which need to be considered in the development of the

commercial business model. Key areas emanating from the interviews for further

consideration include:

e Identification of the skills necessary to establish effective concession arrangements.

e Increasing focus on the development of a cooperative approach between the public and
private sectors to concession development and implementation.

e Development of approaches which breakdown the barriers between the role of the public
and private sectors to provide a seamless visitor service.

e Recognition of the political and legal constraints which exist (at least in the short-term).

e Development of approaches which place increased emphasise on the creation of a
substantive product offering for the concessionaire.

e Incorporation of a greater consideration of the potential to expand concession
opportunities to include activities outside the boundaries of the national park.

e Recognition of the increasing competitive environment in which the park managers are

operating.

These issues also need to be considered in the completion of the review of existing concession

agreements undertaken below.

5.3 Review of Existing Concession Agreements

Based on the interviews described above, the key concession management themes and issues
(as detailed in Appendix 4) have been further developed with this forming the basis for the
areas examined in completing the review of existing concession agreements. This review of
existing concession agreements is necessary to confirm the identified park manager practices
in concession management while also providing a basis for analysing the adequacy of these

practices.

5.3.1 Data Collection

The first step in deciding the sample of concession agreements to be reviewed is to determine

the potential population size (of concession agreements). Unfortunately, it is not possible to
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determine this total population due to the disparate nature of the park managers operations

along with a lack of information on all concessions. Therefore, based on the advice of Parks

Victoria, the population was refined using the following criteria:

e To ensure the individual concession agreement files examined represented recent practice
it was agreed that only those concessions initiated in the last 10 years were of relevance.

e The sample was to include concessions where service provision was provided in a national
park or on the boundaries of a national park with the target client base being national park
visitors.

e Simple concessions established using standard procedures and contractual arrangements
were included as one sample rather than multiple samples as to do otherwise would distort
the total sample. Whilst dominant in number, the contribution of these simple concessions

to revenue is minimal.

This criterion significantly reduced the number of potential concession agreements to review.
A listing of individual concessions was prepared (with the assistance of Parks Victoria), with
the resultant population being a total of 27 concessions consisting of 9 licences (simple
concessions), 17 leases (complex concessions) and one management agreement (which has
the characteristics of a licence). Cluster sampling (using selective judgement) was then used
based on the objective of having a representative sample of licences and leases covering a
diverse range of services including both large and small concession businesses. Based on this
selective sampling, a total of 16 concession agreements were identified. It was considered
that this sample size was more than sufficient (based on a population size of 27). Ofthe 16
selected samples, 11 represented concessions within a national park while another 5 were on
the boundaries or in a close proximity, with the concessions by concession type being

summarised in Figure 5.2.
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Type of Agreement

Lease -10 or
63%
Licence/permit -
50r 31%

Other - 1 or 6%

Figure 5.2: Number of Concessions Reviewed by Concession Type

The range of services covered by these 16 concessions is diverse, with the coverage

summarised in the following figure.

Types of Services Offered
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Camping
Hotel
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Equipment hire
Tourism booking
Visitor information
Self-guided tours
Guided tours
Other sundry

Bushwalking/canoeing :|
of other facilities

Refreshments and retail
Education/interpretation
Maintenance/cleaning

Figure 5.3:  Types of Services included in Concessions Reviewed

Of'the 16 concessions included in the sample, 11 or nearly 70% included the provision of
refreshments and retail services with a number also including some form of accommodation.
The services included in these selected concessions provide a good representative sample of

services being provided by concessionaires.
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The list of concessions for review was then provided to Parks Victoria, who accessed all the
available files for each of these concessions and made these files available for review. The
files for each of the individual concessions represented an amalgam of the communication
between the park manager, the commercial operator and any professional advisers used (e.g.
various correspondence, relevant file notes of discussions, copies of legal agreements, legal
opinions (where required), property valuations (where required) etc) along with copies of the
various internal park manager approvals required (e.g. completed Commercial project
justification pro forma). The review of files was completed over 3 days in the offices of Parks
Victoria. Each concession was reviewed with file outcomes being summarised under the
themes previously identified. In completing this review, the required information was not
always available, in which case no comment or fact was recorded on the individual

concession schedule.

The data was subsequently summarised where the outcomes for each theme was combined so
that relevant trends and/or differences could be identified. The outcome of this analysis,
which is summarised in Appendix 5, forms the basis for the comments in the following

Analysis of Results section.

Due to the need for confidentiality, it is not possible to disclose the individual concessions
examined. Therefore, in completing the analysis, each concession agreement has been given

an alpha reference, which is used for future individual designations.

5.3.2 Analysis of Results

The analysis of results of the file review is detailed in Appendix 5. Prior to commencing the
review a core set of data requirements was prepared (based on the themes identified in
Chapter 4 and further refined by the park manager interviews). Each of the individual
concession files was then reviewed to determine an answer to each of the identified data sets.
Where an answer could not be determined from the information in the files, no response was
recorded. The answers to each of the data sets were them summarised across all concessions
examined. In addition, the total of 16 concessions being examined was then further
segregated into an assessment of the relative success of each of the concessions based on a
review of a number of key factors, being the perceived level of satisfaction of service
delivery, the length of time of the concession establishment process, the satisfaction of

financial obligations, the perceived satisfaction of environmental requirements and the extent
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of disputation evident between the park manager and the commercial operator. (The
assessment of these factors was based on data contained in the files.) The outcomes of each
of the data sets were then further segregated based on the assessed level of success of the
concession (ranging from successful to financial failure). Any other matters of relevance

noted during the concession file review were also noted for further consideration.

As noted, the analysis of results of the file review is detailed in Appendix 5 with the following

(by key theme) representing a summary of the results.

= Development of Service Offering

The majority of the concessions examined (14 of the 16) represented a continuation of an
existing service and/or an enhancement or refurbishment of an existing asset. The primary
purpose of going to the market for the concession was to source capital funding to enable the
completion of capital works (which otherwise probably would not have occurred) and
enhance the existing service provision. For these concessions there was no documented
consideration of options for the expansion of the service or the consideration of methods to

expand the market offering.

The other two concessions resulted in the establishment of significant commercial businesses
which have provided an expanded product offering to the visitor along with significant
benefits to the park manager and the commercial operator. The final service offering included
in the concession was, in both cases, developed by the commercial operator as part of the

tender response within the framework provided by Parks Victoria.

Interestingly, for concessions which involve further development of existing infrastructure,
Parks Victoria has in place a process which requires the completion of, effectively, a business
case by regional staff to establish the basis of the concession offering. Included within this
process is the need to address a number of important issues including the strategic fit of the
concession, relevant stakeholder management issues, a financial and economic analysis,
environmental impacts and requirements, product design, project risk and an options analysis.
Only one example where this had been completed was located for the 16 concessions
examined. (This suggests that a number of the required processes were in place to properly
develop a concession product offering, but that these processes were not adequately used and

that the staff may not have the necessary skills to complete the required analysis.)
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For all of the concessions, the operator was being offered a monopolistic position within the
individual national parks. Under current arrangements for leases this is a valid approach as
the business size is normally insufficient to support more than one service provider.
Generally, there is only enough infrastructure to support the one operator (e.g. one retail
outlet) and the establishment of additional infrastructure is inconsistent with the
environmental objectives. However, it does need to be recognised that this increases the need
to ensure concession agreements are structured correctly to restrict monopolistic activities

such as predatory pricing and inadequate service standards.

= Role of Park Manager in Process

While the location of the service provision for the concessions was the national parks, the
majority of the responsibility for the development of the tender documentation, completion of
the tender process and monitoring of subsequent performance appeared to rest with central
rather than regional personnel. While regional personnel were involved in a number of the
concessions, there role was often peripheral to the overall process. This was apparent for both

simple and complex concessions.

* Tender Brief Development, Tendering Process and Evaluation

The Parks Victoria process requires that where the concession payments are expected to
exceed a specified annual value, Parks Victoria must enter into a full tender process. If the
expected lease payment is less than this specified value then the full tender process can be
avoided provided sufficient submissions (3) can be elicited from known interested parties.
This practice reflects the need for Parks Victoria to comply with the principles of the

Victorian Government Purchasing Board requirements.

However, the approach used in the application of this principle varied widely and it was
apparent from the review of concessions that it is the more recent concessions which had been
subject to the more comprehensive tender process. One concession examined, in particular,
highlighted this point. For this particular need (the refurbishment and operation of a derelict
asset), Parks Victoria had previously completed two tender processes with unsatisfactory
outcomes (and no operator being appointed). However, prior to going to the market a third

time Parks Victoria adopted a more professional approach including obtaining external
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assistance with the development of the tender specification and service offering, appointment
of a marketing agent to control advertising and elicit community response and commitment
of sufficient personnel and financial resources to the tender process. The result of this
improved approach was the receipt of 5 viable submissions with a concession ultimately being
awarded which, to date, has been successful for all parties. This recent approach appears to

have established a benchmark for future tender processes.

= Contract Development, Structuring and Negotiation

Parks Victoria has developed, based on legal requirements and past experience, a standard
lease and licence agreement, which formed the basis for contract development and negotiation
for the majority of concessions. These agreements were then refined to meet the requirements
of the individual concession. The main areas where refinement occurs were in definition of
required service and specification of requirements where a prescriptive approach was adopted

(e.g. hours of operation, numbers per tour, and compliance with food standards).

Importantly, the agreements had a number of standard restrictions (e.g. use of advertising
material, no vending machines, no gambling permitted) along with standard environmental
requirements of both a general and specific nature (refer discussion following for further

information on environmental requirements).

The ability of a commercial operator to achieve refinements to these agreements was limited,
particularly in regard to shorter term licences. This approach, along with the time taken to
complete negotiations and finalisation of agreements (which in some concessions extended
beyond a year) indicated the potentially adversarial nature of the contract negotiations.
However, in two of the larger and more recent concessions negotiated the approach was more
cooperative with, in one instance, a separate agreement being developed specifically for the

concession.

A key area of variation in the concession agreements examined was the period of the

concession along with the fixed term nature of the agreement.
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Figure 5.4:  Period of Concessions

For the licence agreements in the files examined, the maximum periods for the concessions
varied between 1 and 3 years with all but one licence being for a fixed period. The periods of
the leases varied between 7 to 50 years’. The variation appeared to be dependent on the Act
under which the concession was granted, with the maximum permitted period dominating.
The majority of the leases were for a fixed period, indicating that this concession represented

a long-term commitment by both parties with no review periods.

= Operator Characteristics

An important consideration in the success of any concession is the characteristics of the
appointed commercial operator — in particular the past experience of the operator along with
the operators’ financial capacity and business acumen. This is, in part, reflected in the
structure of the commercial operator along with the size of the operators past business

activities.

The majority of the operators for the concessions examined would be characterised as small
businesses with a number operating as sole traders or in partnerships with no corporate
protection. On closer examination, a number of these small business operators represented
‘local’ families (as in they were people from the area of the national park in which the
concession activity was to be completed) who did not have significant experience in the

business area they were about to enter. This lack of experience coupled with the commitment

’ The 50 year concession related to a service provided within a State rather than a national park (but within close
proximity to a national park). Therefore, it was possible to provide the longer period of tenure (after having
obtained special Ministerial approval).
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to a substantial financial obligation (refer discussion in following section) represented a
potentially significant risk. The lack of business or tourism service provision experience
potentially impacts on the ability of the commercial operator to meet the service requirements
of the park manager and the park visitor and this, combined with the need for a substantial
financial commitment, has the potential to lead to financial failure (along with a deterioration
in the visitor experience). Three of the concessions examined were classified as financial
failures, and all three of these concessions were operated by small business and required

significant initial financial investment.

For many of the concessions examined, the business opportunity presented was not of
sufficient size to warrant the involvement or investment of a larger corporate entity and,
therefore, the concession opportunities encouraged the involvement of small business rather

than a larger enterprise.

Structure of Commercial Operator

80%
70% —
60%
50%
40% +—
30%

0% | O Individual /family
1 Oo/o _ H_I: Ipartnership
, L
0%

@ Private Company

| Trust

Small Business Mediumto Large Total
Business

Size of Commercial Operator

Figure 5.5:  Structure of Commercial Operator by Size

Of the concessions examined 2 were medium to large business entities with extensive past
experience of relevance and access to the required financial resources to meet the capital and
operating commitments. Not surprisingly, these were also the commercial operators which
negotiated the most variations from the standard concession agreement (to ensure the
agreement was suitable for the requirements of the service being provided) and also

represented concessions identified as being successful for all parties.
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= Concession Payment Structuring and Financial Relationship

In considering the structure of the concession payment along with the financial viability of the
relationship a number of factors are relevant including the actual structure and timing of the
required concession payments, the quantum of the lease payment along with the associated
capital expenditure requirements, and the allocation of responsibility for capital and operating
expenditure risk. These factors (in conjunction of other drivers) combine to determine the
potential financial viability of the concession. It is important an appropriate balance between
return to the park manager and to the commercial operator is determined with this balance

being needed over the total period of the concession.

As is demonstrated in Figure 5.6, for the concessions examined, the dominant concession
structure used was one based on a specified base payment or a combination of a minimum
base payment in conjunction with a payment based on activity (normally a percentage of
revenue), particularly for leases. All concessions requiring a base rental only also included
regular adjustments for movement in the Consumer Price Index (CPI) or CPI interspersed
with adjustments based on determining movements in market based property rental prices.
There were examples of structures based only on an activity level, with this arrangement
mainly applying to shorter term permits which also required monthly payments of permit fees.

Leases most frequently required payment of concession fees on an annual basis.

While certain approaches dominated there were also regular variations from the norm which
suggests there is no agreed ‘best’ approach. In a monopolistic environment the use of solely a
base rental approach along with annual payment requirements would be of some concern, as
such an approach does not constrain the ability of the commercial operator to achieve
monopolistic pricing and profits. (This is particularly true were there is also a lack of other

regulatory type controls by the park manager over such areas as movements in service

pricing.)

Page 120



Chapter 5: Analysis of Interviews and Existing Data

60%

]

40% W Permit
30%

20% | O Lease

10% -
0% T

Monthly
Yearly

Quarterly :|

Unknown

Base rental only
Base plus activity
level
Activity level only

Basis for Payment Payment Frequency

Figure 5.6:  Structure of the Concession Payment

In negotiating any concession agreement an important consideration is the total quantum of
the concession payment along with the extent of additional financial responsibilities placed on
the operator, and particularly capital expenditure requirements. To assist in determining an
appropriate concession payment the park manager will often obtain the advice of an
independent expert, normally a valuer (such as the Victorian Valuer-General). Such valuers
are experienced in adopted land-based valuation approaches, but such approaches may not be
appropriate for concessions where land title does not pass but, rather, the opportunity being
presented is a business opportunity. Alternative valuation techniques may be more
appropriate and, in particular, for a business opportunity it could be argued that business

valuation approaches are required.

Figure 5.7 provides a guide to the quantum of lease payment required under the various
concessions examined along with the associated capital expenditure requirements with these
segregated between either small or significant payment streams by size of commercial

1
operator.'’

10 Segregation of lease payment between small and significant is based on guidance from Parks Victoria, as is
the segregation for capital expenditure. Due to the commercially confidential nature of this information, Parks
Victoria has requested that the actual figures not be disclosed.
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Figure 5.7:  Operator Lease and Capital Expenditure Commitments

While for the majority a small business has only assumed responsibility for a small
concession payment there were situations where the small business assumed substantive lease
payment obligations. From a capital expenditure perspective the dichotomy was more
substantial, probably due to the need for the funding of the refurbishment/renewal of park
assets being a key driver for the park manager. In a substantial number of concessions the
small business operator assumed a significant capital expenditure responsibility (with
financial distress and a failure to meet the capital requirements resulting for two of the small

business operators).

This concern over the appropriateness of the risk versus reward equation for the commercial
operator and the park manager is further demonstrated by Figure 5.8. It is the small business
group that had the greatest exposure to entering into an agreement which was not financially
viable, but it was also this group that assumed the greatest financial responsibility in regard to
capital and operating expenditure responsibility along with the quantum of the required
capital and concession payment commitments. Importantly, the granting of a concession
where financial viability may be a concern was potentially a problem for both the commercial
operator and the park manager. The allocation of responsibility appears more appropriate for
the large business concession holders, where there was a sharing of responsibility between all
parties. This may in part reflect the maturity of the commercial operator business managers

and there ability to structure a concession agreement which benefits all. It is interesting that
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in one of the concessions examined (with a large business commercial operator), the issue of
funding infrastructure capital expenditure (which supports but is not directly linked to the
concession) was resolved by establishing a joint fund between the park manager and the

concession holder, with each contributing based on an agreed approach.
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Figure 5.8:  Financial Responsibility and Viability

This analysis suggests that care needs to be taken in structuring the concession payment
arrangements for leases. The determination and allocation of financial responsibility needs to
ensure that the viability of the business is not threatened. This requires a structure with an

appropriate risk allocation and reward arrangement that is appropriate for all parties.

= Use of Incentives

As is demonstrated by Figure 5.9, there was minimal use of direct incentives to drive operator
behaviour in any area of operation. As has previously been noted, a number of the concession
payment structures included an activity based payment, but this was not designed to
encourage achievement of performance targets by commercial operators. Rather, the activity
based payment ensured the park manager received a share of the revenue above defined

levels.

For the majority of concessions, the achievement of performance targets (where set) or
compliance with the requirements of the concession agreement (e.g. operating hours,

responsible conservation practices, food standards etc) was voluntary. The only remedial
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action available for non-compliance is termination of the concession, but the park manager is

reluctant to take such an action (refer following discussion on termination provisions).
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Figure 5.9: Types of Incentives included in Agreements

In a small number of the concessions reviewed there were additional price-based incentives
where the commercial operator received a financial advantage provided they achieved
specified targets (eg achievement of capital expenditure requirements or completion of
maintenance requirements resulting in a reduction in the concession base payment). While
the principle of using price-based incentives to drive specific performance is sound, there also
needs to be care in the application of the principle. One of the concessions where this
arrangement was established still failed to meet the requirements to achieve the financial

benefit as the cost of achieving the targeted outcome was greater than the benefit obtained.

= Interaction with Park Manager and the Community

The review of the 16 concessions indicated that there was generally a lack of formal

arrangements for effective communication between the commercial operator of a concession

and the local or regional park manager, other concession operators in the national park and

relevant local community organisations. The frequency of interaction for the concessions

examined was as follows:

e Park Management — in only 1 of the concessions was there a formal requirement for the
concession operator and the park manager to meet in a cooperative manner with this being

required on a six monthly basis. While another 3 of the agreements included a
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requirement for a park manager/operator meeting, the objective of the meeting was to
review the operators’ performance with the meeting being at the instigation of the park
manager. There was no reference in the agreements to the participation of the commercial
operator in the development of park strategy and in only 1 agreement was there a
reference to the need to comply with the management plan of the national park (even
though most national parks have individual management plans in place).

e Other Commercial Stakeholders — only 1 commercial operator included regular (monthly)
meetings with other commercial stakeholders operating in the park, with this being at the
instigation of the commercial operator rather than a formal agreement requirement or park
manager initiative.

e Community Stakeholders — the concession agreements did not include any requirement for
liaising with relevant community groups, although two commercial operators completed

such discussions regularly as they recognised the importance of community support.

While a number of the concession agreements (appropriately) included restrictions on the type
of advertising signage the commercial operator was permitted to use, there was no reference
to the potential involvement of the commercial operator in the joint marketing of the national

park.

Community and operator interaction along with integration of a commercial operator into the
total park activities is an area which has not been subject to significant attention in the past,

and may warrant further consideration in the future.

= Role in Environmental Management

For the concessions examined, the emphasis given to environmental management varied
widely with there being no apparent reason for the wide variation. Key findings from the
concessions examined are:

e The need to consider the approach of a tenderer to environmental management was
included in the evaluation criteria for a number of concessions but an instance was noted
where there was no mention of environmental requirements for a tender which had the
potential to have environmental impacts.

¢ In the majority of concessions the past environmental performance of the tenderer or the

attitude of the tenderer to conservation of natural values was not considered.
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Of the 16 concession agreements examined, 5 included specific environmental
requirements related to the specific concession (e.g. approach to bird feeding, constraints
on camping, constraints on tour group sizes). The remaining agreements approach to
environmental management incorporated a general requirement to comply with
management principles in regard to conservation; and/or a number of standard
requirements (e.g. minimise damage to land, no cutting of trees, no burning, need to report
an environmental event, use of recyclable materials).

In one instance a tenderer was awarded a concession even though the tenderer was already

exhibiting inappropriate environmental management practices.

While the concession agreements in some instances referred to specific environmental

requirements, there was no reference to meeting specific targets and the agreements did not

include specific incentives or sanctions for satisfying the environmental requirements. Where

specific requirements were included, the ability to change these requirements (due to changed

practices etc) was difficult and time consuming.

Performance Reporting and Control

Again, specification of and compliance with performance requirements is an area where there

was high variability in the outcomes, although the main focus was on reporting base data for

the service being provided.

A number of concessions included specific Key Performance Indicators (KPI) for
financial and service delivery areas (e.g. occupancy levels, gross revenue, capital
expenditure). There were no KPIs for the environmental or social areas of activity.
Frequency of reporting varied widely with some only requiring reports at the end of the
concession (for some short term permits) with others requiring quarterly, monthly or
annual reports.

While some concessions were required to submit full annual financial statements, this was
not a frequent requirement.

As noted previously, for some concessions the commercial operator was required to meet
with the park manager to assess performance. For the majority such a requirement did not

exist.
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Specification of relevant KPIs, the provision of performance feedback and the need to
complete comprehensive performance reporting on a full ‘triple bottom line’ approach was

not consistently applied in the concessions examined.

=  Closedown and Termination Provisions

The approach adopted by the park manager where a concession is nearing conclusion is one of
cooperation where the final arrangements are determined between the parties concerned.
While the concession agreements for leases provide direction and some allocation of
responsibility it is recognised that cooperation is required to ensure service standards are

maintained.

Greater difficulty is experienced where a commercial operator is not performing adequately.
The concession agreements include the expected clauses in regard to the need to negotiate
where a dispute arises with termination being a last resort, and this generally reflects the Parks
Victoria approach. However, experience indicates that difficulties often arise in achieving
this termination. For one of the concessions examined, the commercial operator was
replacing a previous unsatisfactory operator. The previous operator had been a cause for
concern for over 10 years (including the registering of significant visitor complaints, concern
over predatory pricing and concern over environmental practices) with Parks Victoria
attempting to negotiate a settlement. Because of the structure of the original agreement it was
not possible for Parks Victoria to terminate the concession (without incurring significant
financial penalties). For a second concession established in the late 1990’s, the failure of the
commercial operator to perform had been a concern since soon after establishment of the

concession and a resolution to the dispute is still being negotiated.

5.3.3 Key Conclusions

The review of a sample of existing concession arrangements has highlighted a number of
specific areas where potential improvements in current practice may be possible, and these are

considered in the development of the commercial business model (in the following chapter).

This review has also indicated a number of important business characteristics which need to
inherently exist in the effective establishment and on going operation of a concession

including:
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e The adoption of a cooperative approach to discussions between the parties rather than an
adversarial approach.

e The need to establish a business opportunity of sufficient substance to warrant the interest
of medium to large businesses, which may require the combining of services across a
number of parks or of a number of services within parks.

e The need for all parties to have sufficient business expertise and skills (or access to such
expertise) to ensure a viable business opportunity is developed which benefits all parties.

e The need to recognise the importance of all stakeholders within the national park
operating as partners rather than in the traditional client/supplier relationship over the
period of the agreement.

e The need to focus beyond the financial requirements and potential of a concession to
ensure appropriate emphasis is given to the social and environmental needs.

e The need to ensure that the influence of the commercial operator extends beyond the
specific concession service offering with the operator also having a role in the total

strategic direction of the national park.

It is also considered, based on the review of concessions and the feedback from the park
manager interviews that benefits may occur if further emphasis is given to the identification

and development of additional concession service offerings, with the park manager taking a

more proactive approach to identifying and developing alternative service offerings.
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The literature and data analysis in previous chapters has provided the basis from which the

CBM can be developed. The research to date enabling the models development includes:

a) the review of current practices within national parks which provided the basis for the
identification of issues, themes and relationships

b) interviews with park managers where these issues, themes and relationships were then
discussed, clarified and expanded, and

c) areview of a targeted sample of files of existing commercial relationships in national

parks (where the targeting was facilitated by b)).

The next step in the research map (as previously documented) is the development of the
CBM.

Range and
Scope of
Activities

Identify / Develop
Key Themes and
Processes

Victorian and
International
Practices, and

Literature Review

Concession
Case Files
Review

Park Manager
Interview s
(and themes)

Synthesise
information
from all sources /
develop CBM

Feedback from
Park Managers/
Commercial Operators on
the synthesised model

Final
Commercial
Business
Model

Figure 6.1:  Research Activity Completed in this Chapter
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The synthesis of this research (through the identification of common practices, the evaluation

of these practices to identify those considered best practice (as completed in Appendix 5) and

the identification of key issues which need to be considered) has enabled the development of a

CBM. Based on these outcomes it has been possible to identify and develop a CBM, which

will then be presented to a selection of commercial operators and park managers (not already

interviewed) for final comment (and, if necessary, final modification).

The CBM developed to date (which can be used by future and current park managers),

consists of three key components:

(2)

(b)

(©)

The Concession Conceptual Framework — which provides an outline of the
environment in which the business model will operate, including clarification of the
objectives of the park manager and commercial operator.

The Concession Complexity Model — which provides the framework for determining
the approach to be taken in the development and management of the concession
including assessing the type of concession required, the role of the park manager in the
concession and the expected business characteristics of the commercial operator.

The Concession Selection and Management Process — which outlines the concession
process to be used by park managers in developing the product offering, identifying
the type of concession type, sourcing the concession operator etc including the
provision of guidance on the activity requirements at each key stage in the process and

the possible variations in application between concession types.

These three components and the interaction between each of them represent the total

commercial business model. This interaction, which is represented in Figure 6.2, is an

important feature of the model.
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e
b,
i
e

Figure 6.2: Components of the Commercial Business Model

The Concession Conceptual Framework (described in further detail in Section 6.1) provides
the overarching park management environment over which concession management is to
occur. This framework is predominantly dictated by the external environment and is not

subject to variation in the short term (although long-term change may be feasible or imposed).

The Concession Complexity Model (refer Section 6.2) has been developed within the internal
and external confines of this Concession Conceptual Framework. The application of the
Concession Complexity Model assists in the determination of the appropriate approach to the
initiation and management of individual concessions and, more importantly, identifies

approaches which would not be appropriate.

The Concession Selection and Management Process (refer Section 6.3) outlines the important
steps in the development, awarding and operation of concessions. This process also provides

specific guidance on the approach to be adopted on a number of important issues, including
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identification of differences depending on the position of a concession within the Concession

Complexity Model.

While the application of the CBM (for use by the park manager) represents a stepped process
involving each of the three components, it is also important to recognise that the model will
be further developed and informed based on experience before being finalised (see chapter 7).
It 1s expected that in the long-term, the experience of the application of the Concession
Complexity Model and the Concession Selection and Management Process may identify
potential changes to the Concession Conceptual Framework which, if affected, will improve
the use of concessions in National Parks and which, in turn, may require refinements to the
other two components. For example, the period of concessions is currently restricted by the
legislative framework. However, in the long term it may be possible to change the legislation
to permit longer concession periods (which would encourage more substantive asset
investment by the private sector). This change in the Concession Conceptual Framework
would the need to be reflected in both the Concession Complexity Model and the Concession

Selection and Management Process.

Each of the components of the CBM is considered further in the remainder of this chapter.
However, before proceeding it is appropriate to reiterate the scope of operation of the model.
As has been indicated in earlier chapters, the model being developed is to have application
within a specific area of operation. In particular, the model has been being developed for
application to services provided within the boundaries of national parks in Victoria. While
the model could be equally applied to service providers outside national parks but near to the
boundaries, the current legislative authority for the park manager does not extend to this area.
(The impact of commercial operators on or near the park boundary is a separate project
beyond the scope of this research). Similarly, while the principles of the model could equally
be used in State parks and other classifications of reserved land, the details of the model
would need to be amended to reflect the variation in inherent environmental factors (e.g.
legislative differences). The model is also specifically directed to the provision of visitor
services by commercial operators. The model is not applicable for resource use based types
of services (e.g. extractive industries), which have a completely different set of requirements

and environmental issues.
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This chapter discusses the development and application of each of the ‘sub-models’ that make
up the CBM. Section 6.1 outlines the Concession Conceptual Framework, which provides
the overarching environment in which the commercial operations are to be completed.
Section 6.2 details the Concession Complexity Model, which provides the management
framework to be applied, while Section 6.3 (the Concession Selection and Management
Process) and Section 6.4 (Guidance material) provides more detailed information on the

actual process.

6.1 The Concession Conceptual Framework

The examination of park manager business practices in previous Chapters has clearly
established the importance of understanding the external influences and conceptual
framework around which a commercial business model is to operate. Therefore, in
developing an appropriate commercial business model, there is a need to place the model
within a concession conceptual framework which takes into account the unique aspects of

managing protected land.

