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ABSTRACT 

A tourism sector that has high competitiveness can draw a great number of tourists that can 
result in well-improved regional economy growth, increasing rate of society’s income, and bigger 
opportunity into the work field. The growth rate of tourist visits in Ternate City from 2011-2015 is 
increasing, yet its growth percentage is changeable and tends to decrease. This research aimed at: 1) 
analyzing the competitiveness position of tourism sector of Ternate City against other regions in North 
Maluku Province; 2) formulating the strategy to increase tourism sector of Ternate City. The data 
were collected through documentation and interview. The data were obtained from Government 
Tourism Office, Central Bureau of Statistics, Regional Revenue and Asset Management Office, 
Development Planning Agency at Regional Level, Environmental Agency and Ministry of Finance of 
the Republic of Indonesia. The data obtained were analyzed using mix-methods consisting of shift 
share analysis, indexation, and SWOT. 

The result of this research showed that the performance of tourism sector in Ternate City from 
2011-2015 had positive growth better than that from North Maluku Province. This contributed to 
better society’s economy and employment absorption in Ternate City. The use of Diamond Porter 
model helped explain that tourism competitiveness in Ternate City is in the top position surpassing the 
other regencies/ cities in North Maluku Province. The main factor of its competitiveness is the 
existence of supporting and related industrial activities such as hotel, inn, man power, restaurant and 
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cafe as well as the number of tourist visits. Meanwhile, the less competitive indicators are the number 
of tourist spots and the regional strategy. Moreover, the government’s role was still considered lower 
than those from North Halmahera, Morotai, West Halmahera, Tidore, and Central Halmahera. Based 
on SWOT analysis, the strategies that can maintain and increase the tourism competitiveness in 
Ternate City are: 1) utulization of Information technology to attract domestic and foreign tourists; 2) 
building up the cooperation system with the surrounding regions in managing the integrated tourism 
sector; 3) cooperating with the local and central government in developing the tourism sector; 
4)empowering tour operators in attracting the tourists; 5) improving the quality and the quantity of 
scientific and cultural tourism; 6) facilitating the tourists to enter the tourist destination area. 
 
Key word: Competitive Advantage, Diamond Theory, Tourism Sector Index, Strategy, Ternate 
JEL Codes: J20, J21,  O11, R11, Z30 
 
 
1. INTRODUCTION 

Tourism sector affects nation’s development. In economy aspect, tourism is seen as a 
rapidly growing industry which even becomes the top driver of economy growth and arouses 
multiplier effect to the other sectors (WTO, 2002; Othman dan Mohd, 2011; Kovačić, et al 
2011; Guzmán, et al 2011; Karini, 2011; Wu dan Chang, 2013; Aryunda, 2011). It also 
decreases poverty and regional disparity in the developing countries (Chin, 2011). From 
socioclutural aspect, tourism becomes social solidarity trigger and improves fellowship 
among nations (Hamarneh, 2013), culture preservation and historical value appreciation 
(Suardana, 2011). From environmental aspect, tourism encourages conservation movement 
and love act to protect the environment (Prayogi, 2011). 

At the global level, tourism accounts for 5% (USD 1.4 trillion) of global exports and 
9.5% of the world's total GDP. While nationally, the strategic role of tourism is reflected on 
the solid contribution given to the national economy even when the performance slowdown 
occurs in almost all sectors (Bank Indonesia, 2015: 82). The largest economy impact of the 
tourism sector occurs on employment of 9.00% of national employment in 2014 or about 
10.32 million people residing in tourism-related sectors (Kemenpar, 2014: 32). 

In Indonesia, the national tourism performance shows a fairly good development, 
especially in the last five years, both related to the visits of foreign tourists (wisman) and 
domestic tourists (wisnus). The number of foreign tourists increased continuously throughout 
2009-2014 with an average increase about 7.2% per year, higher than the world average of 
only 4.7%. The rising number of foreign tourist visits is accompanied by an increase in 
foreign exchange earnings of an average 12.23% per year. In 2014 the number of foreign 
tourists was 9.44 million or grew 5.66% and generated foreign exchange of US $ 11.01 
billion, an increase of 9.47% compared to 2013. This rise positioned tourism as the country's 
largest foreign exchange earner, in the fourth rank after oil & gas, coal, and palm oil 
(Kemenpar, 2014: 52). 

The publication of the Word Ecomic Forum (WEF) in 2011, 2013 and 2015 on The 
Travel & Tourism Competitiveness Index Report showed an increase in the competitiveness 
of national tourism, in which in 2011 Indonesia was ranked 74 out of 140 countries, ranked 70 
in 2013 and ranked 50 in 2015. Although Indonesia's tourism competitiveness rating has 
improved compared to the previous year's position, it has not made Indonesia change to a 
better position relatively to Singapore, China, Malaysia, and Thailand. Based on World Travel 
and Tourism Council (WTTC) Report in 2008 and WEF in 2015 on Tourism & Travel 
Competitiveness Index (TTCI) it was found that from a number of competitiveness 
parameters used, only price parameters are the main factors of competitiveness in Indonesia. 
Crotti and Tiffany (2015: 17) WEF institute analysts point out that Indonesia's 
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competitiveness weaknesses include: (i) infrastructure; (ii) environmental sustainability 
protection; (iii) Deforestation; (iv) Hygiene; (v) safety and security. 

