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The role of tourism public-private partnerships in regional development: a conceptual
model proposal

Mério Franco*
Cristina Estev&o?

Abstract

Tourism is characterized as being a sector that stands out as one of the business activities with the greatest potential for
worldwide expansion, and as an engine for economic growth. If at the national level, the appeal of tourism is significant, on
the local level this sector presents itself as an essential tool in regional development, as a means to avoid regional
desertification and stagnation, stimulating the potential of more undeveloped regions. In such a competitive sector as
tourism, companies should develop synergies and achieve competitive advantage. In this context, public-private
partnerships play an important role in regional development. The aim of this paper is to present a theoretical context that
combines different concepts and elements to explain and understand the public-private partnership phenomenon in tourism.
A conceptual model of the role of public-private partnerships will be proposed in order to contribute to successful regional
development.
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Resumo

O turismo caracteriza-se por ser um sector que se tem destacado como uma das actividades com maior potencial de
expansdo a nivel mundial e como um impulsionador do crescimento econémico. Se a nivel nacional o interesse do turismo
é significativo, a nivel local esse sector apresenta-se como um instrumento fundamental no desenvolvimento regional,
sendo um meio para evitar a desertificac8o e a estagnacdo econdmica das regides, estimulando as potencialidades das
zonas mais deprimidas. Num sector de grande competitividade como o do turismo, as empresas devem implementar
aliancas e outras formas de cooperagdo, para desenvolverem sinergias e alcancarem vantagens competitivas. Nesse
sentido, as parcerias publico-privadas desempenham um papel importante no desenvolvimento regional. O objectivo deste
estudo é desenvolver um quadro teérico, de forma a combinar diferentes conceitos e elementos para explicar e
compreender o fendmeno das parcerias publico-privadas no turismo. Sera ainda proposto um modelo conceptual do papel
das parcerias publico-privadas de turismo, no sentido de contribuir para o sucesso do desenvolvimento regional.

Palavras-chave : desenvolvimento regional; parcerias publico-privadas; modelo conceptual; turismo.
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Introduction

Tourism is acknowledged as one of the most relegaahomic and sociological phenomena of the present
time. In this millennium, this sector constitutesteuctural element of the dynamics of the gloanemy,
since it has become established as one of theimpsttant sectors worldwide (PITER, 2005). Thetelyi
positioning of peripheral regions may be achievgddentifying aggregated products, the establishnaén
public-private partnerships (PPPs) and the creatfametworks (BREDA; COSTA; COSTA, 2004). For over
two decades, networking has been accepted as aimportant factor of competitive advantage, forhbot
regions and companies (PORTER, 1990).

In today’s world, companies must compete on a ¢lstae, but they must also adjust to their envirent, to
become more efficient and effective locally. Netikgocan play a significant role, since they fad#itaccess to
knowledge, resources, markets and technologies TBQ% al, 2007). The tourism industry is in a tiéoa
phase and is subject to increasingly sophisticdémaands. In response, tourist destinations areonigtvg, on
a wider scale, to offer a more satisfactory expegeto the consumers of tourism (GRAY, 1996). Havev
Erkus-Oztiirk and Eraydin (2010) state that, destite increasing amount of discussion on the role of
networking in tourism; this is not supported by @&mpl studies and fails to explain how these neksanay
contribute to the sustainable development of teres. To dispute this idea and, given the impasaaf
partnerships for regional development and the asing competitiveness in the tourism sector, tiidysaims
to propose a conceptual model of tourism publiegte partnerships, as a contribution to successgibnal
development.

To meet the goals of our study, we started by gdlgezontextualizing the concepts of partnerships public-
private partnerships in the first section. Afterdsra literature revision was made, to shed mgte bn the
subject of partnerships in the tourism sector elttien three, we propose a conceptual model ofig@phvate
partnerships in the tourism sector. At the endpvesent the advantages, final considerations,dtiaits and
proposals for future investigation.

