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ABSTRACT

Increased environmental awareness of consumers and companies has changed
the ways many industries operate. The importance of the issue is hard to overestimate for the
hotel industry, which is recognised as a heavy consumer of non-durable goods such as energy and
water, and producer of vast amounts of waste. Despite their importance, environmental issues are
not always a top priority for hotels.

This research paper investigates whether the development of environmentally-
friendly practices by luxury hotel resorts can be used as a strategy for gaining competitive
advantage through differentiation, and suggests ways to do it. It explores environmental
sustainability in the context of the overall sustainable development of the hospitality industry.
The focus is on luxury hotel resorts in Phuket, Thailand. Interviews with key figures in three hotel
resorts and one hotel management company from a population of 26 hotel resorts were conducted.
The rest of the population was researched through secondary data. A direct survey of consumers
was conducted, where 408 questionnaires of a population of 4,234,982 were collected.

Findings indicate that environmentally friendly development of hotel resorts in
Phuket has a very limited use as a corporate strategy. Only two luxury hotel resorts had it
incorporated in their strategy. Nine hotel resorts had obtained eco-label. Though this is a higher
share of hotel resorts than the average in Thailand and Europe, it is not much used in marketing
indicating environmental issues are not seen as important. This was confirmed through the
interviews with the managers that it is not seen as important issue to promote. It was again
confirmed in that only 15 percent of the tourists indicated that they had seen, read or heard any
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environmental information before going to the hotel resort. The hotel managers argued that the
market for environmentally conscious guests was limited. Environmentally friendly strategies
were not believed to attract any additional guests, only possibly some return guests.

Though there was not much interest in promoting environmental practice the
managers had all been involved in implementing some form of environmental practices. Mostly it
was in terms of energy efficient equipment, waste water treatment plants, water conservation
through use of gray water in the garden and recycling. Two resorts had their own water supply,
which reduced the need for truckloads of water leading to green gas emissions. One resort also
said they were doing composting to reduce amount of waste sent to landfill and instead produce
soil for the garden, as well as using solar thermal to heat their hot water. That several hotels seem
to adopt some environmental practices was confirmed with 38 percent of tourists indicating
having seen environmental practices. Re-use of linen and towels to save water was the primary
practice noticed followed by key tags switching electricity automatically off to save energy. A
few also mentioned recycling of bottles as one practice. The practice of re-using linen and towels
to save water, which is tempting for many managers as an easy short term solution, is mainly for
saving laundry costs and is not for genuinely interest in the environment. One of the managers
interviewed said they stopped the practice of re-using linen and towels because only 4 percent of
the guests used the option. The main reason for hotel managers doing environmental practices
was cost savings, which was confirmed by several of the managers. However, a hurdle pointed
out was that it required high initial capital expenditure, which often was difficult to persuade
owners to make. The managers also pointed out lack of knowledge and a time consuming process
as challenges to operating environmentally friendly.

Despite a lack of belief of environmental issues being a good marketing tool
amongst the managers, results from the questionnaires show that 68 percent of tourists would
choose an eco-labelled hotel resort over one without an eco-label, and 56 percent would be
willing to pay a premium for it, with the majority willing to pay up to 5 percent premium (29
percent of tourists) and 10 percent (20 percent). This suggests that environmental development
may be a corporate strategy to gain competitive advantages. Relation between level of education
and whether or not guests are likely to choose eco-labelled hotel resorts over some without eco-
label was found, indicating that knowledge and awareness of the issue is important. In order to
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achieve good environmental credibility it was pointed out by some managers that significant
initial investments must be made, time spend on gaining technological know-how and on training
and monitoring, and efforts made to achieve third party recognition (e.g. through eco-labelling).
Time and money were identified as the main hurdles for environmental development, and explain
why few hotels choose to do environmental practice. At the same time, the slow adoption of
environmental practices makes competitive advantages gained through adopting them last even
longer.

With an increasing demand for environmentally friendly products in mind and
the fact that few hotels are eco-labelled, is can be argued that adopting differentiation strategy by
developing and operating environmentally friendly hotel resorts may give competitive advantage.
Putting this in light of identified cost savings achieved by environmentally friendly operations, it
is interesting to explore how it is possible to achieve competitive advantage through
environmentally friendly hotel development.