The tourism development becomes very important in order to increase the national 
income as well as the regional income in improving people’s welfare and prosperity, to 
expand employment and to encourage regional development. This causes many regions 
competing one another to introduce their tourism potential in order to attract tourist visits as 
much as possible. Blanked and Chiesa (2008: 19) revealed that there was a positive 
correlation between the competitiveness of destination countries with the number of foreign 
tourists who visited the country or region. In this case, tourism that has the competitiveness 
can attract tourists to visit the area (Gracan, et al, 2008; Stipanovic, et al, 2008; Jovicic and 
Vanja, 2008; Meyer, 2012; Wu and Chang, 2013). The competitiveness of a tourism will 
provide satisfaction for the tourists which in turn form the behavioral loyalty, i.e. visiting a 
toursit object repeatedly and even inviting others to visit the tourist destination (Valle et al., 
2006; Gracan, et al, 2008; Stipanovic, et al, 2008; Jovicic and Vanja, 2008; and Meyer, 2012). 
However, it cannot be denied that the competitiveness of an industry including the tourism 
sector is not always durable because it is influenced by internal and external factors or the 
pressure from competitors (David and David (2015: 43). In fact, tourism activities run in open 
spaces, while tourist decisions are independent and can change anytime towards the tourist 
object (Tathagati and Indscript, 2015: 3-4). Balan, et al., (2009) revealed the fact that in 1950 
there were 15 top destinations that attracted 98% or almost all tourists to these destinations, 
but 60 years later it remained 57%. Croatia's failure in modern tourism competition in the 
global market of the 21st century is caused by the less adaptive of its tourism development to 
the current development and its low innovative effort as well as its tendency to the old 
paradigm (Stipanovic, et al, 2008). In this case, competitiveness is not only determined by the 
natural resources or the existing input factors, but the other contributing factors are also 
influential such as the role of innovation and technological development, the political 
condition and the consistency of government policies in the regions or countries of tourist 
destinations (Damanik 2013: 50; Wu and Chang 2013; Othman and Rosli 2011; Chang and 
Hsia, 2013). The above description was in line with the tourism condition in Ternate, in which 
in 2012 Ternate City accounted for 83% of tourism market in North Maluku Province. Two 
years later, in 2014, the tourism market decreased by 16% resulted in 67%. The Growth of 
tourist arrivals deriving from both foreign and domestic tourists in Ternate city fluctuated and 
tended to decline. Overall, the tourist growth from 2011 to 2015 tended to deteriorate. This 
indicated the occurrence of some problems especially those regarding to the competitiveness 
and the competitive strategy which, in turn, made it strongly important to be examined. The 
movement of tourism competitiveness performance (2011-2015) was analyzed using shift 
share analysis. The position of tourism competitiveness in 2015 was analyzed using the Index 
of Diamond Theory variables, and then SWOT analysis was used to formulate strategies to 
increase the competitiveness of the tourism sector in Ternate City. 

 
The purposes of this Research 

This study aims to: 1) Analyze the position of tourism competitiveness of Ternate City 
to other regions in North Maluku Province; 2) Formulate strategies to improve the 
competitiveness of the tourism sector in Ternate City. 
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2.  LITERATURE REVIEW 

Definition of competitiveness 

In various literature the use of competitiveness concept is found in many perspectives 
(Saptana, 2010: Balkyte & Manuela, 2010). Competitiveness can be interpreted from the 
perspective of economic, political and business strategy of the company or industry. For the 
company, competitiveness is the ability to produce the right goods and services with the right 
quality, at the right price, and at the right time. This means meeting customer’s needs is more 
efficiently and more effectively than others do (Edmonds, 2000: 20). This is in line with the 
opinion of Black et al. (2009) that competitiveness is a competitive ability of goods or 
services in the market based on the combination of price and quality with the same quality 
and established reputation (Snieška and Bruneckiene, 2009). The Organization for Economic 
Co-operation and Development (OECD) argues that competitiveness is understood as: "The 
ability of firms, industries, regions, countries or regions to produce relatively high factors and 
sustainable levels of work" (Hatzichronoglou 1996: 20). From these definitions, generally, 
competitiveness can be interpreted as the condition of an organization to compete with other 
organizations as its rival (Law, 2009). 

 
Competitiveness theory 
In various literatures, it is explained that competitiveness theory evolved from trade 

theory, derived from Adam Smith's absolute advantage theory (1776). However, before the 
rise of the absolute advantage theory, the world view was much influenced by the doctrine of 
mercantilism. One of the great figures born in mercantilism era was Thomas Mun. In his 
book, England's Treasure by Foreign Trade, he succeeded in contributing to the theory of 
international trade (Askinatin, et al., 2003: 20). Mercantilism viewed that the welfare of a 
country was only determined by the amount of assets or capital held by the concerned country 
such as the hoarding of money, precious metals / gold or silver (Schumacher 2012: 13 and 
Langdana and Murphy, 2014: 7-8). Therefore, global trade is very important for mercantilism. 
The way to get profit from free trade is to increase exports and suppress imports and the state 
policies should protect this (Askinatin, et al, 2003: 20 and Langdana and Murphy, 2014). 

The mercantilism economic system began to disappear at the end of the eighteenth 
century, along with the emergence of a new economic theory proposed by Adam Smith in his 
book An Inquiry into the Nature and Causes of the Wealth of Nations (WN), published in 
1776. In this book, Smith strikes the mercantilist who applies a zero sum game i.e. a country’s 
advantage means loss to another country (Schumacher 2012: 13 and Langdana and Murphy, 
2014: 8). Smith proposed a theory known as the "absolute advantage" that focused on the 
Labor of Value which meant that the more the number of labors used, the higher the value of 
the goods (Labor Theory of value). This theory emphasizes that the efficiency in the use of 
inputs, such as labor in the production process greatly determines the level of 
competitiveness. The advantage of the absolute-advantage theory is the occurrence of 
international trade between two countries if each country has a distinct absolute advantage 
between the two commodities. These differences result in mutually beneficial export and 
import interactions between the two countries. On the other hand, the weak point of this 
theory is that if there is only one country that has an absolute advantage (between two types of 
goods), then international trade will not occur because it is not mutually beneficial. 

