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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-

tirnn  Aars 1|\r|.p Q'rv‘:-n-r hanafite n\trn'\rnA Acoace to hichh: canhictirntad
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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



technological in-capabllities (Whipnle & Gentry, 2000), therefore competi-
tive advanrage is belicved to be achicvable through forming alliances with
partners who oifer new tecanologies particuiarly in Kesearcnh and Deveiop-
ment (R&D). Many organ:zations ally with a parmer thar has saphisticated
information capabilities, (Doz & Hamel, 1998; Whipple & Gentry, 2000). In
addition, tirms dcsire © gain access o a partacr's R&D expertise, which
could result in improvement of its product development process as well as
shorten critical lead-tmes o bring new products 1o marker taster. Alliance
partners may bring new ideas for product and process improvements.,
Deatley as cited by Go et al. (1999, p. 15) explain that, “. . . technologics
first penetrared sector by sector  airlines, hotels, car rentals, travel agencies,
now destirations. The second stage is integration of the s=crnrs, which s on
going . . . The third stage is delivery of these technologies to the retail trade,
also under wayv. The fourth is integrating the individual consumer into the
use of information technology.” The tourism industry has embraced tech-
nology because of its opportunity 1o improve companies’ interactivity with
their carsumere and dakenaldere hecance mare neanle nee Information
and Communication Technologies (ICTs) Gncluding CRSs, Global Distribu-
tion Systems [GDSs. and the Internet) to locate and purchase tourism and
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Technology provides marketing, creation and distribution of tourism
procucts. Most tourisit companics are simzll-to-medivin enterprises (SMEs)
WigLE  rava \.'dl)iiill iy CoLITHs aind ay\‘\in:;ai iluiu;us wr ;uquiu: A
manage technologies successtully. Therefore, forming strategic zlliances
cither with partners who are able to offer new technologies (i.c. on lire
reservanon systems Dy major (ravel and our operators and integrated chamns
likc travel agencics) or with other SMIs with a view to bringing togcether
scarce resources is an important aspect of achieving technologies by com-
panies which on their own would be unable to.
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The role of nationa! or regional policies has been viewed as an important
exterral environmen:al factor that impacis on the decision to form an
alliance (Horton & Richey, 1957). The literature on s wpic lias been dis-
cussed in terms of both domestic and intemational strategic alliances. With
resnact to domectic allian~es Hartan and Ric! ey (1007) cheerve thar ﬁnnr
to the 1980s, national policies toward alliances (particularly research alli-
ances), might have been conceived of as clearly divided between the US's
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deal of suspicion, and the Japanese model, in which the government was
actively promoting mectings between industry leaders to both set techn:cal
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Ilarrigan (1965) who argucs that somc industrialiscd nations, such as the



US, have enforced sirict antitrust laws that prohibit ccoperative strategies
when they appearad te function as monopolies or behaved collusively.
However, Harrigan finds evidence of increased tolerance of alliances, par-
ticularly roint ventures, by US officials since the mid-1980s if cfficicncy gains
offset the harm to competition that such arrangements had previously been
assumned o create. With respect o multinational enterprises (MNEs), various
authors on the subject do not only reveal diferent policies by various coun-
tres towarcs promoting and protecting local businesses but also the
changes of government policies over tme in respect to the subject.

Bell. Barkema and Verbeke (1997) argue that host governments may
restrict the level of activities by foreign MNEs. However, studies by Gomes-
Casseres (1990 indicates that some MNEs are able o establish wholly
owncd subsidiary companics depending upon their bargaining power.
Gomes-Casseres further argues that if MNEs ownership preferences conflic:
with those of the govermuent, they are [aced with the choice of eitler
negotiating a compromise or declining to invest in that particular country.
Previous research has shown that companies taking the former route use
strategic alliances particularly joint ventures as the most preferred mode of
entry (Bell et al., 1997; Gomes-Casseres, 1990). Alliances allow firms to
overcome a country’s protectionist measurcs (Iorton, 1993), and have been
used as a way of gaining entry into particular markets where governments
imposc tariffs, barricrs and conditions of cniry.

Formation of strategic alliances becanse of deregulatrion was reported
in healthcare (Beverland & Bretherton, 20010, linancial scivices (Kauser &
Shaw, 2004; Kiriazidis & Tzanidak:s, 1995) and the airline industry (Chan,
2000: Glisson, Gunningham, Harris. & D! Lorenzo-Aiss, 1990). However, not
much research has been undertakken to find out the impact of deregulation
or econcmic restructuring by governments on strategic alliance format:ons
in the tourism scctor of travel

Market Entry and Product Development

In todav's fast-naced world economy. it is correct to sav that individual
companies lack the time to establish new markets. Therefore, companies
form strategic zllbances in order to deve.op new markers/products, get a
‘tochold’ in a growing busincss. and cnter into a new gcographic markcet.
Howarth et al. (1995, p. 14) support the zbove, by arguing that strategic
allivnces are an ellective mechanisim [or gaining access 10 M0IC CUstOmers.
“A strategic sartner mav be able to provide access to extensive distribution
channels, access to new markets and access to advanced supplier nerworks”
(Howarth et al., 1995, p. 14). This is even more important when alliances
are formed g¢loballv (Whipple & Gentrv. 2000).