Importantly, in any overarching park management model, the roles of protected areas need to
be viewed in the context of evolving physical, social and legal environments. Today, there is
increasing awareness that parks and protected areas cannot be managed in isolation but
instead must be viewed as integral parts of the structure and ecological processes of the
landscapes in which they exist (as is demonstrated by the South African examples). This
concept and its associated principles have been incorporated into the language of
contemporary land stewardship by the term ‘ecosystem management’ (see Wright (1996) for a
discussion of this principle and its application to protected areas). The guiding principles of
‘ecosystem management’ model can provide the functional paradigm for parks and protected

areas including facilitating the historical, political, ecological and legal bases for the model.

Based on the principles of ecosystem management (which, as noted above, include a
consideration of the political, ecological and legal requirements) and the synthesis of the
internal and external influencing factors identified in the previous research, the Concession
Conceptual Framework (along with the key functional relationships within the framework)

have been identified and are depicted in Figure 6.3.
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| Externalities Park Manager Commercial Operator

Social
Environment

Ecological ! Overall E

Environment | ! Objectives E

Government |~ i

Policy E i

Legislative ; 1 i i

Requirements E Approach to E Capital and
E Management of NP i Objectives

i v v i

| Management Commercial | |

| Structure Operator Role | !

Figure 6.3: The Concession Conceptual Framework (including the functional

relationships)

Under this Concession Conceptual Framework, the approach of the park manager to the
completion of commercial activities is heavily influenced by externalities (as discussed in
Section 6.1.1) over which, at least in the short to medium term, the park manager has little
influence. Similarly, the park manager approach also needs to give due consideration to the
overall objectives of the commercial operator and park manager organisation (as opposed to
the individual national park or service requirements), with these objectives being discussed in
Section 6.1.2. Each of these aspects of the Concession Conceptual Framework then influence
the park manager approach to management of commercial services including the structuring
of the management function and the role of the commercial operator in this service provision
(as discussed in Section 6.1.3). (The headings to Sections 6.1.1 to 6.1.3 (including relevant
sub-headings) include underlined key words or phases. These underlined key words or phases

provide the roadmap for the connection back to the various components of Figure 6.3.)

6.1.1 The Influence of Externalities

A key feature of this framework (depicted in Figure 6.3) is the development of an
understanding of the externalities (being influencing factors which are beyond the control of
the players, at least in the short term), and the relevance of these externalities to the
development of the commercial business model. The preceding analysis (in Chapters 4 and 5)

identified a number of areas of similarities and/or differences in externalities which impact on
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the features of the resulting commercial model. These individual externalities have been

grouped by the researcher into common themes (which emerged from the research

completed), and are summarised in Table 6.1 following.

Table 6.1:

Externality

Grouping

Key External Influences

Descriptor

Relevance to a Victorian Model

Social Economic Prosperity - The extent of leisure Victoria represents and affluent society
Environment time available along with the economic with increasing demands for nature-
affluence of the society and its focus on based tourism in an environment
nature-based tourism. where appropriate facilities are
Visitor Expectations - The expectation of provided.
the national park visitor to having access to
appropriate facilities.
Ecological Species Protection - The role of the There are a significant number of
Environment national park network in the protection of endangered and protection flora and
the environment and the maintenance of fauna species in Victoria’s national
biodiversity. parks. These parks also have an
The role of the national park network in important role in the provision of
environment protection and utilities service water resources to the Victorian
provision outside the park boundaries. community (as a number of the parks
represent water catchment areas).
Government Park Management - In all the other Park management in Australia is
Policy countries examined park management was completed by each State with the

the responsibility of the Government of the
country whereas in Australia it is State
based

Requirement for Transparency- The level
of transparency required in park
management, including concession
management, varied widely between
countries.

Political Bureaucracy - The position of the
management agency within the political
bureaucracy, with the agency being part of
a larger department or operated as a

separate agency.

influence of the federal government
being minimal. This results in
differences between States.

Victoria requires high transparency,
but not to the extreme demonstrated in

the American model.

In Victoria park management
responsibility resides within a separate
management agency rather than within
a department resulting in greater

management freedom.

Political Interference - The extent to which
political interference in operations is

possible (via funding and senior executive
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Externality
Descriptor Relevance to a Victorian Model
Grouping
appointments)
Legislative Conservation prioritisation - The Legislative framework places
Requirements prioritisation given to management for emphasis on conservation aspects
conservation compared to management for while also recognising importance of
access community accessibility.
Prescriptive nature of Legislative Victorian framework includes a
Framework — large differences existed in number of important specific
the extent to which the legislative requirements including:
framework incorporated specific * type and length of concessions
concession requirements, with the total = types of activities
USA framework being the most = allocation of concession funds (to
prescriptive. consolidated revenue).

The CBM developed for application within Victoria needs to recognise these externalities as
key structural drivers around which the Concession Complexity Model and the Concession

Selection and Management Process needs to be framed.

One of the outcomes of this range of externalities is the direct and indirect prescription of the
role and activities of the park manager, thereby minimising operational flexibility. For
example, the distribution of revenue raised by the park manager is legislated in the constituent
legislation (with commercial revenue going into consolidated revenue for the State rather than
being returned to the park managers). Similarly, the role of the park manager in the
environmental management of National parks is specified in the legislation and further
outlined in constituent agreements between the park manager and the Government, with areas
of specific environmental requirements also being directed by other areas of Government
policy. In effect, the externalities result in the park manager operating in a prescriptive
environment — with the use of concessions and concession management being virtually the

only area where entrepreneurial activity can be encouraged (but within constraints).
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6.1.2 Objectives of the Park Manager and the Commercial Operator

Commercial operators and national park managers (along with other stakeholders such as
adjacent private landowners and conservation groups) each have different, and equally
legitimate, objectives and priorities. Unfortunately, these objectives are often inconsistent
and the lack of recognition of these differences has the potential to create conflict. For
example, a commercial operator would prefer to use cheaper packaging material (such as
polystyrene cups and plastic bags) to maximise profits while the park manager would

advocate the use of more costly recycled packaging to enhance environmental integrity.

The park manager objectives are often specified by the constituent legislation and the
interpretation of the Government of the day while commercial operator objectives are
primarily focused on the financial aspects of the relationship. These differences were well
summarised in a 2003 report by the Department of Industry, Tourism and Resources and are

presented in Table 6.2.

Table 6.2: Differences in Management Objectives

National Park managers want: Commercial operators want:

e help with conservation of ecosystems, e conservation of the environment underpinning
biodiversity and heritage values; their business;

e  Dbetter visitor management; e access and infrastructure for visitors;

e to achieve environmental outcomes through e  opportunities for product development or
planning and regulation; service delivery;

e visitor enjoyment and understanding; e minimal bureaucracy;

e an environment that attracts visitors and e low overhead costs, commercial viability and
enhances their product; profits; and

e additional income for management and o flexibility to cope with changing circumstances
projects; and and demand.

e  help with research.

Source: Department of Industry, Tourism and Resources 2003, p. 2.

These differences (the majority of which are not negotiable) and their impact on the
commercial relationship need to be clearly recognised when structuring a CBM. The model
needs to be structured to ensure (and assist) each of the players achieves their individual
objectives. For example, the park manager needs to structure a rental mechanism which

enables the park manager to earn an appropriate economic rent for the access provided to the
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operator whilst also ensuring the operator remains financially viable, achieves and adequate
return for the investment made and has sufficient incentive to protect the environment while
meeting the service requirements of the customers. As was demonstrated in the analysis in
Chapter 35, this is not an easy balance to achieve, but is a necessary component of an effective

business model.

6.1.3 Park Manager Approach to Management of the National Park

A key area of difference previously identified between the park managers (in various
countries) was the different management approaches adopted in managing concession
activities. In particular, differences existed in the actual structure of the concessions
management function, the approach to management of the individual national park and the

approach to the involvement of the concession operator in the management of the park.

These factors represent important drivers in determining the ability of a park manager to

efficiently leverage the provision of services using commercial operators.

= The Concessions Management Structure

In the various countries examined (in Chapter 4) there was generally a consistent approach to

the organisational structure for the management of concessions (i.e. the concessions

management function), with the primary areas of consistency being:

e A centralised concession management unit (often referred to as the Concession Unit or
Central Concession Unit) existed in the organisation.

e This unit, among other roles, was responsible for the development and administration of
concession management policy.

e Identification of service need was initiated predominantly by the individual national park
manager, although central management also played a role.

e Complex concessions were managed from a central area of the organisation.

e Simple concessions were managed at the individual park level, with the central function

having an approval/guidance role.

While the above represent areas of consistency, differences also existed in other important

areas. Variations occurred in regard to access to and the provision of appropriate skills, the
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extent of focus on environmental values over commercial return, the extent of participation of

individual park managers in the concession process, and the adequacy of policy development.

The role of the Concessions Unit in policy development is an important consideration. The
ANZECC benchmarking review of commercial practices in parks services identified a number
of key policy areas which need to be considered, including:

e (Concession policy needs to be a consistent and logical output of higher policy.

e [t is important to be clear about why a concession is being considered. Is it to determine
levels and patterns of park use, raise revenue, manage risk or to ensure that appropriate
standards are met?

e The relationship between the concessionaire and the park agency needs to be clearly
understood. Is it competitor, partner or business client?

e [t is important to clearly identify who should be licensed, how the process should be
managed and what the level of economic return should be.

(Parks and Wildlife Commission, Northern Territory 1999)

A secondary matter identified when considering concession management was the adequacy of
park management staff resources and skills in concession management. It was noted in a 1992
report (Taskforce on Management Improvement 1992) that “the philosophy and practice of
raising revenue through charging the users of government facilities and services has emerged
as a strong trend in public sector management over the last twenty years in Australia.
However, the introduction of user charges into public sector agencies requires staff to develop
skills in marketing, client services and technical management. A lack of these skills has been
identified as one of the factors limiting benefits gained from adoption of commercial
practices” (Taskforce on Management Improvement 1992). This concern was equally
recognised in a 1999 study (Parks and Wildlife Commission, Northern Territory 1999) where
the need to recognise the “importance of training for staff involved in concessions

management” was emphasised.

The preferred organisational structure for concessions management for the park managers
examined was one where concessions policy was developed within a centralised unit, with
this unit also being responsible for the development of complex concessions and the provision
of guidance to the individual park manager for simple concessions. However, to be effective

it is also apparent that the commercial skill levels of park managers needs to be improved, that
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a more cooperative (rather than adversarial) relationship needs to be developed between the
commercial operator and the park manager, and that the differing needs of the commercial
operator over the life of a concession needs to be reflected within the park management

structure.

= Management of the National Park

At an individual national park level differences exist in the approach to the incorporation of
visitor service provision into the total management plans for the park. All jurisdictions have
an obligation to prepare management plans for individual parks. In some jurisdictions there
were also additional obligations to prepare plans specifically focused on commercial
opportunities (eg USA) or to prepare tourism plans (see Morse et al. 2005) which include a
consideration of visitor requirements and commercial opportunities, with summaries of these

plans incorporated into the overarching management plan.

When prepared, there was a strong perceived benefit by the park manager and commercial
operator in the development of these intermediary commercial/tourism plans as they assisted
in the clarification of the park manager commercial operator relationship. (Also see Morse et
al 2005 for a further discussion on the need for tourism plans.) In some instances, it may be

appropriate for the existing commercial operator to assist in the development of these plans.

= Concession Operator Role in Park Management

The role of the concession operator in the management of the individual park is an area of
significant debate and discussion. The recent Department of Industry, Tourism and Resources
study (2003) identified a number of issues in the relationship between the park manager and
the operator which impact on the effectiveness of the service provided including:

e There is a lack of mutual understanding arising from differing perspectives.

e Park and environment laws, plans, regulations and processes, which are appropriately and
necessarily aimed at conservation and resource management objectives, can inadvertently
prevent development of viable business operations and new products that are compatible
with park aims.

e The reluctance on the part of tourism operators to become constructively involved in

consultative mechanisms established by park agencies to guide park planning.
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e The under-utilisation of marketing and presentation of parks — used correctly it is an
effective way to influence visitor expectations and to direct visitation into areas that are
beneficial for both tourism and conservation outcomes.

(See Department of Industry, Tourism and Resources 2003, p. 43, Archer and Weaving 2002

and Beeton 2003.))

The research completed (in Chapters 4 and 5) have also confirmed the role of the concession
operator in the management of the individual park as being important. This research also
highlighted similar negative impacts resulting from the lack of a cooperative park
manager/commercial operator relationship. While there are many possible areas of co-
operation between the park manager and the commercial operator, a consideration of the role

of marketing will serve as a good exemplar.

The above Department of Industry, Tourism and Resources study (2003) identified the lack of
marketing control by the commercial operator as one of the areas which impact on economic
viability. Images of parks are marketed to create expectations. A visitor’s value perception is
affected by whether or not those expectations are met. If there is dysfunction between a park
image and the product delivered, a visitor is likely to be dissatisfied with the park and the
operator and to speak unfavourably of their experience to others. Similarly, marketing by the
park management agency, the commercial operator or a combination of both can have a
significant influence on visitor numbers and the impact on the natural values of the park.
Marketing can take several forms including the marketing of products and services (e.g. parks
as tourist destinations), social marketing (to change the behaviours and attitudes of target
groups), policy marketing (to convince specific sectors of society to accept a policy, similar to
“advocacy advertising” conducted by private companies to communicate their positions of
good corporate citizens) and de-marketing or ‘Don’t-use-our-programs’ marketing to advise
and/or persuade targeted groups not to use government programs that have been available in

the past (Wilkinson 2003).

Using these forms of marketing, the marketing mix can potentially be manipulated to achieve
a balance between visitation, revenue and economic, environmental and cultural sustainability
(Beeton and Benfield 2003). Within a national park, the role of marketing can be varied to

achieve defined outcomes such as:
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e Managing the total level of visitation to a Protected Area by encouraging or discouraging
visitation.

e Encouraging or discouraging specific types of visitors from visiting a certain area or site.

e Influencing visitor expectations, activities, site choices and on-site behaviour.

e Enhancing visitor satisfaction by ensuring that visitor experiences match expectations.

¢ (Creating understanding of the need for visitor management measures such as exclusion
from sensitive areas.

e Educating the general public and media regarding conservation issues.

e Increasing levels of public support for Protected Areas and their conservation goals.

(TTF Australia 2004, p.16.)

When completed in isolation, utilising these approaches by park managers can have a
potential negative impact on the commercial operator and may result in the operator either
being disadvantaged or completing marketing contrary to the intent of the park manager. The
concession file review (in Chapter 5 and Appendix 5) identified only one concession (of the
27 examined) where any form of cooperative marketing was completed. The dominant
approach was for each party to undertake marketing activities independently although the
manager did, in a number of instances, constrain the marketing activities of the commercial

operator.

Marketing represents one area where, in principle, there may be an argument for greater co-
operation between the park manager and the operator. There are also potentially other areas
including development of entry pricing policies, planned park development programs, pest

and weed eradication programs and development of additional visitor services in the park.

6.1.4 Summary of Concession Conceptual Framework Considerations

Based on the preceding consideration of each of the key Concession Conceptual Framework
areas, the following provides an outline of the approach to be adopted in structuring the
concession framework. This represents a synthesise of the identified areas which need to be
acknowledged by the park manager and commercial operator in undertaking concession
activities, and which outlines the features of a ‘best practice’ concession structure (as

identified from the research completed).
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Table 6.3: Concession Conceptual Framework Functional Relationships

Applicable to
Park
Mgr

Specific Matters to be Addressed

(where applicable)

Oper

Key External Influences

Social - Recognition of the increasing demands of visitors

Environment for nature-based tourism in an environment where + +
appropriate facilities are provided.

Ecological - Recognition of the role of the parks in ecological

Environment protection and, in particular, in the protection of + +
biodiversity.

- Acknowledgement of the role of parks in provision
of base community resources, particularly water.
Government - Segregation of policy development from
Policy implementation
- Recognition of the role of the park manager free
from political interference
- Compliance with key government policy
frameworks, including purchasing process + +
requirements
Legislative - Acknowledgement of legislative constraints + +

Environment - Recognition of conservation emphasis included in
legislative framework

Park Manager and Commercial Operator Objectives

Differences in - The differences in objectives (the majority of
Objectives which are not negotiable) and their impact on the
commercial relationship need to be clearly
recognised.
- The model needs to be structured to ensure (and
assist) each of the players achieves their individual + +
objectives.

Approach to Management of the National Park

Concessions - A centralised concession management unit €Xists

Management in the organisation.

Function - This unit, among other roles, is responsible for the
development and administration of concession
management policy, with policy being consistent
with higher policy.

- The purpose of specific concessions is clearly
defined and understood.

- Identification of service need is to include
involvement of the individual national park +
manage rand central management.

- Complex concessions are managed by the
centralised concession management unit.

- Simple concessions are managed at the individual
park level, with the centralised concession
management unit having an approval/guidance
role.

- The relationship between the concession operator
and the park manager is clearly understood and is + +
based on the principles of a partnership.

- The central concession management unit has +
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Applicable to
Park
Mgr

Specific Matters to be Addressed

(where applicable)

Oper

adequate resources and skills in commercial and
conservation areas.

Individual Park - Park managers include a consideration of visitor
Level requirements and commercial opportunities within +
Management park management plans.
- Where relevant individual commercial .tourism
plans are prepared to support the over-arching park + +

management plan.
- Existing commercial operators are involved in the
preparation of park management plans at an + +
advisory level.
Role of the - The concession operators are actively consulted
Concession and involved in the management of the park.
Operator - A number of specific park activities are completed
jointly (rather than individually), including the + +
marketing of the park.

Following on from the identification of the structural issues (and constraints) associated with
concession operation in national parks is the need to analyse the most appropriate
management structure for concession management along with the commercial characteristics
of the preferred commercial operator — and the next model (the Concession Complexity

Model) considers this.

6.2 The Concession Complexity Model

The research completed (in Chapters 4 and 5) indicates that the level of control exerted by a
park manager over a commercial operator is highly variable (between individual concessions)
as are the scope of requirements placed on the operator, with the key driver for this variation
being the type and scope of the service offering applicable to the concession. This scope of
service offering in conjunction with the differences in operator requirements also indicates the
degree of commercial sophistication required of the operator for a concession to be regarded

as successful.

These themes have been identified as being ‘best practice’ based on the examination of
approaches around the world (in Chapter 4) along with the interviews with park managers and
the review of concession files (in Chapter 5) and, from these, the relationships detailed in this
chapter have been established. (These will also be tested with final user interviews in a later
chapter.) In particular, these themes, along with the features of the Concession Conceptual
Framework previously discussed (in Section 6.1), have been used to develop the following

‘Concession Complexity Model’, which provides the approach for determining the key
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features of a concession, around which the individual concession requirements can then be

developed (using the Concession Selection and Management Process outlined in Section 6.3).

6.2.1 The Model

The Concession Complexity Model is represented diagrammatically in Figure 6.4 below.
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Figure 6.4: The Concession Complexity Model

Under this model, the key outcomes of the extent of centralised control which needs to be
exerted by the park manager along with the degree of commercial sophistication required of
the concession operator are both a function of the key input, being the level of complexity of
the service to be provided, where the complexity of individual concessions is heavily

influenced by a number of key factors termed collectively the drivers of complexity. These

key factors are:

o The sophistication of service provision — the greater the level of expertise required to
deliver the specified service along with the greater the expected utilisation of the service
the greater the level of complexity of service provision required.

o The level of operator and/or park manager investment — a concession which requires a

high degree of financial investment by the park manager and/or the operator will increase
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the level of complexity due to the additional performance requirements (along with risk)
attaching.

o The period of the concession — the longer the period of the concession the greater the
financial, service and risk exposure of all parties involved and the greater the implications
of an inappropriate concession agreement.

o The impact of the proposed activity on the park environment — concessions which have
greater impact on park environments (e.g. increased involvement in environmentally
sensitive areas, higher long-term implications) will require higher degrees of control and,

therefore, increased concession complexity.

The levels of these drivers of complexity are also indicators of the extent of business
sophistication required from and by the commercial operator. In considering this level of
business sophistication the key business characteristics to consider (determined from previous

chapters), termed collectively the operator business characteristics, are as follows.

o The type of corporate structure required — operators providing a simple service within one
National Park can operate under a simple corporate structure as the requirements of
service provision are simple. However, increases in the level of complexity resulting from
a number of areas (eg supplying services within a number of National Parks) increases the
requirements placed on the operator which correspondingly increases the need for more
appropriate corporate structures.

o The operator capital or equity base required — the greater the investment requirement
placed on the operator the greater the need to operate under more sophisticated corporate
structures.

o The range of operations of the operator — the greater the range of services provided by an
operator (be it within one National park, within a number of National Parks or within
National Parks and other areas) the greater the need for the operator to have a corporate

structure that enables the segregation of the service areas.

These drivers of complexity area also good indicators of the extent of control required to be

exerted by the park manager, termed collectively the centralisation of park manager control,

including the extent to which central management is involved.

The Concession Complexity Model should be used under a process where the identified

drivers of complexity are used to determine the degree of complexity associated with the
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identified concession and, therefore, the type of concession agreement which is appropriate.
This is then used by the park manager to determine the role of central versus regional
management in the establishment and management of the concession, and by the park
manager and the potential concession operator to assess the viability of the entity as a

potential service provider.

6.2.2 General Variability of Outcomes

The Concession Complexity Model has been developed to outline the importance of the
identified drivers of complexity in determining the role of the park manager in the concession
process along with the preferred supplier business characteristics for specified types of
concessions. The model is not definitive (as would occur within, say, a mathematical model)
and the relationship is not necessarily linear. As a result, the outcomes based on a determined
level of complexity have a degree of variability, and this is recognised within the model by
the ‘bands’ to reflect potential ranges of outcomes. This variability occurs as the Concession
Complexity Model does not result in definitive outcomes, and because of changes which occur

during the life-cycle of a concession agreement.

= General Variability in Outcomes

The determination of the level of complexity of a concession (which itself is an assessment
based on judgement) does not result in a definitive specification of the level of centralised
park manager control required or in the specific business characteristics required. Rather, the
Concession Complexity Model provides a general indication of the outcome, with some
variability being acceptable. (The method for determining all the ‘input’ and ‘output’
variables is discussed in detail later in this chapter.) Importantly, the greater the level of
complexity the greater the extent of variability possible. This general variability is reflected

in the bands included in the model, as highlighted in Figure 6.5 below.
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Figure 6.5: The Range of Variability

= Transition from Concession Establishment to Concession Operation

In addition to the general variability, there is also an additional aspect of variability which
needs to be taken into account. In developing the CBM, it is relevant to consider the changes
in requirements over the total life of a concession, and not just the requirements associated
with the initial identification and establishment of concession. Once established it is expected
that, in the majority of situations, the model outcome (ie the specification of the role of central
versus regional park managers in the process) will be similar. However, it is important that
the park manager also recognise that for complex concessions the role of the regional
manager will increase. It is important, during the operational phase, that the regional manager
have regular contact with the concession operator to enable the maintenance of the on-going
partnership relationship. This potentially changing role of the various levels of park managers

over the lifecycle of a concession is depicted in Figure 6.6.
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Concession with a high level
of complexity
(a Complex Concession)

a
Central Mgt

Centralisation of
Park Manager
Control

Concession with a low level
of complexity
(a Simple Concession)

Individual Park/
Regional Level

Identification Contract Service Contract
Selection Negotiation Provision Completion
Process

< Concession Timeline >

Figure 6.6: The Changing Role of Park Management over the Concession Timeline

(Refer Figure 6.12 and associated comments for details of the Concession Timeline.)

Simple concessions which, by their nature and observation have low levels of complexity,
will predominantly be managed by the individual or regional park manager throughout the
period of the concession agreement. However, the greater the level of complexity, the more
important the role of the Central Concession Unit of park management during the initial
establishment of the concession agreement and at the end of the concession agreement.
During the operational phase, the role of the central Concession Unit will decline with the
individual or regional park manager taking a greater role in park management. This
variability existed in a number of the concession agreement files examined. For example, the
establishment of a complex concession was normally driven by the Central Concession Unit
with the role of the individual; park ranger being more dominant during the service provision
period. For simple concessions, the concession file review indicated that, while the variability
still existed, the role of the Central Concession Unit was minimal with the individual park

ranger assuming control at all stages.)
This additional level of variability is reflected in the Concession Complexity Model by the

inclusion of a second expanded band of variability around the level of centralisation of park

manager control area of output and, in particular, with a potential for greater individual park
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manager control (during the operational phase of the concession). This is highlighted in

Figure 6.7 below.
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Figure 6.7: The Second Band of Variability (Transition Variability)

This potential for variability (at two levels) can best be demonstrated by an example. A 20
year concession requiring the commercial operator to provide fixed tented accommodation in
a sensitive area of a national park (e.g. in one of the designated overnight areas of the Great
Ocean Walk) potentially represents a complex concession. The specification of the service
offering, including the environmental constraints, would require significant involvement of
the individual park manager while the determination and negotiation of the concession
arrangements would require the commercial skills of a Central Concession Unit. The
concession establishment would require both individual and central park manager
involvement with the central manager being the dominant party - although even within this
relationship there is potential for variability in the role of the individual park manager. Once
the concession is established, the role of the park manager (in controlling the impact of
construction on the park and in monitoring the environmental impact of the operations of the

fixed tents) would become greater.
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6.2.3 Identified Areas of Inefficiency

This Concession Complexity Model also indicates potential areas of inefficiency in park

management. The areas where potential inefficiency may arise are in:

e The allocation of park manager resources to the management of individual concessions.
Concessions may be managed by an individual park ranger, by the manager responsible
for a regional grouping of national parks, by management in the Central Concession Unit
(at the central office of the park manager) and by a combination of all resources.
Efficiency is achieved where the correct allocation of management responsibility within
the park management agency occurs.

e The use of the most appropriate commercial operator to provide a service. The selection
of an inappropriate commercial operator (where the capabilities, financial facilities, size
and scope of existing business of the operator are inappropriate for the service required to
be delivered) may result in inefficient park manager resource commitment, reduced
concession revenue to the park manager, excessive service pricing for the park visitor and,

at the extreme, commercial operator failure.

Under this model it would be appropriate for a concession with low complexity (i.e. a simple
concession for guided walking tours) to be controlled and managed at the regional or
individual national park management level. Such concessions do not require the resources,
processes or expertise associated with being managed at a Central Concession Unit level.
Similarly, such a concession does not require a concession operator with complex business
characteristics as this would result in an excess operator management infrastructure and
financial return (required to cover overhead costs). Conversely, complex concessions need to
have a higher level of Central Concession Unit management as regional or individual national
park management does not normally have the experience or management capacity to meet the
needs of such concession arrangements. Similarly, a concession operator with simple
business characteristics would not normally be able to fulfil the capital and service
requirements associated with a complex concession (with the potential end result being
operator financial failure, as has happened in the past). These areas of inefficiency are

depicted in Figure 6.8 below.
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Figure 6.8: Identified Areas of Inefficiency

Park managers should avoid straying into these areas of inefficiency, as they represent areas
of potential additional financial cost and inadequate service provision for the park manager

(and the park visitor) along with inadequate commercial return for the commercial operator.

6.2.4 Use of the Concession Complexity Model by the Park Manager

It 1s anticipated that the Concession Complexity Model will be used by the park manager to
identify the management resources (and skills) required for individual concessions while also
being used to assist in ensuring the business characteristics of the preferred commercial

operator are appropriate for the concession service being supplied.

The use of the Concession Complexity Model by the park management agency would require

the agency to complete the following steps for individual concessions:

o Step A — Determine the level of complexity — where the identified drivers of complexity
are used to determine the degree of complexity associated with the identified concession

and, therefore, the type of concession agreement which is appropriate.
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e Step B — Determine the park management requirements — where the perceived level of
complexity is used by the park manager to determine the role of central versus regional
management in the establishment and management of the concession, and

e Step C — Determine the concession operator business requirements - where the perceived
level of complexity is also used by the park manager and the potential concession operator

to assess the viability of the entity as a potential service provider.

= Step A — Determine the level of complexity

In applying this Concession Complexity Model the park manager would initially determine the
identified level of complexity for a particular concession offering, as is demonstrated by Step
A in Figure 6.8 below. The park manager would infer the perceived level of complexity
based on a consideration of the key drivers detailed (i.e. subjectively arrive at an ‘overall’
perceived level of complexity after considering all of the complexity drivers). In considering
these drivers it is important to note that each driver moves in sympathy with each other. For
example, the longer the period of the concession, the greater would be the expected level of
financial commitment by the concession operator and the greater the expected range of
services to be provided. While the drivers move in sympathy, they do not necessarily move in
unison. For example, a substantial increase in the level of investment required may not
necessarily result in a comparable increase in the period of the concession (although some

increase would be expected).
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Figure 6.9: Determining the Level of Complexity

The above example could be a proposed concession for the construction of additional visitor
interpretation and service facilities in Wilsons Promontory National Park (WPNP). Such a
concession would require significant capital investment by the operator (to build and operate,
for example, a substantial high quality ecotourism styled interpretative centre incorporating
other service offerings such as retail and restaurant services) with a long-term agreement (up
to 21 years) being assessed as appropriate. It, therefore, would represent a complex
concession which has the potential to have a significant impact on a National Park due to the
impact of the construction on the park environment along with the impact of the additional

visitation on the park assets (e.g. walking tracks).