David Ricardo viewed the phenomenon of world trade was no longer in line with 
absolute advantage theory, which then he modified it by bringing up a theory of 
competitiveness called comparative advantage. His book, Principles of Political Economy and 
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Taxation (1817), described that the cost comparative advantage or a state obtained a 
comparative advantage if it was more efficient in producing one good than that of other 
countries (Helpman 2014; Langdana and Murphy 2014: 11-14). The definition of excellence 
was in the form of comparison, not in the form of real added value (Tarigan (2005:79). 
Therefore, international trade will benefit a country if it makes product specialization, exports 
the goods in which if the country produces it thmeselves, it will relatively more efficient as 
well as imports goods in which if a country produces them, it will be less efficient (Faccarello 
2015 and Schumacher, 2012: 25). This theory suggests that the main trigger of international 
trade is not an absolute advantage or absolute weakness, but a comparative advantage. The 
weakness of this comparative advantage theory is that it only explains the difference in the 
superiority among countries and its implications in international trade and division of labor, 
but it does not explain why there are differences in the superiority among these countries. 

Michael E. Porter is a professor and strategy management expert. He tries to assess 
competitiveness from a micro (company) perspective to a macro (nation) perspective. His 
book entitled "The Competitiveness Advantage of Nation" published in 1990, describes the 
theory of competitive advantage with four major factors determining competitiveness (Porter, 
1990: 71-129), i.e. factor conditions, demand conditions, related and supporting industries, 
firm strategy, structure and rivalry. In addition to these four factors, there are two factors that 
influence the interaction among the four factors, namely the role of government and the role 
of opportunity. Taken together, these factors form a system in enhancing the superiority of 
competitiveness called the diamond model, as shown in the following figure 1. 

FIGURE 1. PORTER’S DIAMOND FRAMEWORK 
 

 
 

 
 
 
 
 
 
 
 
 

Source: Porter 1990:127 
 
Factor conditions are variables that already exist and are owned by an industry. Porter 

divides this factor into two conditions, namely basic and advanced factors. The basic factors, 
such as natural resources, climate, location, unskilled and moderate labor, etc., are essentially 
inherited or created through simple and unsophisticated investments. Advanced factors, such 
as digital data of infrastructure communications, university research institutes, etc., are much 
more difficult to create, demanding large and continuous investments and often present the 
right institutional structures. Porter (1990: 74) asserted that the availability of factor 
conditions and the rate of its increase also contributed to the quality and competitiveness of an 
industry. 
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Demand conditions is related to sophisticated and demanding local customers. 
Demand conditions are the nature of origin for goods and services. The more advanced the 
society and the more demanding the customers in the country, the more the industry strives to 
improve the product quality or innovates to meet the needs of local customers. As with the 
globalization , the demand condition is not only coming from local but also from abroad  

Related and Supporting Industries which have excellent competitiveness will provide 
potential advantages for industries in a region. This is due to the fact that the supplier industry 
produces widely used inputs which is important for innovation and internationalization. 
Synergy and efficiency can be created such as transaction cost, sharing technology, certain 
information or expertise that can be utilized by industry or other company. Another benefit of 
related and suppporting industries is the creation of well-improved competitiveness and 
productivity. 

Firm Strategy, Structure and Rivalry including management practices, modes of 
organization, willingness to compete globally, company goals, etc., should be appropriate for 
an industry where the industry competes. The way to organize and manage a company is 
strongly influenced by the national conditions, such as the education system and historical 
development. This condition will motivate the company or industry to improve the quality of 
the products and to always look for new innovations. In this case, Porter (1990: 109) suggests 
looking at this determinant from the perspective of how companies are established and 
managed, and what is the nature of domestic competition because different countries have 
different cultures. 

The Role of Government is a factor that does not directly affect the improvement of 
the competitiveness, but it affects the four determinants of competitiveness. Government role 
can occur through government policies such as regulation, education, tax and monetary 
policy. In addition, the government plays a role in facilitating the access to bureaucracy as 
well as improving the quality of infrastructure. The role of this government could be a 
position in favor of four condition factors in the diamond model frame, but also can have a 
negative effect. 

The Role of opportunity is beyond the control of a company or government that will 
create a competitive environment and affect the level of competitiveness, such as new 
discoveries, basic technological breakthrough, external political development, and major 
changes in foreign market demand. The role of this opportunity will create or add additional 
wealth. 

 
Competition Strategies 
Porter (1998: 3) defines strategy as the creation of a unique and valuable position, 

involving a different set of activities. Meanwhile, Heizer and Barry (2006: 32) mention 
strategy as an organizational action plan to achieve the mission. Each functional area has a 
strategy to achieve its mission and to help the organization achieve its overall mission. 
Although the emphasis of these two definitions differs, where Porter emphasizes unique and 
valuable positions, and Haizer and Barry emphasize the mission's accomplishment plan, but 
both illustrate that strategy is the creation of favorable positions in order to achieve certain 
goals. It is commonly found that the strategy is the creation of the right position to excel in 
competition (Porter 1998: 3, Heizer and Barry, 2006: 32; David and David, 2015: 43; 
Sedermayanti, 2015: 2). Thus, competition strategy is defined as position creation through 
internal and external analysis that enables the industry or company to excel in competition. 
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Tourism 
Tourism is a temporary travelling, from one place to another place with the intention 

not to do business or to make a living in the visited place but merely to enjoy the journey, 
sightseeing, recreation or fulfilling various desires (Yoeti , 1996: 109), and can be done 
repeatedly (Muljadi and Warman, 2016: 8; Suryadana and Octavia, 2015: 30). From the 
definition, tourism refers to four basic things, namely travelling, from one place to another 
place, a relatively short time and recreational purposes. In line with this, Word Tourism 
Organization (2012) defines tourism as follows: The activities of persons traveling to and 
staying in places outside their usual environment for not more than one consecutive year for 
leisure, business and other. 