Strategic alliances by tourism businesses have been associated with
accessing new markets by new airlines (Go & Hecdges. 1994) and marke:



penetration (Dev, Klein, & Fisher, 1996). A study by Dev et al. (1996) of
nine hotel brands, four car rental brands, and four airline brands show that
tourism businesses which wish to follow a market penetration strategy seck-
ing to increase their market share can effectively use strategic alliances to
fulfil their strategies. Watkins and Bell (2002) also found that organizations
in the tourism industry in Australia collaborate in order to achieve stronger
positions in the market place. Contractor and Kundu (1998b) show that
hotel firms listed in the International Hotel Group Directory have more than
half a million rooms outside their home nation, and most of them had used
equity joint ventures (15.8%), and other non-equity strategic alliances like
franchising (28.4%) as entry modes. Contractor and Kundu (1998a) exam-
ined the internal (company characteristics and strategy) as well as external
(country or locational) factors that lead international hotels to choose fran-
chising instead of direct market entry. Their findings reveal that the propen-
sity to franchise reflects a mix of factors related to the nation where the
hotel is located, as well as the characteristics and strategy of the global hotel
company. These factors include: level of development of the intended
foreign market; the extent of globalization and international experience of
the firm; and strategic factors such as the degree of investment in a hotel’s
global reservation system and brand, as well as the size of its overall
operations.

The conclusion drawn from the above analysis is that no single study
can capture all the motives for strategic alliance formation. Many of the
above motives are significant and should be incorporated into any rescarch
framework because some of them are more important than others. The most
crucial ones, which this study investigates, are; globalization of the tourism
industry, rapid technological change, legal requirements, reputation and
corporate image, economies of scale, strength of personal relationships,
developing/creating new markets, volatility in the tourism market, learning
from each other, brand names, general economic uncertainty, entering new
domestic markets, and entering new international markets. Most of these
motives have been studied before but not necessarily in one single study as
in Glaister and Buckley (1996) and Whipple and Gentry (2000). Only the
variable ‘Legal requirements’ was included to assess the impact of govern-
ment on alliance formation and R&D was excluded from the study because
the tourism industry is essentially a service industry which has little or no
focus on R&D.

COMPANY CHARACTERISTICS

There is widespread agreement that structure can have a profound impact
on strategy through its direct effect on the strategic decision-making process
(Fredrickson, 1986; McShane, 2003; Robbins, Millett, & Maters-Marsh, 2004).



In his overview of the strategy/structure debate, Fredrickson (1986)
describes three dimensions of structure (centralization, formalization, and
complexity) that are most likely to affect strategic decision-making. These
dimensions have been widely used by many decision-making researchers
(e.g. Kauser & Shaw, 2004; Wally & Baum, 1994). Different organizations
subscribe to different structures ranging from centralized to decentralized,
from formal to informal and from simple to complex. However, there are a
number of contingency factors, which influence these organizations’
structural dimensions. The most cited of these contingency factors are tech-
nology. organization size and environment (Robbins et al., 2004). Company
characteristics have received less attention from strategy decision-making
rescarchers. Fulop (1992) identifies the following as company characteristics
used in defining SMEs: legal entity, size (financial capital, annual turnover,
and number of employees) and ownership. Company characteristics are
crucial to this study.

Few researchers have studied relationships between company charac-
teristics and firm strategy in the general business setting, and those that
have conducted such studies have presented mixed findings. For example,
Dalton and Kesner (1983) mentioned organizational size as an influence on
executive succession patterns. They argue that large organizations are more
likely than small firms to replace top management from inside. Schwartz
and Menon (1985, p. 685) found that although firm size did not influence
decisions to make Chief Executive Officers’ (CEO) changes, the larger
companies that failed and made such changes displayed a greater prefer-
ence for external replacements than did the smaller ones. Miller et al. (1998)
also found relationships between firm size and comprehensiveness of strate-
gic decision processes and extensiveness of strategic planning. Wincent
(2005) found that firm size can be an important determinant for firm perfor-
mance, and for networking inside and outside the SME network.

Temtime and Pansiri (2005) found that no relationships existed between
organizational size, legal form of business, and industry, and perceived critical
management factors (i.e. organizational design, HRM development, and com-
petitive strategy), instead they found significant relationships between these
critical factors and ownership status, managers’ experience and organization’s
age. A study by Entrialgo, Fernindez, and Vazquez (2001) suggests that the
resources and competitive strategy of a firm influences its entreprencurship.
They found human and financial capital encourages entreprencurship and
concluded that “it is the firms which compete using differentiation which
develop a greater degree of entreprencurship, compared to the firms compet-
ing using cost leadership” (2001, p. 233). However, they failed to establish
any linkage between firm age and size, and entreprencurship.

Studies investigating relationships between company characteristics
and strategic alliances are lacking. However, Todeva and Knoke (2005)
argue that propensities to participate in strategic alliances vary across firms



operating within the same organizational field due to diversity of company
characteristics, raising passibilities of making such linkages herween strate-
gic alliance formation and company characteristics. Kauser and Shaw (2004)
found rthat behavioural characieristics (coordinaton, Interdeperdence,
cotmmitnen:, conflicy, and stucture and controD play « more signilicant role
in explaining overall alliance perfformance compared to organizational char-
acteristics (centralization, complexity, and formalization).

This study investigates five company characteristics: o) Sub sector  The
emphasis s on the travel agency services sector Three broad sub-sectors
exist in this sector: travel agents, tour operators and tour wholesalers;
N Comnanu cize ac mescared he hath number of emnlovess and ananal
wrnover; ¢ Legal fonn of business — Three [onns of Dusinesses is investigated
in this study: sole proprictorship, partnership and corporation; d) Whether
the business s family of non-family owncd, and O whather the regpondent

was an owner manager or employed executive.