= Step B — Determine the park management requirements

This input would then be used to determine the degree of centralisation required (i.e. the

degree of involvement of the Central Concession Unit within the park manager organisation

along with the role of the individual park manager) as demonstrated in Figure 6.10.
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Step B: Determine Park Management Requirements
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Figure 6.10: Determining the Park Management Requirements

Under the previous WPNP example, the central Concession Unit would initially have
responsibility for the tendering and negotiation of the concession, although the individual
WPNP park manager would also need to be involved to ensure the needs and environmental

requirements of the specific park are adequately addressed.

= Step C — Determine the concession operator business requirements

The determined level of complexity would also be used to identify the expected business
characteristics of the potential supplier of the concession services, this being as depicted in
Figure 6.10. Based on the individual drivers of complexity, the park manager would be able
to infer the expected individual business characteristics of the commercial operator (e.g. a
high level of investment required infers the need for the operator to have access to significant
financial resources) and, from this consideration of individual characteristics, can determine

the overall level of business characteristics required.
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Figure 6.11: Determining the Operator Business Characteristics

Similar to the drivers of complexity, each of the individual business characteristics move in
sympathy with each other, although they do not necessarily move in unison. The WPNP
example (used previously) would require a concession operator with complex operator
business characteristics, as outlined in Figure 6.11 above. To provide the services required,
the commercial operator would need to have access to significant financial resources (which
would not place the entity in a position of financial stress) and would also need to have access
to sufficient resources and skills to provide the range of services required. It would be
expected that such a commercial operator would be structured as a company (rather than a

family partnership or trust) with other business activities.

Under this model, the services associated with a concession which has low levels of
complexity could be provided by a commercial operator with simple business characteristics
and the concession management process could predominantly be completed at the individual

park manager level with minimal central management involvement.
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6.3 The Concession Selection and Management Process

The previous section has outlined the Concession Complexity Model which is to be used to
assist in determining the type of concession to be used (e.g. simple or complex) based on the
complexity of the service to be provided, along with the most efficient park manager approach
to establishment of the concession agreement and identification of the preferred business

characteristics of the commercial operator.

The identification of the level of complexity along with the outcomes of the Concession
Complexity Model (the concession type, operator characteristics and park manager
requirements) will also influence the process and requirements of the park manager in
awarding and operating concessions. The utilisation of inappropriate processes may result in
inefficiencies for the park manager and result in the awarding of concessions which result in
inadequate service provision (for example, the completion of a full public tender process
controlled by a central Concession Unit for the awarding of a simple concession represents
would be inappropriate. The use of such a process for a simple concession represents an
excessive allocation of park manager resources for a concession with minimal complexity and

financial return to the park manager).

The third key component of the total CBM — the Concession Selection and Management
Process — has been developed to meet this need to provide concession process guidance. The
completion and distillation of the research for this thesis, including the literature review and
interviews, has enabled the identification of the key activities in the concession process. In
particular, key themes were identified in completing the review of current practices in Chapter
4 along with the identification of areas of ‘best practice’ under these themes (by the
completion of a comparison of current practices). These themes and identified ‘best
practices’ were further tested and developed during the interviews with park managers (in
Chapter 5) The completion of the concession file review (in Appendix 5 and summarised in
Chapter 5) was also focused on the testing and further development of the areas of best
practice. The following represents a synthesis of the analysis of the completed research. This
research (in Chapters 4 and 5) has also highlighted a number of specific issues which need to
be considered at each activity point in the Concession Selection and Management Process,
where variations in the approach to the concession process are required depending on the

requirements of the concession type.
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For each of the key activities identified in the process of awarding and operating a concession

it is appropriate to identify, based on the research completed to date:

- the key attributes which need to be considered in developing the concession requirements,

- along with, where relevant, specific issues on which guidance is required, and

- guidance on the potential areas of applicability of these activities, attributes and areas (in
that some of the matters may only be relevant for the park manager or the operator

whereas others may be equally important for both).

These factors are individually considered for each identified area of activity in the following
sections. Importantly, the development of the approach for each of these activity areas has
included a consideration of the requirements of the Concession Complexity Model along with
the potential impact of changes in the external environment (as reflected in the Concession
Conceptual Framework). The major areas of activity within the overall concession process
plotted against a ‘whole-of-life’ concession process timeline are detailed in Figure 6.12, with

this resulting in a depiction of the overall concession process.
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Figure 6.12: The Concession Selection and Management Process

This consideration of each of these activity areas will ultimate provide the basis for the

preparation of a summary of the approach to be adopted in completing each activity area (as

detailed in Section 6.4) which the park manager can then use to ensure that the concession

allocation process is correctly determined.

The above Concession Process diagram (Figure 6.12) along with the Concession Process

Structure, Key Attributes and Issues table in Section 6.4 combine to provide the overall

Concession Selection and Management Process material.
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6.3.1 Concession Needs Identification and Specification

As was noted in a previous chapter (see Table 4.3 of Chapter 4), the initial identification of
the service need of a national park for complex concessions has predominantly been the role
of the individual national park manager. For simple concessions the park managers in all
jurisdictions took a reactive position whereas for complex concessions the approach could be
either reactive or proactive. It could be argued that this historical approach has resulted in a
minimalist approach to service provision (e.g. identifying restricted service needs which are
targeted to smaller less sophisticated commercial operators) which has resulted in a failure to
meet the needs of the visitor, restricted community access to national parks, and a failure to

maximise the potential use of commercial operators.

This approach is not appropriate in the future where park managers need to take a more
proactive approach to need identification, including consideration of expanded service
offerings to increase revenue sources. In the future, park managers at both a central and
individual park level will need to initially consider and develop the expected park service
offerings to meet growing visitor requirements including development of new service

offerings.

The completion of this ‘service definition’ process is an important first step in the completion
of the process for allocating a concession, and the service definition provides the initial

information required for the application of the Concession Complexity Model.

Having independently identified and defined a service need, it is then appropriate for the park

manager to consider and be satisfied as to the validity of the concession approach. Bickerstaff

(1999) reinforces this view in his report 'A Review of Current Systems for Licensing

Organised Group Activities in Protected Areas in Australia’, where he indicates that agencies

need to identify why a concession is appropriate for the provision of the designated services

Bickerstaff notes that concessions which consider four key factors are “more likely to result in

synergistic partnerships”, these being:

e To clarify the respective rights and obligations of operators and park managers.

e To ensure that appropriate risk management, interpretation and performance standards are
set and maintained.

e To improve the two-way flow of information between managers and operators.
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e To provide a management tool with which to direct the demand for park areas and thus

optimising the use of facilities while minimising impact.

Importantly, this evaluation also needs to consider the associated financial aspects of the
concession and, in particular, whether the return to the park manager will be maximised by
the use of the concession arrangement or whether internal service provision will maximise the
return. While a number of the concession management processes reviewed included formal
documentation and approval for concessions (and particularly complex concessions), the
extent to which this documentation addressed important issues was variable. In determining
the appropriateness of a concession arrangement for the provision of an identified service, and
to assist in the specification of the service offering to take to market, it is important to

consider:

the definition of the service to be provided

- the adequacy of demand to provide an appropriate return to the operator and the park
manager

- the acceptability of the impact of the service on the natural values of the individual park
and the ability to minimise that impact

- the extent of integration of the service within the park and the surrounding region

- the potential competitive market for service providers, and

- the expected number of operators which may be required (e.g. monopolistic or

oligopolistic).

In completing this evaluation it is also appropriate to consider the role of the individual park
manager compared with the Central Concession Unit, with this being dependent on the

complexity of the proposed services to be provided.

6.3.2 Concession Selection and Management Process and Criteria

Concession applications can be generated from public (industry) inquiry or by a specific park
agency initiative (normally via an Expression of Interest (EOI) or Request for Tender (RFT)
process). Public inquiry initiated concessions can be for known concession opportunities, to
identify acceptable opportunities not previously considered or may propose concessions that
are in conflict with the purpose or values of a park. Care needs to be taken in determining the

selection process and in developing the selection criteria to apply.
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The procurement process for major concessions is likely to be complex; particularly when
there is a mix of development, tour operations and the need to issue a lease for a complex
concession. It is important that the decision process for complex concessions, which usually
have long term implications along with significant financial ramifications, include central and
regional park agency staff along with specialist input. Central staff are to provide the
commercial skills while regional staff are necessary to ensure the needs of the individual
national park (where the service is to be provided) are considered. These resources may also
need to be supplemented with independent specialists to provide additional skills (e.g.
business valuation, legal) along with to meet the political need for independence and
transparency. (Bickerstaft [1999] reinforces this view by proposing that highly decentralised
approaches to concessions may work at the micro-level, but are a disaster at higher levels of

resolution.)

It 1s, therefore, clearly appropriate that a concession selection/approval process is established.
Similarly, an evaluation criterion needs to be established to ensure an appropriate basis for
selection which takes into account all areas. The USA approach includes specification of
evaluation criteria to be used for all concessions along with a defined weighting regime.
While this approach is transparent, it also reduces flexibility to ensure criteria and weightings
reflect the individual circumstances of an individual concession. In other jurisdictions (e.g.
New Zealand and Victoria) a more informal approach is adopted where the criteria is
established on an individual basis, with this criteria then being publicly available to all
respondents (although the disclosure of the individual weighting to criteria is not always
similarly disclosed). This approach has the benefit of flexibility but also presents the potential
for an important criterion to be overlooked or incorrectly weighted, a lack of transparency and

for respondent dissatisfaction.

6.3.3 Concession Process - Commercial Operator Approach to Responding

The approaches taken by commercial operators in responding to the needs of the park
manager also vary significantly. For simple concessions, the requirements are normally based
on the completion and submission of a standard form, which is then considered and approved
or rejected with little communication between the operator and the park manager. For more
complex concessions the response may extend to the preparation and submission of a detailed
response addressing a number of matters required by the initiating Request for Tender (with

the operator have significant freedom in determining the form and structure of the response
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along with the ultimate scope of information provided), the completion of an interview with
the park manager, the possible provision of additional information and the negotiation of

various aspects of the ultimate service provision requirements and arrangements.

This can potentially be a complex and costly exercise for the potential commercial operator
who will provide the requested service. The concession file review (in Appendix 5) identified
a number of areas which need to be considered by a commercial operator before responding to
an opportunity, with these being reinforced by the areas identified in the Department of
Industry, Tourism and Resources report (2003, p.39) as factors which underlie successful
partnerships in national parks. This research identified that, in evaluating and responding to
an opportunity, it is important for the potential commercial operator to carefully evaluate the
opportunity to ensure it is an appropriate area of operation for the service provider which will
provide an adequate return to the operator, ensure that the potential commercial operator is
able to provide the information required to enable the evaluation of the ultimate submission,
ensure that the final submission provides all the required information and ensure that the
submission includes the identification of any areas which require further clarification or

discussion.

The commercial operator should be committed to the provision of the requested service and
prepare a submission that maximises the opportunity for selection under arrangements which

are appropriate for all participants.

6.3.4 Legal Relationship and Agreement

The type of legal relationship along with the structure of the actual agreement is a vital

component of any business relationship in that not only does it define the contractual

requirements, the tone of the wording and requirements is an indicator of the guidance on the

intent of each party — is a cooperative or adversarial approach being adopted, the level of

business trust being exhibited etc. A number of aspects of this legal relationship along with

the agreement are determined by legislation and, therefore, could be interpreted as constraints.

In particular, in Victoria:

e Legal structure — two structures are permitted, leases for complex concessions and
licences for simple concessions.

e Tenure — the period of tenure for leases can range from 3 to 21 years, with longer periods
only possible under unusual circumstances. Licences can be for periods up to 3 years.
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e Ownership —under the current Act leases do not permit the operator to take ownership of
the asset developed in the National Park while licences do not involve the creation of

permanent physical assets.

In developing the current commercial business model, the above factors are recognised as
constraints around which the model needs to be structured. A change in these constraints is
unlikely in the short to medium term (as such a change could only be effected through a
change to the legislation, which could take up to 3 years to complete). However, the
legislative requirements are inhibiting the expansion of the role of the commercial operator
and need to be relaxed to facilitate private sector investment. Consideration of these issues is

beyond the scope of the current research, but should be examined in detail in the future.

There are also aspects of the current agreements where variation is possible. The base
conditions for both leases and licences is specified in a ‘standard form agreement’ developed
by Parks Victoria, with key terms and conditions then being subject to negotiation. Many of
the specific requirements represents positions taken by Parks Victoria and/or the Government
and, as such, may be subject to variation. The review completed as part of this research
indicates that the current standard agreements need to be reviewed and updated as the intent
of the agreements seem to be based more on an adversarial approach to business management
rather than a co-operative approach. In addition, issues considered by some clauses do not
provide sufficient clarification of responsibilities (e.g. environmental obligations and
reporting requirements) while some matters requiring consideration are not addressed (e.g.

partnership arrangements and the marketing approach).

In particular, the agreement needs to be developed to address the following:

o Environmental obligations — further development of environmental obligations on either
party is required including an expanded range of specific requirements (eg constraints on
product range, disposal policies, approach to native fauna and flora, use of detergents, use
of packaging materials, intent of display material etc) along with a more general
requirement for environmental responsibility. A greater focus on development of
obligations for specific areas is also appropriate. (As was noted in Section 5.3.2, the
environmental obligations currently being placed on commercial operators are minimal

and are not consistent with achieving the conservation objectives of the park manager.)
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e Partnership arrangements — the agreement needs to provide greater clarity over the
establishment of a partnership relationship within individual national parks including the
expected participation of the commercial operator in the development of the park itself, in
the visitor service and traffic flow decisions and other relevant operational decisions along
with input into the development of management and commercial plans. (The current
extent of partnering arrangements, as summarise din Appendix 5, is minimal resulting in
little cooperation between the parties.)

o (Co-operative marketing — the expected involvement of the operator in the marketing of
the National Park needs to be a focus of attention, along with the role of the operator in
the marketing activities undertaken by the park manager. (The need for and benefits of
cooperative marketing were previously discussed in Section 6.1.3 of this chapter.)

o Flexibility - leases often represent long-term obligations for the operator and the agency.
Therefore, leases may need provisions that allow for some flexibility regarding adherence
to future standards and environmental constraints along with recognition of changing park
management needs and constraints. However, lease conditions, which allow room for
change, must also be reasonable for the lessee and take into account commercial economic

factors.

6.3.5 Operator Ownership and Structure

The 2003 Department of Industry, Tourism and Resources study found that, while there are
some large operators who use natural areas as a backdrop (such as the hotel or resort sector)
or as a destination (such as coach tours), overwhelmingly the nature based tourism industry is
composed of small, family-based businesses motivated mainly by lifestyle choice and making
a marginal profit (Department of Industry, Tourism and Resources 2003, p.8). It is also
suggested that the excessive focus on small operators can potentially have adverse
consequences as small operators traditionally have limited access to capital, have limited
capacity to be involved in community or environmental planning processes and do not
advertise interstate or overseas because the costs are too high. Rather, they rely on

government or industry marketing campaigns to generate demand.

In fact it has been argued that the physical structure of a national park makes it attractive to
smaller operators (Buckley 2004, p.12). These operators potentially obtain greater
opportunities for profit by reducing costs through access to subsidised and maintained

infrastructure within protected areas. There area also a number of structural factors which
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may discourage larger business including the restrictions on asset ownership and lease period
along with the need to complete applications for each park separately and to provide
individual park reports. The current arrangements in Victoria favour the involvement of small
business over larger corporations (due, in addition to the factors previously noted, to the park
manager approach of predominantly offering individual concession agreements to commercial
operators rather than establishing a concession of significant size). However, this approach
potentially works to the disadvantage of the park manager and is inconsistent with the
suggested Concession Complexity Model. While small business operators may be viable for
simple concessions, this is not the position for complex concessions. The use of a small
business operator for the provision of a complex service requiring long-term obligations with
significant capital investment requirements provides greater risk to the park manager in a
number of areas over the longer term — lack of understanding of base business needs,
inadequate investment in marketing, higher risk of financial failure, inadequate continuous
investment in asset provision and maintenance. (Three of the concessions examined in
Appendix 5 either have or are in danger of financial failure due to some or all of these

factors.)

It is important the process of service definition and supplier selection include consideration of
supplier requirements (e.g. scope of services required, number of parks service is to be
provided in, management skill requirements, investment requirements on a whole-of-asset-life

basis) so that a clear guide is provided on the appropriate supplier characteristics.

6.3.6 Management Structure and Arrangements

Based on the review of commercial business models (in Chapter 4), an often ignored area of
consideration when determining the structure of a commercial relationship in a national park
1s the management structure of the operator along with the basis for interaction of the
commercial operator management with the park manager (and other external stakeholders).
For simple concessions, the service provider will typically be a small business owner-operator
(based on the concession case file review summarised in Chapter 5) where there is a direct
connection between the operator and park management. For more complex concessions
where the service provider is a lager entity with multiple areas and locations of operation the
relationship is not as direct. In this situation consideration needs to be given to the authority

and role of the operator site manager (compared to the operator central management) and
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continuity of management. These factors can have a significant impact on the establishment

of a cohesive long-term relationship between the business partners.

Irrespective of service provider structure, it is also important to ensure that minimum
governance requirements are specified along with a consideration of the approach to meetings
between the parties, communication channels, participation in park strategy development and

facility expansion etc

6.3.7 Financial Relationship and Viability

Commercial operators providing services in national parks have one key point of difference
from mainstream service providers; they have a reliance on natural surroundings as part of
their image and product (along with a dependence on the park management agency). While
this reliance should drive behaviour which maintains the basis for their business (i.e. the
natural values of the park), the commercial reality is that before they can commit to
ecologically sustainable practices or contribute to the protection of the natural values, the

concessions need to be profitable and commercially viable.

Based on the outcomes of the park manager interviews and concession case files review (in
Chapter 5), there were a number of factors identified which influence the commercial viability
of'a concession and the concessionaire. While a number of factors were identified, the points
below represent those assessed by the researcher as being of key importance. This
rationalisation has been based on the application of sound economic principles coupled with a
hierarchical filtering process to identify those of most relevance. It is important, in
developing the financial requirements of a concession, that these prime factors be resolved in
a manner which does not place pressure on the financial viability of the concession. The
primary factors identified are:

e Tenure - Operators need continuity of tenure and consistency of policy to facilitate
investment and long-term planning.

e Land ownership - Concession operators in national parks do not own the land which
generates their revenue. This creates difficulty in raising capital for business purposes and
this difficulty can only be partially offset by long-term tenure.

o Development of a definable product — Development of a concession product (particularly

one which is tourism related) requires an attractive collection of definable and repeatable
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experiences and support activities. Park agency decisions on infrastructure have an
impact on this (eg location of interpretation centres, opening hours and food and beverage
provisions). Park management decisions may inadvertently limit the capacity to turn
attractions into viable tourism products.

e Demand awareness — prior to entering into any arrangement it is important to ensure that
there is adequate demand to support a commercial activity and this needs to be considered
within a long-term perspective. Research may be needed to determine the demand for
activities that require major investments of both personnel and public funding. Similarly,
all parties need to understand the impact of individual decisions on demand levels. Some
parks (eg Wilsons Promontory National Park) are stretched beyond their visitor capacity
during peak summer weekends; resulting in the need for ballot systems and restrictions on
day visitor numbers. (See Wearing and Nelson 2004, pp.25- 26.)

e Park management influence — The image of the operator business environment and
product (the national park) is heavily influenced by other areas of park management (eg
marketing activities, entry pricing, access to areas, provision of boardwalks, provision of
other services) as is the growth in visitation and the experience of the visitor.

e Availability and quality of product - Quality control and dependability are key issues in
ensuring product meets client demands. In national parks under concessions the operator
normally has responsibility to conduct their own quality control. However, their product
can be affected by decisions made by park agencies to restrict areas of access or activities
or by the actions of other commercial operators. While there may be good reasons for
management arrangements to be changed, unexpected changes have an impact on the
ability of operators to deliver reliable products (which reduces the value of their products

and the uncertainty can limit investment).

There are many areas of the financial relationship between the park manager and the
commercial operator which impacts on the financial viability of the operator. These need to
be considered and resolved prior to the finalisation of an agreement. If not, the potential for
future conflict is significant. (During the concession file review (in Appendix 5) it was noted
that the leases subject to the greatest level of disputation (being leases A, F and H) were also

the leases assessed as being financial failures.)
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6.3.8 Performance Incentives and Structure

The current approach to structuring of concession payments is only just beginning to
incorporate the use incentive structures to direct behaviour. Figure 5.9 of Chapter 5 noted that
less than 15% of the lease concessions examined used pricing incentives, with there being no
incentives included in the licence concessions examined. Significant improvements in this

area are possible in influencing both park manager and commercial operator activities.

= Incentives to Maximise Concession Revenue

Under the current funding flows in Victoria, revenue to the park manager generated from
concessions is returned to Consolidated Revenue (being the general revenue base of the
Victorian Government which is used to fund total Government activities) rather than being
directed for use by the park manager (with this requirement being legislated). This
arrangement operates as a disincentive for the maximisation of concession revenue (and has
also encouraged the use of alternative approaches to revenue classification which enable
revenue retention). Retention of revenue and, particularly, local retention would logically be
a driver of behaviour for both the operator and the park manager in creating a positive cycle
from revenue to better services and facilities to positive public attitude and back to increased
revenue (Queensland Parks and Wildlife Service 2000, p.3). Conversely, while it has been
suggested that the ‘best practice’ for the distribution of concession revenue is “100% revenue
retention by the Agency” (Parks and Wildlife Commission, Northern Territory 1999), there
are inherent dangers associated with this approach. Potentially, the original objective for
permitting licensed activities may be lost in the quest to generate revenue and lead to the
hijacking of staff and other resources away from core park management activity along with a

loss of focus on maintenance of natural values.

The USA has partially addressed this issue by establishing a system where all revenue earned
from concessions is placed in an account established by Treasury, but with these funds then
being available for use by the NPS, with 20% available to support activities throughout the
total park network and 80% available for use in the park which generated the revenue. Whilst
an improvement on the current practice in Victoria, this also suffers from the danger of the
Government of the day reducing total funding commitment to the parks as a result of the
increased external revenue generation, thereby resulting in no net increase in funding

available.
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The current Victorian practice (which mirrors that used in a number of other jurisdictions) is a
legislative requirement and, therefore, needs to be considered an external constraint in
developing the commercial business model. However, it is an area which does require

refinement in the future.

It should also be noted that the park manager, as an arm of Government, is constrained in its
ability to change prices for services offered within the park. Unlike private businesses, it is a
requirement of Victorian government policy that government agencies must be able to prove
to the community that all charges and especially new charges are fair, necessary and equitable
and any increases in charges are justifiable or in line with the consumer price index

(ANZECC report prepared by Queensland Parks and Wildlife Service 2000, p.7).

This pricing constraint has the potential to encourage park managers to use commercial
operators to provide services rather than the manager assuming this responsibility, as the
commercial operator would not be constrained by this requirement. This may result in
commercial operators providing some services (e.g. environmental tours) which do not have

the same level of conservation protection.

While the constraint placed by this Government policy is not unreasonable, further flexibility

is required to ensure it does not result in inappropriate behaviour.

= Incentives to Direct Behaviour

The current approach to the use of incentives (financial or otherwise) to drive operator (and
visitor) behaviour appears restricted in Victoria and the other jurisdictions examined (as
evaluated in Chapter 5). For simple concessions, the ‘flat-fee’ approach dominants. For
complex concessions differing financial incentive structures are used, but these are designed
to drive revenue maximisation rather than any other required behaviour (such as conservation
or visitor reduction). However, a number of studies already completed have indicated that the
use of incentives to link commercial operations with other park objectives (including
conservation) can operate as an effective management practice. (See Parks and Wildlife
Commission, Northern Territory 1999, Queensland Parks and Wildlife Service 2000, Young
et al. 1996). These reports identify ‘best practice’ approaches as including:
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Establishing fees that reflect the Agency objective(s) for concessions (whether it is cost
recovery, risk management or profit).

Using exclusive or semi-exclusive concession arrangements to limit change to the
environment or the recreational setting.

Using concession arrangements as a risk management tool when legally compliant liability,
indemnity, operational and competency provisions are included in documentation.
Establishing good relationships with and controls over all types of commercial operators,
and ensuring that all conditions of permits, leases and other agreements are adequate and
fulfilled.

The use of the incentives to collect good visitor data.

Ensuring that core business is not over-ridden by commercial interests. While increased
standard of service and facilities will often be a desired outcome of a concession
arrangement, such services and facilities should not be out of keeping with the desired
management setting of the protected area, or incompatible with the area’s environmental

needs.

The implementation of a commercial business model should include the development of

appropriate incentive arrangements to drive commercial operator performance and behaviour.

While the nature of the final incentive structure should be determined based on the objectives

and environmental setting of a specific concession, a number of possible approaches to

consider have been identified by the researcher based on a synthesis of the literature review,

interviewee comment and the concession file review along with the researcher experience of

incentive approaches in other industries (e.g. the franchise industry). Possible approaches

include:

Concession fee scales which provide a sharing of additional revenue for achievements
beyond that expected (eg turnover or profit levels).

Concession fee scales which include incentives for the achievement of defined outcomes
in service provision, environmental achievements, customer satisfaction levels, scope of
service etc.

Financial penalties for failure to achieve defined targets (although such an approach need
sot be used carefully as it can represent a negative incentive if inappropriately applied).
Definition of levels of expenditure required in specific areas (eg marketing or interpretive

activities) which are combined with park manager expenditure to increase impact.

Page 171



Chapter 6 — Development of the Commercial Business Model

e Subsidisation of specific activities required which would not normally form part of a
commercial activity (e.g. use of green power which currently is available at a cost
premium).

e Joint revenue or profit sharing arrangements covering both operator and park manager

revenues (e.g. a sharing of entrance fee revenue where it exceeds a defined target).

6.3.9 Linking Commercial Operations to Conservation Objectives — Enhancing

Environmental Affinity and Ecological Integrity

The previous section on incentives included a consideration of the potential for the use of
incentives to drive commercial operator behaviour, including conservation objectives. Based
on the outcomes of the data research (coupled with observations from personal experience),
such an approach has the potential to deliver significant direct and indirect environmental
benefits. These include using commercial operators to improve facilities and services for park
users also creates a better image and public appreciation and therefore lessen management
problems - thus indirectly achieving conservation objectives, ensuring commercial operators
have appropriate experience and training, particularly in conservation practices, can result in
increasing conservation awareness amongst operators and their customers, ensuring the
operator understands, where necessary, that at times a decline in revenue may be necessary in
the interests of environmental protection and of the park in the long-term is important and
using commercial operators to deliver appropriate services allows park management to focus
their resources on conservation, feral wildlife eradication and visitor impact minimisation to

improve the park from both an environmental and a visitor’s perspective.

However, it is unlikely that the commercial operator will always behave in a manner
consistent with the protection of the natural values of the park (due to the [sometimes]
inconsistency of this objective with the profit objective of the commercial operator) and,
therefore, it is important to ensure the lease or licence agreement include appropriate
performance and standards clauses which adequately address these conservation requirements

and that the clauses are enforceable (and are enforced).

Safety procedures, minimal impact behaviour, relationships to other park users, public
liability insurance, and guarantees of restoration of any damage caused are among the aspects
which may need to be covered. Such clauses also need to ensure individual national park

environmental, social, and economic conditions are considered. In some national parks bird-

Page 172



Chapter 6 — Development of the Commercial Business Model

watching may not be appropriate if it occurs during nesting season. Similarly, operator
provided education programs that merely entertain campers may not be appropriate, while
those that focus on the history and culture related to a particular landscape may be. The
review of standard legal agreements for Victoria and the other jurisdictions examined

indicated a possible lack of clauses addressing these important issues.

While the above has considered the position in regard to individual concessions, it is also
important to note that the combination of activities and uses from a number of concessions
has the potential to create “cumulative effects” that may be more harmful to ecological
integrity than a situation where the individual activities or uses are carried out independently
(Wilkinson 2003). The ecological integrity of an individual park can be affected not only by
the impacts of particular activities or particular levels of use, but also by the attitudes, values,
beliefs, and behaviour of park visitors and regional communities and partners. In considering
approaches to minimise the impact of commercial operations on the ecological integrity of a
national park it is important to consider both the individual and cumulative impacts, and to

reflect this need in any commercial agreements.

6.3.10 Performance Reporting and Control

In the jurisdictions and cases examined the attention given to specification of performance
reporting, along with the identification of performance reports actually submitted, was
minimal. However, the provision of clear direction in this area is considered important by the
researcher to ensure the service provider is aware of the responsibilities associated with
operating in an area of protected land with high ecological value and generates information
and reports which enable performance against these responsibilities to be assessed, to provide
the park manager with comfort on the adequacy of the performance of the provider and to
provide the park manager with information which will assist in the making of future strategic

and operational management decisions.

