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The purpose of this article is to evaluate the strategic motives for alli-
ance formation among tourism businesses. Based on past work on
motivation for strategic alliance formation, this article identifies a
set of motives and analyzes their implication for tourism businesses.
The article further examines the role played by company character-
istics in examining these motives. These motives are discussed in the
context of the Australian tourism industry. A survey of Australian
travel sector businesses was carried out and the results indicate that
‘internal drivers’ are perceived as more important than ‘external
drivers’ as reasons for alliance formation. Company characteristics
(sub-sector, number of employees, turnover, category, and owner-
ship status) were found to be influential in top managers’ assess-
ment of alliance motives. The findings of this study imply that
managers should conduct environmental analysis with a view to
understanding bhow internal and external factors affect tourism
businesses before any form of strategic alliances can be formed.
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INTRODUCTION

Tourism is one of the most highly integrated industries in the world (Bullock,
1998; Dale, 2000; Pansiri, 2005b, 2007). Poon (1993) uses Porter's (1987)



model of the value chain to argue that major players in the tourism
industry, particularly airlines, hotels, travel agents, and tour operators
have increasingly integrated in an industry whose boundaries are
becoming increasingly blurred. She argues that, “it is no longer relevant
whether a company is an airline, a travel agent, hotel or tour operator.
As the boundaries among players are re-defined, what becomes more
relevant are the activities along the value chain that they control” (Poon,
1993, p. 215).

One defining characteristic of these relationships is the proliferation
of strategic alliances within the industry and between the industry and
other sectors of the economy. Strategic alliances are purposive arrange-
ments between two or more independent organizations that form part
of, and is consistent with participants’ overall strategy, and contribute to
the achievement of their strategically significant objectives that are mutu-
ally beneficial (Pansiri, 2005a). Go and Hedges (1994) predicted the
formation of more strategic alliances among a variety of partners as a
way of meeting the needs of the traveller. Peattie and Moutinho (2000)
emphasised the need for various segments of the travel industry to stay
linked in order to provide the quality of service demanded by the
increasingly sophisticated and demanding traveller. The argument is that
strategic alliances can be used effectively in order to achieve growth and
competitiveness which, in this industry, take a variety of forms and
occur across vertical, horizontal, and diagonal relationships (Bullock,
1998; Dale, 2003; Go & Appelman, 2001; Poon, 1993). This is so because
tourism is a “. . . highly complex compounded service brought about
through the ‘assembly’ of different services that are being delivered by a
network of companies that is often global in scope” (Go & Appelman,
2001, p. 184). Apart from meeting the needs of customers, alliances can
be formed for strategic reasons. A number of authors have argued that
companies form alliances because of a number of internal organizational
and external environmental motives (Contractor & Kundu, 1998b; Dussage &
Garrette, 1999; Evans & Peacock, 1999; Evans, 2001; Faulkner, 1995;
Howarth, Gillin, & Bailey, 1995). In the Australian travel sector of tour-
ism, such motives could be linked to the fact that most tourism busi-
nesses are small-to-medium enterprises (Australian Bureau of Statistics,
1997; Bolin & Greenwood, 2003). Due to size and other company char-
acteristics, travel sector businesses may form alliances in order to meet
the needs of diverse motives.

This study therefore seeks to achieve the following objectives: to iden-
tify strategic alliance motives significant for alliance formation in the tourism
sector of travel; to investigate the relationship between strategic alliance
motives; and to investigate the relationship between strategic alliance
motives and company characteristics.



A number of studies have identified several drivers (motives) leading to
formation of strategic alliances (Contractor & Kundu, 1998b; Dussage &
Garrette, 1999; Evans & Peacock, 1999; Evans, 2001; Faulkner, 1995;
Howarth et al., 1995). These have been classified as mternal organizational
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Lvans, 2001), whxch Lvans (2001, p. 231} argucs, “. . . act as the underlying
motivating reasons for alliance formation.” The irternal driver view is built
on the perception that an organization cannot achieve its objectives alone
due to a scarcity or lack of access to resources (Howarth et al., 1995). This
view is strongly supported by the resource based view of the firm. which
sees organizaticns as collections of heterogencous resources. Alliance
motives from this pcrspectlve include reducing internal orgnnzfltloml
uncenainly (orago. 19977 shaping competidon (Colombo, ZUuj; oz X
Hamel, 1998; Drago, 1997); economies of scale (Evans, 2001; Hill & Jones,
2004); cconomics of leaming—alliances are often aimed at expanding a
firm's set of distinctive capabilities through inter-organizational leaming
(Kotabe, Martin, & Domoto, 2003; Tsang, 2002); access to assets, resources
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1996: Mockler, 2001; Olivera, 1999; Ray, Barney, & Muhanna, 2004); and
risk sharing (Colombo, 2003!.