METHODOLOGY

Mixced methods have Deen used in tiis study, Mixed mehods siudies have
neen defined as those studics involving *. . . the collection or analysis of
moth quancitative and/or qualitative data in a single study in which the data
are collected concurrently or sequentially, are given a priority, and involve
the integration of the data ar one or more stages in the process of research”
(Creswell, Clark, Gummann, & Hanson, 2003, p. 212). There are many mixed
methceds designs identified in the literaiure (Creswell, 2003; Pansiri, 2005b;
Tashakkori & Teddlie, 1998, 2003), however, this study adoptec 1the sequen-
dal gueticaiveonabiaive method withe o view of oo coaliceive daes oo
cxplain quantitative results, The rescarch process started with quantitative
data collection using a questionnaire instrument followed by qualitative
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Seftino and anplp

The siudy focused on travel agents. tour operators and tour wholesalers
operating in Australla. A random sample of 700 tourism businesses was
sclected from a list of 4,610. The primary source of original firm sclection
was the Travel Compensation Pund (TCIN) industry website dircctory. Then
company websites were accessed to verify if such firms were travel agents,
tour operators or tour whaolesalers and to obtzain the particulars of an execu-
five likely to be able to complete the survey. The Chisf Fxeoutive Officer
[CEO) or Manzging Director IMD) was chosen unless another person more
clearly marched the needs of this survey, as would for instance. a high-level
excauive. For those businesses, which did not Lave any website 1o identfy



appropriate executive details, a decision was made to send a hard copy
addressed to the MD. This was deemed an important decision to take
because of the need to make the sample to be representative even of those,
which for one reason or the other had no websites. These processes yielded
600 company executives who were then approached (435 by e-mail and
165 by hard copy) to complete the survey.

A total of 127 completed surveys were returned. Using Dillman'’s (1978)
more direct indicator of a method’s response rate calculation, this represents
a 28.35% response rate.! Out of these, 117 (92%) were found useable for the
study. Thirteen respondents did not have strategic alliances. Of the 104
respondents who reported having strategic alliances, 55.8% had a low (1-2)
number, 26% had a medium (3-4) number while 18.2% recorded a high
(5 and above) number of alliance types. Only 12.6% of the companies,
which participated in the survey, had both domestic and international alli-
ances. The majority (50.5%) only had domestic alliances.

Measures

Extensive review of the literature with emphasis on generating a pool of
items that tapped the core theoretical constructs was undertaken to generate
the measurement items used for this study, which have previously been
used by other researchers. Once the items were generated, a decision was
made to conduct a pilot survey. This survey was not necessarily to test the
reliability of the instrument since most of the items have previously been
used, but rather to assess the length of the questionnaire, and its readability.
The pilot survey was conducted between February and April 2005.

The survey was made up of three parts. Part I requested respondents to
fill in firm/company details. Part II asked questions about strategic alliances
the organization was involved in, and Part IIT requested the respondent’s
personal details. Part 11 had four sections; types of alliances, drivers for stra-
tegic alliance formation in the tourism industry, characteristics of strategic
alliance partners, and strategic alliance performance. This article only
reports the results from Part II—types of alliances, drivers for strategic alli-
ance formation in the tourism industry.

Company Characteristics

These are company/firm specific variables most of which have previously
been used in management research. For example Tyler and Steensma
(1998) used industry and firm size in their assessment of potential techno-
logical alliances, and Golden and Dollinger (1993) have confirmed relation-
ships between firm size and alliance participation. Firm size was measured
by the number of employees (Erramilli, 1991) and an organization’s annual
turnover (Temtime & Pansiri, 2003). Industry variables included three travel



sub-sectors—travel agents, tour wholesalers, and tour operators. Other
variables under swdy :ncluded legal form of business and whether the com-
u & Fansitl, SUUS7, and whiciies
ive. Respondents

l)illl‘\' i:.' a raul;ﬁy-uwucd 'l)L-billCL'b LLCINUIINIC O ransiry, Suuny
the respondent is an owner-manager or emplcyed executiv
were asked 0 indicate the number of employees ranging from 1 = Less than
5, to 6 = 200 or more Furthermore respondents were asked to indicate the
business’ annual turnover ranging from 1 = less than AUSS00.000. 10 6 =
AUS7. 000.001 or mare. For chi-sauarc analysis. these were recoded because
some cells had expected counts less than five2 (Coakes & Steed, 1999,
2005). Number of emplovees was recoded | = Less ti)an 5, 2= Benween
vamanteal beiimom e "o ...Vm.«l ndl 1 T

Field, 2005). !
£ 40 and 2 = ED o d Shooe Buasingse
than ASM, 2 = Between A$1,000,001-A85M. arnd 3 Ahove ASsSM
Drivers of Strategic Alliance Formation in the Tourism Industry
Various inrerra. and external drivers influence firms to form strategic alli-
ances (Faulkner, 1995; Glaister & Buckley, 1996; Nielsen, 2002). From the
review of the literature. 13 variables were used to measure these drivers
¥ v bl G aetndant Saion

™hinon w..-.d\lﬁg ars shacan in Takls

Fau'kner (19950 and Tsang (2002). The variable strength of personal rela-
tionships was developed by the researcher. For each of the smarements
respondents were asiked 10 indicate on a S-pomnt scaie (from 1 = Very iow
mfluence to 5 = Very high injluence) he degree to which these factors were

influential, leading to the formation of strategic alliances

Seni-Structured Tnterviews
This study adopted purposive selection for face-to-face semi-structured inver-
views. This is deemed an important quzliarive sampling method because the
researoner dt‘Cid@'j Which ll]C"ll;)t’rii "Jf lilc popuiulior are most iil{(‘i\ 1O pPro-
vide the answers to the research questions and then deliberately includes
thern in the sampke. This involved  choosing people from which the
researcher can substantially learn about the experience (Polkinghome, 2005).