The establishment of consultative and feedback mechanisms between the park manager and
the commercial operator, including performance reporting between the parties, has been
identified as one of the factors which underlie successful concession arrangements. (See
Department of Industry, Tourism and Resources 2003, p.39.) This paper also highlights that
performance reporting should consider the requirements from the perspective of the service

provider to the park manager along with the reporting the park manager is required to provide
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to the service provider. For example, it is reasonable to expect that commercial operators
would appreciate information on park attendance levels along with planned park maintenance
activities as this information would commercial operators in assessing past performance and

considering future approaches.

The review of concession case files identified a number of significant deficiencies and
inconsistencies in the current approach adopted (as detailed in Section 5.2.2 and Appendix 5).
To rectify these identified concerns, the development of reporting responsibilities and
requirements needs to include a consideration of the frequency of the requirements along with
the content of the reports, the development of KPIs which clearly reflect the expected areas of
performance of the provider, the development of reporting requirements which extend beyond
the traditional financial reports into the social and environmental areas, the specification of
appropriate reporting governance arrangements (e.g. compliance requirements, access to
records, elapsed time from end of reporting period to provision of report and an approach to

provide feedback on submitted reports.

6.3.11 Interaction with the Park Manager and the Community

In a 2002 Australasian survey of public participation in protected area management for the
ANZECC Working Group (see Parks and Wildlife Commission of the Northern Territory
2002, p.19) all the park management agencies in Australia and New Zealand confirmed that
public participation was considered to be a major plank in their corporate strategy while 8 out
of the 9 organisations confirmed they were actively seeking to enhance their efforts in public
participation. In this ANZECC (2002) report some of the major areas identified for public
involvement in protected area management included:

« Provision of input into draft Plans of Management and other policy documents.

« A wide range of volunteer activities.

« Stakeholder liaison through formal and informal mechanisms, including local
management committees, advisory committees, community reference groups, community
consultative committees, Friends groups, stakeholder groups and industry liaison groups,
and representation on statutory boards, advisory councils, park management committees
and other legal entities.

o  Full consultation with Aboriginal communities under native title and land rights

legislation.
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This survey recognised the growing importance of public participation in protected land
management and developed a public participation model to reflect current levels of
participation. It noted that public participation could be viewed as a continuum, extending

from full government control to full community control.

Cooperate Participate

Community Response

Self
Directed
Action

Full Full
Government Community/
Control Control
Inform Consult Collaborate  Partner Hand Over
Agency Approach

Figure 6.13: The Public Participation Model
Source: Parks and Wildlife Commission of the Northern Territory 2002, p.6.

The lowest level of participation is compliance that, essentially, is the imposition of a decision
on the community. At the other end of the spectrum is self-directed action, here the
community is given full responsibility for decision-making and control of the process. Based
on the 2002 survey, it was found that most public participation programs rested somewhere

between these two extremes.

This model is equally relevant to commercial concessions and the commercial business model
under which they operate in a number of respects. Firstly, a commercial operator needs to be
aware of the environment in which the service will be provided and the impact of that on the
operations. Secondly, it is likely that the park manager would equally wish to have the
operator involved in this public participation program from the perspective of the operators
association with the park manager and the operators associated with other interest groups.

Finally, both the operator and the park manager would need to mirror this model in their
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relationships, indicating that a relationship in the ‘comply’ quadrant (which probably
represents the current relationship) will not be acceptable in the future (to all parties).
Movement towards the ‘participate’ quadrant is the most likely target for the future, and needs

to be incorporated into any future agreements.

6.4 Summary Concession Selection and Management Process

Guidance

Based on the preceding consideration of each of the key areas of activity in the concession

process along with the requirements at each of these points, the following summary of the

approach to be adopted in completing each activity area has been developed. This summary

consists of two tables:

e The Concession Selection and Management Process Structure, Key Attributes and Issues
table (Table 6.4).

e The Concession Type Differences table (Table 6.5) which identifies key differences in

concession type requirements for each activity area.

These two tables represent the ‘user version’ of the Concession Selection and Management
Process, with the structure of the tables following the concession process as summarised in
Figure 6.12. Importantly, the tables provide the guidance necessary to assist the park manager
in the development of a concession agreement. Table 6.4 effectively provides a checklist of
matters for the park manager to consider at each stage of the concession process while Table
6.5 highlights the key areas where there may be variability in the approach taken, depending

on the type of concession used.
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Table 6.4: Concession Process Structure, Key Attributes and Issues

Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Clarification of the role of the regional park manager and Central

Applicable to:

Concession Unit in the establishment of the concession along with +
the ongoing operations
Overall process requirements Identification and sourcing of the skills required for the total process +
(including potential external sourcing)
Ensuring the required resources are available to complete the +
concession implementation
Clear specification of service to be provided +
Potential of existing service providers to meet the requirement +
Confirmation that the service is best provided by a concession +
Determining services to be provided Determine the expected commercial operator expenditure
by the private sector requirements along with the expected concession fee (using +
appropriate valuation techniques for the concession)
Needs identificati d Potential to expand the service to make it more attractive for the +
ee .fs‘l f;rltl 1cation an private sector
spectiication Potential for service provision across a number of national parks +
Integration of services with other Potential for provision of integrated service +
activities in the park and the Need for interaction with other stakeholders +
surrounding region Implications for service providers on park boundaries +
No of commercial operators — Confirmation of need for monopolistic approach +
monopolistic, multiple service Consideration of implications of monopoly on service provision and +
providers etc need for regulatory type control
Park manager concession Role of regional park manager +
selection and q Extent of centralisation required +
management process an . . . . . .
cri terii P . . Clear specification of comprehensive financial, service delivery, +
Development of project brief environmental and social requirements
Sourcing of required skills to complete the concession process +
Identification of most appropriate method to approach the market for +
responses
Advertising process/approach Individual approaches +
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. Applicable to:
Activities Key Attribute Specific Matters to be Addressed

(where applicable)

Adpvertising medium to be used and frequency

- Requirement for an EOI

Selection/tender process - Requirement for an RFT

+ + + |+

- Establishment of independent evaluation panel

- Development of an evaluation criteria which gives appropriate
recognition to and specification of:
- Vision
- Management
Evaluation criteria - Financial
- Environment
- Social
- Experience
- Risk exposure

- Incorporation of draft concession agreement in tender documentation
Conduct of contract negotiation - Request for clarification of contractual terms for discussion

+ + + |+ + + + + + +

- Adoption of a commercial approach to contract negotiation

Source of opportunity identification +

- Concession services is in appropriate business area for commercial

Approach to deciding whether to operator
- Ability to provide an adequate commercial return

+

Commercial operator respond .
approach to responding - Acceptance of concession agreement terms

- Ability to meet the information needs of the tender
Satisfaction of information

. - Identification of areas which require clarification
requirements

+ + + |+ +

- Approach to potential interview requirements

- Lease

Type of agreement - Licence +
- Service delivery contract

Agreement features - Development of specific agreement features required + +

Legal relationship and
agreement

+

- Specification of environmental obligations + +
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Applicable to:

Outline of cooperative/partnership arrangements + +
Ability to amend agreement during initial negotiation and flexibility + +
during concession period
Time period of initial agreement (including consideration of legal + +
. restrictions)
Agreement period Extension options appropriate + +
Termination options required + +
Structure of commercial operator Type of legal structure appropriate + +
ownership Private versus not-for-profit
o Based on the expected lease commitment and capital requirement,
Large versus small organisations . . . + +
determine the most appropriate type of business to meet the need
Family
Private company
Ownership and structure Ownership Public company + +
Investment fund
Extent of protection against future ownership changes
Ability to satisfy initial capital commitment + +
Financial commitment of owners Ab1.11ty t? meet operatlo.nal expendl.ture requlremen‘Fs . . + +
Satisfaction that the entity ownership and structure is consistent with + +
the financial obligations
Approach to management of the Extent to which the management will be located on site + +
organisation Role and influence of ownership on management + +
Need for and frequency of meetings with on site park managers + +
Me(tinagement structure Integration with management of the Need for and frequency of meeting with other operators/stakeholders + +
and arrangements S .-
8 total park Extent of participation in park strategy development/facility + +
expansion etc
Specification of minimum + +
governance requirements
Financial relationship Allocation of financial responsibility Capital funding needs (including security requirements) + +
Operating requirements + +
Clear segregation between responsibilities of operator and park + +

manager
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Clear specification of product offering and role of participants in

Applicable to:

e . + +
establishing/controlling demand
Specification of approach for allocation of joint costs (including + +
marketing expenditure)
Establishment of procedures for funding of future capital works
. . + +
which benefit both parties
Development of basis for payment including:
- Minimum base fee
- Incentive based fee (e.g. % of revenue) + +
- Allowance for increases for inflation
. . - Allowance for regular reviews to market
Basis for operator commercial .. C . .
Provision of potential discounts based on achievement of specific
payment to park manager . . . .
objectives (e.g. specified level of capital expenditure, level of + +
customer satisfaction etc)
Review of overall potential payments to ensure they are financially
realistic (including use of an independent business valuation where + +
appropriate)
Establishment of approach for concession fee payment including + +
frequency
Frequency of payment Preferable to have a monthly or quarterly concession fee payment + +
regime with annual adjustments (if required)
Integration of payment frequency with reporting requirements + +
Flexibility of financial requirements Possible 1nglus1on of facﬂlty to renegotiate concession arrangements + +
after a specified period, particularly for long-term concessions
. . lunt
Approach to encouraging/enforcing voluntary
. . price based
. . environmental and commercial + +
Performance/incentive obicctives regulatory
structures ) property right based
Incentive structures other than
. + +
financial
. . Previous record of environmental Consideration of previous environmental record of the commercial
Environmental affinity + +
management operator
. Establishment of environmental management requirements of the
Environmental management . .
. commercial operator covering:
requirements + +

- Compliance with the conservation objectives of the park
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Applicable to:

Specific Matters to be Addressed
(where applicable)

Activities Key Attribute

manager
- Specification of specific environmental requirements,
including performance targets, related to the service being
delivered
- Specification of specific environmental requirements related
to the operations of the national park
- Inclusion of (prompt) procedures for amending environmental

requirements * *
- Integration of commercial operator into environmental outcomes of + +
the national park
- Inclusion of reporting requirements covering:
- financial reporting + +

- social reporting
- environmental reporting

- Specification of frequency of reporting including possible two tiered
approach with regular restricted reports monthly or quarterly and + +
comprehensive reports annually

- Need for financial information provided to enable assessment of

Reporting requirements included in
contractual relationship

o + +
financial viability of operator
Performance reporting - Specification of requirements of park manager reporting to + +
and control commercial operator
- Need for formal performance review meetings including frequency + +
Feedback processes - Approach for obtaining independent rating of operator performance + +
- Specification of reporting governance requirements + +
- Development of an appropriate set of KPIs (including where
appropriate specific targets) covering
. . - i li
Identification of KPIs S.ervwe. delivery + +
- Financial outcomes
- Environmental outcomes
- Community interaction
Role of organisation in the S
. - Participation in relevant stakeholder groups + +
o . community
Community interaction - -
Acceptance (and reporting) of social . . .
s Connection with community + +
responsibility
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. Applicable to:
Activities Key Attribute Specific Matters to be Addressed

(where applicable)

Clear specification of requirements near the conclusion of the
concession including:
- Allocation or responsibilities
Allocation of responsibilities - Continuation of maintenance standards + +
- Responsibility for rectification works
- Approach to valuation of assets and inventory
- Handover procedures
- Clear specification of:
- Actions which will result in termination
- Procedures for termination + +
- Allocation of financial responsibilities
- Dispute resolution procedures
- Inclusion of timetable where termination is required + +

Closedown/termination
procedures

Termination procedures
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While the preceding table provides importance guidance in the application of the Concession
Selection and Management Process, it is also important in applying this process to be aware
of the key process differences based on concession types. Much of the previous discussion
has centred on the process for the complex concession (as traditionally characterised by a

lease agreement). The simple concession will not require as comprehensive a process as a

simple concession will be of shorter tenure and will require minimal investment by the

operator. Key differences are summarised in the table below.

Table 6.5:

Overall requirements

Key Differences between a Complex and Simple Concession

Area of Activity

Concession Type Differences for Simple Concessions

Regional office and local park management will control the selection
process and the operational reviews, with Central Concession Unit

guidance

Needs identification

and specification

Will often be initiated by the commercial operator
Will normally represent a single service in one national park
Will be a ‘standard’ service offering where service descriptions

already exist

Concession Selection
and Management

Process and criteria

Will not necessarily require an EOI/RFT type process
Evaluation criteria still required

Will have only one or a limited number of responders

Commercial operator

approach to responding

Extent of information required to be provided will be limited

Sophistication of the response provided will be limited

Legal relationship and

agreement

Will normally use the licence/permit arrangement with the agreement
being of a shorter duration (up to 3 years)

Simple concessions can still be completed under lease agreements but
tenure should be shorter than the maximum

Still need to ensure the agreement is appropriate for the specific

service being provided

Ownership and

structure

Private company structure still preferred, but not required
Small business operator may be a potential ser vice provided,
although larger business may still be interested if the concession can

be combined with other activities of the operator

Management structure

and arrangements

More likely to be a small business with minimal management
structures in place

Focus is on the individuals rather than the management processes
Commercial operator should still be involved in strategy development
for the national park and have regular meetings with the park

manager and the other commercial operators
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Area of Activity Concession Type Differences for Simple Concessions

- Level of investment required not substantial with park manager
assuming more of the financial responsibility, particularly in the
Financial relationship provision of infrastructure
- Concession cost structure will be reliant on activity levels, so

concessions fees which vary with activity level are preferable

Performance/incentive - Where the park manager wishes to encourage certain activities, the
structures use of incentives is still appropriate

Environmental - All aspects of environmental responsibility and reporting remain
Affinity important

- Depending on basis for concession fee, more frequent reporting on
specific requirements may be more appropriate
Performance reporting - Specification of appropriate KPIs required, although they may be of a
and control more standard nature
- Annual completion of a full TBL report, including full financial

information (to verify ongoing financial viability) remains important

- Concession operator still needs to have strong community
o ) connections and regular community interaction
Community interaction o . ) )
- Itis likely that the commercial operator will be a local business

person with already well established links with the community

- Full termination requirements and responsibilities still required
Closedown/termination - While closedown procedures are still required to be specified, their
procedures relevance is reduced as the commercial operator is unlikely to have

significant asset investments in the concession

As a general rule, the greater the degree of complexity associated with a concession the more
comprehensive will the concession process need to be. Therefore, as a concession moves up
the ‘scale’ from a simple to a complex concession the greater will be the need for the
involvement of the central concession unit, the more important the need to have a commercial
operator with complex business characteristics and the more resources and process controls

required to establish and operate the concession.

6.5 Conclusion

Based on the review and synthesise of the completed research a suggested CBM for
application in Victoria’s national parks has been developed by the researcher. This CBM
consists of three components — the Concession Conceptual Framework, which provides the

overarching environment in which the commercial operations are to be completed (Section
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6.1), the Concession Complexity Model, which provides the management framework to be
applied (Section 6.2) and the Concession Selection and Management Process, which

provides more detailed information on the actual process (Section 6.3).

Importantly, the three components are interdependent parts of a total model which includes
the need for interaction between the components. The CBM provides both high level
guidance to the park manager in the development and awarding of a commercial contract
along with specific identification of the key attributes of the concession process along with
the matters to be considered under each of these attributes (Section 6.4). Finally, the CBM as
developed also identifies the key process differences which arise depending on the concession

type being considered (Section 6.4).

It is expected that the CBM, as developed, will assist both the park manager and the
commercial operator in the completion of commercial activities in Victoria’s national parks.
However, before being finalised, the CBM needs to be subjected to final scrutiny by these

potential users. The outcome of this review process, along with the impact of the resulting

feedback on the CBM, is considered in (the following) Chapter 7.
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The CBM developed in Chapter 6 has been based on the analysis of data from a number of
sources — the review of the contextual environment in which national park managers and
commercial operators co-exist (in Chapter 2), the review of current literature including a
consideration of practices in Victoria and other countries (in Chapter 4), interviews with a
sample of Victorian park managers on current concession management practices and
processes (in Chapter 5) and a review of a large sample of existing concession agreements in

Victoria (in Chapter 5).

It is now appropriate to obtain feedback on the developed CBM and to update the CBM from
this feedback, as is shown in the research map (below) as developed in Section 3.1 of Chapter

3.

Range and
Scope of
Activities

Identify / Develop
Key Themes and
Processes

Victorian and
International
Practices, and

Literature Review

Concession
Case Files
Review

Park Manager
Interviews
(and themes)

Synthesise
information
from all sources /
develop CBM

Feedback from

Park Managers/
Commercial Operators on
the synthesised model

Final
Commercial
Business
Model

Figure 7.1:  Research Activity Completed in this Chapter
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The main omission from the development process to date of the CBM has been the
completion of interviews with the other major participant in the CBM — the actual commercial
operator. Due to privacy constraints and restrictions on confidentiality, Parks Victoria’s
strong preference was that commercial operators not be interviewed until after the initial
CBM development was completed. This chapter details the results of these interviews with

commercial operators.

To ensure all primary participants were given the opportunity to comment on the CBM
(developed in chapter 6) it was also appropriate to again obtain the feedback of park managers
(using a separate group from those initially interviewed prior to the development of the

CBM). The results of these interviews are also included in this chapter.

7.1 Feedback Interviews with Commercial Operators and Park
Managers

The objective of the final interviews was to obtain participant comment on the developed
CBM from both the commercial operator and the park manager perspective. The interviews
completed were as follows:

o Commercial Operators — a sample of five commercial operators was selected from the
total population of 27 commercial operators previously identified (refer Section 5.3). This
sample size along with the specific commercial operators were selected by the researcher
(with no influence from Parks Victoria) as a representative sample (using subjective
stratified sampling) covering both simple and complex concessions over a diverse range
of services. All interviews were completed at the premises of the individual commercial
operator.

e Park Managers — a sample of four park managers (at various levels of management) were
asked to review and comment on the model developed. This sample size was considered
sufficient to obtain the extent of additional feedback necessary (and as a supplement to the
park manager interviews completed earlier in the research project (as summarised in
Chapter 5).) Three interviews were completed by telephone and one face-to-face (at the

request of the park manager).

Prior to the interview, the interviewee was provided with a copy of the developed CBM (refer

Appendix 6 for an example of the information provided). The interviewee was requested to
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review the information prior to the interview. During the interview the commercial
operator/park manager was requested to:

- comment on the overall validity of the CBM

- identify any perceived concerns with the model

- comment on any possible omissions from the model

- comment on any possible refinements, and

- provide any additional comments considered relevant.

The results of these interviews are summarised in the following section.

7.2 Summary of Feedback Interview Results

The commercial operators supported the model and used the interviews as an opportunity to
reinforce particular areas considered important. The commercial operator interviews were
also used as an opportunity to highlight areas where the commercial operator believed the
current model, based on their experience, was inadequate or in need of refinement. The park
managers were, similarly, supportive of the CBM. The park managers used the interviews as
an opportunity to clarify certain aspects of the model and to reinforce the importance of the

initial specification and development of the concession service and arrangements.

The outcomes of these interviews were used by the researcher to confirm and further develop
the overall approach suggested in the developed CBM and to assist in the refinement of
specific areas. Analysis of the comments from the commercial operators and the park
managers was also completed after giving due recognition to the inherent biases of each
grouping. In particular, the validity of comments given was considered based on achieving
outcomes which are appropriate for all parties rather than comments which disadvantage a
particular group. (For example, some of the comments of commercial operators were directed

to enhancing the financial return to the operator, but with negative environmental impacts.)
The results of the feedback interviews (including all relevant comments and the basis for

accepting or discounting the need for change to the CBM) are detailed in Appendix 7. Table

7.1 provides a summary of the primary points (which resulted in CBM refinement).
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Table 7.1:  Final Interview Feedback Summary
Area Key Results
Overall Validity of Summary Comments:

the CBM Overall comments from the commercial operators and the park managers were

supporting of the model and particularly a number of the important features.
CBM Model Implications:

No refinement required — all matter noted were already adequately addressed in the

developed CBM.
Perceived Concerns Summary Comments:
with the CBM Commercial operators emphasised the need for the park managers to have

appropriate commercial skills and for the arrangements to be developed in a
cooperative environment. Park managers expressed similar comments with a

particular emphasis on the need for appropriate commercial skills.
CBM Model Implications:

Need to ensure the importance of commercial skills and of a partnership approach is

given greater emphasis in the CBM.

Possible Omissions Summary Comments:

from the CBM Commercial operators emphasised the need for a commercial partnership and for the
concession process to be transparent. Also noted the inability to further develop
commercial opportunities once the initial agreement is in place. The park managers’
principal comment was to ensure the impact on the national park and the
surrounding areas are included in the drivers of complexity for the Concession
Complexity Model.

CBM Model Implications:

Importance of trust and transparency needs to be given greater emphasis in the
CBM. Also need to incorporate an ability to expand existing concession agreements
where appropriate. Impact of concession on areas around the national park needs to

be more clearly included in the drivers of complexity.

Possible Refinements | Summary Comments:

to the CBM Commercial operators noted the benefit of the use of joint marketing approaches
(with the park manager) along with the desirability of regular meetings between the
commercial operator and the park manager. The importance of recognising the
differing objectives of the participants was noted by both the park managers and the
commercial operators. The park manager also indicated examples of situations
where the park management agency may appoint a commercial operator for a
concession recognising that the appointment may result in additional costs (e.g.

indigenous community appointments).
CBM Model Implications:

Completion of joint marketing along with regular meetings to be incorporated into
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Area Key Results
refined CBM. Importance of differing objectives is already adequately reflected in
the CBM. Discussion on inefficiencies to be updated to reflect exceptions based on

alternative selection criteria.

Additional Summary Comments:

Comments Commercial operator and park manager comments related to matters outside the
Considered Relevant | scope of this research.

(by interviewee) CBM Model Implications:

No refinement required. However, areas for future research were identified.

7.3 Implications for Developed Commercial Business Model

Table 7.1 illustrates the valuable feedback on the validity of the developed CBM and has
identified important areas of refinement. In particular, the Concession Selection and
Management Process requirements (as detailed in Table 6.4 (Concession Process Structure,
Key Attributes and Issues)) need to be amended to include comments about the facilitation of
additional commercial opportunities within an existing concession agreement, the expanded
approach to the completion of co-operative marketing, and the expanded approach to the
completion of regular meetings between the commercial operator, the individual park ranger
and the Central Concession Unit personnel. The discussion of the Concession Complexity
Model also required refinement as a result of the interview feedback. The explanation of the
‘drivers of complexity’ needed to be updated to ensure the social, environment and economic
impact of the concession on the areas surrounding the national park are included for
consideration. The discussion of the ‘areas of inefficiency’ also needed to be amended to note
that there may be situations where the park manager may choose an economically or

financially inefficient option due to the need to satisfy other requirements.

These comments did not require a change to the base elements of the framework (being the
Concession Conceptual Framework, the Concession Complexity Model and the Concession
Selection and Management Process, as described in Chapter 6). Rather the comments
represent required refinements to the discussion of the Concession Complexity Model and to
the checklist of matters for the park manager to consider at each stage of the concession
process (as detailed in Table 6.4). These required refinements have, therefore, been

incorporated into the final CBM, which is detailed in Appendix 8.
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However, of more relevance to the structure of the CBM were the number of comments which
relate to ‘state of mind’ type requirements rather than specific process issues (e.g. comments
in relation to value differences, the need for trust and transparency along with a cooperative
relationship and the need for a commitment by all participants to a successful concession
agreement). Such high level philosophical concepts, while important to the application of a
CBM, cannot be incorporated into the specifics of the model. Rather they represent
overarching principles which need to be adopted by the primary participants in the application
of the model — and these can be referred to as ‘Value Statements’. In developing Strategy
Plans for corporations the basic philosophy of an organisation is often embedded within three

key areas — the Vision Statement, the Corporate Purpose and the Corporate Values.

Therefore, to reflect these import values in the establishment and conduct of commercial
concession arrangements, the inclusion of appropriate Value Statements in the CBM
represented a useful enhancement. The inclusion of these Value Statements resulted in the

structure of the CBM being as detailed in Figure 7.2.

Commercial Concession Agreement
Value Statements

Concession Conceptual
Framework

Concession
Complexity Model

Concession
Selection & Management
Process

Figure 7.2: Updated Commercial Business Model
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Based on the commercial operator and park manager comments, the specific philosophical

Value Statements to be incorporated into the CBM are:

Value Statements

= Concession agreements will be structured to reflect the commercial requirements

of the operators while ensuring conservation needs are fully protected.

= Concession agreements will be established based on the principles of a full co-
operative partnership between the commercial operator and the park manager

exhibiting the features of a trusting commercial relationship.

= The park manager and the commercial operator will ensure, during all stages of
the lifecycle of the concession agreement, that appropriate commercial and

environmental skills are utilised.

= The establishment and operation of concession agreements will be completed
under an agreement for full transparency in the processes, approvals and

obligations required of all parties.

= Both parties will use their best endeavours to minimise the concession
establishment period, including assisting with the obtaining of approvals from

other external parties.

These Value Statements have been incorporated into the final CBM, which is detailed in

Appendix 8.

7.4 Final CBM (after user feedback)

The final CBM (being the primary output from this research) is detailed in Appendix 8, and
consists of four key components:

(d) The Commercial Concession Agreement Values Statement

(e) The Concession Conceptual Framework

() The Concession Complexity Model

(2) The Concession Selection and Management Process
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These four components and the interaction between each of the components represent the total
commercial business model. This interaction, which is represented in Figure 7.2, is an

important feature of the effective application of the total model.

The Commercial Concession Agreement Values Statement represents import values which
must be embedded within all interaction between the park manager and the commercial
operator in the establishment and conduct of commercial concession arrangements. The
Concession Conceptual Framework provides the overarching park management environment
over which concession management is to occur. This framework is predominantly dictated by
the external environment and is not subject to variation in the short term (although long-term
change may be feasible). The Concession Complexity Model has been developed within the
internal and external confirms of this Concession Conceptual Framework. The application of
the Concession Complexity Model assists in the determination of the appropriate approach to
the initiation and management of individual concessions and, more importantly, identifies
approaches which would not be appropriate. The Concession Selection and Management

Process outlines the important steps in the development, awarding and operation of

concessions.
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At the conclusion of this research project it is appropriate to consider the outcomes of the
research along with possible future refinements. This has been completed in the following
chapter, commencing with Section 8.1 which considers the outcome of the research from the
view of answering the primary research question (as initially detailed in Chapter 1) along with
the articulation of the final CBM for Victoria (being the primary output from the research)
and the possible inhibitors to the conduct of commercial activities in Victoria’s national parks.
Section 8.2 outlines the potential applicability of the Victorian CBM to other national park
jurisdictions in Australia, while Section 8.3 re-iterates restrictions on the areas of application
of the CBM. Finally, Section 8.4 outlines areas identified during the conduct of this research

which require further examination, but which are outside the scope of this research project.

8.1 Summary of Research Findings

8.1.1 The Research Questions

The initial intent of this research was to examine the currently available business models for
undertaking tourism and support service based commercial activities in Victoria’s national
parks and, based on this, to develop a commercial business model for conducting commercial
activities in national parks which also protects the natural values of the national park. This
CBM was to provide the basis for the structuring of commercial activities in national parks in
Victoria, be applicable across a broad range of business activities, legal structures and legal
agreements that are associated with commercial activities in national parks, provide a basis
for ensuring natural values (encompassing the protection of natural flora and fauna species)
are maintained, and take into consideration the needs of all the stakeholders (i.e. the private
sector capital return requirement, the need for funding for park maintenance, the need for
accessibility etc). Based on these objectives, the primary research question to be answered

was:

What are the current business models for providing tourism and support service
based commercial activities in national parks, what aspects of these approaches

would be regarded as best practice and how effective are they in meeting the

visitor service and natural value protection needs of the parks managers?
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This question can be split into three core areas which required attention being:

= Identification of the current business models for providing tourism and support service
based commercial activities in national parks.

= Identification of the aspects of these approaches which would be regarded as best practice.

= Consideration of how effective the current models are in meeting the visitor service and

natural value protection needs of the parks managers.

The results of the research in answering these three aspects of the primary research question

follows.

Aspect 1: Identification of the current business models for providing tourism and

support service based commercial activities in national parks.

Chapter 4 examined the business models used in Victoria (and to some extent Australia) along
with a number of other countries (Canada, USA, New Zealand and South Africa) and
identified a number of consistencies in approach along with some differences. In all cases,
use of commercial operators for the conduct of commercial activities was being encouraged as
the preferred approach to providing visitor services and core visitor infrastructure while also

providing an important additional revenue stream to the park manager.

The basis behind all the models was the use of the concession arrangement and, in particular,

the segregation between:

- asimple concession (often called a licence or permit) for basic services (eg guided tours)
with this agreement requiring minimal financial investment by the operator and being for
a short period, and

- acomplex concession (often called a lease) for the provision of a range of services (e.g.
accommodation facilities with food services) with this agreement requiring significant

financial investment along with business acumen and being for a longer period of time.