The external driver perception s built on the understanding that in
order to achieve certain objectives, the organization must submit tc the
nressure of external forces. These forces include government regularions
and barriers to trade, (Howarth er al., 1995); technology capabilities
(Colombo, 2003; Doz & Hamel, 1998; Go, Govers, & Heuvel, 1999; More &
McGrat, 1999; Sakakibara, 2002y giobalizauon (Charn, Z00U; Dussage X
Garrette, 1999, Erdly & Kesterson-Townes, 20032); and market entry and
development of new markets (Beverland & Bretherton, 2001; Howarth et al.,
1995; Chmae. 1989a; 1989b; Whipple & Gentry, 2000).

Internal Drivers

It is generally accepted that there are various internal drivers that influence
firms into entering into cooperative agreements and these incluce risk sharing,
shaping competition, economies of scale and scope, inter-organizational
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Fconomies of Scale and Scope

A prime driver for alliance formation is 1o achieve cost economies, which
can be catcgonzed as cconomics of scaic and scope (Chung, Luo, & wagncr,



2000; Evans, 2001; Taylor, 2005). Eccnomies of scale are unit cost deduc-
tions associated with a large scale output or cost advantages that would not
e possiDie 1o obrain ii e singie companics acied independently (ADAOU &
Kliche, 2004). According to Hill and Jones (2004}, economies of scale arise
out of two fundamental sources, namely: a) the company’s ability to spread
fixed costs over large production volume, e.g. manufacturing facilities,
distribution channels, acvertising campaigns; and b) the ability of firms o
prnr‘lnr‘e in |:1rg.= vnlhiimes ta achieve a areater divician of lakar and
spedialization.

Hill and Jones further argue that there are cost reductions associated
\Vidl Jilill“.llg PCOUTCUeS across ‘L)Ubill\.'ﬁél.3 ilIld dICBC ilil\t.: Lwo llliliL'r SOUrCces
across businesses. Firstly, organizations that share resources across busi-
nesses invest proportionately less in the shared resources than those thar do
not share. Secondly, resource sharing across companies may enable such
comparies to use shared resources more intensively, thereby realising econ-
costs thrangh an alliance (Ohmae, 19891)

Go and Hedges (1994) maintain hat  the investments in airaalt,
COMpPUICT RESCIVAUUIL SYSICTs (URAS/, HEQUENL 1yCT PIOZIANS, [Mbor and
fucl arc very high, Thercfore, airines form strategic alliances in order to
create economies of scale necessary to defray costs over a wider base, and
to reach the critical mass convenient for passengers to use the airlines
extensive network “Size allows carriers to improve their marketing and
onerations throngh hetter caomputer reservation svstems frequent flver
plans, more hubs, vertical integraton of feeder airlines and access to air-
ports, and alsa allows them to develop extensive mutes” (Go & Hedges,
i¥94, p. 1070, Tiis is auppuucd 'uy Mortisun's Liv94, P- ZOr .siud)' wiiin
found that small hotel ftirms form strategic alliances in order “to gain
strength in competing against the corporate chains by achieving advantages
through economies of scale anc the fashioning of common brand identity,
thus seeking to replicate the strength of the corporate chains.”

Access to Assets, Resources and Competencies

The basis of tis internai driver is the resource-dasec view of e firm. This
approach assunes trt cach organization is a collection of unique resources
and capabilities that provide the basis for its strategy and is the primary
source of its returns on profit (Hit: et al, 1996). The resource-based view is
premised on the observation that an organization’s interna! environmen, in
terme of ite recnurcs: and capahilitics e moee critical to the dotarmination
of strategic actions thzn is the external environment. Therefore, organiza-
tions are seen as possessing heterogeneous and idicsyncratic resources on
wihich helr individual suaiegies are Dased.  Wilen hese  suaegies  arce
stceesstil in leveraging firm resources 10 gain a competitive advantage thar



is then sustained over time, the firms achieve higher economic returns than
others” (Hitt, Nixon, Cliford, & Coyne, 1969, pp. 1 2).