A question in the quantitative survey requested those respondents inter-
csted in participating in a pcrsonal intervicw to provide their addresscs for
contact This was deemed an essential siep because through responses to this

question, the researcher had access 0 top executives who were not only
OO0 @ e SUSJOCt B G150 Willing 10 Ovian ICICVaie Oeoupias o
their experiences. All the six interviewees were interested in the subject and
provided rich informaton. Aller all, e essence of these interviews were not
on ‘how much’ or ‘how olten’ but sought to understand the meaning ot alli
ance practice from the perspectives of those who design, and manage them.
Company cxceutives were asked the same questions. Although some of

these questions were developed during the time when the research proposal
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was written, most of them were changed after analysis cf the quantitative data.
The interviews were based on 20) questions which were divided into four
themes; alliance types and reasons for alliance formation, strategic alliance per
formance, chocsing alliance partners, and whether alliances were percewved as
a risky form of business. The questions reflected the major themes picked dur-
ing quantitative data analysis and were structured and arranged in such a way
that they helped the researcher to enquire inta different alliance practices. This

erivel Anhe vancere dara fr-\n\ rh.- Firer thamae sEacane Fnr allinmre fremarinn
SUALY ORIV IOpOns QAR aren A A LT I TR e iy S W ISP - TEPe e I o 22

The interview questions were piloted with one tour operator ro see if
they arc well understood, and changes were made appropriately. The
AULIIOT D1 LS @TUCIE CONUUCLEU LHEC THIETVIEWS al UIC IMETVIEWEEs  0liees or
homes. Intervicws ranged from 30 to 45 minutes in length. All the inter-
viewees were open in answering the questions, exploring the issues at
length. The richness of this data is therefore reflected in the extent to which
the 2) questions were explored to the point that the last two interviews
were mostly repetitive of what the past one have provided. It was heleful
that each interview was immediately transcribed. This gave the interviewer
the opportunity 10 make an assessment of the extent tc which aaswers for

ehin mvenrdtimamas hacen hacama caolhcccnend ANl s Jimcnim v en cvemam Cnemn amacmadad

ThC GUCSHTNS RAYe DUCh CALAGSICU. (a4 LT MHRCIVICWS WOIC lapo-icooiaca
and rranseribed for texnial analvsis. Dama was then caregorized according o
the various questions which were asked in the interview and a pattern of
functon began to emerge

ANALYEIS

In this sequentisl explanstory cesearch process (QTIAN aual) emantitative
data was collected and analysed. followed by qualitative data. which was
collected to augment quantitative data. For quantitative data analysis,
HICAs, standard doviations, ANGVA and wonclations weie uscud witic 1-
rative analysis was usec for quantitative data analysis. Qualitative data for
this scudy was based on execuiives” accounts of their expericnces and the
ways in which they explained these accounts through their subjective inter-
pretations, and rclated them o constructions of the social world in which
thev live. Narrative analysis was adopted in order to remain sensitive to
interviewees’ social construction and meanings (Saunders, Lewis, & Thornhil.,
2003). While form and content were stucied together lcoking at how inter-

|r:..nlrn:n~ nead lraminsa tn sraavary aseticslae amanninne and aveadeoncas
ST anlimvaaT S LU T PPRialiianl HATLNNAES wiste YL s T

(Coffey & Atkinson, 1990:; Punch, 200%), descriptions and quotations were
mostly used to emphasise arguments. Paton (1990, p. 427-428) observes

that ~descripion and quotation are e essennzi ingredients of quaiitauve
inquiry. Sufficient description and direct quotations should be included to
allow the reader 1o enter o the sitvation and thoughts of the prople rep-
resented in the report.” This approach has been used in management



research (Gbadamosi, 2005; Taylor, 2005) and tourism (Sorensen. 2003%) anc
is impornant for this stucy in the sense that the use of selected interview quo-
@Uons 1N nexXed mMehods Liununarte Llayior, Zuod) and augment | Hanson,
Creswell Plano, Petska, & Creswell, 2005; Palmer & Cochran, 1988) quantita-
tive analysis.

Table 1 presents the rank order of the strategic motivations for strategic
alliances [ornation based on e mean measure of the importance ol the
motve. This ranking shows dut intermel drivers” are perceived as more
important than docs external drivers. The first group of motives {thosc
rankcd from 1 to 5) arc intemal drivers. From Table 1, the highest ranked
strategic motives arc concemced with stratcgic resources neccssary for com-
petitiveness. Given that most cf these organizations are SMEs employing
less than 20 emplovees (75.4%) suggest that they cannot achieve their indi-
vidual ahiectives slone due to s qrmh.’ of resonirces The First two are intan
gible resources cof reputation and corporate image (mean = 3.65) and

snength of peraon'll relationships (mean = 3.93). Becoming pcv't of a mar
P L o

R R e i
tion. While such membership is also driven by strength of personal
relationships, it could be argued that it turther strengthens such relation-
SHIps Unougl good TepuEion ol ndividual Dusinesses. 100 major remain-
ing motives for strategic alliance formation are developing/creating new
markets (mean = 3.55), econonies of scale (mean = 3.41) and learning from
cach other tmean = 3.53).