However, the research into current practices also identified that there was no clear and
detailed articulation of a CBM. While research had been completed into the development of a
CBM, the research suffered from a number of potential deficiencies — the models developed
did not encompass the complete concession process, did not provide sufficient detail to be

useful (to the potential user) and/or did not consider the requirements of all participants in the
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concession process. It was clear, from this research, that there was a need for the
development of a comprehensive independent CBM of sufficient detail to be useful to the

Victorian park manager.

Aspect 2: Identification of the aspects of these approaches which would be regarded

as best practice.

The review of the existing international commercial business models, along with the
evaluation of the specific application of the Victorian model, identified a number of areas
which were consistently used by all jurisdictions examined and which could, therefore, be
regarded as best practice while also highlighting potential areas of poor practice. This

comparison of commercial business models identified that:

e While there were similarities in the statutory mandate - all park managers examined were
mandated to provide for enjoyment of the national parks while leaving them in an
unimpaired condition — there were also significant differences in the emphasis between
visitor services and preservation. Park managers with a conservation focus attempted to
restrict a number of commercial activities, while the commercially focussed park
managers continued to permit a number of potentially environmentally damaging
commercial activities. Irrespective of this philosophical difference, all park managers
were committed to the use of concession arrangements for the provision of visitor
services.

e Key areas of comparable practice across the park managers examined were:

o The use of simple and complex concessions.

o The use of fixed contractual arrangements for simple concessions with complex
concessions, while still being based on a standard contractual form, also having a
number of aspects subject to negotiation.

o Concession management and procurement for complex concessions was, in all
cases, managed by a specialist (central) unit with access to commercial (but not
necessarily environmental) expertise.

o All park managers operated a process for complex concessions which was

transparent and focused on maximising the competitive environment.
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o The use by virtually all park managers of a developed concession evaluation

criteria for application across all concession, with this criteria amended to meet the
needs of specific concessions.
The use of a fixed price charging regime for simple concessions, with complex

concession pricing being subject to negotiation.

e There were also identified a number of areas of significant variation in the approaches

adopted by park managers. In particular:

o Significant differences in the period of concession tenure existed ranging from one

year up to 50 or more years.

The approach to the pricing of concession services to the consumer varied, with
visitor service pricing responsibility being retained by the park manager in some
cases while in others full responsibility was handed to the concession operator.

A key difference was the approaches taken to the use of revenue earned by the
park manager from commercial activities occurred. In the USA proceeds were
distributed to the individual park and the park management agency based on a pre-
determined formula whereas in Victoria proceeds are predominantly directed to

State consolidated revenue.

Based on the output from this review of existing commercial business models used, along

with the park manager and commercial operator interviews and the review of a number of

existing concession agreements, a number of key themes and issues were identified, evaluated

and incorporated into the final CBM (with these effectively representing identified areas of

best practice). The more important areas identified were:

e Philosophical position

>

The need to establish a co-operative partnership based trust between the parties (rather
than an adversarial approach).
The need to apply transparent procedures while minimising the extent of bureaucratic

process.

e (Concession structures

>

Provision of concession structures and agreements appropriate for the type of service
being provided.
Using simple concessions (or licences) for the provision of basic services and complex

concession agreements (or leases) for more complex service requirements.
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>

Clearly relating the concession tenure period to the investment requirements of the
concession including considering the life of any assets utilised along with the period
required for the commercial operator to achieve an adequate financial return.
Providing concession arrangements which support the sourcing of appropriate lending

facilities by the commercial operator.

e Commercial requirements

>

Determining a lease payment mechanism and financial requirement that is a fair
reflection of the obligations of the commercial operator along with a fair return to the
park manager.

Using appropriate business value approaches to determine lease payments and
structures rather than property value approaches.

Including in concession agreements requirements which promote innovation by the
commercial operator and allows for commercial flexibility.

Ensuring that the commercial operators have the necessary experience and financial
resources required to provide the concession services along with an appropriate
affinity to the important of maintaining natural values and environmental protection.
Ensuring the agreement has sufficient flexibility to enable future variations (as

required).

e Environmental requirements

>

Including in concession agreements clear and comprehensive requirements which
focus on achieving the desired environmental outcomes.

Using a combination of specified natural value protection requirements along with
performance incentives in the implementation of the environmental objectives of
concession agreements.

Ensuring the environmental requirements has sufficient flexibility to enable then to be

amended in the future (if required).

e Operational arrangements

>

Establishing clear communication procedures between the park manager and the
operator involving all relevant levels of park management.

Involving the commercial operator in the on-going planning for the individual national
park.

Adopting co-operative marketing programs, including the development of joint

marketing strategies, to enhance the visitation and development of the national parks.

e Park management agencies
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> Committing appropriate resources to developing potential products to ensure the
offering is of sufficient substance to be attractive to the private sector.
> Ensuring that the parties involved in establishing a concession have the required

business acumen and conservation values to constructively facilitate the negotiations.

During the completion of the research required to develop the CBM a number of external
environmental trends were identified which may impact on future commercial relationships,

these being:

the growing use of land adjacent to national parks for the establishment of commercial

ventures (including some which impinge into the national park itself)

- the growth in the number of private sector owned conservation reserves, normally by not-
for-profit organisations with an environmental protection focus

- the use of conservation agreements or covenants to promote ethical land management in
the private sector, and

- the increasing involvement of indigenous communities in the operations of national parks

(including the provision of commercial services).

The implications of these initiatives are potentially significant for the provision of commercial
services in the future and any commercial business model needs to be sufficiently flexible to
allow for these future changes. In particular:

e Park managers need to ensure that they include indigenous communities and organisations
in the planning, development and delivery of commercial services in the future.

e The various levels of Government should consider the need to establish appropriate
property rights and procedures for the sale and management of conservation reserves with
appropriate environmental covenants.

e Park managers need to consider appropriate protocols for expanding commercial
arrangements to encourage private sector involvement in conservation where benefits are
also enjoyed by the community.

e Maintaining conservation values should be expanded into a greater shared public-private
sector role incorporating the use of private conservation reserves for conservation
protection.

e The increasing use of park boundaries will place pressure on government to establish
compatible zoning on the edges of parks while also placing pressure on park managers to

expand their areas of influence.
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While important, the majority of these implications extend beyond the structure of a CBM

into the delivery of the core activities of park managers.

Aspect 3: Consideration of how effective the current models are in meeting the

visitor service and natural value protection needs of the parks managers.

The important conservation values of national parks were considered in Section 2.3 (The

Environmental Importance of National Parks) of Chapter 2 while Section 2.2 considered the

value drivers of national parks. The natural values of importance which warrant protection

included:

- protection of the natural habitat, including flora and fauna protection where national parks
are the domain for a large number of protected and endangered species

- provision of support for the maintenance of biodiversity

- maintenance of air and water quality (with national parks providing important water
catchments’ areas

- environmental education, and

- continuation of sustainable business practices.

Many of these natural values can be impacted by commercial activities in national parks (e.g.
impacts of visitor trampling of flora, use of incorrect chemicals, feeding of fauna, cutting of

trees for firewood, use on non-bio-degradable products etc).

The current (global) approach of park managers in meeting these natural value protection
needs, when providing commercial services in national parks, is one based on a regulatory
approach where concession agreement include specific environmental requirements. For
simple concessions these tend to be based on a defined set of parameters. Environmental
requirements for complex concessions are established on a case-by-case basis, with the
resulting outcome being the establishment of minimal requirements. This approach is
inadequate as it provides the commercial operator with significant freedom which, in some

situations, has resulted in inappropriate environmental practices.

This concession agreement based approach focuses on the delivery of minimum standards

rather than best practice. Protection of the natural values in national parks would best be
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served by the use of a combination of approaches - market incentives, concession based

controls and education.

The completion of the research required to answer this primary research question, along with
the analysis of the results of this research, provided the basis for the development of the final

CBM.

8.1.2 The Commercial Business Model

Based on the research completed a proposed CBM for undertaking commercial activities in
Victoria’s national parks has been developed, with the final model being detailed in Appendix
8. This model has been developed for use by park managers in their on-going relationships
with concessionaires, but the model does present both the park manager and the commercial

operator with some significant challenges.

In particular, the application of the model requires both parties to adopt a set of Value
Statements which will have a significant impact on the nature of the public-private sector
relationship going forward. These Value Statements provide the philosophical underpinning
of the total CBM, and include the requirement for the parties to operate in a true atmosphere

of trust and partnership — a philosophical position that has not existing in the past.

The remaining three components of the CBM — the Concession Conceptual Framework, the
Concession Complexity Model and the Concession Selection and Management Process —
provide the core components for the structuring and operation of the relationship over the
lifecycle of a concession agreement. Importantly, the CBM will assist the park manager to
allocate the appropriate resources to the development of the concession offering and the
appointment of the commercial operator while also assisting in the identification of a
commercial operator which is capable of meeting the service needs of the concession. This
guidance will improve the efficiency of the park manager, improve the level (and cost) of the
service being offered to the national park visitor and reduce the level of conflict between the
park manager and the commercial operator (while also assisting in the protection of the
natural values of the impacted national park). This assistance to the park manager will also
have flow-on benefits to the commercial operator through an improved business relationship

with the park manager along with (hopefully) an enhanced financial return.
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The application of these components also places substantial challenges on all parties. To be
successful there is a need for a significant improved in the commercial skills of the park
managers. The commercial operators, similarly, need to develop a better understanding of the
conservation requirements of the park managers along with an improved appreciation of the
structural constraints under which the park managers are required to operate. Importantly, the
communication level and open exchange of information between the park manager and the
commercial operator needs to improve significant in both frequency and scope for the

commercial businesses to operate effectively.

8.1.3 Other Constraints on Commercial Activities

In developing the CBM one of the initial requirements was to establish the conceptual
framework and environment around which it was necessary to complete the commercial
activities. This framework (which is represented by the Concession Conceptual Framework
component of the total CBM) represents, in a number of situations, constraints around which
the model has been structured. In the short to medium term these are factors which are not
subject to change and, therefore, it has been necessary to develop the model around these

factors.

However, the research completed identified a number of these constraints which may be
inhibitors to the completion of commercial activities in national parks and which need to be

re-evaluated in the medium to long-term. Areas for consideration for change are:

e Distribution of commercial revenues earned — under current arrangements revenues
earned by Parks Victoria are, in the majority of situations, returned to general revenue for
the State rather than being directly available to Parks Victoria. There is a strong argument
that these funds should be available to the parks management agency for use in the
management and maintenance of the parks.

e (Concession periods — legislation restricts licence periods to no more than 3 years with
leases having a maximum of up to 21 years. Such constraints are restrictive, particularly
for complex concessions requiring major investment by the commercial operator in assets
with a life significantly in excess of 21 years. An extension to this restrictive requirement

may encourage further private sector investment.
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e Ministerial approval — Under current processes leases in national parks are subject to
Ministerial approval, which introduces the increased potential for political interference in

the awarding of a concession agreement while also extending the approval time required.

8.2 Ability to Transfer the CBM to Other Park Jurisdictions

The CBM developed in this research has been orientated towards Victoria’s national parks
based on experiences within the Victorian environment and, therefore, has a number of
specific requirements and processes which are directed towards satisfaction of specific
legislative requirements. As such, specific aspects of the CBM are not directly transferable to
other jurisdictions or to other forms of land based recreational activities (and particularly the
Concession Conceptual Framework, and the Concession Selection and Management Process

components).

However, the CBM does provide the basis for the development of comparable models for
application in other jurisdictions. In particularly, the structure of the four key components of
the model (the Values Statement, the Concession Conceptual Framework, the Concession
Complexity Model and the Concession Selection and Management Process) provide the basis

for the development of individual CBMs for other jurisdictions.

In Section 8.4 one of the areas identified for further research is the need to establish a uniform
approach across Australia for the management of commercial concessions. There are high
degrees of similarity between all national parks across Australia (e.g. natural value protection
requirements, increasing visitor numbers (both national and international), visitor
requirements, needs for core visitor infrastructure etc). The concept of State boundaries, for
national parks and the role in the Australian community, represents an artificial construct
which constrains accessibility and development. The potential to use this CBM for the
establishment of a uniform approach across Australia for the management of commercial

concessions is significant.

8.3 Other Limitations on Research Applications

Section 8.2 considers the application of the CBM across national parks in the States of
Australia. There are also other jurisdictional differences which result in similar restrictions.
In particular, the CBM developed is for application within national parks in Victoria. The
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park manager of Victoria’s national parks also has responsibility for the management of other
types of reserved land (such as State parks. As the management of national parks is
controlled by a different legislative framework to other reserved land with there being
significant differences between the two legislative frameworks, the CBM developed by this
research cannot be applied to other reserved land in Victoria (although again, the principles

are relevant across all types of reserved land).

There are also significant differences in the requirements for managing a land based national
park as opposed to a marine park (e.g. type of natural values, approach to controlling public
access, scope for the provision of private sector services etc). Therefore, the scope of this
research project has also been contained within the parameters of land based national parks.
Again, a significant number of the principles established are transferable to the management

of marine parks.

8.4 Areas for Future Research

As with any substantive research project, the work completed in many ways raises as many
questions as it answers. In particular, the research completed has identified a number of areas
which would benefit from the completion of additional research. These represent areas
which, while outside the scope of this research, would provide additional valuable
information and/or would further assist in the efficient conduct of commercial activities in
national parks. Detailed below are a number of areas identified during this project which

would be appropriate for further research.

= Development of a uniform approach across Australia — this research has focused on the
development of a model applicable to Victoria. However, there is clearly a need to
complete comparable research to develop a uniform commercial business model for the
granting and controlling of concessions for application across all of Australia. Such a
model has the potential to increase the services available to visitors, to reduce concession
management costs (for the commercial operator and the park manager) and to improve the

infrastructure in national parks.

= [nvolvement of other Government Agencies — Commercial operators expressed concern

over the number of other Government agencies they were required to communicate with
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in establishing a commercial venture (in addition to Parks Victoria), with one operator
indicating there were 39 separate direct or indirect Government agencies they needed to
meet with and/or gain approvals. The agencies cover such diverse areas as building
approvals, environmental planning agencies, food standards agencies, consumer affairs
agencies, various accreditation agencies etc. While the ‘cost of red tape’ is a regular
refrain of business, it is also an area which may benefit from further research to determine
an approach of rationalisation which may benefit the commercial operator and the park

manager.

= Visitation research — The objective of providing commercial facilities in national parks is
to enable the satisfaction of the needs of the visitor. However, the extent of information
on the number of visitors to national parks, the demographics of the visitor and the needs
(current and future) of these visitors is restricted. While some information is available at
an individual State level, this information is not sufficiently detailed and is not

consistently sourced across Australia.

= Encouraging best environmental practice — the guidelines and frameworks for
encouraging positive environmental practices (by both visitors and commercial managers)
is currently inadequate. The current approach is the use of legislative requirements with
little consideration given to the effectiveness of other methods, such as positive
incentives. Research directed towards the establishment of Australia-wide guidelines
encouraging the protection of natural values would be of significant benefit. These
guidelines, which may be a combination of legislative requirements and performance
incentives, would assist in the establishment of the environmental objectives of

concession agreements.

= [Integration of private reserves with public national parks — In other countries, particularly
South Africa, private wildlife parks have become as important in conservation protection
as public national parks. In Australia the number and range of private conservation
reserves is continuing to increase. While the operators of these reserves are competitors to
national parks they are also focussed on the continued conservation of flora and fauna
species and land forms. Research into approaches to enable the private conservation
reserves and park management agencies to operate in cooperation would benefit both

parties.
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The final area for future research relates to the application of this CBM. While the model has
been developed based on the currently known facts and perceptions, these are subject to
regular change and variation as is the basic conceptual framework. It is recommended that, at
some time in the future, the application of this Commercial Business model (or any variation
thereon) be subject to further review. This review process is necessary to ensure that the

model is effective in its application and to identify any further refinements required.

8.5 Conclusions

This research reports on an investigation into the current business models for providing
tourism and support service based commercial activities in national parks and recommends a
future CBM for the undertaking of these activities. The investigation included an
examination of current practices based on a consideration of legislative requirements, current
Victorian, national and international practices and the identified experience of existing
commercial operators and park managers. It also included the identification of the natural
values which are considered as being of importance in national parks along with the extent to
which the conduct of commercial activities in Victoria’s national parks considers the

protection of these natural values.

The results reported show that the current approaches used by the Victorian park manager are
not well structured with a number of inherent inefficiencies. While there is a defined process
for the establishment and conduct of commercial activities, the processes are not consistently
applied and do not support efficient service provision. The approach of the park manager
does not encourage the expanded use of the private sector for providing services in national
parks or the establishment of an efficient partnership relationship with commercial operators.
There is a lack of coordination between the activities and objectives of the park manager and
the commercial operator resulting in conflict, inefficient and potentially costly service
provision and ultimately the potential for financial failure. The current approach also places
minimal emphasis on the identification and monitoring of the actions required by the

commercial operator to protect the natural values of these national parks.

A recommended future CBM has then been developed which addresses the identified

inadequacies of the current approaches. The resulting commercial business model provides
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park managers with a framework for identification and structuring of commercial business
activities, practical guidance on the actions required in the completion of a concession process
and identification of a number of the relevant issues which need to be considered and
addressed in establishing and managing a national park concession. The application of this
CBM will also contribute to an improved appreciation of the importance of understanding and

fostering a positive cooperative relationship between the park manager and the commercial

operator.
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ACT Australian Capital Territory
Australian and New Zealand Environment and Conservation
ANZECC .
Council
AOE Agency operated enterprises — commercial operations operated
]
by the park management agency.
Biogeographical regions, or bioregions, describe areas that have
Bioregions o ) o
broadly similar ecological characteristics across the landscape.
Build Own Operate and Build Own Operate Transfer schemes,
BOOs and BOOTs being two types of a type of approaches for funding and
conducting projects involving the public and private sectors.
CAPAD Collaborative Australian Protected Areas Database
CBM Commercial Business Model

Concession Unit,
Central Concession

Unit or Commercial

The unit or division within the park management agency

responsible for the management of concessions.

Division
Pl Consumer Price Index, a measure of the inflation rate in
Australia.
Canada Parks Service or Parks Canada Agency, the national
CPS or PCA '
park management agency in Canada.
CSR Corporate social responsibility
DITR Department of Industry Tourism and Resources, a department of
the Government of the Commonwealth of Australia.
Department of Conservation, the department of the Government
DOC of New Zealand responsible for the management of New
Zealand’s national parks.
DOI Department of the Interior, the department of the Government of
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the USA which is responsible for the National Park Service.

DSE

Department of Sustainability and Environment, the department
of the Government of the State of Victoria with oversight

responsibility for the parks management agency, Parks Victoria.

Ecotourism

Ecotourism in nature-based tourism that involves education and
interpretation of the natural environment and is managed to be
ecologically sustainable. Ecotourism is a subset of nature-based

tourism (Commonwealth Department of Tourism 1994).

EOI

Expression of Interest, a part of the tender process where
potential operators submit expressions of interest in the
provision of the requested service. From the EOI process, a
short list of potential suppliers is determined who are then asked

to submit an RFT.

LTos

Licensed Tour Operators, being commercial operators licensed

to provide a tourism service in a national park in Victoria.

IUCN

International Union for the Conservation of Nature

Key performance indicator

National Park

Natural area of land and/or sea, designated to (a) protect the
ecological integrity of one or more ecosystems for present and
future generations, (b) exclude exploitation or occupation
inimical to the purposes of designation of the area and (c)
provide a foundation for spiritual, scientific, educational,
recreational and visitor opportunities, all of which must be

environmentally and culturally compatible (IUCN 1994).

NFP

Not for Profit organisation, private sector organisations with
social focus (rather than a profit motive). All profits are used to
further the social objectives of the entity (e.g. environmental

protection).

NH&MRC

National Health and Medical Research Committee

NPS

National Park Service, the park management agency in the USA.

p.a.

per annum
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PoM

Plan of Management — referring to the plans of management that

are prepared for national parks and other protected areas.

PPPs or PFIs

Public Private Partnerships or Public Financing Instruments —
being a type of approach for funding and conducting projects

involving the public and private sectors.

Ramsar

Convention on Wetlands, signed in Ramsar, Iran, in 1971 is an
intergovernmental treaty which provides the framework for
national action and international cooperation for conservation
and wise use of wetlands and their resources. There are presently
136 Contracting Parties to the convention with 1283 wetland
sites totalling 108.7 million hectares designated for inclusion on

the Ramsar List of Wetlands of International Importance.

Request for Tender, a process where potential suppliers are

requested to submit applications for the provision of a service.

SANPT

South Africa National Parks Trust

USA

United States of America
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Appendix 1 — Environmental Values of Victoria’s Park System




Environmental Values of Victoria’s Park System

Parks Victoria has completed an extensive evaluation of the total Victorian park system, with
the outcome being the State of the Parks 2000 (Parks Victoria 2000), which for the first time
presents a consolidated picture of the environmental values protected in Victoria’s parks and

reserves. A summary of the key findings from this report follows.

Bioregions and Vegetation
e Parks and reserves play a key role in protecting biodiversity in all 22 of Victoria’s
bioregions'" (which form part of the national bioregional framework for terrestrial and
marine environments).
e Victoria has a wide range of vegetation communities that reflect the extensive variation in
climate, soils and topography across the State.
e Indigenous vegetation communities support not only the unique range of flora found in
parks and reserves but also provide critical habitat for native fauna.
e Significant depletion of vegetation types has occurred in Victoria and the Victorian parks
system play an important role in rectifying this:
o Seven of Victoria’s 28 vegetation types have been substantially reduced in area
since 1750.
o These most depleted vegetation types are protected in 170 different parks and
reserves.
o The parks and reserves in Victoria conserve between 7% and 41% of what
remains of these vegetation types.
o Parks and reserves protect about 39% of all of the indigenous vegetation that
remains in Victoria. All of the 28 indigenous vegetation types are represented

in the parks and reserve system.

Flora and Fauna Protection and Diversity
Victoria’s parks and reserves play a major role in protection our indigenous flora and fauna,

as is demonstrated by the table below.

' Biogeographical regions, or bioregions, describe areas that have broadly similar ecological characteristics
across the landscape.
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Flora and Fauna Protection in Victoria’s Parks

e e

Indigenous species protected in parks and reserves:

- number of species >3,600 >800
- % of total in Victoria 91% 62%
Number of species protected which are found:

- nowhere else in the world 44 12
- nowhere else in Victoria 63

Overall extent of protection of species 81% 82%
Number of threatened indigenous species in Victoria: 1,652 253
- number of these protected in parks and reserves 1,108 231
- number of these protected which only occur in 465

national parks

(A threatened species is at risk of extinction)

Visitor Impacts

As noted by Parks Victoria in completing this research, there is a major lack of research into

the actual impacts of visitors on the natural values of parks (see Parks Victoria 2000, p.74).

Therefore, the research completed provides one of the first guides in Australia to the potential

environmental damage being caused (or which may potentially occur in the future) as a result

of visitor impacts. This research indicates that:

e The majority of the 28 million visitor-days in parks are concentrated in less than 30 parks
(meaning that, in general visitor impacts are highly localised).

e Trampling of vegetation and some disturbance of wildlife occur at high-use visitor nodes
in 20 of Victoria’s most popular parks, with 13 of these being national parks. (High-use
nodes experience large numbers of annual visitors, mostly up to 50,000.)

e A total of 162 high use visitor and transit nodes (96 visitor and 66 transit) have been
identified with:

o evidence of impacts such as trampling, compaction of root systems and removal of
trees or limbs for firewood being recorded at 105 of the nodes, and

o there being some evidence of impact on threatened species in 57 of the 162 high
use nodes.

e Ofthe 96 high-use visitor nodes:

o 59 occur in national parks
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o 40 of the 54 high-use visitor nodes with visitation greater than 25,000 per annum
occur in the 13 national parks, and
o ofthe 32 recreational activities investigated, 26 were considered to have actual or

potential impacts on threatened species in at least one location.

(All information in this appendix has been sourced from State of the Parks 2000 (Parks
Victoria 2000).)
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Licensed Activity Summary (in 2003)

No. of operators No. of licensed recreation Locations

Activity licensed for activity opportunities Offered
Abseiling 37 186 47
Ballooning 1 3 3
Bicycle Touring 16 45 42
Birdwatching 34 170 98
Boat Tours: Motorised 12 18 13
Boat Tours: Non-motorised 3 4 4
Bushwalking 113 792 212
Camel Riding 1 1 1
Canoeing / Kayaking 42 243 95
Car / Limousine Tours 2 16 11
Caving 15 37 16
Coach/Bus Tours 62 350 114
Diving 4 5 4
Dolphin Tours 1 1 2
Fishing 13 63 34
Fossicking/Prospecting 6 18 14
Four Wheel Drive Tours 45 299 126
HangGliding 1 1 1
Heritage Tours 3 5 5
Horse Riding 18 35 30
Horse-Drawn Wagon Tours 2 9 9
Mountain Bike Riding 39 152 79
Rafting 31 176 63
Rock Climbing 37 176 43
Sea Kayaking 11 34 19
Ski Touring 19 39 17
Snow Shoe Tours 7 12 4
Spotlight Tours / Nightwalks 21 87 64
Surfing/Surf Education 9 16 6
Trail Bike Tours 7 34 18
612 3,027

Source: Information supplied by Parks Victoria.

NOTE: As a point of comparison, approximately 3000 licences and permits have been issued to
commercial tourism operators by parks agencies authorising them to operate their businesses in
Australian National Parks (TTF Australia 2004, p.9).
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Victorian Concession Activities, Types and Tenure

ACTIVITY

Leases

Licences

Accommodation/Chalet/Lodge 21 +
Arboretum Management 3

Campground 7-21 +
Caravan Park 7-21 +
Cave Complex/Tours 7 +
Commercial Vehicle Tour Operations 3

Community Building/Facility 5+5+5

Dog Training 3

Ferry Services 5

Go Kart Track 8

Golf Courses 10-21

Golf Driving Range Monthly - 21

Guided Tours — Boat, Bushwalking, Abseiling 3 +
Hot Air Ballooning 1-3
Hotel/Tavern 21

Interpretive Centre 3-21 +
Kiosk 3-21 3-10

Kiosk - Mobile 1-3

Lighthouse 21

Nightclub 21

Nurseries 3-10

Outdoor Cinema 7

Recreation/Sporting Club 21

Recreational Equipment Hire — Boats, Bicycles 3

Residential Lease 1-3

Research 1-21

Restaurant/Food Services 21 + +
Retail Shop/General Store/Merchandising 10 1-3 +
Transport Operations 3 +

Length of tenure identified for concessions is that which is currently used and is represented in years
(eg. 1). Where a renewal term was identified for a concession it is shown as, for example, 1+1.
Activities also completed as an Agency Operated Enterprise are indicated as =.

Note — Schedule includes agreements in all parks in Victoria and, therefore, the length of tenure is, in
some cases, greater than that permitted in national parks.

Source: Reconfiguration of data from Appendix D of Parks and Wildlife Commission, Northern
Territory (1999), Commercial Management Processes in the Delivery of Park Services, a report to the
ANZECC Working Group on National Park and Protected Area Management, with some data updated
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Appendix 4 — Park Manager Interview Outline

1. National Park and its Manager

- Features of National Park
and its” manager

Services provided along with the financial requirements (eg

entry fees)

Extent of National Park management presence
Structure of NP management
Role of NP Players in commercial operations
- tendering
- contract negotiation

- contract management

Relationship of NP manager with policy setting

2. National Park Objectives and the Role of the Operators

National Park Objective and
Roles

Objectives of the National Park

Role of the commercial operator in achieving objectives

Objective of the Commercial operator
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3. Approach to Service Provision and Range of Services

Service Provision Approach for determining services to be provided by the private
sector

Services provided in the Park

Extent of integration of services with other activities in the park
and the surrounding region

No of commercial services

No of commercial operators — monopolistic, multiple service
providers etc

Public sector requirements Specification of public sector requirement
and role
Involvement of public sector in operations

Financial commitment of public sector

Private sector Specification of private sector requirement
requirements and role
Involvement of private sector in operations

Financial commitment of private sector

Nature/structure of relationship with park manager

4. Selection of Commercial Operators

Park manager selection Approach to development of project brief
process and criteria
Advertising process/approach
Selection/tender process used

Evaluation criteria used

Response rate

Commercial operator Source of opportunity identification
approach to responding
Approach to deciding whether to respond

Satisfaction of information requirements
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5. Agreement Structure and Period

Agreement General perception of the legal agreement
Agreement structure Type of agreement structure used

— lease,

— licence

— alien tenure
—  concession etc

Key features of the agreement

Agreement period Time period of initial agreement
Extension options

Termination options

6. Incentive Arrangements

Incentive structures Approach to encouraging/enforcing environmental and
commercial objectives;

- voluntary

- price based

- regulatory
- property right based

Incentive structures other than financial

View of effectiveness of alternative approaches

INCENTIVE STRUCTURES USED AND THEIR EFFECTIVENESS

Incentive Structure Specific Arrangements

Price based Charges, levies and fees

Performance bonds

Performance penalties

Performance incentives

Pricing controls

Conditional grants and payments

Voluntary Accreditation processes
Voluntary code of performance

Regulatory Land use restrictions
Performance requirements
Regulatory framework

Property right based Exclusive access rights

Service/right transferability

Ownership covenants

Asset ownership rights
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7. Operator Ownership and Structure

Ownership

Structure of commercial operator ownership
Large versus small organisations

Private versus not-for-profit organisation
Financial commitment of owners

- initial
- on-going

8. Management Structure and Arrangements

Management structure

Approach to management of the organisation
Integration with management of the total park.
Specification of minimum governance requirements

Preferred management approach

9. Stakeholder Management and Social Responsibility

Stakeholder relationships

Identification of key stakeholders

Nature of relationship with other stakeholders
Scope of influence

Social responsibility

Role of organisation in the community

Acceptance (and reporting) of social responsibility

Environmental affinity

Previous record of environmental management

Attitude of management to natural values

Role of service provider in environmental management in the
park

External environment

Identification of external environmental factors
Relevance of external environment factors

Activities outside the park boundaries
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10. Performance Reporting and Control

Control and reporting
mechanisms

Reporting requirements included in contractual relationship
covering:
- financial reporting
- social reporting
- environmental reporting
Informal reporting requirements
Feedback processes

Identification of KPIs

Reporting processes and frequency

11. Lessons from Past Experiences

12. Future Trends/Requirements of Service Provision
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Review of Concession Agreement Files
Summary of Review Results

Information Sources

The files were all reviewed at the premises of Parks Victoria over
three separate days, with all accessible information being made
available.