General framework

Networks are considered an important way to cregpertunities and transfer knowledge, since thihup of
extended relationship networks allows, directlyirmtirectly, greater environmental perception (FRADIC
2006). In this sense, cooperation between companisents itself as a suitable response, allowongpanies,
in diverse domains, to strengthen and/or complesér imited resources, without jeopardising thewn
individuality (FRANCO, 1995). The importance ofat&gic alliances for organizations has been intrgas
significantly, registering a tendency to continaeet/olve, because of factors such as increasiegnational
competitiveness, rapid technological progress hadsteady market, customer and supplier sophisticttat
has been witnessed (FRANCO; BARBEIRA, 2008). Sgiatpartnerships, in the form of strategic allisg)ce
are a cooperation method that may be establishieeebr public sector entities or between privatdosec
companies, or even between public and private argaéons. The objective of this section is to dlad set of
concepts and elements related to partnershipsRRd.P

Partnerships

Kernagham (1993) defines partnership as a reldtiprihat involves the sharing of power, work, suppo
and/or information with others, to achieve commaalg or mutual benefits. Partnerships are recodreze
ways of cooperation, of relevant importance forgh@motion of a long-term strategic thinking. THeained
results are flexible and innovative, producing gie that meet initial needs and expectations (QHAR,
1998). Partnerships may be formed for several rsagtiege, Perry and Go (2001) and WTO (2003) ifileht
several reasons leading to a partnership: i) tdacten of risk and costs of accessing new markitsugh
reinforcement of financial resources and share ushdn resources, ii) extending the scope of opéraitio
actions, taking as an example small companieséhah international markets by affiliating with qoemnies or
groups with a larger scale, iii) acquiring capasitand knowledge, iv) directing customers througirtem
effective distribution channels, v) the creationnefnv products or services and vi) achieving hidaeels of

CADERNOS EBAPE. BR, v. 8, n° 4, artigo 2, Rio de Janeiro, Dez. 2010 p. 601-612



O papel das parcerias publico-privadas de turismo no desenvolvimento Mario Franco
regional: proposta de um modelo conceptual Cristina Estevéao

efficiency and economies of scale. According tonB@nd Merrill-Sands (1999), a set of factors expthe
success of a partnership, including the followitereents: i) strong vision of the goals to achiayestrong
and shared leadership, iii) shared definition ambr@each to the problem, iv) equitable power, V)
interdependency and complementarity, vi) respolityibsharing, vii) attention to the process, viii)
communication links, ix) explicit decision-makingopess, x) trust and commitment and xi) credit and
recognition. These elements are interdependest@asn in the following figure, in a way that theuccessful
implementation allows the creation and developroéah open and trusting environment.

Figure 1 - Elementsfor a successful partnership
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According to WTO (2000), many strategic partnershgre formed between companies that compete
aggressively for the same market but understanbdehefits of cooperation to strengthen that coripetiess.

Public-private partnerships (PPPs)

PPPs may be seen as a cooperative alliance betiweegpublic and private sectors, in different arefs
intervention which are traditionally inherent toettpublic sector, but without embracing a complete
privatization process (LINDER, 1999). The undenyipremise of PPPs is to benefit all parties invibjve
through alignment of their resources and goals.sP&B becoming more common, because governments
realize these agreements may have many tangiblenanddiate benefits, and the private sector istgchn
access to new markets and opportunities (PARTNERIN@002). According to Kim, Kim and Lee (2005),
PPPs are essentially partnerships between pubtiorserganizations and private sector and corporate
investors, for the purpose of conception, plannifgding, construction and supply of infrastructura
equipment or exploration of services. ECLAC (208dyis that PPPs are characterized by the sharirigkef
investment, resources, responsibility and rewards.

According to Kim, Kim and Lee (2005), PPPs are thet solution for the complete transfer of all seegi
since partnerships of this kind have process hsrafid risks. According to these authors, the litsrafe the
following:
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Cost Reduction — With PPPs, governments are able to performemstomy, not only for the construction of
capital projects, but more importantly, in opergtamd maintaining services;

Risk Share - With PPPs, the government may share the risks aviprivate partner. The risks may include
excess costs, failure to meet the time limit fdiveeing a service, difficulties in complying wigmvironmental
regulations and others, or the risk that earningy mot be sufficient to pay for the operational @agital
costs;

Improve Service Levels or Maintain Current Service Levels — PPPs may introduce innovation in how delivery
of the service is organized and performed.

Earnings Improvement - PPPs may set user rates that reflect the trsts éar a specific service. Public-private
partnerships also offer the opportunity to intragliienovative income origins, that would not otheevbe
available through conventional service providinghods;

More Efficient Implementation — Efficiency may be achieved through the combamabf several activities,
such as creation and construction, more flexiblgusttions and hiring, faster approval for moreiosét
capital funding and decision making;

Other Economic Benefits — Greater government involvement in PPPs may raidséimulate the private sector
and contribute to increased employment and econgraigth.