Table 1 also indicates the level to which these items are correlated
Churchill (1979, p. 68) argues thar “if all ftems in a measure are drawn from
the domain of a single construct, responses o those items should be highly
intercorrelated.” Most of these items are correlared at 992 significance level
The kugest concluion between these 13 iteins is between leaming [rom
cach other and rapid eclmological change (r = 740, p < .01), [ollowed by
the corrclation bBetween gencral cconomic uncertainty and volatlity in the
tourism market (r = 697, £ < 01). and globalization of the tourism industry
and cntering new intcrnational markcets (r = 612, p < 011, Sigrificant corre-
latons at (p = 01) also exist between most of the 13 items. Only develon-
ing/creating new markets has an clanificant acenciatinne with leaming fron
each other, general economic uncerminty. and legal requirements. Leaming
from each other also has no association with entering new domestic
Taiscis.

The results in Table 1 show that although strategic alliance motives are
ranked ciffereatly, thers is a strong association between them. The
exiremely high inter-correiation between these motves indicates tat exect-
tives evaluate these matives holistically than seeing them as individual
isalzted motives when faced with factars forcing them 1o form alliances
Companies are not intfluenced by one tactor to torm alliances, but by a host
of them. For example, a decision to form an alliance because of economies



of scale is made because companies are facing general economic uncer-
tainty (p < .01) and the volatility of the tourism market (p < 0.01). Forming
alliances will also help in developing/creating new markets (p < .01), and
learning from each other (alliance partners) (p < .01) in rapidly changing
technological environment (p < .01). At the same time, companies are mind-
ful of reputation and corporate image (p < .01). As such, they prefer to take
advantage of the strength of personal relationships (p < .01) which is impor-
tant in the sense that they are forming alliances with companies run by
executives whose reputation they already know.

ANOVA analysis was employed to assess the degree to which strategic
alliance motives are related to company characteristics. The F-test result in
Table 2 shows that there are significant relationships between sector and
7 of the 13 alliance motives. Sector is significantly related to developing/
creating new markets (p < .01), rapid technological change (p < .01), volatility
in the tourism market (p < .035), brand names (p < .001), general economic
uncertainty (p < .05), globalization of the tourism industry (p < .01), and
entering new international markets (p < .01). Legal form of business is
significantly related to one alliance motive, rapid technological change (p <
035). Number of employees is significantly related to reputation and corpo-
rate image (p < .10), economies of scale (p < .05), globalization of the
tourism industry (p < .05), and entering new international markets (p < .05).
Table 2 also shows that there are significant relationships between turnover
and nine of the thirteen alliance motives. Turnover is significantly related to
economies of scale (p < .05), learning from each other (p < .10), rapid tech-
nological change (p < .01), volatility in the tourism market (p < .05), brand
names (p < .001), general economic uncertainty (p < .05), legal require-
ments (p < .10), globalization of the tourism industry (p < .01), and entering
new international markets (p < .01). Category of business is significantly
related to economies of scale (p < .05), rapid technological change (p < .05),
and, legal requirements (p < .05). Ownership is statistically related to repu-
tation and corporate image (p < .10), and strength of personal relationships
(p < .01).

In-depth interviews with six executives were based on the first five fac-
tors and the last two factors — entering new markets (domestic/international)
from the list in Table 1. Table 3 shows characteristics of companies the
interviewees worked for. These characteristics were drawn from the ques-
tionnaire which the respondents filled during the survey. C1 is missing from
the table because he was used to pilot the interview questions. Since some
questions were changed after the first interview, it was deemed appropriate
to remove C1 from the analysis.

These interviews underscored the importance of alliances in the travel
sector given the various drivers that propel companies into forming these
relationships. This identified a few important issues: better market share and
subsequently, profitability — as the main objectives for alliance formation.
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TABLE 3 Thasaderistics of the Companies e Whom Participznts Workexd

Stals=Sess ten Femrnr of s asdreess Fumnlovees Tinnoy e CA ey

Cempany characeristics

C2  Travel agent  Parinership 5-19 <$AUTY Nor-“amily
T2 Tovw oneratar  Partnerchin 210 SEATIAOO O0G N0 Faari v
C4  Tour operator  Scle propristership >3 S$ATSO0,000.00  Famiy
C5  Wholesaler Scle propastership 5090 <$AUTM Fariy
5  Wholesaler Corporation 5-19 $AUS-TM Fariy
TT oA opeiaton Coipedatoi <2 PAlS=TM N iy

Fuvinr: )llllK‘lIl‘-l' fm’ln'\ (e }.' HII!] !“X'(‘fl'll}l' lhT\'(‘l.\) can Ill}:'\(“, }:("lit‘\,(‘lllt‘lll
of these objectives very difficult. Although in a way these interviews
confirmed the quantitative data, they also nnearthed civerse thonughts and

lnfr‘rnrr‘t'lnnne n\r‘(‘nn\fr*s g AR S r‘\r\m ffl{‘rnrq ]ntr'r\ 1OWOCS Aqugr*r‘r' ey

the importance of the first motive, reputation and corporate image, and
other items. TFor instance, on the onc hand, C2 and C4 cmphasiscd the

i nmtAansa ~AF Gan."nicnn A Anranesta ieansas nddila I a And l 7 A aead
SLARRSASLVMIAANN WAL AWRSMLMIALIIA TIALNE WAL RIACAVILN sasasthg WY A MAAT e Ls AR AN P ——

with their views. Those who emphasised on the importance of reputation
and corporate image as a factor for forming strategic alliances observed that
T Ot S TR ATATR A a8 4 Veay U e g TS aE N R s At
corporate image, anc that tferming alliances has helped their companies to
achieve such an obective. pamculad; fc-rm-ng alliznces with international
companics and Dig Drands. CZ ODSCIVes Mhat his companys “associaton
with XXX and how well it is known worldwide anc with people having
NXX cardbelders is a corporate image.” On the otder land, €O and C7 main-
tain that emphasis was on service delivery and product develcpment than
repuration and corporate image becanse they develop rheir own rather rthan
relying on strategic alliances. The idea of forming strategic alliances as a
way of enhancing repurarion and corporate image seem 10 be associared
with joining franchisc agencics and coopcerative buying groups than two
independent businesses forming an alliance. C2 is a franchise while C4 is a
member of a buying group. On the other hand, €6 and C7 are indepeadent
operators, and the alliances they were referring to were with other indepen-
cent operalons,