Based on its types, Tourism can be divided into two categories (Suryadana and 
Octavia, 2015: 32), namely: 1) Natural Tourism which consists of: Coastal tourism (marine 
tourism), Ethnic tourism; ecotourism; Buru Tour, Agro Tour, 2) Socio-Cultural Tourism, 
which consists of: Historical heritage; Museums and other cultural facilities. The basic 
components of tourism that interact with one another (Inskeep, 1991: 38; Zaei and Zaei, 2013: 
14) are: a) Attractions and tourist activities. The concerned tourism activities include all 
matters related to the natural environment, culture, the uniqueness of an area that attract 
tourists to visit a tourist object, such as: Theme Parks, Natural Areas, Cultural, Educational, 
Events (all types), Indigenous; b) Accommodation is a variety of hotels and various other 
facilities related to services for tourists, such as: Motels, Serviced Apartments, Camping 
Grounds, Farm Stays, Guest Houses, Bed & Breakfast, Backpackers, Caravan Parks, Cabins, 
Houseboats, Resorts; c) Tourist facilities and services are all facilities needed in planning 
tourist areas, including tour and travel operations (also called welcoming services). The 
intended facilities are restaurants and various other places to eat, shops to sell handicrafts, 
souvenirs, specialty shops, grocery stores, banks, money changers and other financial service 
facilities, tourist information offices, beauty salon, health care facilities, public security 
facilities (including police office and fire stations), and travel facilities for in and out (such as 
immigration and customs offices); d) Transportation facilities and services; e) Other 
infrastructure, such as the provision of clean water, electricity, drainage, sewerage, 
telecommunications (such as telephone, telegram, telex, facsimile, and radio); f) Institutional 
elements are the institutions needed to build and manage tourism activities. 

 
The Measurement of Tourism Competitiveness 
The measurement of tourism competitiveness is fairly interesting because it is a 

crucial factor for the success of the tourism industry (Mihalic, 2000; Crouch and Richie, 
1994, 1995, 1999; Dwyer et al, 2000). According to Berdo (2016) there is no universal model 
to provide an appropriate evaluation / measurement towards the tourism competitiveness, but 
the use of models and techniques depends on the researcher's ability and the availability of the 
data. The analysis of tourism competitiveness in this study used Diamond Theory (Porter, 
1990: 71-129), which consists of four main variables. Chin, at al (2015) mentioned that four 
variables from the Porter’s model were proved successfully and promoted the competitiveness 
in Bali tourism. There are some researchers who use the Porter diamond frame, including 
Huttasin, at al (2015) in which his research entitled “Towards Tourism Development Of The 
Isan Region, Northeastern Thailand”, revealed that the low competitiveness of tourism sector 
in Ubon Ratchathani was due to cultural constraints, the lower quality of factor conditions 
especially the lack of skilled tourism workers, less coordination in the chain of tourism value, 
less cooperation between the public and private sectors and sophistication of demand 
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conditions. Croitoru’s research (2011) on "Tourism Competitiveness Index-An Empirical 
Analysis Romania vs. Bulgaria ", showed the competitiveness index of Romania is lower than 
that of Bulgaria. Of the 3 main variables, Bulgaria outperforms Romania. Meanwhile, from 14 
indicators (derived from primary variables), Bulgaria outperformed 12 indicators, while 
Romania only excelled in 2 indicators of environmental sustainability, in the form of 
protection of rare species and environmental protection. The most favorable thing of the 
Bulgarian competitiveness index is the political, administrative and legal system that provide 
a level of security for tourists, investors and business actors. This research has similarities 
with previous studies, such as the use of diamond theory and its analytical methods, but the 
difference lies in the use of SWOT analysis that is integrated in formulating strategies to 
improve the competitiveness of the tourism sector of Ternate City. 

 
3. RESEARCH METHOD 

 Research approach 

This research included qualitative design, which aims to find out the meaning of 
natural events (Emzir 2011: 15, Mukhtar 2013: 10, and Sugiyono (2016: 8), about the position 
of tourism sector competitiveness and the determinants of competitiveness with the intention 
of, it can be formulated an improvement strategy of tourism sector competitiveness inTernate 
City. 
 Location and Time of Research 

The research was carried out in Ternate tourism sector, but its analysis included other 
areas in North Maluku Province for its comparison including West Halmahera, Central 
Halmahera, Sula Islands, North Halmahera, South Halmahera, East Halmahera, Morotai and 
Tidore Islands. This research was started from March to August 2017. 
  
 Method of Collecting Data 

The data were collected through documentation technique, i.e. collecting secondary 
data as main data such as PDRB, APBD, infrastructure condition, tourism object, workforce, 
accommodation provider industry, and number of tourist visit. These data were obtained from 
the Tourism Office, the Central Bureau of Statistics, the Regional Revenue and Asset 
Management Department, the Regional Development Planning Board, and the Finance 
Ministry of the Republic of Indonesia. Interview techniques were also conducted to obtain 
information supporting the secondary data.  the informants involved were a number of leader 
elements of the of government agencies in Ternate City, including the Office of Manpower, 
Tourism Office, Regional Income and Asset Management Department, Environmental 
Agency, Regional Development Planning Agency. 

Data Aanalysis  

The Data were analyzed using mixed methods (Kiessling and Harve, 2005: 22; 
Swanson and Holton 2005 in Sugiarto, et al, 2015: 46). The analysis used shift share analysis 
through time series data PDRB 2011-2015, while indexation technique used data in 2015 and 
SWOT used the data from shift share and indexation result. Shift share technique aims to 
determine the tourism performance and benefits of the last five years. Indexation technique 
aims to determine the competitiveness index of tourism sector. Then the result of shift share 
analysis and indexation becomes part of SWOT analysis input to formulate strategy to 
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increase the competitiveness of tourism sector. The Shift Share analysis used follows the 
Pratiwi at al (2016) model, where the regional Growth Component consists of three variables 
decomposition become component of deviation ∆Yi, is regional growth component (RG), 
proportional or industrial mix growth component (PG), and regional share growth component 
(RSG).  The equation becomes:  

∆Yi = PRij+PPij+PPWij 
  or detail can be declared  
∆Yi = Y′ij - Yij 
PRij = (Ra)Yij   
PPij = (Ri – Ra)Yij 
PPWij = (ri – Ri)Yij 
 
Where:  
∆Yi = changes in income subsector-i in region – j. 
Yij = GDRP subsector -i in district/city in basis year analysis. 
Y′ij = GDRP subsector-i in district/city in end year analysis  
Yi = GDRP subsector-i in all region research at basis year analysis. 
Y′I = GDRP subsector-i in all region research at end year analysis.  
Y = GDRP all subsector-i at basis year analysis.  
Y′ = GDRP all subsector -i at end year analysis. 
  