For some of the concessions, the files did not contain all the
necessary information. Therefore, the information used for the
completion of the concession review was supplemented by
discussions with the Concession Manager along with a search and
review of secondary information sources (such as newspaper and
journal articles).

Overall Success Rating of Concessions
To facilitate the analysis of the results, an assessment of the

relative success of each of the concessions has been completed,
with the concession being classified based on the following:

Successful \ |

Satisfactory | |

Unsuccessful | |

Financial Failure ‘ ‘

The classification has been based on a review of a number of key
factors, being;

Perceived satisfactory service delivery

Length of time of establishment process

Satisfaction of financial obligations

Perceived satisfaction of environmental requirements

Extent of disputation evident between the park manager and the
commercial operator

Perceived cooperative nature of the relationship between the
commercial operator and other stakeholders.

Recording of Information on Summary Schedules

Summary schedules have been prepared based on the key groupings
of themes used in the conduct of the Park manager interviews (refer
Appendix 4), updated for the outcomes of the park manager
interview process.

Where the information was not available, there has been no entry
recorded in the summary schedule.

If a particular area was not applicable for the specific concession,

N/A is recorded.
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Summary of Review Results

Activity Area: Areas of Service Provision
g g g S C ts/Identified Trends
- - ® = o S g v . g ummary Comments
S & = s 4 k= S » 3
E s E 5 % Egis £ E Ep f I-ENM leted covered a wid f service offerings i
= 22 = g S ES sv RN "R -y Thc review comp eted covered a wide range of service offerings in
g o2 g 8 R “E s R E = - TRl different environments, from the individual offering to a
£ 2 2 g 3 g =5 5% 5 2 25 z E:Z2ESIESETate
S £# 5 2 5§ s 38 ¥ F g9 E EC
< & g § s 2 o % <= 7 = Each concession was providing the services detailed within one
= > = national park, as the park manager does not issue concession
A | Lease Y Y Y Y Y Y % agreements covering more than one park.
B | Lease Y Y Y Y
C | Lease Y Y Y Types of Services Offered
D | Lease Y [ Y Y Yy | Y Y Y | |
E | Lease Y Y Y Y 0%
F [ Lease Y Y[ Y[ Y[ Y [Y[Y]Y Y o0
G | Lease Y Y[ Y| Y |[Y |Y|[Y|]Y]|]Y]|Y ook
H | Lease Y Y Y 40:/°
I | Lease Y Y [ Y Y Y [ Y o
J Lease Y Y
10%
0% 1
S e R A I 1 0 ] e
L | Permit Y | Y Es © g 25 5 £ £ 3% ¢ o8f g
M [Permit | Y | Y Y | Y g" F - - s S
N | Permit Y = : 2 3
O | Permit Y
P Permit Y Y Y Y Y Y
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Summary of Review Results

Activity Area:

Key

Attribute

Needs Identification and Specification

Approach for determining
services to be provided by
the private sector

Extent of integration of
services with other activities
in the park and the
surrounding region

No of commercial operators —
monopolistic, multiple service
providers etc

Summary Comments/Identified Trends

A | Lease Developed by Central Unit None identified Monopoly = ) st G
extension to other areas
B | Lease Redevelopment opportunity | Partial integration Monopoly
. Facility is beside the NP so
C | Lease Redevelopment opportunity i e F o sion Monopoly
D | Lease Developed by Central Unit Lea;e 1 For e g of Monopoly
services
E | Lease Opportun}ty identified by Not integrated szl
commercial operator
F | Lease Developed by Central Unit Not integrated Monopoly
G | Lease Developed by Central Unit Not integrated Monopoly
Represents the primary asset
. in the site, but not integrated
H | Lease Developed by Central Unit ot s oo il Monopoly
park
Developed by Central Unit, | Needed to be fully integrated.
I | Lease w1t.h further expansion by Oper.ator 1S primary service Mgzl
ultimate commercial provider.
operator (D)
Represents the primary asset
. in the site, but not integrated
J | Lease Developed by Central Unit ot s e sl Monopoly
park
K | Contract | Re-tender of existing service | Not integrated | Monopoly |
. Devleloped using ol No integration included in
L | Permit advisor service by local park ; Monopoly
requirements
manager
M | Permit Developed by local park No 1ptegrat10n included in ignapaly
manager requirements
NL P, 14 Tnitigtad b + Ne-int 41 oga daanli A 2o Moneonali—for-nart—in 143 an
N o’ atratca o UPUI ator INUO llltbslal«l\lll jisivigeivivienuing 1V1U11\}P\}1_y TOT l,lcl.l L, jusy UUIIIPULILIUII
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Key trends evident are:

- There is minimal extensive consideration given to
the identification and development of the
opportunity, with this being either at the instigation
of the regional manager, the Central Unit or the
potential commercial operator.

- Minimal consideration is given to the approach to
integration of the concession into the total
operations of the national park.

- For leases, all concessions represent monopoly
business opportunities.

- For the sample of licenses selected the majority are
monopoly opportunities, but this is in part a
reflection of the services provided. Provision of
licenses in other single service areas (e.g. guided
bushwalking) would result in increased competitive
concession operators.

Development of viable concession opportunities appears
to be inhibited by the inherent process (e.g. difficulty in
combining services within or across national parks).

Also, while a process for product development is
established, this process does not appear to be
extensively used (although the process has only recently
been put in place).



Appendix 5 — Review of Concession Agreement Files
Summary of Review Results

Key

Attribute

Approach for determining
services to be provided by

the private sector

Extent of integration of
services with other activities
in the park and the

No of commercial operators —
monopolistic, multiple service
providers etc

surrounding region
requirements with other service providers for
other services
0 | Permit Developed by local park No 1ptegrat10n included in ignapaly
manager requirements
P | Permit Permlt. for existing No integration included in ignapaly
operations requirements

(1) When tendered, operator also wanted to manage an adjacent campground (also under the control of the park
manager). However, this was excluded from this tender, and needed to be considered separately.

In considering product offering noted that the region business manager had completed a specific form for the
proposed concession, which required a consideration of strategic fit, stakeholder management, relevant site
information, a financial and economic analysis, environmental considerations, project risk analysis, product
design and an options analysis. This reinforces that a number of the necessary processes may be in place but
that they are not adequately used and that there does not exist the necessary skills to adequately complete

)

these considerations.
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Summary of Review Results

Activity Area: Park Manager Concession Selection Process and Criteria
K-ey Approach tf’ devel-opment of Advertising Selection/tender process Evaluation Criteria used Approach 'to -
Attribute project brief process/approach used contract negotiation
N - [
= —_ = @ ‘5
Adbvertising Independent ENIER s = 2
Specific Role of park Extend of Individual . EOV/ n ) 2 = g =Y
D medium evaluation =1 = = b ]
Approach manager centralisation approaches RFT s = 5 2 @
used panel £ = s & X
= = 2
= = &
A | Lease il Full EOI
centralised
Advertising Full EOI Normal negotiation
Assisted with . done by . Y process - appears
B | Lease . . Centralised (similar Y |Y N [Y |N .
specification park to RFT) @)) adversarial. Took
manager over 12 months to do
Had a property based
Yes - one valuation done to
Hichl Yes - Yes- independent. ensure get adequate
ce r%tra}llise d appointed extensive Full EOI | Some from return. Negotiation
C | Lease Assisted PP . (similar Central Unit Y [Y |Y (Y |Y |Y | washardbutrealistic
due to past agent advertising . .
to RFT) and chief with park manager
problems .
ranger giving away some
important areas.
Took a year to finalise
D | Lease
Had a property based
E | Lease Minimal role nghly. RFT Valuat}or} Ene,
centralised Negotiation process
took over 2 years
F | Lease Centralised Advertised RFT il ey
process
G | Lease RFT
H | Lease DeYeloped by | Region with RFT
region help of central
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Summary of Review Results

K-ey Approach tf’ devel-opment of Advertising Selection/tender process Evaluation Criteria used Approach 'to -
Attribute project brief process/approach used contract negotiation
N - [
= —_ = @ ‘5
Advertising Independent ENIER s = 2
Specific Role of park Extend of Individual . EOl/ n ) 2 = 2 =Y
e L. medium evaluation =1 = = = ]
Approach manager centralisation approaches RFT s = = 2 @
used panel £ = s & X
= = 2
= = &
Board sub- .
I Lease committee nghly. RFT
centralised
formed
J | Lease Advertised mIEOL
process
Mainly park eSS
< | Continss | memame Assistance pf Advertlsed RFT mgr and two N |y |y Y N |y IN Fl.xe.d arrangerpept —
Central Unit in papers from Central @)) minimal negotiation
developed Unit
Controlled Panel formed
L | Permit Used advise of frorp Central Advertlsed RET Wlth Central vily |y IN IN Y |Y
external Unit in papers Unit and
external
Clear focus on ecotourism and
M | Permit Issue of permit | Minimal enVIrqnmental Value§ 1 gt ey ey
supplied documentation and response
of operator Business Plan
Initiated by Standard permit with
N | Permit operator with Minimal RET specific .re.qulrements
park manager for provision of
assistance defined service
Continuation of
O | Permit park manager | Minimal existing contract, with
renegotiated terms
P | Permit Predominantly | Predominantly
park manager | park manager
€)) Environmental aspects included, but very general in nature.
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Summary of Review Results

Key Approach to development of Advertising Selection/tender process Approach to

Evaluation Criteria used

Attribute project brief process/approach used contract negotiation

Advertising EOU/ Independent

Specific Role of park Extend of Individual . .
medium evaluation

Approach manager centralisation approaches used RFT panel

Management
Financial
Environment
Experience
Risk exposure

Summary Comments/Identified Trends

- The general lack of information suggests that a formal evaluation criterion has not always been used. When an evaluation criterion was identified during the file review, the
identified criteria did not cover all possible areas of consideration.

- The basis for assessing the adequacy of lease payments was predominantly a property based valuation approach.

- Central concession unit was responsible for all leases (with minimal park manager involvement) while permit processes were normally managed by the individual park
manager.

- The lease process tendered to require a significant period of time (over 12 months) to establish with this including a significant negotiation period.
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Summary of Review Results

Activity Area:

Key

Attribute

Specific

Legal Relationship and Agreement

Performance/service
specification

Agreement features

Year

Agreement period

Initial

Extension

Termination

Summary Comments/Identified Trends

Approach established period options options
Has a number of special
Has a number of standard cond1t10n§ to reflect area )
erformance requirements. If - o eleniing oif Vg =i
A | Lease P e vegetation, litter control, | 1993 21 years None non-
turnover below $5million park .
. reporting of performance
manager may terminate . .
environmental incidents
etc
Requirements in regard to Includes specification of
B | Lease property, business operations, precluded activities e.g. 1999 20 years None None noted
maintenance etc gambling
Various requirements including
C | Lease maintenance and service 2004 Syears 5+5+6 None noted
specifications
Requirement to spend specified
D | Lease amounts on marketing (3.5%) 2002 7 years None None noted
and improvements (8%)
details permitted use and normal
rformance info - hrs of Waratell men-
E | Lease periormance mto - ars o 1995 20 years None performance
operation, cleaning, food .
requirements
standards etc
Very prescriptive approach - no g{c?fgijrpfiﬁfﬁ;g;{w
F | Lease of tours, minimum product offer P 4 1997 2] years | None None noted
ec over 6 years based on
operator submission
Includes specific capital
G | Lease R e T 1997 21 years None None noted
over 5 years (based on
operator submission)
H | Lease 1994 5 years e ol None noted
20 years
| Lease 1997 25 years, | None None noted
with
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- The period of the lease varied from 7
to 50 years (with periods in excess of
20 years being permitted for leases
outside of a national park or based on
Ministerial approval).

- Permits were for periods from 1 to 3
years.

- Extension period options were
infrequently used.

- There was minimal consideration of
the basis for termination or the
requirements upon termination.

- While some leases included specific
performance requirements, these were
minimal. Performance reporting
requirements were generally poorly
addressed.

- Special requirements (to meet the
specific needs of a concession) were
not extensively used.

- The agreements included minimal
environmental requirements.
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Summary of Review Results

Key Performance/service Agreement features Agreement period
Attribute specification g P
Specific Year Initial Extension  Termination
Approach established period options options
intent to
go to 50
years
J Lease 1999 21 years None None noted
K | Contract Spegiﬁc ser\{ice requirements for 1998 ) e 1 year Non-
specific service options performance

Very prescriptive covering
L | Permit service standards but little on 2004 2 years None None noted
environmental responsibilities
Very prescriptive covered the
service standards but little on

M | Permit s repeneT s 2001 3 years None None noted

Some specifications and
restrictions (on numbers etc).

. 1997
Some standard environment
restrictions
Specific service offering
O | Permit requirements. No environmental
responsibilities
Specific reporting requirements
P | Permit as a mgt fee approach/role

N | Permit 1 year None None noted

Restricts advertising, no

. . 2001 3 years None None noted
vending machines etc

Has specific addendum to

2004 1 year None None noted
cover a number of areas
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Summary of Review Results

Activity Area: Ownership and Legal Structure
Commercial Financial commitment of owners
Key operator Type of business required
Attribute ownership and —large v small
structure Initial On-going
Has large Summary Comments/Identified Trends
. Small — but ; .
A | Lease Private company experienced and capital works - | As required,
— one shareholder peris $1 mill in first 7 | including capital There appears to be a clear connection between the financial commitment
financially strong . . . .
yrs required, the type of business and the financial success or failure of the
Private Small business Capital works concession.
B | Lease individuals - Local business of $140,000 As required
family involved people required Concessions which require significant financial commitment, either initially or
Mid-size with Substantial on an on-going basis are more likely to be successful when the concession
C | Lease Private company | experience and capital works Continuous funding | operator is a medium to large private company.
financial strength | required
Private o il | O h vark Small private companies or individual businesses which enter into a concession
D | Lease individuals — four | Small business per.ator capita perator with par with significant financial obligations are more likely to be financial failures, or
people LSS IEIREET U to be an unsuccessful business venture.
Some internal 000
Private Small business caplt.al WOI:kS 80%
. . required - in Operator
E | Lease partnership — Local business . o 70%
il aperions - consultation responsibility S0k
with Govt. ]
architect 50% 1
. 11 busi initial . . 40% 1
Private trust — S bus.mess Some initia Substantial capital, 30% |
F | Lease . Local business capital
three families . but not met 20% - |
people requirements
. 11 busi . 10% 1 i
Private company SiE) bus.mess Capital Operator 0% : : : :
G | Lease Local business . oy s ___ ___
— sole operator —n requirements responsibility Small Significant Small Significant
Private company ] Operator Operator Concession Payment Capital Expenditure Requirement
H | Lease Small business oy a oy 1
— sole operator responsibility responsibility - - :
. . 3@ Small Business B Medium to Large Business
Private company Substantial
. . . . Operator
I | Lease — with substantive | Large business operator capital responsibilit
shareholders - over $10m P Y
J LCdbC Plivatc Cullipairy Sllld‘l‘l bubillcbb SUlllC lllltld‘l OPCI dtUl
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Summary of Review Results

Commercial
operator
ownership and
structure

Financial commitment of owners
required

Key

Type of business

Attribute —large v small

Initial On-going

— sole operator capital responsibility
requirements
. Small business . .
. - A —
K | Contract Private company Local business N/A. service N/ —service
— sole operator provision provision
people
. Private company el bus.mess N/A —service N/A — service
L | Permit Local business .. ..
— sole operator provision provision
people
Private individual . .
M | Permit traders — two Small business IS . Service NS _service
provision provision
people
N | Permit L Small business None noted Operatqr o
— sole operator responsibility
O | Permit Private company Small business N/A —service N/A —service
— sole operator provision provision
P | Permit Pr1vat§ company Small business N/A —service N/A —service
— family operator provision provision
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Summary of Review Results

Activity Area: Management Structure and Relationships

Key
Attribute
Specific

Integration with total park management

Specification of
governance
requirements

Participation in park
strategy development

Park manager meetings Other stakeholder meetings

Al
None specified, but financial
A | Lease status has forced regular None specified None noted None noted Summary Comments/Identified Trends
meetings
B | Lease None specified None specified None noted None noted The relationship between the park
C | Lease None specified None specified None noted None noted manager, the commercial operator and
n ifi other stakeholders was not addressed in
D | Lease I(;Ii(s)cjsssri)sr(is ;g’ol;g{lr Not noted Not noted Not noted the majority of the lease and licence legal
E | Lease None specified, None specified None noted None noted Zg:i cements examirg:d. 'Mee?ngcsi which |
3 i id occur were predominantly adversaria
F | Lease Zzgssssli):rsﬁgjj’ i?llil:ially ocour None specified None noted None noted in nature, being a performance review
G | Lease None specified None specified None noted None noted based meeting.
H | Lease None specified None specified None noted None noted .
1 L Regular meetings Regular meetings — very co- Operator is a driver of | Operator is a driver of | Commercial operators also had no
case cguta & operative relationship park strategy. park strategy identified role in development of the
J Lease None specified None specified None noted None noted national park strategy or the on-going
development of the park.
K | Contract il esi (o e e None specified None noted None noted
performance
L | Permit ISl (D e None specified None noted None noted
performance
M | Permit Required every 6 months Required under permit None noted None noted
N | Permit None specified None specified None noted None noted
Irregular meeting (at park
O | Permit manager instigation) to None specified None noted None noted
review performance
P | Permit None specified None specified None noted (1) None noted
(1) This is one of the few agreements to refer to the need to comply with the individual park Management Plan.

Page 253



Appendix 5 — Review of Concession Agreement Files
Summary of Review Results

Activity Area: Financial Relationship
A ttlfiebyu te Alloi:::’:ngifb?l?;’ncml Basis for operator concession payments Frequency Fliei):li:l)lillciit;flof
S];)e:;;icch Capital funding re?}gf::;::f is Fixed fee Incentive of payment requirements
Operator Operator Yes — fixed for term of
o responsibility responsibility lease HOUIENT Qeitsilly ooy Summary Comments/Identified
None — but fee Trends
B | Lease Operatqr B Operatqr B Yes — submit tg 3 redl}qes if provi.de Steaily None . . .
responsibility responsibility yearly CPI review additional specific It was previously identified that
services there was a correlation between
Operator the level of the financial
Operator responsibility, Yes — submit to 3 commitment required from the
& | Hsese responsibility also collects yearly CPI review e Mgzl Nom operator, the type of entity and the
entrance fees financial success of the
Some Predominantly Not concession.
D | Lease requirement operator None % of revenue fied None (2)
cquirements responsibility spectiie The following does not establish a
E | Lease Internal fit out Operator Yes — with regular N Yearl N connection between the basis of
only responsibility reviews one carty one the concession payment and
Predominantly financial success.
F | Lease operator Operato.r” Yes — but minor % of reven Yearl None (3
perator Ry es —bu 0 o of revenue early one (3) )
responsibility The clear trend from this
Predominantly i i information is a lack of
G | Lease operator ?ers)[e)g:;[;)irbili ty ?gzze_ R (ain @i % of revenue Yearly :g:i e;:t teczlrr:wew consistency in some areas and
responsibility ) universal consistency in others, in
H | Lease Operator Operator Yes — fixed for term of None Yearly None (4) that:
responsibility responsibility lease .
I | Lease Operator Operator Yes — fixed for term of % of revenue Not None - concession fees may be baged
responsibility responsibility lease specified Oon afﬂat fee or a flat fee with
T | Lease Operator Operator Yes — with regular None Not N /o of revenue .
responsibility responsibility reviews specified one - payment fr.equency various
from fortnightly to yearly
Payment to operator i operator. is normally .
K | Contract Not .relevant.—. Shared - None based on units of Monthly None — fixed responsible for operating
service provision | responsibility work price expenditure
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Key Allocation of financial

Summary of Review Results

Attribute responsibility Basis for operator concession payments Frequency Fliei)::llllclit;'lof
Specific Capital funding Op-eratlng Fixed fee Incentive of payment requirements
proach requirements
L | Permit Park manager Park manager Fixed management fee | Bonus based on None (5)
responsibility responsibility to operator performance
Operator and
M | Permit L manager N ST None % of revenue Monthly None
responsibility share
responsibility
N | Permit i manager Operatqr o Mg . bzl o i of $ rate per person Monthly None
responsibility responsibility permit
O | Permit i manager Operatqr o e B el ifor derm o $ rate per person Yearly None
responsibility responsibility permit
Operator and
P | Permit Park manager park manager Fixed management fee None Vieary None
responsibility share to Operator
responsibility

(1) Park manager has experienced significant difficulty with operator. Has had to financially support, operator has not performed,
committed necessary funding or met lease payment obligations etc

(2) Operator wanted to increase prices, and park manager was in agreement, but the change needed ministerial approval (as part of
lease). It took over 6 months to obtain approval due to Govt process and need to go through regional to H/O to minister etc

(3) Operator has failed to meet capital obligations and has been late in meeting lease payments. Has resulted in a re-negotiation, with
capital obligations reverting to the park manager (but re-negotiation took a number of years to achieve).

(4) Operator has been in continuous dispute with park manager. The initial lease rental has been halved to meet the needs of the
operator - but the operator is still not paying. Operator is not performing obligations or paying rent - but has been negotiating

settlement for over 9 years.

(5) This agreement (with a new operator) was established to replace a previous disaster. The previous operator did not meet any
standards, was subject of regular complaint and was uncooperative, but took 15 years to achieve resolution. The current operator
was appointed despite complaints from users and demonstration of past poor environmental practices.
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leases resides with the
commercial operator and with
the park manager for licenses

- there is minimal allowance
for financial flexibility

One point to note is that, where
financial failure is evident, the
time taken to address the issue to
the satisfaction of all parties
appears to be excessive, with no
clear approach to resolution being
evident.
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Summary of Review Results

Activity Area: Performance/Incentive Structures

Approach to
Key encouraging/enforcing
Attribute environmental and commercial
outcomes Effectiveness of
alternative

Incentive structures
approaches

Specific included

Approach

=
D
|72
(]
=}
D
2
S
A

Voluntary
Regulatory
Property
right based

A | Lease Yes Ren_tal decrease if complete | Questionable — did not

capital works meet targets Summary Comments/Identified Trends

Reduced rental for Unknown, but
B | Lease Yes completion of specific additional services were | There is minimal use of incentives to drive activity, with compliance

services supplied with the majority of non-financial requirements being voluntary.
C | Lease Yes N/A N/A
D | Lease Yes N/A N/A 50%
E | Lease Yes N/A N/A 45% |
F Lease Yes N/A N/A 40% |

Rental reduction for 35% |
O e e achieved of service standard Unknown 30:/° 1 B Lease
H | Lease Yes N/A N/A ;g;z ] O Permit
I | Lease Yes Ukp @irhenmma % @t Unknown 15% 1

revenue for some activities 10%
J | Lease Yes N/A N/A 5% D

0% ;
| K | Contract | Yes N/A N/A Voluntary Price-based . Regulatory Property-right
Incentive Type

L | Permit Yes N/A N/A
M | Permit Yes N/A N/A
N | Permit Yes N/A N/A
O | Permit Yes N/A N/A
P | Permit Yes N/A N/A
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Summary of Review Results

Activity Area:

Key

Attribute

Environmental Affinity

Previous record of
environmental
management

Established attitude of
management to natural
values protection

Role of service provider in
environmental management in national
park

Have specific requirements based on
A | Lease Not considered Not considered alodrel g enV_lronm.ent , | neseare
stronger than most including involvement
of park ranger
Have specific requirements placed re bird
B | Lease Not considered Not considered fzthing, Alpliess gencnl .rec.lulrement
to understand and operate within
conservation requirements
gt dhiresilly = o . Given specific requirements which need
C | Lease compliance is part of | Not considered .
. to be satisfied
selection process
D | Lease Not considered Not considered None noted
Agreement includes general section on
environmental matters with restrictions
. . .g. minimi 1 1
E | Lease Not considered Not considered ©-g. minimise Chay t.o and, Cono
noxious weeds, no cutting of trees, no
burning - places duty of care on tenant
but no actual performance targets etc
F | Lease Not cqnmder_ed - Not considered Mlmlmal — meets some requirements in
focus is tourism relation to heritage assets
G | Lease Not considered Not considered Minimal — none clearly defined
H | Lease Not considered Not considered None noted
I Lease Not considered Eﬁi Iy R None noted
No role as is already disturbed. However,
J Lease . . . .
is a heritage site so have these issues
Not specifically
considered, but Contract has specific requirements re
K | Contract | information could be | Not considered disposing of waste, use of biodegradable
provided. Not used detergents, low phosphate chemicals etc
in final decision
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Summary Comments/Identified Trends

The main trend evident is the lack of significant focus being
placed on the past environmental record of the commercial
operators along with the lack of ‘individual’ consideration to
environmental requirements.

While some of the leases included specific environmental targets
that had been developed as a result of the specific concession
being considered, this was not the dominant approach.

For the majority of both leases and licenses the environmental
requirements detailed either the general requirements (current at
the time the agreement was entered into), or minimal
requirements.

Other issues noted were:

- where included, the agreements provided environmental
requirements but did not place specific performance targets,
and

- the agreements did not include a specific ability to
subsequently alter the environmental requirements.

This later point is important where new approaches to problem
resolution are being developed, or where research changes
society views on issues. (For example, the approach to bird
feeding has changed as has the community acceptance of the use
of recycled materials, but the agreements restrict the ability of
the park manager to implement these changes.)



Appendix 5 — Review of Concession Agreement Files
Summary of Review Results

Ke Previous record of Established attitude of Role of service provider in
&y environmental management to natural environmental management in national
Attribute .
management values protection park
Not considered — but
L | Permit Not considered anecdotal history of poor None noted
performance
Business Plan
M | Permit demonstrated e b valies Has specific performance parameters in
concern for agreement
environment

Have standard environment agreement
constraints of no pets or firearm, camp
N | Permit Not considered Not considered sites left tidy, no fires unless fireplace,
garbage to be taken out and specific
conditions for licensed activity.