As far as risks are concerned, Kim, Kim and Le®®Gtate the following:

Loss of Government Control — PPPs, by their nature, imply the share of risks @decision-making between
partners. PPPs that involve significant investnaamt risks by the private partner often mean grqzaener
involvement in decisions on how services are dedidgas well as on prices;

Greater Spending — In establishing price and fee policies for ssrvilsers, not all governments consider the
“true” service-providing costs. The service proddbrough PPPs demands price and tax policies¢flatt
the entire cost;

Palitical Risks and Labour Issues — Many governments lack experience in PPPs andablisof familiarity
with PPPs by governments and interested partiesesajt in greater political risks. Collective agmeents and
labour laws applied to the PPP may cause an adiesgense from unions or civil servants;

Responsibility Issues — With PPPs, the responsibility for service prayisis less clear to the public than the
traditional method. This may result in public @igim of the partnership and of the involved partoedemand
greater government involvement, to ensure confgramt response to public demands;

Insecure Services — Private partners may suffer labour disputesaniial problems or other circumstances
preventing them from honouring their commitments;

Lack of Competition — Competition leads to innovation, efficiency dader costs. Governments may not be
able to benefit from PPPs if there is a limited benof potential private partners with the know-havability
to respond to a certain proposal;

Reduced Quality or Service Efficiency — If not properly structured, PPP contracts mayltesueduced quality
of the service, inefficiency or lack of suitableimtanance of an installation;

Imbalance in the Sdection Process — The conventional forms of service provision maneyate potential
problems for the government, which may be accu§edrtiality in the selection of proposals.

According to ECLAC (2007), PPPs may assume mamgddo promote tourism as part of the competitivenes
of this sector, updating strategies in severalsaaeal using several tools. In this context, thiewoahg section
deals with PPPs in the tourism sector.
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The tourism activity

According to Jackson and Murphy (2002), it is goveents themselves that identify tourism as a plessib
means to achieve economic development, given tneigcof jobs in traditional sectors of the ecoyorfihe
same authors assert that the development of toisibging able to produce an integrated territatégtination
able to attract and support the volume this maygea in the future.

Global networks are particularly crucial for tomnisompanies, because it is an essential condiainthere
are strong relationships between suppliers and api®p, such as tour operators, necessary to agiciul
customers and maintain competitiveness in the wualiel tourism market (ERKUS-OZTURK, 2009). In this
context, the WTO (2003) states that cooperatianany tourism areas is evolving towards the estabint of
formal partnerships, between the various partie®lved in the public and private sectors, considere
fundamental for the increased competitivenessisfdttivity.

The tourism stakeholder theory

A tourist destination is the combination of produdervices and experiences offered in a certdirdetned
geographical area that allows perception of theairtypof tourism, as well as management of the ddraad
supply, in a way that maximizes the benefits of silkeholderdBUHALIS, 2000). Application of the
stakeholder theory to any industry assumes thaBlmuoatters become a concern to be disclosed in the
companies’ management (ROBSON; ROBSON, 1996).

The marketing strategies adopted by any destinalwmuld consider the desires and expectations|of al
stakeholders, such as the resident population,emeineurs and investors, tourists, tour operators,
intermediaries and other interest groups. Oneefrihjor difficulties is to assure the usage of jpudmsets like
natural resources, for the benefit of all staketwddand at the same time preserve those resouwces f
forthcoming generations. Conflicts often arise eesly if the stakeholders intend to benefit frim existing
resources in a short-term perspective (BUHALIS,@0The relationships between tourism stakeholdethe
perspective of Buhalis (2000), are clear in figire

Figure 2 - Relationships between stakeholdersin tourism
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Source: adapted by Buhalis (2000, p.99).
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The stakeholdetheoryworks as a normative tool in tourism planning taty be used to promote cooperation
between the fundamental parties involved in thaemfey process. Stakeholder interaction has higtdijithe
importance of the resource of partnerships, asyatavenobilize the different groups of interveningdies and
coordinate effectively the interests of each (ROBERSIMPSON, 2000).

Partnerships in tourism

Witt and Moutinho (1995) claim that partnershipotigh strategic alliances may constitute the keyh&
survival of small companies in the hotel and cateihdustry, in travel and other sectors of tourigfliances
may be applied to small businesses, through thatioreof partner networks. These alliances emerghé
light of trends to concentrate and internationalisesociated with the sector and the tourist imgust

Long (1997) states that tourism partnerships aieafecooperative efforts between autonomous stiétels,
representing organizations in two or more sectdth imterests in tourism, that team up in an intgva
process, using common rules, norms and structates,previously established organizational level ena
delimited geographical area, acting or making dewesson issues related to the development of touris

Partnerships between public and private sectorschogk cooperation between local suppliers constitu
essential factors to allow destinations to offealiy products. Exceeding consumer expectatiors\igy to
ensure destination maintenance successfully atieilong-term (BUHALIS, 2000).