Ri=        ;      Ra=      ;      ri =    

 
Regional Growth (RG) which has positive value means that the region is growing faster than 
the average growth province. Meanwhile, the negative sign gives an indication that a regional 
growth is slower than the average province growth. Proportional Growth (PG) which has 
positive value gives an indication that sector-i (regional) is rapid sector, the sector is growing 
faster than the economy growth in totality and negative values indicate that the sector is slow. 
Regional share growth (RSG) indicates competitiveness which has a sector-i in a region 
compared to the same sector in the region of comparison (the region one or two level above, 
or used a national scope). 

Indexation Analysis 
 
This analysis is used to determine the level of competitiveness between one region to 

other regions in one province. This study will compare the competitiveness of Ternate tourism 
city to the other Nine Regencies / Cities in North Maluku Province. Calculates the tourism 
index of the constituent indicators (variables) in Diamond Model framework, which consists 
of four main factors, namely: 1) factor condition consisting of the number of tourist objects 
and the workers; 2) demand conditions consisting of the number of domestic and foreign 
tourists; 3) regional strategy consisting of good road conditions and government budgets for 
tourism; and 4) supporting and related industries comprising of hotels, inns, restaurants, and 
cafes. Calculating the index required standardization of data on each indicator. The 
standardized data in this study adapted the formulation used by Fernando (2014), with a slight 
adjustment of the symbols in the above shift share, as follows. 

 X’ij  =   
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Where:  
X’ij  = The standardized i-th district value for the j-th variable;  
Xij   = the data value of i-th regency/city j-th variable ; 
Minj  = minimum value of j-th variabel ;  
Maxj  = maksimun value of j-th variabel. 

SWOT Analysis 

The SWOT analysis is used as a continuation of the previous analysis, where the 
results of shift share and indexation become the input for performing the SWOT analysis. The 
stages in performing the SWOT analysis adopted several explanations from the experts such 
as David and David (2015), Sedermayanti (2014), Yoeti (1996), Rangkuti (2014) and 
Muhammad (2008 and 2013). SWOT analysis is mapped into two parts, namely Internal 
Factor Analisys (IFA) which consists of elements of strength and weakness and External 
Factor Analisys (EFA) which consists of elements of opportunity and challenge. Each 
element consists of strategic factors for measuring, rating and scoring professionally to weigh 
the condition of each element. The IFA and EFA results are mapped using four main 
quadrants. Furthermore, to determine the strategic position of the tourism sector, this research 
used 8 quadrants developed by the Management Board of Economics Faculty from the 
University of Indonesia (Muhammad, 2008: 65 and 2013: 176). Finally, the formulation of 
strategy refers to IFA and EFA strategy positions consisting of four alternative strategies, 
namely: SO Strategy: utilizing all power to seize the maximum possible opportunity; ST 
Strategy: use force to overcome threats; WO strategy: minimize the weaknesses to capture 
opportunities; and, WT Strategy: minimize the weakness and avoid threats. 
 
4. RESULTS AND DISCUSSIONS 

Research result 

Object of research 

Ternate City is an archipelago consisting of eight islands, five of which are inhabited 
islands (Ternate, Hiri, Moti, Mayau, Tifure) while the other 3 uninhabited small islands are 
Maka, Mano and Gurida. Ternate City consists of seven sub-districts and seventy seven 
villages, in which 56 villages (72,73%) are located in coastal areas and the other 21 urban 
villages (27,27%) are not coastal areas (BPS Ternate, 2016). Ternate City is the main gate of 
North Maluku province entrance because it has sea port and airport. Up to now, Ternate still 
keeps historical and cultural stories that become evidence of its glory in the past. These glory 
evidence from the past is now becoming a historical and cultural attractions arousing 
amazement reactions, such as Kedaton Sultan Ternate in which it keeps objects of high 
historical value and Sultan Ternate Mosque using a combination of ancient Chinese and 
Javanese architecture, Tolukko Fortress, Kastela Fortress, Kalamata Fortress, Oranje Fort, 
Traditional Ceremony of Kololi Kie and Legu Gam Festival (people’s party). Besides keeping 
historical and cultural treasures, Ternate City also has natural potential and interesting 
geological phenomenon such as Tolire Lake, Gamalama Mountain, Sulamadaha Beach, 
Bobane ici Beach, Angus Rock, and Nukila Park (Ternate City Tourism Office 2016). 

Competitiveness of Ternate tourism sector 

Ternate tourism sector contributes to the regional economy income. This can be seen 
from the Regional Growth/PR of the tourism sector in the period of 2011-2015 whose value is 
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positive with an average growth of 6%. The positive value of PR means the growth of tourism 
sector in Ternate City is greater than the growth of North Maluku Province. The highest 
growth occurred in 2011-2012 reaching up to Rp. 4,631,5325 million (7%). 