Nil - other than basis specifications (eg
rubbish, using recyclable containers)
Has standard requirements re tree
removal, pest eradication etc Also notes
P | Permit Not considered Not considered must comply with management principles
in regard to conservation and wilderness
objectives as in Management Plan

O | Permit Not considered Not considered
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Summary of Review Results

Activity Area: Performance Reporting and Control

Ly Identification of KPI’s

Reporting requirements specified

Attribute

Specific
Approach

Financial

Social or
environmental

Financial

Environment

Community

Feedback
Processes

Reporting
processes and
frequency
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Quarterly Quarterly
A | Lease statement of None No Yes No No None noted statement of
revenue revenue Summary Comments/Identified Trends
Property report
Reporti i ts pl ial
B | Lease G e @G None Some | Some | No No None noted Annual report eporting requirements placed on commercia
landlord operators would generally appear to be both
requirements inconsistent and inadequate.
Restricted Monthly and
© | e financials Nom = SO | L | N None noted annual financials | Frequency of required reports (where reports are
Base required) is highly inconsistent. (The files reviewed
performance info A | . also did not contain all the submitted reports,
ninual report, suggesting that follow up procedures are possibl
D | Lease 9SS None No No No No None noted with audit . g(% £ PP P y
tours, gross . inadequate.)
. requirement
receipts - done
annually Similarly, reporting requirements included in the
E | Lease None None Some | No No No None noted None noted agreements are minimal, with required KPI reporting
Has to have being predominantly financially based. As is
e Annual, but demonstrated by the graphic below, KPI’s for other
F | Lease Some None Some | Some | Some | Some | . e .o minimal key areas (and particularly environmental) are small
rating information or virtually non-existent.
Have restrictions - not KPIs e.g. H.a:.s EleEe
. . . visitor Annual, revenue
G | Lease Revenue only None tour numbers, pricing, operating . .
; satisfaction only
hours, product offering .
rating
H | Lease Some None No No No No None noted Annual
I Lease ?rﬁr;ual report None No No No No None noted Annual
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Summary of Review Results

Key 7 7 . c . 9
Attribute Reporting requirements specified Identification of KPI’s
= >, Reportin
= g = Feedback porting
. . e g = processes and
Specific . . Social or g = = Processes ‘
Financial . = o g frequency
Approach environmental = = g
= E &
= @)
J Lease None None No No No No None noted None noted a5
30% ] ]
Fortnightly re 25% 1 ]
quaptltles. Normal park 20% |
Maintenance . 15% 1
K | Contract . None No No No No feedback Fortnightly
services as 10%
process
requested by 5% | :r T—’:
park manager 0% | : :
Senice Delivery Financial Environmental Community
Normal park m Lease @ Permit 0 Total ‘
L | Permit feedback None noted
process
M | Permit Yes - monthly None Yes Yes Yes Yes None noted Mopthly to
regional manager
N | Permit None None Have restrictions — not KPIs None noted None noted
Normal park
O | Permit Basic financial None Some | No No No feedback Annual
process
At end of permit
info re .
. A f
P | Permit occupancy, None Yes No Some | No None noted Or‘:lend of permit
receipts, turnover y
and complaints
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Summary of Review Results

Activity Area: Community Interaction and Closedown/Termination procedures

COMMUNITY INTERACTION

CLOSEDOWN/TERMINATION PROCEDURES
Key Role of operator in the Acceptance of social

Specification in Agreement

Specific Requirements

Attribute community responsibility
A | Lease None noted None noted U le speal et 157k manager at No others noted
least 12 months before termination
B | Lease None noted None noted Included in the agreement No others noted
C | Lease None noted None noted None noted None noted
D | Lease None noted None noted None noted None noted
E | Lease None noted None noted None noted None noted
F Lease None noted None noted None noted None noted
G | Lease None noted None noted None noted None noted
H | Lease None noted None noted None noted None noted
| Lease None noted None noted None noted None noted
J Lease None noted None noted None noted None noted
| K | Contract | None noted | None noted | None noted | None noted
L | Permit None noted None noted None noted None noted
M | Permit Liaises regularly None noted None noted None noted
N | Permit None noted None noted None noted None noted
O | Permit None noted None noted None noted None noted
P Permit None noted None noted None noted None noted

Summary Comments/Identified Trends

Dominant conclusions to draw from the above information is:

- The lack of inclusion of any requirement for community interaction in the agreements. While some operators do become involved in the local business
community and other stakeholders, this results from an operator initiative rather than a park manager requirement.

- The lack of focus on procedures required when a concession is nearing completion. (This lack of focus is probably a reflection of the timing of entering into
concessions in that very few concessions would be nearing completion, as most have been entered into in the last 20 years. Therefore, the park manager has not
yet experienced many of the potential issues associated with concession closedowns.)
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Doctor of Business Administration

Maintaining Environmental Values
in a Commercial Environment — a Framework for Commercial
Development in Australia’s National Parks

Outline Business Model
For Commercial Operator/Park Manager Comment

David A Cochrane
Student No 3025999

Academic Supervisor: Prof. Miles Nichols
RMIT University
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&
R M |r|1 University

Graduate School of Business

Dear
INVITATION TO PARTICIPATE IN A RESEARCH PROJECT - PROJECT INFORMATION STATEMENT

Project Title:
o Maintaining Environmental Values in a Commercial Environment — a Framework for Commercial
Development in Australia’s National Parks

Investigators:
o Mr David Cochrane (Doctor of Business Administration student)
o Prof Miles Nicholls (Project Supervisor, RMIT University, miles.nicholls@rmit.edu.au, 9925-1574)

You are invited to participate in a research project being conducted by RMIT University. This
information sheet describes the project in straightforward language, or ‘plain English’. Please read this
sheet carefully and be confident that you understand its contents before deciding whether to
participate. If you have any questions about the project, please ask one of the investigators.

Who is involved in this research project? Why is it being conducted?

This research is being completed by David Cochrane, a part-time DBA student in the Graduate School
of RMIT Business (who also works for PricewaterhouseCoopers)as the thesis required to complete the
degree. The thesis topic is “Maintaining Environmental Values in a Commercial Environment — a
Framework for Commercial Development in Australia’s National Parks” with Prof. Miles Nicholls being
the academic supervisor.

The project has been approved by the RMIT Human Research Ethics Committee.

The research has not been funded by any outside body.

Why have you been approached?

| am inviting you to participate in my research specifically due to your experience in operating
commercial facilities on or near National Parks in Victoria.

What are the risks or disadvantages associated with participation?

In completing this research project a suggested Commercial Business Model has been developed and
your participation will involve reviewing this model and providing comments on its validity and
appropriateness. The interview with be completed by myself at your premises.

Therefore, there are not expected to be any risks or disadvantages associated with your involvement.
However, f you are unduly concerned about your responses during the interview or if you find
participation in the project distressing, you should contact Professor Miles Nicholls as soon as

convenient. Professor Nicholls will discuss your concerns with you confidentially and suggest
appropriate follow-up, if necessary.

What are the benefits associated with participation?

It is not expected that there will be any direct benefit to you as a result of your participation, other than
contributing to the development of this important Commercial Business Model.

What will happen to the information | provide?
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The comments collected during the interview will be analysed for my thesis and the results may
appear in publications. The results will be reported in a manner which does not enable you to be
identified. Thus the reporting will protect your anonymity.

All data and subsequent records will be retained for a period of at least 5 years from the date of
completion of the research report in a secure location at the RMIT premises. When no longer
required, relevant confidential information will be shredded by me. All data collected will be under my
direct control. No other person will have access to this information. The data will only be available to
me for the completion of this project. The data will not be available for any other purpose.

What are my rights as a participant?

Participation in this research is voluntary and you may withdraw at anytime without prejudice. You
also have the right:
o to have any unprocessed data withdrawn and destroyed, provided it can be reliably
identified, and provided that so doing does not increase the risk for the participant.
o to have any questions answered at any time.

Whom should I contact if | have any questions?

If you have any queries regarding this project please contact:
o myself on 03 8603 6570, or
o my supervisors, Prof. Miles Nicholls on 9925 1574, or
o the Chair of the Business Portfolio Human Research Ethics Sub-committee, phone (03)
9925 5594, fax (03) 9925 5595, email: rdu@rmit.edu.au

What other issues should | be aware of before deciding whether to participate?

There are no other ethical issues that you should be aware of before deciding whether they want to
participate.

Yours Sincerely
%

David A Cochrane
B Ec, MBA, ACA

Any complaints about your parficipation in this project may be directed to the Secretary, Portfolio Human Research Ethics Sub
Committee, Business Portfolio, RMIT, GPO Box 2476V, Melbourne, 3001. The telephone number is (03) 9925 5594 or email address
rdu@rmit.edu.au. Details of the complaints procedure are available from the above address or http://ww.rmit.edu.au/council/hrec

Version # 1, 26/9/'04, Page 2 of 2
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Appendix 6 — Commercial Business Model provided to Commercial Operators and Park
Managers for Comment

RMIT HUMAN RESEARCH ETHICS COMMITTEE

Prescribed Consent Form for Persons Participating In Research Projects Involving Interviews, Questionnaires,
Focus Groups or Disclosure of Personal Information

PORTFOLIO OF Business

SCHOOL/CENTRE OF Management

Name of Participant:

Maintaining Environmental Values in a Commercial Environment — a Framework for

Project Title: Commercial Development in Australia’s National Parks

Name(s) of Investigators: (1) David A Cochrane Phone: 03 8603 6570
(2) Prof. Miles Nicholls Phone: 03 9925-1574
1. I have received a statement explaining the interview/questionnaire involved in this project.
2. I consent to participate in the above project, the particulars of which - including details of the interviews or

questionnaires - have been explained to me.

3. I authorise the investigator or his or her assistant to interview me or administer a questionnaire.
4. I give my permission to be audio taped: [ ] Yes [] No
5. I give my permission for my name or identity to be used: [_] Yes [] No
6. I acknowledge that:
(a) Having read the Plain Language Statement, I agree to the general purpose, methods and demands of the
study.
(b) I'have been informed that I am free to withdraw from the project at any time and to withdraw any
unprocessed data previously supplied.
(o) The project is for the purpose of research and/or teaching. It may not be of direct benefit to me.
(d) The privacy of the information I provide will be safeguarded. However should information of a private

nature need to be disclosed for moral, clinical or legal reasons, I will be given an opportunity to negotiate
the terms of this disclosure.
If I participate in a focus group I understand that whilst all participants will be asked to keep the
conversation confidential, the researcher cannot guarantee that other participants will do this.

(e) The security of the research data is assured during and after completion of the study. The data collected
during the study may be published, and a report of the project outcomes will ~ be provided
to (researcher to specify). Any information which may be used to identify me will not be
used unless [ have given my permission (see point 5).

Participant’s Consent

Name: Date:

(Participant)

Name: Date:

(Witness to signature)

Participants should be given a photocopy of this consent form after it has been signed.

Any complaints about your participation in this project may be directed to the Chair, Portfolio Human Research Ethics
Sub-Committee, Business Portfolio, GPO Box 2476V, Melbourne, 3001. The telephone number is (03) 9925 5594 or
email address rdu@rmit.edu.au. Details of the complaints procedure are available from: www.rmit.edu.au/council/hrec
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and Park Managers for Comment

The Commercial Business Model

TABLE OF CONTENTS

1. The Concession Conceptual Framework

2. The Concession Complexity Model

3. The Concession Selection and Management Process

Figure 1: Components of the Commercial Business Model

Figure 2: The Concession Conceptual Framework (including the functional
relationships)

Figure 3: The Concession Complexity Model

Figure 4: The Range of Variability

Figure 5: The Changing Role of Park Management over the Concession Timeline

Figure 6: The Second Band of Variability (Transition Variability)

Figure 7: Identified Areas of Inefficiency

Figure 8: Concession Selection and Management Process

Table 1: Concession Conceptual Framework Functional Relationships

Table 2: Concession Process Structure, Key Attributes and Issues
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The Commercial Business Model

The Commercial Business Model consists of three key components:

(h) The Concession Conceptual Framework
(i) The Concession Complexity Model
() The Concession Selection and Management Process

These three components and the interaction between each of the components represent the total
commercial business model. This interaction, which is represented in Figure 1, is an important feature
of the effective application of the total model.

sz
=
S
e o e

Figure 1: Components of the Commercial Business Model

The Concession Conceptual Framework (described in further detail in Section 1) provides the
overarching park management environment over which concession management is to occur. This
framework is predominantly dictated by the external environment and is not subject to variation in the
short term (although long-term change may be feasible).

The Concession Complexity Model (refer Section 2) has been developed within the internal and
external confirms of this Concession Conceptual Framework. The application of the Concession
Complexity Model assists in the determination of the appropriate approach to the initiation and
management of individual concessions and, more importantly, identifies approaches which would not
be appropriate.

The Concession Selection and Management Process (refer Section 3) outlines the important steps in
the development, awarding and operation of concessions.
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1. The Concession Conceptual Framework

The Concession Conceptual Framework along with the key functional relationships within the

framework has been identified and is depicted in Figure 2.

| Externalities Park Manager Commercial Operator

Social
Environment

Ecological ! Overall E
Environment | ! Objectives E
Government |~ i
Policy E i
Legislative ; 1 i i
Requirements E Approach to E Capital and
E Management of NP i Objectives
a | =
| v v i
E Management Commercial :
| Structure Operator Role | !
Figure 2: The Concession Conceptual Framework (including the functional

relationships)

Under this Concession Conceptual Framework, the approach of the park manager to the completion of
commercial activities is heavily influenced by externalities over which, at least in the short to medium
term, the park manager has little influence. Similarly, the park manager approach also needs to give
due consideration to the overall objectives of the commercial operator and park manager organisation
(as opposed to the individual national park or service requirements). Each of these aspects of the
Concession Conceptual Framework then influence the park manager approach to management of
commercial services including the structuring of the management function and the role of the

commercial operator in this service provision.

The following provides an outline of the approach to be adopted in structuring the concession
framework for each of the key Concession Conceptual Framework areas.
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Table 1:

Concession Conceptual Framework Functional Relationships

Specific Matters to be Addressed

(where applicable)

Key External Influences

Applicable to
Park

Megr Oper

Social
Environment

Recognition of the increasing demands of visitors for
nature-based tourism in an environment where
appropriate facilities are provided.

Ecological
Environment

Recognition of the role of the parks in ecological
protection and, in particular, in the protection of
biodiversity.

Acknowledgement of the role of parks in provision of
base community resources, particularly water.

Government
Policy

Segregation of policy development from implementation

Recognition of the role of the park manager free from
political interference

Compliance with key government policy frameworks,
including purchasing process requirements

Legislative
Environment

Acknowledgement of legislative constraints

Recognition of conservation emphasis included in
legislative framework

Park Manager and Commercial Operator Objectives

Differences in
Objectives

The differences in objectives (the majority of which are
not negotiable) and their impact on the commercial
relationship need to be clearly recognised.

The model needs to be structured to ensure (and assist)
each of the players achieves their individual objectives.

Approach to Management of the National Park

Concessions
Management
Function

A centralised concession management unit €Xists in the
organisation.

This unit, among other roles, is responsible for the
development and administration of concession
management policy, with policy being consistent with
higher policy.

The purpose of specific concessions is clearly defined and
understood.

Identification of service need is to include involvement of
the individual national park manage rand central
management.

Complex concessions are managed by the centralised
concession management unit.

Simple concessions are managed at the individual park
level, with the centralised concession management unit
having an approval/guidance role.

The relationship between the concession operator and the
park manager is clearly understood and is based on the
principles of a partnership.

The central concession management unit has adequate
resources and skills in commercial and conservation
areas.

Individual Park
Level

Park managers include a consideration of visitor
requirements and commercial opportunities within park
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Specific Matters to be Addressed Applicable to
(where applicable) Park Oper
Mgr
Management management plans.
- Where relevant individual commercial .tourism plans are
prepared to support the over-arching park management + +
plan.
- Existing commercial operators are involved in the
preparation of park management plans at an advisory + +
level.
Role of the - The concession operators are actively consulted and
. . . + +
Concession involved in the management of the park.
Operator - A number of specific park activities are completed jointly
(rather than individually), including the marketing of the + +
park.
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2. The Concession Complexity Model

The Concession Complexity Model has been developed to provide the approach for determining the
key features of a concession, around which the individual concession requirements can then be
developed (using the Concession Selection and Management Process outlined in Section 3).

The Concession Complexity Model is represented diagrammatically in Figure 3 below.
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s ® 5o .
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- DRIVERS OF COMPLEXITY B
G Deriod of the Concession =)
=== Sphistication of Service Provision —>
G | | O inVestment required =
_ ImpaCt on the NP —
INPUTS
Figure 3: The Concession Complexity Model

Under this model, the key outcomes of the extent of centralised control which needs to be exerted by
the park manager along with the degree of commercial sophistication required of the concession
operator are both a function of the key input, being the level of complexity of the service to be provided
, where the complexity of individual concessions is heavily influenced by a number of key factors

(termed the drivers of complexity), these being:

= The sophistication of service provision required
= The level of operator and/or park manager investment required
= The period of the concession required

= The impact of the proposed activity on the park environment.
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These drivers of complexity also influence the extent of business sophistication required from and by

the commercial operator, as represented by the following key business characteristics:

= The type of corporate structure required
= The operator capital or equity base required

= The range of operations of the operator

The Concession Complexity Model should be used under a process where:
» the identified drivers of complexity are used to determine the degree of complexity associated
with the identified concession, and this is then used
= by the park manager to determine the role of central versus regional management in the
establishment and management of the concession, and
= by the potential concession operator to assess the viability of the entity as a potential service
provider.

This model, based on the experiences in a number of countries, also indicates potential areas of
inefficiency in park manager in that:
- It would be appropriate for a concession with low complexity (i.e. a simple concession) to be
controlled and managed at the regional or individual national park management level.
- Conversely, complex concessions need to have a higher level of centralised management as
regional management does not normally have the experience or management capacity to

meet the needs of such concession arrangements.

= Variability of Outcomes

The Concession Complexity Model has been developed to outline the importance of the identified
drivers of complexity in determining the role of the park manager in the concession process along with
the preferred supplier business characteristics for specified types of concessions. The model is not
definitive (as would occur within, say, a mathematical model) and the relationship is not necessarily
linear. As a result, the outcomes based on a determined level of complexity have a degree of
flexibility, and this is recognised within the model by the ‘bands’ to reflect potential ranges of

outcomes.

This variability occurs as the Concession Complexity Model does not result in definitive outcomes, and

because of the changes which occur during the life-cycle of a concession agreement.

General Variability in Outcomes
The determination of the level of complexity of a concession (which itself is an assessment based on
judgement) does not result in a definitive specification of the centralised park manager control required
or in the specific business characteristics required. Rather, the Concession Complexity Model

provides a good indication of the outcome, with some variability being possible. Importantly, the
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greater the level of complexity the greater the level of variability possible. This variability is reflected in

the bands included in the model, as highlighted in Figure 4 below.

a

Central Mgt

<+— Transition
Variability

Centralisation
of Park Manager
Control

Individual Park/
Regional Level

Range of » Perceived
Low General Hiah Levels of

o

Variability ~ Complexity

@
3
=2
o

Operator
Business
Characteristics

Figure 4: The Range of Variability

o Transition from Concession Establishment to Concession Operation
In developing the Commercial Business Model, it is relevant to consider the changes in requirements
over the total life of a concession. Once established it is expected that, in the majority of situations,
the model outcome (i.e. the specification of the role of central versus regional park managers in the
process) will be similar. However, it is important that the park manager also recognise that for
complex concessions the role of the regional manager will increase. It is important, during the
operational phase, that the regional manager have regular contact with the concession operator to

enable the maintenance of the on-going partnership relationship.

This potentially changing role of the various levels of park managers over the lifecycle of a concession

is depicted in Figure 5.
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Concession with a high level
of complexity
(a Complex Concession)

Central Mgt 1 /

Centralisation of
Park Manager

Control
Concession with a low level
of complexity
(a Simple Concession)
Individual Park/ l
Regional Level
Identification Contract Service Contract
Selection  Negotiation Provision Completion
Process
< Concession Timeline >
Figure 5: The Changing Role of Park Management over the Concession Timeline

Simple concessions which, by definition, have low levels of complexity will predominantly be managed
by the individual or regional park manager throughout the period of the concession agreement.
However, the greater the level of complexity, the more important the role of the central Concession
Unit of park management during the initial establishment of the concession agreement and during the
concession completion phase. During the operational phase, the role of the central Concession unit

will decline with the individual or regional park manager taking a greater role in park management.

This additional level of variability is reflected in the Concession Complexity Model by the inclusion of a
second expanded band of variability around the level of centralisation of park manager control area of
output and, in particular, with an potential for greater individual park manager control (during the

operational phase of the concession). This is highlighted in Figure 6 below.
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Figure 6: The Second Band of Variability (Transition Variability)

= |dentified Areas of Inefficiency
This Concession Complexity Model also indicates potential areas of inefficiency in park management.
Under this model:

- It would be appropriate for a concession with low complexity (i.e. a simple concession for
guided walking tours) to be controlled and managed at the regional or individual national park
management level.

- Conversely, complex concessions need to have a higher level of centralised management as
regional management does not normally have the experience or management capacity to

meet the needs of such concession arrangements.

These areas of inefficiency are depicted in Figure 7 below.
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Figure 7: Identified Areas of Inefficiency
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3. The Concession Selection and Management Process

The previous section has outlined the Concession Complexity Model which is to be used to determine
the type of concession to be used, based on the complexity of the service to be provided, along with

the expected business characteristics of the commercial operator. While the Concession Complexity
Model assists in this important determination, it is also critical to understand the impact of the features

of the appropriate concession on the process for awarding and operating concessions.

The fourth key component of the total Commercial Business Model — the Concession Selection and
Management Process — has been developed to meet this need with it identifying:

= the major areas of activity within the overall concession process;

= the plotting of these activities against a ‘whole-of-life’ concession process timeline; and

= the key drivers of activity in service provision which impact on the structure of the concession

agreement.

The Concession Selection and Management Process is outlined in Figure 8 following.
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Figure 8: Concession Selection and Management Process

For each of these key activities identified in the Concession Selection and Management Process it is
also appropriate to identify:
- the key attributes which need to be considered in developing the concession requirements,
- along with, where relevant, specific issues on which guidance is required, and
- guidance on the potential areas of applicability of these activities, attributes and areas (in that
some of the matters may only be relevant for the park manager or the operator whereas
others may be equally important for both).

These factors have been individually considered for each identified area of activity to provide a

summary of the approach to be adopted in completing each activity area.
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Table 2: Concession Process Structure, Key Attributes and Issues

Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Clarification of the role of the regional park manager and Central

Applicable to:

Concession Unit in the establishment of the concession along with +
the ongoing operations
Overall process requirements Identification and sourcing of the skills required for the total process +
(including potential external sourcing)
Ensuring the required resources are available to complete the +
concession implementation
Clear specification of service to be provided +
Potential of existing service providers to meet the requirement +
Confirmation that the service is best provided by a concession +
Determining services to be provided Determine the expected commercial operator expenditure
by the private sector requirements along with the expected concession fee (using +
appropriate valuation techniques for the concession)
Needs identificati d Potential to expand the service to make it more attractive for the +
ee .fs‘l f;rltl 1cation an private sector
spectlication Potential for service provision across a number of national parks +
Integration of services with other Potential for provision of integrated service +
activities in the park and the Need for interaction with other stakeholders +
surrounding region Implications for service providers on park boundaries +
No of commercial operators — Confirmation of need for monopolistic approach +
monopolistic, multiple service Consideration of implications of monopoly on service provision and +
providers etc need for regulatory type control
Park manager concession Role of regional park manager +
selection and q Extent of centralisation required +
management process an . . . . . .
cri terii P . . Clear specification of comprehensive financial, service delivery, +
Development of project brief environmental and social requirements
Sourcing of required skills to complete the concession process +
Identification of most appropriate method to approach the market for +
responses
Advertisi y ) Individual approaches +
vertising process/approac .. .
gp pp Adpvertising medium to be used and frequency + +
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Activities

Key Attribute

Selection/tender process

Specific Matters to be Addressed

(where applicable)

Requirement for an EOI
Requirement for an RFT
Establishment of independent evaluation panel

Applicable to:

Evaluation criteria

Development of an evaluation criteria which gives appropriate
recognition to and specification of:

- Vision

- Management

- Financial

- Environment

- Social

- Experience

- Risk exposure

Conduct of contract negotiation

Incorporation of draft concession agreement in tender documentation
Request for clarification of contractual terms for discussion
Adoption of a commercial approach to contract negotiation

+ + + |+ + + + + + +

Commercial operator
approach to responding

Source of opportunity identification

Approach to deciding whether to
respond

Concession services is in appropriate business area for commercial
operator
Ability to provide an adequate commercial return

Acceptance of concession agreement terms

+

Satisfaction of information
requirements

Ability to meet the information needs of the tender
Identification of areas which require clarification
Approach to potential interview requirements

+ + + |+ +

Legal relationship and
agreement

Type of agreement

Lease
Licence
Service delivery contract

+

+

Agreement features

Development of specific agreement features required
Specification of environmental obligations
Outline of cooperative/partnership arrangements

Ability to amend agreement during initial negotiation and flexibility
during concession period

+ + + +

+ + + +
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Time period of initial agreement (including consideration of legal

Applicable to:

e + +
. restrictions)
Agreement period Extension options appropriate + +
Termination options required + +
Structure of commercial operator Type of legal structure appropriate + +
ownership Private versus not-for-profit
Laree versus small oreanisations Based on the expected lease commitment and capital requirement, + +
g & determine the most appropriate type of business to meet the need
Family
Private company
Ownership and structure Ownership Public company + +
Investment fund
Extent of protection against future ownership changes
Ability to satisfy initial capital commitment + +
Financial commitment of owners Ab1.11ty t? meet operatlo.nal expendl.ture requlremen‘Fs . . + +
Satisfaction that the entity ownership and structure is consistent with + +
the financial obligations
Approach to management of the Extent to which the management will be located on site + +
organisation Role and influence of ownership on management + +
Need for and frequency of meetings with on site park managers + +
Me(tinagement structure Integration with management of the Need for and frequency of meeting with other operators/stakeholders + +
and arrangements N .-
g total park Extent of participation in park strategy development/facility + +
expansion etc
Specification of minimum + +
governance requirements
Financial relationship Capital funding needs (including security requirements) + +
Operating requirements + +
Clear segregation between responsibilities of operator and park + +
manager
Allocation of financial responsibility Clear specification of product offering and role of participants in + +
establishing/controlling demand
Specification of approach for allocation of joint costs (including + +
marketing expenditure)
Establishment of procedures for funding of future capital works
——  ——4—
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

which benefit both parties

Applicable to:

Development of basis for payment including:
- Minimum base fee

- Incentive based fee (e.g. % of revenue) + +
- Allowance for increases for inflation
. . - Allowance for regular reviews to market
Basis for operator commercial .. D1 . .
Provision of potential discounts based on achievement of specific
payment to park manager S . . .
objectives (e.g. specified level of capital expenditure, level of + +
customer satisfaction etc)
Review of overall potential payments to ensure they are financially
realistic (including use of an independent business valuation where + +
appropriate)
Establishment of approach for concession fee payment including + +
frequency
Frequency of payment Preferable to have a monthly or quarterly concession fee payment + +
regime with annual adjustments (if required)
Integration of payment frequency with reporting requirements + +
. . Possible inclusion of facility t tiat i t
Flexibility of financial requirements ossible inclusion of facility to renegotiate concession arrangements + +
after a specified period, particularly for long-term concessions
. . voluntar
Approach to encouraging/enforcing . Y
. . price based
. . environmental and commercial + +
Performance/incentive . regulatory
objectives .
structures property right based
Incentive structures other than
. + +
financial
. . Previous record of environmental Consideration of previous environmental record of the commercial
Environmental affinity + +
management operator
Establishment of environmental management requirements of the
commercial operator covering:
- Compliance with the conservation objectives of the park
. manager
Environmental management . . . . .
- Specification of specific environmental requirements, + +

requirements

including performance targets, related to the service being
delivered

- Specification of specific environmental requirements related
to the operations of the national park
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Inclusion of (prompt) procedures for amending environmental
requirements

Integration of commercial operator into environmental outcomes of
the national park

Applicable to:

Performance reporting
and control

Reporting requirements included in
contractual relationship

Inclusion of reporting requirements covering:

- financial reporting

- social reporting

- environmental reporting

Specification of frequency of reporting including possible two tiered
approach with regular restricted reports monthly or quarterly and
comprehensive reports annually

Need for financial information provided to enable assessment of
financial viability of operator

Specification of requirements of park manager reporting to
commercial operator

Feedback processes

Need for formal performance review meetings including frequency
Approach for obtaining independent rating of operator performance
Specification of reporting governance requirements

Identification of KPIs

Development of an appropriate set of KPIs (including where
appropriate specific targets) covering

- Service delivery

- Financial outcomes

- Environmental outcomes

- Community interaction

Community interaction

Role of organisation in the
community

Participation in relevant stakeholder groups

Acceptance (and reporting) of social
responsibility

Connection with community

Closedown/termination
procedures

Allocation of responsibilities

Clear specification of requirements near the conclusion of the
concession including:

- Allocation or responsibilities

- Continuation of maintenance standards

- Responsibility for rectification works

- Approach to valuation of assets and inventory

- Handover procedures

Termination procedures

Clear specification of:
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Applicable to:

Activities Key Attribute Specific Matters to be Addressed

(where applicable)

- Actions which will result in termination
- Procedures for termination
- Allocation of financial responsibilities
- Dispute resolution procedures
- Inclusion of timetable where termination is required + +
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Appendix 7 — Commercial Operator and Park Manager Feedback on CBM

Commercial Park

Major Comment Provided Additional (Researcher) Comment
Operator Manager
Validity of the Commercial Business Model
Confirmation of the validity of the Commercial Business Model — ] ]
) No refinement required — matter is adequately
overall comments from the commercial operators and the park ) ) )
. . . . vV vV addressed in the developed Commercial Business
managers interviewed were supportive of the model and particularly Model
odel.
in regard to a number of the important features.
Approach to determining lease payment arrangements — strong
confirmation by the commercial operators of the inadequacy of the ] ]
o No refinement required — matter is adequately
current (property based) arrangement to determining adequacy of ] ] )
_ vV a4 addressed in the developed Commercial Business
lease payments with agreement to a more business based approach. Model
odel.
Park managers acknowledged the issue and confirmed the validity
of the suggested approach.
Importance of Central Concession Unit involvement —
reinforcement by both the commercial operator and the park
manager of the need for the extensive involvement of the Central
Concession Unit in the establishment of more complex concessions, No refinement required for the role of the Central
with the central unit maintaining an involvement throughout the life vV 44 Concession Unit— matter is adequately addressed in
of the concession. Commercial operators noted that the the developed Commercial Business Model.
regional/individual park manager did not have (and should not be
expected to have) the commercial skills, knowledge or experience
required for the more complex concessions.
Environmental controls — confirmed by both the park managers and vV VY No refinement required — matter is adequately
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Commercial
Operator

Park
Manager

Additional (Researcher) Comment

the commercial operators that the extent of environmental controls
placed on commercial operators in existing concession agreements
is minimal and that further controls are required. Also confirmed
that these controls need to be developed on an individual concession
basis, with the final performance requirements being developed

between all participants.

addressed in the developed Commercial Business

Model.