SIAEZIC alilances DErmit Organizations (o access resources that ouier
organizations have For example, alliances may focus on motives that
reduce costs and increase profit in the sunply process (jeint investment,
reduced inventory, and stable supply prices). It has also been arguec that

additiona! fnancial motives result from sharing risk, such as joint investment
in l"‘lp!f’ll and trunf aradiot develanment (Whs nnlp 2 Cﬂntr} 200 o A0

Morrison’s (1*)94, p. 27) study found that organizations in tourism (hotel
sector) formed alliances because of varicus reasons based on two funda-
mentai Sraregic 15Sues: accessing Sraregic resources and swraregic benerits
accruing from these alliances. Accessing strategic resources included local
access 1o a centralised international network, overseas marketing; facil:ty of
package and sell components of tourism products, videotext interactive sys
tem for member informartion update. and a comprehensive product informa-
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computerized systemes, participation ir: a global marketing network, training
and support programs, and operational efficencies.

Organizational Tearning

Writers on strategic alliances indicate organizational learning as one of the
major motivations for alliance formation (Colombo, 2003; Kotabc ct al,
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issue of discussion for many decades from borh organisational theory and
psychology (Argyris, 1993, 1994; Argyris & Schon, 1978, 1996; Cohen, 1991;
Huber, 1991; Pansiri, 1995; Simon, 1991) and is seen as the tocal tool ftor
furure compertitiveness in strategic relarions (Morrison & Mezentseff, 1997).
Organizational lcarning is complex and multidimensional (Tsang.
1997), and is concerned with enhancing the progress of learning in orcer to
improve individual and eollective organizational actions via impmved
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learning has been seen as a more rational precess within the domain of
decision making and choice (Crossan & Berdrow, 2(03).

In the tourism litcrature, there is cvidence of the two forms of intcr-
organizational learning. For instance, a study by Medira-Munoz and Garcia-
Falcon (2000) snggest thar knowledoe of factors contributing 1o the success
of the relationship between hotel companics and travel agencics is central
to the management of ongoing relationships as well as in the selection of
fuiure pasines. Tiiis Supperis il fisi Ly pe o iuicx-ulguui.cui.iuu‘d :(."uuiug.
On the other hand, Go and ITedges (1994) arguc that stratcgic alliances tend
to blur the boundaries of firms and permit knowledge to move easily across
boundaries. giving an organization access ro information rhat another orga-
nization may posscss. This supports the sccond type of inter-organizational



learning. Go and Hedges further observe that information and knowledge
are contained in the workers, systems, controls, and technologies of a firm
which are too costly to develop, but could be accessed by establishing stra-
tegic alliances with those companies that already have such resources.

External Drivers

There are a number of external drivers that influence firms into entering
cooperative agreements. Various authors have discussed a number of these
external driving forces (Beverland & Bretherton, 2001; Howarth et al., 1995,
Ohmae, 1989a; 1989b; Whipple & Gentry, 2000), but Faulkner (1995) argues
that their impact varies from situation to situation. These include
globalization, technology, economic restructuring, and market entry and
product development.

Globalization

Globalization is a “concept with consequences” (Hall, 2001, p. 22) not only
for tourism but also for all industries, governments and their communities
worldwide (Cooper & Wahab, 2001). It has been suggested that globalization
“. .. can refer to an increase in: (a) cross-border relations (or internationali-
sation); (b) open-border relations (or liberalisation); and (¢) trans-border
relations (or the relative uncoupling of social relations from territorial frame-
works)” (Sum, 1999, p. 129). Wahab and Cooper (2001) see globalization as
an all embracing term that denotes a world which, due to many politico-
economic, technological and informational advancements and develop-
ments, is on its way to becoming a borderless and interdependent whole.
While tourism organizations are affected by globalization, they also
enhance and sustain the process of globalization by means of their own
responses to the phenomenon (Cooper & Wahab, 2001). Pine, Zhang, and
Qi, (2000) point out that globalization has become the strategy of many
companies in the hotel industry, with most of these companies feeling com-
pelled to reach across continents and carry their product right around the
world to succeed and prosper. Hannam (2002) makes reference to globaliza-
tion of mass-market cruise companies, while Apostolopoulos and Sénmez
(2000) argue that the only way Mediterranean countries can maintain a com-
petitive edge in the global tourist market is to form strategic alliances that
would allow them to respond to globalization pressures more meaningfully.

Technology

Companies are driven to form strategic alliances by lack of sufficient
internal resources (Colombo, 2003). Often this lack of resources resides in