TABLE 1. SHIFT SHARE ANALISYS TOURISM SECTOR IN TERNATE 
Component (Million) GROWTH YEARS PERIOD 

 2011-2012 2012-2013 2013-2014 2014-2015 
Regional Growth/PR 4631.5325 4178.184 3681.6425 4777.6578 
PR % 7 6 5 6 
Propositional Growth/PP -1323.295 -696.364 2945.314 -796.2763 
PP % -2 -1 4 -1 
Regional Share Growth/PPW 0 696.364 -736.3285 0 
PPW % 0 1 -1 0 

Source: Author 2017 
Proportional growth of tourism sector in the period of 2011-2012 reached the value of 

Rp. -1,323,295 million (-2%). The value of PP <0 indicates that the tourism performance is 
experiencing slow growth. Furthermore, in 2012-2013 the growth is still slow with a value of 
Rp. -696,364 million (-1%). Positive growth occured in 2013-2014 reached up to 2.945.314 
million (4%), but in 2014-2015 the slow growth happened again with a value of Rp. -
796.2763 million (-1%). Regional Share Growth in 2011-2012 shows that the tourism sector 
is relatively powerless (PPW value = Rp.0), but in 2012-2013 the tourism sector is able to 
compete better than other regions in North Maluku province as it receives a positive value of 
Rp. 696,364 million (1%). Meanwhile, in 2013-2014 PPW tourism sector deteriorated again 
with the value of Rp. -736.3285 million (-1%) and in 2014-2015 it could improve again, 
although its position is relatively not competitive. 

The occurrence of fluctuations in the performance of the tourism sector is strongly 
influenced by the competitiveness condition of the tourism sector itself and its determinant 
factors. Competitiveness Position of tourism sector of Ternate City in 2015 and its 
determinant factors are explained through the Diamond Model framework, which consists of 
four main factors, namely: 1) factor condition consisting of the number of tourist objects and 
the workers; 2) demand conditions consisting of the number of domestic and foreign tourists; 
3) regional strategy consisting of good road conditions and government budgets for tourism; 
and 4) supporting and related industries comprising of hotels, inns, restaurants, and cafes. Of 
the four competitiveness factors, the tourism competitiveness of Ternate City is at the top 
position among the eight regencies / cities in the province of North Maluku, as shown in the 
following figure. 
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FIGURE 2. TOURISM COMPETITIVENESS INDEX 
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the number of tourist objects the number of tourist workers
the number of domestic tourists the number of foreign tourists
good road conditions government budgets for tourism
The number of hotels and inns The number of restaurants and cafes

 
Source: Author 2017 

The competitiveness of Ternate tourism sector is strengthened by the supporting and 
related industries (hotels, lodges, restaurants and cafes), the number of manpower and tourist 
visits. The number of hotels and inns in Ternate City from 2011 is 666 units, then it reached 
up to 685 units by 2015. The number of restaurants and cafes in 2011 is 52 units, then 
becoming 90 units in 2015. From these 5 years span, supporting and related industries have 
increased very well. The increase has an impact on the absorption of labor, where in 2015 the 
labors absorbed in the tourism sector are 791 people. External factor that supports the 
competitiveness of Ternate tourism sector is a strategic geographical location, i.e.  as a center 
of transportation and trade routes in North Maluku Province (BPS, 2016). This is in line with 
Porter's (1990: 72) opinion that location is the basis of the factor conditions. Strategic location 
is part of static excellence (Saptana, 2010). Thus, this strategic location is beneficial to 
Ternate tourism because it affects the cost of travel. Tourists from outside North Maluku 
Province will spend relatively smaller travel costs if they travel in Ternate City, rather than 
traveling in other areas. Utami and Hartono (2016) view that the value of price elasticity 
affects the demand of tourists. The demand from tourists to certain destination will decrease 
when there is an increase in the destination cost in which the percentage decrease in demand 
is higher than the percentage increase in prices. Another factor that supports the 
competitiveness of Ternate tourism is the development of information and communication 
technology that facilitates the sharing of information and openness to the outside world, thus 
providing greater opportunities for the development of the tourism sector. This is in line with 
Andriotis’ (2004) research towards the traveling and tourism industry in Yunai showing that 
technology is very influential in supporting the competitiveness. 

Beside highlighting factors that have high competitiveness index, this study also looks 
at low-index factors that affect tourism competitiveness. The government role in developing 
tourism object and determining budget allocation policy is still considered low so that the role 
of Ternate government is under North Halmahera. The allocation of tourism budget in 2011 is 
only 0.37% or Rp. 1,972,000,000 of the total budget in Ternate City as many as Rp. 
532.219.000.000, -. Then the budget allocation in 2012 increases up to 0.50%. In 2013 there 
is no budget allocation for tourism. Then in 2014 the allocation is given as many as 0.40% 
and 0.17% in 2015. The low role of the concerned government can also be seen in the 
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documents of the Medium Term Development Plan (RPJMD) of Ternate City during 2011-
2015, in which of 11 prioritized programs, there is no tourism priority. 

The government role in developing the tourism sector affects the quality and the 
quantity of tourism sector in Ternate City. The Research of Wu and Chang (2013), Othman 
and Rosli (2011), Wu, et al (2013) and Damanik (2013: 50) found a similar fact, where 
political will and the consistency of government policies affect tourism competitiveness. 
Government is required to develop physical infrastructure, public facilities and infrastructure 
that play an important role in productivity, although there still remains a debate concerning 
the size of its influence (Calderon and Serven, 2004; Garcia-Milà et al., 1996; Gramlich, 
1994; Aschauer, 1989). The role of the government can also provide efficient access to capital 
which is important for the companies to make the long-term investments necessary to raise 
the level of productivity (Ang, 2008; Aghion et al. 2007; Levine, 2005; King and Levine, 
1993; Rajan and Zingales, 1998). 

 
Strategy for Increasing the Competitiveness of Tourism Sector in Ternate City 

The competitiveness indexation of the tourism sector shows some weaknesses 
possessed by the tourism sector of Ternate City such as the role of the government, the 
tourism object and the budget policy. This weakness causes the percentage of tourism growth 
in Ternate City tends to decrease. This fact gives a negative signal that the position of tourism 
competitiveness in Ternate City could deteriorate due to internal weakness, competitive 
pressure and social situation change (David and David (2015: 43). Based on SWOT analysis, 
the internal condition (strength and weakness) owned and external situation (opportunities and 
challenges) faced by Ternate tourism sector are revealed. 