Another disagreement was on both entering new markets and developing/
crearing new markers in reladon ro company size The F-resr results in Table 2
shows significant relationships berween entering new international markets
and sector (p < 01, number of employees (H < .05}, and arnual tracver
(p < 01), Intcrvicwees were asked the following cucestion: “Intcring new
markate (hatl damectic and intematianal) ceem 1t e the leaa imnaoctant
motives, would this ke associated with the fact that most of your busmc.s.scs
are small?” Only one tour operator indicated alliance formation as driven by

1. 0 -
s MU . () PO pa Y P pL VS [ covnrrll ihes. o 80ons
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(employing up tc 19 people) were only interested in strategic alliances



within their business location. Tour wholesalers and travel agents are mere
into using strategic all:ances to enter new markets.

Whilc the majority of these respondents agree that cntering new
markets is a driver for strategic alliance formation, they are relatvely in dis-
agreement regarding the fact that size of the business is :influential of using
alliances to enter into new markets. Executives representing smaller compa-
ries argue that entering new markets is not an issue for them (small
DUSINCSsEs) DUl fOr LAiRer Oncs HOCAust Of assodaicd Cosis. As T2 Ohscives,
“to bc opening up offices inter-statc or overscas . . . would be too costly an
undertaking.” Entering new markets was perceived as not relevant o smuall
husinesses. Hence C3 says that “to a business as small as ours? Not relevant.
You know I can see it as being relevant to a bigger business but for us we
are so happy with the level of activity that we have, not interested in going
to New Zealand or New South Wales or Egypt or anywhere else.”

Interviews further showed that bigger companies use strategic alliances

o anvtaae lars evans wlrare A AanAd O Aava avamsmtirras AF ascaanalac wslrla
HEE R e e S E I St el S H- P S P L/ ofiv CAT uuYao Ui \Ullly&l OaYG Wil

annuzl turnover between SAUS-7 million. They perceive strategic alliances
rot as influenced by business size but by “compettive market environment”
and theretore used as part of a broader businesses strategy.

The following statements from C6 and C7 further put the issue of creat-
ing new markets and internationalisation through strategic alliances as an
ilmportant organizatonal strategy:

ChA Thar lrn-rn'r\v\mn freaarina nanr eaasbora) iec ancailla '\ara‘nc_: iovientler
NENT . A sAasan '-Iu b AN RALRL Ib LA A iR A AR AL 7 B '.’ L L L AN AN '\’l. l\.)

espeg.ally by specalising ‘n specific geographic areas, we can pull our
resources ‘0 be able o develop and also synergies to be able to
QYOI TW TGATRUAS 1AC CUNINALON ATANECICINS WHOIC WO aiv
very strang in Anstria, Switzerland, Germany and Furope poinrs. bir we
are not as strong on the Mediterranean and Egyptian sort of areas or the
AlTican subCONUNEnt, Tou KNoWw, tON O HOLE areuas, 50 Wil Dappens is
tha: if you had a product and it is very strong on onc side but not that
strong on the other, und you can align yoursell with @ company thad is
very strong on that and you have cross selling (hat taKes place. UK, and
also so vou can have ways you can ther sell, and the nommal circum-
stances 1s that you will be only selling in Austria and now you are able
to sell Austria with Africa. OK! That's how it works, and that's how you
are then developing new markets.

C7: For ns in that particniar company, creating new markets will
cenainly be the number one and mwo aspects of that from AAA point of
view. we knew thar there was a new marke: for our services by
outsourcing cur Latin Amcerican programs and so that was a key driver
but from the [lip side, we knew tnough selling our product w XXX in
Canaca. they could access new markes “or our own products. so that
was absolutely the biggest dnver.



It is clear that organizadonal size and industry sub-sector are the main

Aaracenioante Fre antociaes e e nelscaro fl\fnn 295 et toied o allisa sas,
WA NARARAL AN AL AnoA R H-HE - B - s -\t\c .

Although C4 and C7 arc both tour oncrator cxccutives, C7's company
employs more than 200 staff with an anaual wmover betweer ASSM-
ASTM compared 10 C4's company which is very smaii, Whiie smaii busi-
nesses sce size as a factor for alliance formation, large businesscs do naot,
mainly because since they have the size, it s no longer an issue o them
While C6 says, “[tJhe alliances have got nothing to do with it [size].”
argucs that entering new markets through alliances “[ils not relevant 1o a
business as small as ours.”