The WTO (2000) defines the functions and respalitiisi of the different bodies involved in publiciyate
partnerships in tourism (table 1).
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Table 1 - Functions and responsihilities of public-private partnerships

Public Sector Private Sector

Understand the environmental and social concerns of

Having a vision for tourism "
governments and local communities

Provide a favourable environment for tourism, whichDevelop skills and the wish to use competence,sscce
allows sustainability and profits for the privatctr, to finance for development and operation of tourism
offering free capital flow and facilitating investmts  services

Assume collective responsibility for spreading and
Ensure proper infrastructures and their maintenancepractising industry standards, considering ethics,
moral and justice

Contribute to preserving culture, traditions, and
Generate sufficient market conditions to stimuthe environment, leading the education and orientation
sustainable development of tourism tourists, as a fundamental directive for the sustale
development of the sector

Involve local communities in tourism development
and assure they are satisfied with the benefiextéd
to them

Provide support, favourable terms and servicekdo t
private sector, along with incentives

Develop measures for training professional labour

Ensure a flexible labour legislation A X . S
skills, in order to achieve excellence in servicaldy

Cooperate with governments to ensure the safety and

Ensure steady regularization and a fair tax policy well-being of tourists

Provide a regulating model through consultatiorhwit
all stakeholders, for the protection of naturaltfumal
and social environments

Contribute to the development of research and
creation of statistical databases

Resort to technologies, in order to increase the
effectiveness of operations, tourism marketing and
service quality

Ensure local communities’ well-being, as well as th
well-being of domestic and international visitors

Carry on research initiative, in cooperation wiik t
private sector, for the supply of information about
markets to the industry and the community of
investors, to improve the perception and
understanding of market changes

Source: WTO (2000, p.63).

Following a study published by the WTO (2002), thain objectives leading to the creation of a pasime
were identified, according to the different arefiaation. The following table sums up some of tenfdations
justifying the partnership, by the different past@mposing the tourism stakeholders.
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Table 2 - Objectivesin creating partnerships

Products

Marketing and Sales

Value and preserve resources

Develop the destmatiage

Establish quality standards

Develop marketing efficy

Develop attractions, theme parks and accommodatidmprove the scope and coverage of the markets

Provide technical support for the development of

innovative programs

Provide support for marketing and electronic
distribution, including the internet

Contribute to the economical well-being of the
community

Provide support for participation in exhibitions

Create sustainable development of tourism

Valuetioperation of marketing programs

Overcome investment barriers

Access new markets

Protect consumers

Face the competition

Research and Technology

Infrastructures

Provide research methodologies and quantitative

analysis

Develop roads, transport infrastructure and basic
services

Implement tourism satellite accounts

Ensure puidiglth and sanitation

Facilitate technological developments

Ensure safety

Develop communication systems

Human Resources

Funding

Establish quality and service standards

Obtaingtment and funding

Offer training and education programs

Influenceligubvestment

Develop productivity and innovation

Obtain initinyestment

Mario Franco
Cristina Estevéo

Source: adapted from WTO (2002).

Rejuvenation of the tourism destination may be araged through strong PPPs, because only througf lo
term projects with a view to the future, is theatotompetitiveness of destinations brought about
(WEIERMAIR; PETERS; FREHSE, 2008).

Critical success factors of tourism partnerships

Partnerships between the public and private seet@sncreasingly recognized as a strategic ogtiorthe
development of tourism. However, there is a gathénstudies conducted on this subject, mainly aorig
the efficacy and efficiency of such partnershipss therefore necessary to identify the critiaadcess factors
of these cooperation forms in tourism (AUGUSTYN; &WLES, 2000).

Identification of factors that influence partnegshsuccess is fundamental for its analysis and fdulla
understanding of the scope of this sort of coomeratn this sense, we present a list of factoes #ilow the
committed entities to create a PPP, to obtain anmamediate and correct perception of the prinsiplet
should sustain and maintain cooperation in tourism.
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Table 3 shows some success factors in managingfprblate partnerships in the tourism sector, adiog to
the WTO (2000).

Table 3 - Success factors in managing public-private partnershipsin the tourism sector

A balanced structure, with clear role assignmedtrasponsibility for all members;

Leadership sharing between both sectors, with gremd well-defined goals, realistic expectationg an
identification of the benefits on both sides;

A flexible approach by partners, along with thel valunderstand each partner’s needs, contributiitig
the share of resources;

Awareness by all partners that the developmerauwigm must be sustainable, from an economic, lsot a
social and environmental point of view;

A long-term commitment that combines strategiconsand planning with specific short-term goals able
to be measured;

Periodic evaluation of the effectiveness of the ymérformed by each partner;

Accurate and effective communication between pastaad from partners towards all stakeholders.