The internal condition that becomes the strength and is owned by Ternate tourism 
consists of the following strategic factors: the availability of relatively affordable tourism 
object; the sufficient availability of tourism labor; adequate accommodation for hotels and 
inns; adequate restaurants and cafe; the good security level of travel; the availablity of 
adequate infrastructure of information and communication technology; the existence of 
historical and cultural wealth that is well known and reputable in Indonesia as well as in the 
World. Meanwhile the weaknesses are: The role of government is low; The absence of 
specific institution for tourist management; The database and tourist information center are 
not available; The lack of common perceptions among the government, entrepreneurs and 
society concerning tourism management; the development of tourist object is static and less 
innovative; Low environmental protection especially the abrasion in coastal tourist areas; The 
low number of tourist objects and attractions. 

The external situation that becomes profitable opportunity for Ternate tourism consists 
of the following strategic factors: Ternate City is a center of trade and education; Ternate has 
both air and sea transportation; it has increasingly improved people's economic level that can 
encourage tourist motivation; The ability of people to access information is increasing; 
National development policy, the acceleration of transportation infrastructure and the 
connectivity of information and communication technology network (ICT) (RPJMN 2015-
2019) are well-improved; The interest of domestic tourists is quite high; The interest of 
foreign tourists is quite high. Meanwhile the things that become the threat and potentially 
disadvantageous are: Gamalama mountain eruptions are frequent and can reduce the 
motivation of tourists; National and regional security conditions; The demand of sustainable 
tourism paradigm affects tourist behavior, especially foreign tourists; Demands for the 
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diversity of destinations. Furthermore, S-W score tabulation was performed to obtain IFA 
values, while the EFA score was obtained from the O-T score tabulation. 

TABLE 2. SWOT MATRIX 

IN
TE
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AL

  F
AC

TO
R  

AN
AL

ISY
S  

(IF
A)

 

STRENGTH (S) Weight Rating Score 
1. Availability of affordable tourism object. 0,2 4 0,8 
2. The adequate numbers of tourism workforce. 0,1 4 0,4 
3. hotel and inn accommodation  0,2 4 0,8 
4. the availability of adequate restaurant and cafe 0,1 4 0,4 
5. the satisfying security of tour 0,1 4 0,4 
6. the availability of adequate infrastructure of information 

and coomunication technology 
0,1 4 0,4 

7. the existence of well-known historical and cultural wealth 
in Indonesia 

0,2 4 0,8 
Total sum 1,0  4,0 
WEAKNESS  (W) Weight Rating Score 

1. Government role is low  0,2 1 0,2 
2. There is no specific institution for managing the tourism 0,2 2 0,4 
3. There is no database and information center for tourism 0,1 2 0,2 
4. There is no common perception  among government, 

enterpreneur and society concerning tourism management 
0,1 2 0,2 

5. Tourism object development is static and less innovative 0,2 2 0,4 
6. There is a  lack of environmental protection  especially the 

abration in the coastal areas of tourism. 
0,1 2 0,2 

7. Poor numbers of tourism object and attraction 0,1 2 0,2 
Total sum 1,0  1,8 

IFA score : S-W = 4,0-1,8 = 2,2 
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R  
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OPPORTUNITY  (O) Weight Rating Score 
1. Ternate City is the center of trade and education  0,2 4 0,8 
2. It has both air and sea transportation 0,2 4 0,8 
3. it has increasingly improved people's economic level that 

can encourage tourist motivation 0,1 3 0,3 
4. The ability of people to access information is increasing 0,1 3 0,3 
5. National development policy, the acceleration of 

transportation infrastructure and the connectivity of 
information and communication technology network (ICT)  
(RPJMN 2015-2017) 

0,1 4 0,4 

6. The interest of domestic tourists is quite high 0,1 2 0,2 
7. The interest of foreign tourists is quite high  0,2 4 0,8 
Total sum 1,0  3,6 
THREAT  (T) Weight Rating Scor 
1. Gamalama mountain eruptions are frequent and can reduce 

the motivation of tourists 0,2 1 0,2 
2. National and regional security conditions 0,3 1 0,3 
3. The demand of sustainable tourism paradigm affects tourist 

behavior, especially foreign tourists 0,3 2 0,6 
4. Demands for the diversity of destinations 0,2 2 0,4 
Total sum 1,0  1,5 

EFA Score  : O-T = 3,6-1,5 =2,1 
  Source: Author 2017 
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To find out the quadrant location of the priority strategy for increasing the 
competitiveness of the tourism sector in Ternate City, the formulation of OT line as EFA with 
value 2.1 and SW line as IFA with value 2.2 is used as shown in the following figure. 

FIGURE 3. QUADRANT OF TOURISM SECTOR POSITION 

 Source: Author 2017 (LM-FEUI Model, in Muhammad 2008:65) 
The strategy that must be implemented to improve the competitiveness of Ternate 

tourism sector lies in the I.A quadrant, which is between internal strength (strength) and 
external opportunities (opportunity), where strength is weighted bigger than opportunity so 
that the alternative strategy is in the "Rapid growth strategy". This strategy is done to increase 
the growth rate of tourist visits more quickly and to increase businessman income through the 
increasing quality of strength factor to maximize the utilization of opportunity. Thus, the 
strategy used is the S-O (Strength-Opportunity) Strategy, i.e. a strategy that uses the strength 
to capture the opportunities, which are as follows: 
1) Utilization of information and communication technology (ICT) to attract foreign and 

domestic tourists. This strategy consists of two categories; First, the utilization of ICT for 
tourism management such as the manufacture of digital-based data base and geographic 
information systems (GIS). The use of GIS application for tourism planning can provide 
strategic opportunities and increase tourism competitiveness (Jovanović and Angelina, 
2008 and Marzuki et al 2011). Second, the ICT is used as a campaign media such as the 
creation of tourism websites and ICT-based applications to produce effective promotion 
activities and tourism marketing (Prasetya, 2011 and Soteriades, et al, 2004). ICT also 
facilitates individuals to access the information of tourism product from anywhere at any 
time. Tourism companies can reach the targeted customers around the world (Bethapudi, 
2013), thus ensuring the sustainability of tourism (Wöber, 2003). 