There was general agreement on strergm of personal relaticnships,
cconomics of scalc, and [carning from cach othcr. Onc of the main rcasons

caen el v toarn crocrards alllaansac tha wrn e orevvernles ocfancad ra Aviadans o
H e \nu.a ALALLY CliGloEIL culln L HHTH R SUALFALEAY A%MALiANN LW UUIAE Wi

interviews was economues of scale. This becomes an important factor con-
sidering the size of most tourism busincsscs Therclore small businesscs usc
alilances for sustamablily, growth and diversity. Eccnomies of scaie was
further related to “core competencies”™ of all potential allarce partners
which if combined could produce syncrzy. As CH obscrves

[ts like synergies, basically you find thar companies of the same stan-
dard. for example vou see another compaay whick very much works
lixc us but speoialiscs in @ different geographical arca. We somctimes
[onn allicnces W incorporate o1 put in rescurces W be abe w achieve
cenain o>ectives. and the distribution aspect is one that car easilv be
shared beranse it does not in any paricnlar way ntedfere wirh the
objectives or the operations of these comoanies, But actually by just
pulling the resources vou achieve a better saturation of the marketolace
becausc the travel industry nowadays is i such a way tha: there a cor-
tain market-lockdowns, which means that you cannot wily-nilly send
vyt hrochure o and exnecr ezch sammanlar asency ro disnlav ir and
sell it. There are centain issues there. 5o by pulling the resources, if one
braochure s accepted then the ofher nas gor a hack-door entry so to
cpp:nl‘ Sos thace are the alliances that 2re farved. to bhe shle ta effec-

tively market product.

Tha tearral camteme ae r *maccanaalite: deivran® ifacndar  Ae “cnmial? 'ﬂvlri
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ness reverberated throughcut the interviews, with the imoressions of orice
and commitnent that goes beyond tie search [or profits inwo the area of
exceiienee. T argely cmbodies e approaci 10 winch aiiances e
travel sector are formed and mancged. Only C2, a franchise travel agent
cxceutive, said strength of personal relationships was not a factor in deter-
mining alliance partrers “Friendship” wirth zlliance partners was echoed
trom Ci’s statement; “In fact, unless you are alliance partners you are not
friends. T have fricads in all our alliance partners. We had really have no
rime for anyone else. We have no time for friends who are just friends,” 10



C3's statement that “good friendships are often formed. I mean at times
conventional but good friendsh:ps are formed, and out of those friendships
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costs with the ideas. there is gonnz be again, opportunities of scale ™ Aparn
from the thieen reasons lmcsrlgﬂted for lll'mc.e tonmation strength of
JClDbllcl: lC:dllUlldlll{Jﬂ h.‘l llllJUl!l&lll ldl lbullolll llLl:’lll\oOQ‘_’ i;'CLClUJC "i;xc
urength of that relationship will determine how well vour customers
are looked alier as opposed w maybe somebody else’s customers, Suength
of that relatonship wiil give key peopie 1in organizations the opportunity to
nick up the phone and say “1 need some help. 1 have got some customers
who arc stranded in @ particular destination, their flight was cancelled.
Can you look atter them?” Those relationshins will buy time and patience
and goodwil. if for some rezson we have to alter somebody’s travel
arrangements,

DISCUSSION AND CONCLUSION

This amicle seeks 10 answer the questions: Whar are the major motives for
stratecic alliance farmation in the travel sector of tonunem? Whar are the
relationships between company characteristics and motives for strategic alli-
ance formaticn” Most of the motives in this study have been stuciced before
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varadarajan and Cunningham (1995), Glaister and Buckley (1990), Jarratt
(1998), Whipplc and Gentry (2000), and Beverland and Bretherton (2001).
Tlu: L'J.llL}lel‘.Ull L:l}l“‘ll .{l')lll i.:.l‘.' 2lllll}y3ib ib i.ll'.;li o 3;.118}.(: biULT‘V _an --;(i.'i.LllC
all the motives for alliance formation. In addition, motives are emphasised
differently ceperding uvpon the sector, and 10 a certain extent, the size of
the husiness (numiber of empioyvees and company's mrnaver). However,
reputation and corporate image, strength of personal relationships, develop-
ing/creating new markets, economies of scale and learning from each other
remain the most important drivers identif:ed by this study. The importance
of these mcotives has not only been identificd through the ranking of their
means, but has also been echoec by almost all the executives who panrtici-
pated in the interview.

Motives such as developing/crcating new markcts, cconomics of scale
and entering new domestic and international markets have been found to
be scme of the main driving forces for alliance formation in previous stud-
ies (Glaister & Buckley, 1996). Glaistcr and Buckley arguc that thesc
matives reflact the nanire of markar rlr-vf-lnponpnr inr‘lnrlins the infliencs AfF
host government policy. While this study found no significant correlations
between legal requirements and developing/creating new markets, legal
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nternational markets.,



Tt is apparent thar strength of personal relationships has feanired more
prominentlv in the travel sector where emphasis is on a “personalitv” or
“friends” driven industry. This factor remains under-researched as compﬂm.d
to the cther factors which have been dealt with in previous stucies (Glaister
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find ou: how this factor drives and influences all:ance formation, choice of
alliance partners and alliance management. Of interest too is reputation and
corporate image. Kesearch by Sherwceod, Saxton and Inkpen (2000 ) indicate
that alliance paners are more willing o allow [or coordination of asks il
their counterparts are perceived 2s having solid maragerial and parmnering
icputation, because this reduces tie amount of risk and uncerainty.

While secking reputation by participating in franchises where reputa-
tion has alreadv been established by big and reputable franchise agencies
like Harvey World Travel, Traveland, and Jet Tours Lid., other SMEs in tour
ism, which desire to be independent, may form alliances with companies

>
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This has a potential to enhance the competitiveness of the alliance, where
compatibility is obvious and capabilitics, trust and commitment is alreacy
estanlisned. However, this approach also has the potential 1o destroy the
friendships that already exist.