Importance of product development — the park managers
particularly identified the need, as detailed in the CBM, to commit
greater thought to the development and specification of the

No refinement required — matter is fully addressed

X Vv v

concession product offering before it is presented to the market. in the developed Commercial Business Model.
(Also refer comment below re ‘Enhancement of commercial
opportunities’.)
Perceived Concerns with the Commercial Business Model
Number of involved stakeholders - a major area of frustration ) ) o

. ) T While acknowledging the concern, it is an area
experienced by commercial operators is with the number of ] ] )

) ) ) 44 X outside the current research project. This represents
different Government agencies which the operator needs to ]
) ] o ) a potential area for subsequent research.

communicate with, and the additional cost incurred.
Commercial acumen of participants — while the model notes the The vital importance of commercial skills needs to
need for the main participants to have valid commercial acumen, the o oy be given greater emphasis in the Commercial

importance of this need was emphasised as a key requirement for a

successful commercial relationship. The park managers interviewed

Business Model.

The current lack of skills within the park manager
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Major Comment Provided

Commercial
Operator

Park
Manager

Additional (Researcher) Comment

strongly emphasised this lack of appropriate commercial skills at all

levels of the park manager organisation.

organisation represents an internal structural issue

which is outside the scope of this research.

Cooperative partnership — concern expressed by the commercial

operators that the model did not give adequate emphasise to the

Importance of partnership needs to be given greater

Vv v X
need for the concession to be operated as a cooperative partnership emphasis in the Commercial Business Model.
rather than being based on an adversarial purchaser-provider model.
Possible Omissions from the Commercial Business Model
Development of a position of trust - need for the model to include ]
) ) ) Importance of trust needs to be given greater
the requirement for there to be a relationship of trust between the 44 X o ) )
o ) ) emphasis in the Commercial Business Model.
participants was emphasised by the commercial operators.
Lack of transparency — concern was expressed by the commercial
operators interviewed that the model did not ensure the transparency )
. ] ] ] Importance of transparency needs to be given
of the concession process. In particular, the importance of ensuring o ) i
. 244 X greater emphasis in the Commercial Business
that all parties are aware of the necessary processes and procedures Model
odel.
which need to be adhered to, including the provision of information
and required approvals.
Enhancement of commercial opportunities — commercial operators, The constraint is not the lease agreement (which can
once commencing a concession agreement, identify additional be amended based on normal commercial
commercial opportunities within a national park but are unable to v X negotiations). Rather, the issue is the ability of the

give effect to these opportunities due to the inflexibility of the lease

agreements.

participants to develop and negotiate these

variations (which is addressed by other aspects of
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Major Comment Provided

Commercial
Operator

Park
Manager

Additional (Researcher) Comment

the model). However, issue needs to be given
greater emphasis in the Commercial Business

Model.

Drivers of Complexity — both the commercial operators and the park
managers interviewed endorsed the identified ‘drivers of

complexity’ and ‘business characteristics’. One of the park

The comment of the park manager reflects the intent
of the identified driver but indicates that the current

form of presentation may not adequately convey the

managers suggested that the drivers of complexity needed to X v ) ) ) )
] ) ) intent. Therefore, the descriptor of this ‘driver of
consider the impact on the national park (as currently detailed) o ]
) i ) complexity’ in the CBM will be expanded to ensure
along with the impact on the immediate surrounds of the national ) ]
) ) ) ) the intent is clearly conveyed.
park from an environmental, social and economic perspective.
The scope of the CBM is restricted to public-private
Agency operated entity — noted by a park manager that the CBM did . ‘/ sector based service provisions and, therefore,
not include consideration of the provision of services by an AOE. excludes AOE service provision. This exclusion
may need to be further clarified in the model.
Possible Refinements to the Commercial Business Model
Participant objectives and values - in considering their objectives The commercial operator comment needs to be
commercial operators noted that it is important to recognise the carefully evaluated. Commercial operators require
operator provides the services for more altruistic purposes than vV an adequate financial return to enable the business to

financial return. They suggested that the contribution to the
community (via environmental protection or the restoration of a

heritage asset) is the primary objective of the commercial operator.

remain viable (even though they maintain the return
is inadequate for the investment). However, the

importance of recognising differences is relevant
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Commercial
Operator

Park
Manager

Additional (Researcher) Comment

The park managers interviewed expressed a different view — that a

primary concern is the lack of consistency between the park

and may need to be emphasised further in the CBM.

The park manager comment also raises the issue of

manager and the commercial operator objectives and values which VY whether the control of these concession activities
leads to conflict. The park managers noted that the completion of a should be completed in a separate entity to enable
commercial activity was against the inherent values of the park the establishment of consistent value drivers. The
manager. current legislative framework would not permit this
alternative and, therefore, the matter is outside the
present research scope. However, it is a matter
suitable for future research.
Identified areas of inefficiency — the park managers generally
endorsed the identification of the ‘No Go Zones’ in the Concession
Complexity Model with these zones representing areas of
inefficiency. However, one of the park managers interviewed noted o
) ) Comment does not detract from the validity of the
that the agency may knowingly enter into these zones for social or ) ) ]
o ) CBM. However, it does provide a valid example of
political reasons. For example, the agency may award a concession X v

to n entity which has business characteristics outside the identified
preferred characteristics (i.e. the No Go Zone area) for purposes of
training or political need (e.g. to a NFP or indigenous entity which
did not have the requisite skills). This was acceptable provided the

agency recognised that this decision came at a cost to the agency.

an acceptable exception. Therefore, the discussion

in the CBM will be updated to reflect this option.
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Major Comment Provided Additional (Researcher) Comment
Operator Manager

Approach to marketing — confirmed that a more co-operative

approach to marketing would be beneficial. Suggested that this y < Suggestion to be incorporated into refined
cooperative approach be expanded to extend beyond individual park Commercial Business Model.
boundaries.

Regular meeting between participants — commercial operators

confirmed the desirability of the conduct of regular meetings with
these meetings including expected plans and future developments 244 X
within the individual parks and the region. These are required to

. . . Suggestion to be incorporated into refined
rectify a perceived lack of communication.

Commercial Business Model.
Recommended that the meetings include relevant personnel from

the Central Concession Unit with the meetings being held on site,

v X

thereby ensuring the central person responsible for a concession is
aware of and has seen issues being faced.
Additional Comments Considered Relevant (by interviewee)

L ] ] While outside the scope of the developed
Distribution of concession payments — commercial operators noted ) ) ]

) ] o Commercial Business Model, represents an inherent

that the concession payments should be used to improve facilities a4 X ) ) ) )

o o environmental constraint which requires further
within the individual parks. ) )

consideration.

Lack of park management commitment — park managers noted that The comment represents a park management agency
there may be a lack of commitment by the park manager agency to X vV cultural matter which, while vital, is outside the
the use of external organisations for the provision of commercial scope of this research. It does represent an area for
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Major Comment Provided Additional (Researcher) Comment
Operator Manager

services and the associated generation of revenue. While future research.
commercial operators did not directly comment on this, the concern

was inferred by some of their other comments.

Legislative constraint — park managers expressed concern over the This represents an environmental constraint
legislative constraints and, particularly, the tenure constraint identified for future consideration, but the current
included in the legislation (which can result in some complex v v model recognises that a short to medium term
concessions having a maximum tenure of 7 years). Commercial change to the constraint will not occur. No change
operators similarly expressed concern over the tenure limitations. required to the CBM as developed.

While the comment related predominantly came
from commercial operators, the park managers had

similar views. Much of the causes of these time
Extended period of appointment process — commercial operators
) ) ) delays result from inherent requirements in the
and park managers noted that the time period required for
) ) ) ) } o vV v process which is outside the immediate control of
completion of concession appointment is excessive resulting in
o o o ] the participants (e.g. the need for ministerial
significant additional cost (to all participants) and frustration.
approval of leases, the need for approvals from other

government agencies, the need to follow

Government purchasing guidelines).

X Not commented on by participant group
v Commented on by some of participant group
vV Commented on by all of participant group
vvv Commented on with emphasis by all of participant group
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The Commercial Business Model
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The Commercial Business Model

The Commercial Business Model consists of four key components:

(k) Commercial Concession Agreement Values Statement
) The Concession Conceptual Framework
(m) The Concession Complexity Model

(n) The Concession Selection and Management Process

These four components and the interaction between each of the components represent the total
commercial business model. This interaction, which is represented in Figure 1, is an important feature

of the effective application of the total model.

Commercial Concession Agreement
Value Statements

Concession Conceptual
Framework

Concession
Complexity Model

Concession
Selection & Management
Process

Figure 1: Commercial Business Model

The Commercial Concession Agreement Values Statement (described in further detail in Section 1)
represents import values which are to be embedded within all interaction between the park manager
and the commercial operator in the establishment and conduct of commercial concession

arrangements.

The Concession Conceptual Framework (refer Section 2) provides the overarching park management

environment over which concession management is to occur. This framework is predominantly
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dictated by the external environment and is not subject to variation in the short term (although long-
term change may be feasible).

The Concession Complexity Model (refer Section 3) has been developed within the internal and
external confirms of this Concession Conceptual Framework. The application of the Concession
Complexity Model assists in the determination of the appropriate approach to the initiation and
management of individual concessions and, more importantly, identifies approaches which would not
be appropriate.

The Concession Selection and Management Process (refer Section 4) outlines the important steps in

the development, awarding and operation of concessions.
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1. The Concession Conceptual Agreement Values Statement

In developing a Commercial Business Model it is important to clearly establish the philosophical
position from which the commercial arrangements are to be developed. These represent ‘state of
mind’ type matters rather than specific process and requirement issues. Such concepts, while
important to the application of a Commercial Business Model, cannot be incorporated into the
specifics of the model. Rather they represent overarching principles which need to be reflected in the

application of the model — and these can be referred to as ‘Value Statements’.

The Values Statement for the Commercial Business Model incorporates the following requirements:

Values Statements

= Concession agreements will be structured to reflect the commercial requirements of

the operators while ensuring the conservation needs are fully protected.

= Concession agreements will be established based on the principles of a full co-
operative partnership between the commercial operator and the park manager
exhibiting the features of a trusting commercial relationship.

= The park manager and the commercial operator will ensure, during all stages of the
lifecycle of the concession agreement, that appropriate commercial and

environmental skills are utilised.

= The establishment and operation of concession agreements will be completed under
an agreement for full transparency in the processes, approvals and obligations
required of all parties.

= Both parties will use their best endeavours to minimise the concession establishment
period, including assisting with the obtaining of approvals from other external parties.
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2. The Concession Conceptual Framework

The Concession Conceptual Framework along with the key functional relationships within the

framework has been identified and is depicted in Figure 6.2.

| Externalities Park Manager Commercial Operator

Social
Environment

Ecological ! Overall E
Environment | ! Objectives E
Government |~ i
Policy E i
Legislative ; 1 i i
Requirements E Approach to E Capital and
E Management of NP i Objectives
| v v i
| Management Commercial ||
| Structure Operator Role | !
Figure 2: The Concession Conceptual Framework (including the functional

relationships)

Under this Concession Conceptual Framework, the approach of the park manager to the completion of
commercial activities is heavily influenced by externalities over which, at least in the short to medium
term, the park manager has little influence. Similarly, the park manager approach also needs to give
due consideration to the overall objectives of the commercial operator and park manager organisation
(as opposed to the individual national park or service requirements). Each of these aspects of the
Concession Conceptual Framework then influence the park manager approach to management of
commercial services including the structuring of the management function and the role of the

commercial operator in this service provision.

The following provides an outline of the approach to be adopted in structuring the concession
framework for each of the key Concession Conceptual Framework areas.
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Table 1:

Concession Conceptual Framework Functional Relationships

Specific Matters to be Addressed

(where applicable)

Key External Influences

Applicable to
Park

Megr Oper

Social
Environment

Recognition of the increasing demands of visitors for
nature-based tourism in an environment where
appropriate facilities are provided.

Ecological
Environment

Recognition of the role of the parks in ecological
protection and, in particular, in the protection of
biodiversity.

Acknowledgement of the role of parks in provision of
base community resources, particularly water.

Government
Policy

Segregation of policy development from implementation

Recognition of the role of the park manager free from
political interference

Compliance with key government policy frameworks,
including purchasing process requirements

Legislative
Environment

Acknowledgement of legislative constraints

Recognition of conservation emphasis included in
legislative framework

Park Manager and Commercial Operator Objectives

Differences in
Objectives

The differences in objectives (the majority of which are
not negotiable) and their impact on the commercial
relationship need to be clearly recognised.

The model needs to be structured to ensure (and assist)
each of the players achieves their individual objectives.

Approach to Management of the National Park

Concessions
Management
Function

A centralised concession management unit €Xists in the
organisation.

This unit, among other roles, is responsible for the
development and administration of concession
management policy, with policy being consistent with
higher policy.

The purpose of specific concessions is clearly defined and
understood.

Identification of service need is to include involvement of
the individual national park manage rand central
management.

Complex concessions are managed by the centralised
concession management unit.

Simple concessions are managed at the individual park
level, with the centralised concession management unit
having an approval/guidance role.

The relationship between the concession operator and the
park manager is clearly understood and is based on the
principles of a partnership.

The central concession management unit has adequate
resources and skills in commercial and conservation
areas.

Individual Park
Level
Management

Park managers include a consideration of visitor
requirements and commercial opportunities within park
management plans.
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Applicable to
Park
Mgr

Specific Matters to be Addressed

(where applicable)

Oper

- Where relevant individual commercial .tourism plans are
prepared to support the over-arching park management + +
plan.
- Existing commercial operators are involved in the
preparation of park management plans at an advisory + +
level.
Role of the - The concession operators are actively consulted and
Concession involved in the management of the park.
Operator - A number of specific park activities are completed jointly
(rather than individually), including the marketing of the + +
park.

Page 301



Appendix 8 — Final Commercial Business Model

3. The Concession Complexity Model

The Concession Complexity Model has been developed to provide the approach for determining the
key features of a concession, around which the individual concession requirements can then be
developed (using the Concession Selection and Management Process outlined in Section 4).

The Concession Complexity Model is represented diagrammatically in Figure 3 below.

- Central Mgt
w s2
= wWEo
o 2= .E o Complex
lt_>< Exo * Concession
3 55
© O w
° Simple
Individual Park/ .
" Regional Level // Concession » Perceived
High Levels of
e Complexit
Simple plexity
n
C 9 e
£ o > -
S |62 3% g 582
o oW 52 go 9= cgs
o < Wwke= 090 =g 20 @ 'p O
= .0 52 £8 §¢ 25
o C 2® & g Oasg . Complex
e © © * .~ Concession
1)
- Complex
A
- DRIVERS OF COMPLEXITY B
G Deriod of the Concession =)
=== Sphistication of Service Provision —>
G | | O inVestment required =
_ ImpaCt on the NP —
INPUTS
Figure 3: The Concession Complexity Model

Under this model, the key outcomes of the extent of centralised control which needs to be exerted by
the park manager along with the degree of commercial sophistication required of the concession
operator are both a function of the key input, being the level of complexity of the service to be provided
, Wwhere the complexity of individual concessions is heavily influenced by a number of key factors

(termed the drivers of complexity), these being:

= The sophistication of service provision required

= The level of operator and/or park manager investment required

= The period of the concession required

= The impact of the proposed activity on the national park environment (including areas surrounding

the national park).
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These drivers of complexity also influence the extent of business sophistication required from and by

the commercial operator, as represented by the following key business characteristics:

= The type of corporate structure required
= The operator capital or equity base required

= The range of operations of the operator

The Concession Complexity Model should be used under a process where:
= the identified drivers of complexity are used to determine the degree of complexity associated
with the identified concession, and this is then used
= by the park manager to determine the role of central versus regional management in the
establishment and management of the concession, and
= by the potential concession operator to assess the viability of the entity as a potential service
provider.

This model, based on the experiences in a number of countries, also indicates potential areas of
inefficiency in park manager in that:
- It would be appropriate for a concession with low complexity (i.e. a simple concession) to be
controlled and managed at the regional or individual national park management level.
- Conversely, complex concessions need to have a higher level of centralised management as
regional management does not normally have the experience or management capacity to

meet the needs of such concession arrangements.

= Variability of Outcomes

The Concession Complexity Model has been developed to outline the importance of the identified
drivers of complexity in determining the role of the park manager in the concession process along with
the preferred supplier business characteristics for specified types of concessions. The model is not
definitive (as would occur within, say, a mathematical model) and the relationship is not necessarily
linear. As a result, the outcomes based on a determined level of complexity have a degree of
flexibility, and this is recognised within the model by the ‘bands’ to reflect potential ranges of

outcomes.

This variability occurs as the Concession Complexity Model does not result in definitive outcomes, and

because of the changes which occur during the life-cycle of a concession agreement.

General Variability in Outcomes
The determination of the level of complexity of a concession (which itself is an assessment based on
judgement) does not result in a definitive specification of the centralised park manager control required
or in the specific business characteristics required. Rather, the Concession Complexity Model

provides a good indication of the outcome, with some variability being possible. Importantly, the
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greater the level of complexity the greater the level of variability possible. This variability is reflected in

the bands included in the model, as highlighted in Figure 4 below.

a

Central Mgt
'4‘— Transition
Variability

Centralisation
of Park Manager
Control

Individual Park/

Regional Level Range of » Perceived
Low General High Levels of
Simple Variability Complexity

Operator
Business
Characteristics

Figure 4: The Range of Variability

o Transition from Concession Establishment to Concession Operation
In developing the Commercial Business Model, it is relevant to consider the changes in requirements
over the total life of a concession. Once established it is expected that, in the majority of situations,
the model outcome (i.e. the specification of the role of central versus regional park managers in the
process) will be similar. However, it is important that the park manager also recognise that for
complex concessions the role of the regional manager will increase. It is important, during the
operational phase, that the regional manager have regular contact with the concession operator to

enable the maintenance of the on-going partnership relationship.

This potentially changing role of the various levels of park managers over the lifecycle of a concession

is depicted in Figure 5.
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Concession with a high level
of complexity
(a Complex Concession)

Central Mgt 1 /

Centralisation of
Park Manager

Control
Concession with a low level
of complexity
(a Simple Concession)
Individual Park/ l
Regional Level
Identification Contract Service Contract
Selection  Negotiation Provision Completion
Process
< Concession Timeline >
Figure 5: The Changing Role of Park Management over the Concession Timeline

Simple concessions which, by definition, have low levels of complexity will predominantly be managed
by the individual or regional park manager throughout the period of the concession agreement.
However, the greater the level of complexity, the more important the role of the central Concession
Unit of park management during the initial establishment of the concession agreement and during the
concession completion phase. During the operational phase, the role of the central Concession unit

will decline with the individual or regional park manager taking a greater role in park management.

This additional level of variability is reflected in the Concession Complexity Model by the inclusion of a
second expanded band of variability around the level of centralisation of park manager control area of
output and, in particular, with an potential for greater individual park manager control (during the

operational phase of the concession). This is highlighted in Figure 6 below.
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3 General

Central Mgt Variabilit\:
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Centralisation
of Park Manager
Control

Range of Transition
Variability

Individual Park/
Regional Level

Perceived
Levels of
Complexity
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)

Operator
Business
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Complex ¥

Figure 6: The Second Band of Variability (Transition Variability)

= |dentified Areas of Inefficiency
This Concession Complexity Model also indicates potential areas of inefficiency in park management.
Under this model:

- It would be appropriate for a concession with low complexity (i.e. a simple concession for
guided walking tours) to be controlled and managed at the regional or individual national park
management level.

- Conversely, complex concessions need to have a higher level of centralised management as
regional management does not normally have the experience or management capacity to

meet the needs of such concession arrangements.

These areas of inefficiency are depicted in Figure 7 below.
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Central Mgt

Centralisation
of Park Manager
Control

Individual Park/
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!

Operator
Business
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Figure 7: Identified Areas of Inefficiency

It should be recognised that there may be concessions where the park manager enters into a
concession within these ‘areas of inefficiency’ recognising that the outcome may result in additional
cost to the park manager. For example, a park manager may award a concession to a NFP
organisation or an indigenous organisation recognising that the management of the concession may
require more input from the Central Concession Unit, or additional financial support, than would
generally be expected. These exceptions will occur when the decision is driven by social needs rather

than environmental or financial outcomes. This situation would not occur frequently.
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4. The Concession Selection and Management Process

The previous section has outlined the Concession Complexity Model which is to be used to determine
the type of concession to be used, based on the complexity of the service to be provided, along with

the expected business characteristics of the commercial operator. While the Concession Complexity
Model assists in this important determination, it is also critical to understand the impact of the features

of the appropriate concession on the process for awarding and operating concessions.

The fourth key component of the total Commercial Business Model — the Concession Selection and
Management Process — has been developed to meet this need with it identifying:

= the major areas of activity within the overall concession process;

= the plotting of these activities against a ‘whole-of-life’ concession process timeline; and

= the key drivers of activity in service provision which impact on the structure of the concession

agreement.

The Concession Selection and Management Process is outlined in Figure 8 following.
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Externalities
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-Community interaction

y
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Figure 8:

For each of these key activities identified in the Concession Selection and Management Process it is

also appropriate to identify:

These factors have been individually considered for each identified area of activity to provide a

Concession Selection and Management Process

others may be equally important for both).

along with, where relevant, specific issues on which guidance is required, and

summary of the approach to be adopted in completing each activity area.
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Table 2: Concession Process Structure, Key Attributes and Issues

. Applicable to:
Activities Key Attribute Specific Matters to be Addressed

(where applicable)

- Clarification of the role of the regional park manager and Central

Concession Unit in the establishment of the concession along with +
the ongoing operations
Overall process requirements - Identification and sourcing of the skills required for the total process +

(including potential external sourcing)
- Ensuring the required resources are available to complete the

o : +
concession implementation
- Clear specification of service to be provided +
- Potential of existing service providers to meet the requirement +
- Confirmation that the service is best provided by a concession +
Determining services to be provided - Determine the expected commercial operator expenditure
by the private sector requirements along with the expected concession fee (using +
appropriate valuation techniques for the concession)
Needs identificati d - Potential to expand the service to make it more attractive for the +
ee : fs‘ 1 f;rltl 1cation an private sector
spectiication - Potential for service provision across a number of national parks +
Integration of services with other - Potential for provision of integrated service +
activities in the park and the - Need for interaction with other stakeholders +
surrounding region - Implications for service providers on park boundaries +
No of commercial operators — - Confirmation of need for monopolistic approach +
monopolistic, multiple service - Consideration of implications of monopoly on service provision and +
providers etc need for regulatory type control
Park manager concession - Role of regional park manager +
selection and q - Extent of centralisation required +
management process an . . . . . .
cri teri%l P . . - Clear specification of comprehensive financial, service delivery, +
Development of project brief environmental and social requirements
- Sourcing of required skills to complete the concession process +
- Identification of most appropriate method to approach the market for +
responses
Advertising process/approach - Individual approaches +
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Adpvertising medium to be used and frequency

Applicable to:

Selection/tender process

Requirement for an EOI
Requirement for an RFT
Establishment of independent evaluation panel

+ + + |+

Evaluation criteria

Development of an evaluation criteria which gives appropriate
recognition to and specification of:

- Vision

- Management

- Financial

- Environment

- Social

- Experience

- Risk exposure

Conduct of contract negotiation

Incorporation of draft concession agreement in tender documentation
Request for clarification of contractual terms for discussion
Adoption of a commercial approach to contract negotiation

+ + + |+ + + + + + +

Commercial operator
approach to responding

Source of opportunity identification

Approach to deciding whether to
respond

Concession services is in appropriate business area for commercial
operator
Ability to provide an adequate commercial return

Acceptance of concession agreement terms

+

Satisfaction of information
requirements

Ability to meet the information needs of the tender
Identification of areas which require clarification
Approach to potential interview requirements

+ + + |+ +

Legal relationship and
agreement

Type of agreement

Lease
Licence
Service delivery contract

+

Agreement features

Development of specific agreement features required
Specification of environmental obligations
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Applicable to:

Outline of cooperative/partnership arrangements + +
Ability to amend agreement during initial negotiation and flexibility + +
during concession period
Time period of initial agreement (including consideration of legal + +
. restrictions)
Agreement period Extension options appropriate + +
Termination options required + +
Structure of commercial operator Type of legal structure appropriate + +
ownership Private versus not-for-profit
. Based on the expected lease commitment and capital requirement,
Large versus small organisations . . . + +
determine the most appropriate type of business to meet the need
Family
Private company
Ownership and structure Ownership Puth company + +
Investment fund
Extent of protection against future ownership changes
Ability to satisfy initial capital commitment + +
Financial commitment of owners Ab1.11ty t? meet operatlo.nal expendl.ture requlremen‘Fs . . + +
Satisfaction that the entity ownership and structure is consistent with + +
the financial obligations
Approach to management of the Extent to which the management will be located on site + +
organisation Role and influence of ownership on management + +
Need for and frequency of meetings with on site park managers + +
Need for Central Concession Unit to be involved in regular meetings + +
Integration with management of the with the commercial operator
Management structure total park Need for and frequency of meeting with other operators/stakeholders + +
and arrangements Extent of participation in park strategy development/facility + +
expansion etc
Role of park manager in approving commercial operator marketing + +
Marketing arrangements activities
Completion of joint marketing initiatives + +
Specification of minimum + +

governance requirements
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Activities

Key Attribute

Specific Matters to be Addressed

(where applicable)

Applicable to:

Capital funding needs (including security requirements) + +
Operating requirements + +
Clear segregation between responsibilities of operator and park + +
manager
Allocation of financial responsibility Clear specification of product offering and role of participants in + +
establishing/controlling demand
Specification of approach for allocation of joint costs (including + +
marketing expenditure)
Establishment of procedures for funding of future capital works + +
which benefit both parties
Development of basis for payment including:
- Minimum base fee
- Incentive based fee (e.g. % of revenue) + +
Financial relationship - Allowance for increases f(?r inflation
. . - Allowance for regular reviews to market
Basis for operator commercial .. S . .
payment to park manager Pr<.)v1s.10n of potentlgl discounts basec.i on achlevgment of specific
objectives (e.g. specified level of capital expenditure, level of + +
customer satisfaction etc)
Review of overall potential payments to ensure they are financially
realistic (including use of an independent business valuation where + +
appropriate)
Establishment of approach for concession fee payment including + +
frequency
Frequency of payment Preferable to have a monthly or quarterly concession fee payment + +
regime with annual adjustments (if required)
Integration of payment frequency with reporting requirements + +
Flexibility of financial requirements Possible inqlusion of facility to renegotiate concession arrangements + +
after a specified period, particularly for long-term concessions
Approach to encouraging/enforcing vqluntary
. . environmental and commercial price based + +
Performance/incentive objectives regulatory
structures property right based
Incentive structures other than + +

financial
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Activities

Environmental affinity

Key Attribute

Previous record of environmental
management

Specific Matters to be Addressed

(where applicable)

Consideration of previous environmental record of the commercial
operator

Applicable to:

Environmental management
requirements

Establishment of environmental management requirements of the

commercial operator covering:

- Compliance with the conservation objectives of the park
manager

- Specification of specific environmental requirements,
including performance targets, related to the service being
delivered

- Specification of specific environmental requirements related
to the operations of the national park

Inclusion of (prompt) procedures for amending environmental

requirements

Integration of commercial operator into environmental outcomes of

the national park

Performance reporting
and control

Reporting requirements included in
contractual relationship

Inclusion of reporting requirements covering:

- financial reporting

- social reporting

- environmental reporting

Specification of frequency of reporting including possible two tiered
approach with regular restricted reports monthly or quarterly and
comprehensive reports annually

Need for financial information provided to enable assessment of
financial viability of operator

Specification of requirements of park manager reporting to
commercial operator

Feedback processes

Need for formal performance review meetings including frequency
Approach for obtaining independent rating of operator performance
Specification of reporting governance requirements

+

+

Identification of KPIs

Development of an appropriate set of KPIs (including where
appropriate specific targets) covering

- Service delivery

- Financial outcomes

- Environmental outcomes

- Community interaction
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Activities

Community interaction

Key Attribute

Role of organisation in the
community

Specific Matters to be Addressed

(where applicable)

Participation in relevant stakeholder groups

Applicable to:

Acceptance (and reporting) of social
responsibility

Connection with community

Closedown/termination
procedures

Allocation of responsibilities

Clear specification of requirements near the conclusion of the
concession including:

- Allocation or responsibilities

- Continuation of maintenance standards

- Responsibility for rectification works

- Approach to valuation of assets and inventory

- Handover procedures

Termination procedures

Clear specification of:

- Actions which will result in termination

- Procedures for termination

- Allocation of financial responsibilities

- Dispute resolution procedures

Inclusion of timetable where termination is required
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