K.IV. Difersifikasi 
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2) Establish cooperative system with the surrounding area in an integrated tourism 
management. This strategy emphasizes two things. The first is tourism promotion 
cooperation and the second is sales tour package cooperation. These two forms of 
cooperation promote participation and mutual relationships (Kadi, et all, 2015). This 
strategy is proved to be implemented successfully in many regions, although it used 
different terms. Jolliffe and Tom (2004) see the term partnership as a tourism approach in 
the Scottish highlands with three components of building partnerships, namely local and 
regional tourism, economic development agencies and art instititution. This approach 
gives benefits such as: 1) establishing relationships among various institutions and 
organizations; 2) strengthening the culture and supporting the art accessibility; 3) adding 
the main product and enhancing the attraction of the tourist destination; 4) creating 
economic impact. Meanwhile Saftic, et al (2011) see the term as a stakeholder approach 
i.e.  a management approach that increases tourism visitors and supports the development 
of sustainable tourism. 

3) Establishing cooperation between local government and central government in 
developing the tourism sector. The Cooperation with the central government can help 
overcome obstacles such as technological infrastructure development, transport channel 
and tourism promotion. This cooperation can provide benefits for the region as well as for 
the country such as the increasing number of tourist visits and the improvement of 
regional and national tourism performance. Government can activate the crucial factors 
of tourism competitiveness, such as development policies, political consistency 
(Damanik, 2013: 50), national security, regulation that can protect the environment, 
social and culture and (Xin and Jennifer, 2014) long-term investment. 

4) Empowering tour operators in attracting tourists. This strategy is carried out to increase 
their capacity to understand the regional tourism sector and international market 
conditions. Tour Operator is a party that operates a trip to a certain region or operates a 
series of tourist activities. Tour operators have communication network with various 
travel agencies, so they have an important role in promoting regional tourism to tourists 
(Tathagati and Indscript, 2015: 9). Tour operators become one element that play an 
important part in the tourism competition (Andriotis, 2004; Okech, 2004). 

5) Developing the quality and the quantity of scientific and cultural tourism. These 
strategies further highlight Ternate as a sultanate and educational city, which has a 
scientific, artistic and cultural nuance. 

6) Facilitating the tourists’ entrance to the tourist area. 
This strategy is related to the customer service that prioritizes the satisfaction of the 
tourists, because it can establish loyalty behavioral (loyalty), i.e a repeated visit and 
inviting others to visit a tourist destination (Valle, et al, 2006). This can support the 
sustainability aspect of a tourism (Gracan, et al, 2008); (Stipanovic, et al, 2008); (Jovicic 
and Vanja, 2008); (Meyer, 2012); and (Wu and Chang, 2013). 

 
5. CONCLUSIONS AND LIMITATIONS 

Ternate tourism sector contributes to the improvement of local economy and 
employment. Based on the analysis of shift share, it is known that the tourism sector in the 
period of 2011-2015 has a Regional Growth that is bigger than the Province growth, but the 
growth is fluctuative and tends to decrease. The period of 2012-2013 is the point where 
Ternate Tourism sector has competitiveness and specialization. This is due to the increasing 
development of tourism industry and the increasing number of tourist visits. Through Porter 
diamond framework, it is known that the total competitiveness of tourism sector in Ternate 
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City in 2015 is in the top position of 9 regencies / cities. The main factor determining the 
competitiveness of tourism is supporting and related industry activities, such as hotels, 
lodging, restaurants, and cafes. In addition, the absorption of labor and the number of 
domestic and foreign tourists also increase the competitiveness of the tourism sector in 
Ternate City.  Supportive external conditions are geographical location, in which Ternate City 
is well-known as transportation route and main gate of North Maluku Province and it has 
good development of information and communication technology infrastructure. However, 
there are some low index indicators such as tourism object which is still under North 
Halmahera, and the tourism budget allocation policy which is still under North Halmahera, 
Morotai Island, West Halmahera, Tidore Island and Central Halmahera. This shows that the 
government role in Ternate City in terms of tourism sector development is still poor and this 
can influence the competitiveness of its tourism. Basically, Ternate City can improve the 
competitiveness of its tourism sector in a sustainable manner through the following strategies: 
1) The use of information and communication technology to attract foreign and domestic 
tourists; 2) Establishing cooperation system with the surrounding area in an integrated tourism 
management; 3) Establishing cooperation between the local government and the central 
government in developing tourism sector; 4) Empowering tour operators in attracting tourists; 
5) Developing the quality and the quantity of scientific and cultural tourism; 6) Facilitating 
the tourists’ entrance to the the tourist destination area. 

There are some limitations in this study, including: Limitations of data, so that there 
are some indicators that are not included as input analysis. Another limitation lies in the 
Diamond Model framework, where the analysis is only performed towards the existing 
variables without analyzing the actors being responsible for causing these variables. As a 
recommendation for further research, it is better to analyze the competitiveness of tourism 
using the Dong Sung Cho (1998) model. Beside the competitiveness of tourism, research on 
factors that influence the behavior of tourists is also very important including research on the 
role of tour operators in tourism competition. 
 
6. CONTRIBUTIONS 

The competitiveness of the tourism sector can increase the number of visits, encourage 
the regional economic growth and expand the employment for the community. Therefore, it is 
necessary to integrate all components of society to unite the perception in developing the 
tourism sector of Ternate City. Thus, it is recommended to do the following things: 1) 
Establishing a tourism institution so that the tourism sector can be managed competitively; 2) 
Providing the data base for research and tourism development; 3) Designing a management 
model that applies sustainable tourism principles; 4) Increasing the competitiveness of the 
tourism through the improvement of the the quantity and the quality of tourist attractions, 
regulations and budget policies, establishing cooperation both at regional and at national 
levels; 5) Creating  innovations that can attract tourists; 6) Establishing hospitality to the 
tourist visitors and actively participate in the tourism development. 
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