Factors such as rapid technological change, volatility of the tourism
indusry and brand names have been identified as important merives for
alliance formation. The significance of ICT has been icentified in the litera
nire (Ruhalis 1906: 1998 1994 Rubalis X Licara 20007 Morrison X Harrison,
1998 : Palmer & McCole, 2000). Tourism suppliers such as airlines and hotel
chains, as well as destinations and intermed:aries such as travel agencies
and wour UpLraiuin fUrmn aldiaioes Ladt wilai ;x'l'uigu aiu i ast faini
share. Tdentifyving and farming alliances with powsrful brand names is an
itportan: aspect of alliance formation because well-managed Drands difler-
entiate the organization from its competitors, particuarly taking into
account the volatility of the tourism industry in Australia. The Australian
Government Tourism White Paper (2003) outlines various factors which
have exposed weaknesses in the capacity of the Australian tourism industry
to maintain sustained growth and respond quickly and effectively tc major

challenges Results of this studv sngoest that ane way in which tonrism

businesscs arc responding to the volat:ht*_/ of the tourism industry is through
strategic alliances.
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there are a number of factors facing travel sector businesses which could be
overcome through collaboration. These factors are both internal and exter-
nal tc the orgarization. Executives should conduct environmental analysis
with a view to understand this diverse range of factors and how they impact
on their businesses It is on the basis of the above analvsis that alliances
ccu.d be formed to overcome environmenzal factors which could not be



sufficiently overcome by companies operating individually. Further to this,
most tourism companies are SMEs. These companies face a number of chal-
ienges sucil us fuck 00 adequate Tesources, THESe can DE cotpensaed Dy
forming stratcgic alliances. Tactors such as strength of personal friendships
have been found to be closely ascociated with ownership status. This raises
a number of issues. [he first issue is an acknow.edgement of past research,
which has founc that family businesses are not necessarily tormed lor profit
maximisation bur ro enhance social stamis. However, forming alliances as a
way of enhancing social status could mean that a number of businesses
could actually under perfonmn: Therelore, business exccutive should ateinpt
to balance between profit minimisation and enhancing social statas. After
all, the fall of a busincss can scriously undermine social status.

The findings presented here must be understood in the context of
study limitations. First, it was difficult to identify organizations. which had
strategic alliances beicre distribution of questionnaires: this may be the sin-
gle factor thar accounts for poor retention of questionnaires. Secondly, the
number of miestionnaires remred mav have rednced external validiry.
One-hundred and twenrty seven out of 600 potential respondents completed
and rctumed the survey. The retum rate was difficult o convol because as
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selection of participants for interviews did not generate enough participants
as was expected. The approach of asking survey respondents to indicate
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nomes vl drtmmallntenta do th
few responded. Of those who responced, half of them latter declined.

Fourth, this study was Imited to 13 motives for alliance formation. This is a
Heuiciital Hudiaiiun ocause ciryiuranenial lavions HULUOSaiiyg Suatcgic
change in organizations arc many. However, it is also apparent that not all
thcse factors can be captured by a single study of this naturc. The thirtcen
motives [or strategic alliance formaton investugated in [his study were found
to be importan: although their significance slightdy varied according to com-
pany characteristics. These have implicztions tor both tourism-businesses
and SMEs in general. Recently, Chung ¢t al (2000, p. 210) suggested that the
time has matured for the rescarch community 10 examine and ascertain the
potential o strategic alliances among SMEs Decause these enterprises ©, L ae
ofter: characterized by tight resources, Lmited access to capital, and spccial-
ization in niche marlkets, along with increased globalization and rapid tech-
nological change, they face even more severe competition than large
organizations”. Although this statement was made in relation to ‘knowledge-
hased firms’, it is also relevant for tourism companies because they operats
under the same conditicns. The auestions for tourism business and SME
exccutives in general should be “How can we compensate for our smallness
Umough statcgic alliances in a way hat would enhance cur resources and
compctitiveness? In what wavs can wc cnhance svacrgv and lcarning
through strategic alliances? What should 1 lock for in a potential alliance



partner? How can I know when my alliance has gone bad? What skills do 1
need to be an effective alliance partners?” ‘These questions also offer
research opportunities for tourism and SME experts.

NOTES

1. Dillman (1978) observes that despite the importancs given (o response rate ccmparisons, they
are very difficult to mzke because researchers use varicus methods to compute hem. Dllmar comoares
two methods, one where calaclation o response rates is deternined as the percertage of peopk in the
OLZIED SATPis DO W HOHE COPIRET QUESUOTITRIISS @1€ GO, 0kl U1e e ive 1ueuion wierne
the response mate is calculated from as the percenage of contacas with eligible respordents that ~esult in
competed intervizws or cuestionnaires Tae formula for this laver calculation is:

Response Rate =(number of mmn'ai\fr.'u mber i sampie — |novelgible + nonreacpanie|) x 116)

It .5 tis latter formule which is used in study becavse out of 165 herdeopics sent out o potential
wespondents, seven lendeopies Cid noe reach the desived respoindents and twey wae ewaed w the
researcher anc our of the 435 elecuonic copies sent out by email, 145 were returned because either the
ICCPIENTS CImell a0dress ad  pennanent [l erors | e delvery O e recpen:  mied | of i DUsiness
hac ceased operations, It is therefore assumed that 444 (290 electronk and 158 hard coples) reached the

desired respondents.
2 Accowding 1o Conkes and Sead (1000 n 107 “whon the number of colk i loce than ten and

particularly when the total sample size is small, the lowest expedec freqaency required for chi-square
test is five. However. the observed frecuencies can be any value including 0.7
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