Source: WTO (2000).

In the perspective of Kim, Kim and Lee (2005), tttical success factors in managing public-private
partnerships in the tourism sector involve: i) ekmxperience, ii) well-founded objectives, iii) rpgership
development structure, iv) effectiveness and effficy of partnership actions and v) sustainablereaifithe
partnership.

Other critical success factors of great relevamcettis sort of cooperation, according to Augus{¥896),
Augustyn and Knowles (2000) and Stoner and Fregd29R), are: i) the formality of the agreement -iolth
establishes the partnership should be simple asedban legal requirements, ii) clear goal definitiothe lack
of explicit goals reflecting private sector intéseseduces the commitment of potential companiezctoeve
the partnership goals, iii) organizational struetura partnership should base itself on effecto@dination
that demands the establishment of an efficientrinddion system and an effective support networke Th
benefits of information from social networks aradial for the success of partnerships. The kepdosticcess
of any partnership relies on recognition that themership constitutes a business relationshiprevimembers
share risks, rewards and responsibilities for ssgcoe the lack of initiative (WTO, 2003).

Identification of critical factors that may influes the success of partnerships is essential fordhecess. To
do so, it is important to approach issues suchagsqrship formation and organization, the goalthatvery
base of that formation and its organizational stmec

Conceptual model proposal

The arguments for emerging networks, especialgted| to tourism activities, are essentially thecaétand
few case studies define them, showing a need foe r(rERKUS-(")ZTURK; ERAYDIN, 2010). This being so,
presentation of a conceptual model of public-pevaartnerships, to contribute to successful regiiona
development, has the objective of serving as a®tgpr regional case studies for future geogragmd
temporal comparisons.

The proposed model has a central point that censfsa tourism stakeholder relationship networkirgm
industry, tour operators, local government depantsjdourists, public sector and government, usities and

the community) with the PPPs of the tourism dettina considering the resources and attractiongadole,
influenced by the partnership goals and the ctifmetors that may influence the success of thénpeship.
The objectives are based on the products, infestie, human resources, marketing and promotion and
funding. The critical success factors are basedhenformality of the agreements, clear goal dedinit
organizational structure, leadership and flex#ilisocial networks and the efficiency/efficacy dfet
partnership performance. The model representstaragtive tourism system. If there is harmony betwthe
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various relationships and variables, these aspélttsontribute to the success of the partnersinig therefore
contribute to the regional development of a towtesdtination.

The following figure presents a theoretical congaptmodel proposal for successful public-private
partnerships, for the development of a regionaisbdestination.

Figure 3 - Conceptual model for public-private partnershipsfor the development of regional tourism
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Final considerations

The approaches to partnership studies are couathessiay be studied according to different poihtaew. A
basic concept of the utmost importance defendspidusdherships evolve in a dynamic manner, in respao
both internal and external forces. The key faaading to partnership relies on the fact that attners, either
from the public or private sector, wish to ben&fiim sharing resources and objectives. This stadytd the
conclusion that the importance of partnershipsa agay to ensure sustainable development of thaéstour
sector tends to present itself as something conakaad evident. However, the great difficultied ahstacles
the creation and organization of partnerships fa®ealso undeniable. The main threats to the ssiaufes
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partnerships are usually associated with the pgocepthat potential members have of one anothérhithe
organizational structure they possess. From thes gaarspective, identification of critical succeastdrs is
revealed to be of great importance for correctnaship management, acting as a reference of gemtiqes
for the creation and maintenance of this cooparatiethod.

The proposal of a conceptual model for public-gavpartnerships presented here, makes a contmbtdio
regional development, may contribute to identifmaif gaps and potentials for competitive develeptthat
will aid the competent entities in their managentasks.

This paper has limitations related to the fact thatmodel presented was not tested empiricallyedisas the
shortage of specific studies about the tourismngaship phenomenon in Portugal. In fact, the iataxf
between the public-private domains has receivedt gmgportance in national and international corgedtie to
the economic and financial crises. Thus, the mpoedented may be looked upon as a small step stulg of

public-private partnerships in tourism, a mattext tthould be researched in future studies, narhebugh a
case study of inland regions and geographical eampdral comparisons. Another investigation propsst

apply this model to other sectors of activity, witle necessary adjustments.
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