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Abstract

This paper explores the effect of the perceived threat of informal tourism actors on

the operational performance of formal actors. Based on data collected from

130 inbound tour operators, the paper develops and tests a conceptual model repre-

senting the effect of the perceived threat of informal actors. The analysis has

revealed a complementary partial mediation effect of the perceived threat of informal

actors on operational performance. The perceived threat of informal actors is signifi-

cantly associated with operating performance, both directly and indirectly, via

increased coopetition among tour operators. The findings provide a basis for

theoretical and managerial recommendations.

French version

Version française :

Cet article explore les effets de la menace apparente des entrepreneurs du tourisme infor-

mel sur la performance opérationnelle des acteurs formels. Il s'appuie sur les données col-

lectées auprès d'un échantillon de 130 agences réceptifs. Aussi, il développe et teste un

modèle conceptuel qui représente ce qui est perçue comme l'effet de la menace des

acteurs informels. L'analyse a révélé un effet complémentaire de médiation partielle de la

menace perçue des acteurs informels sur la performance opérationnelle. La menace per-

çue des acteurs informels est significativement associée, directement et indirectement, à

la performance opérationnelle, à travers une coopétition accrue entre les réceptifs. Les

résultats d'analyse constituent une base des recommandations théorique et managériales.
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1 | INTRODUCTION

While the informal economy was previously addressed mainly by

economists, the concept has recently attracted multidisciplinary

scholarly attention. Drawing its origin from Hartz in 1972, the infor-

mal economy has now become one of the widely researched areas

(Alrawadieh & Alrawadieh, 2018; Çakmak, 2020; Çakmak et al., 2018;

Kelmanson et al., 2019; Mwesiumo et al., 2021; Richard &
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Cleveland, 2016; Williams & Oz-Yalaman, 2020). The informal econ-

omy exists globally, but its magnitude varies from one country to

another. However, it is more predominant in developing countries

than in developed nations. According to the International Labour

Organization (2020), 61 per cent of the world employment is derived

from the informal economy.

The informal sector is well known for its favourable impact on the

economy of tourism destinations. For instance, it contributes to generat-

ing employment among unskilled workers, incubating emerging firms,

supporting low-income families and providing formalised firms with com-

petitiveness and increased business performance (Ali, 2017; Mwesiumo

et al., 2021). Despite these advantages, the underground economy has

multiple adverse effects. These include the loss of government revenues,

erosion of destination image and destination trust, imposing unfair com-

petition among the formalised companies, and increased crime rate

(Mwesiumo et al., 2021). Therefore, despite several efforts taken by tour-

ism destinations to attract tourists (Kumar & Dhir, 2020), the presence of

informalitymay jeopardise their performance.

Tourism and hospitality scholars have highlighted several aspects

related to the informal actors (e.g., Çakmak, 2020; Çakmak

et al., 2019; Çakmak & Çenesiz, 2020; Dahles, 1998; Kedir

et al., 2018; Mwesiumo et al., 2021; Trupp & Sunanta, 2017). For

instance, Mwesiumo et al. (2021) studied informal entrepreneurs'

effects on formalised tour operators' business performance. Using

activity-based theory, they found that service quality and acquisition

efforts are essential variables that trigger the business performance of

tour operators. Trupp and Sunanta (2017) investigated the informal

economy in the eyes of souvenirs street vendors, one of the neglected

groups in Thailand's tourism industry. They found that souvenirs

vending helps women earn income, which in turn enhances gender

inequality. Çakmak et al. (2019) examined the informal actors' capital

conversion and capital usage. Their analysis revealed that several

types of capital are suitable for different informal actors based on

their development stage. For instance, they found that symbolic and

cultural capital is ideal for small and medium-sized informal players.

While the extant body of literature in tourism and hospitality pro-

vide valuable insights regarding informal players, there are several

facets of this phenomenon that remain unexplored. One of these facets

is the effect of informal actors on the operational performance of for-

mal actors. Formal tourism actors operating in developing countries

often complain about unfair competition from their informal peers.

Their complaints are understandable considering all the regulatory chal-

lenges that they go through, including bureaucratic business registra-

tion process, paying high taxes and fees, waiting in line for permits and

undergoing continuous scrutiny from government agencies. In contrast,

informal actors do not spend resources to comply with these regulatory

hurdles. As such, formal actors tend to have higher operating costs

compared with their informal counterparts (Mwesiumo et al., 2021).

Therefore, an intriguing question is: how does the presence of informal

actors affect the operational performance of formal actors?

To contribute to the body of knowledge related to the informal actors

in the tourism industry, the present study develops and tests a theory-

drivenmodel that explores a potential mediating role of coopetition in the

relation between perceived threat of informal actors and the operational

performance of their formal peers. In other words, we explore the effect

of perceived threat of informal actors on the tendency of formal actors to

cooperate and compete, and the implication on their operational perfor-

mance. Exploring coopetition as one of the potential mechanisms linking

the threat of informal actors and the operational performance of the for-

mal actors is interesting because, as Damayanti et al. (2017) suggests, coo-

petition can help actors deal with uncertainty and challenges posed by

external business environment. Since there is a considerable body of

knowledge related to the focal variables addressed in this study, taking a

deductive approach, that is developing and testing hypotheses, was

deemed appropriate. Thus, this study offers insights that are valuable not

only for tourism discipline but also for other disciplines where concepts

such as coopetition and operational performance are relevant.

The remainder of the paper proceeds as follows. The following

section reviews the existing literature related to the key concepts

addressed in this study. This is followed by the methodological

section where sampling, research strategy, data collection and measures

are described. Subsequently, the analysis section is presented, followed

by findings and discussion sections. The conclusion section highlights

the limitations of the study and areas for further studies.

2 | LITERATURE REVIEW AND
HYPOTHESES

2.1 | Informal actors

While informality has been one of the existing features of all economic

sectors, the tourism industry is one of the most affected sectors, espe-

cially in developing countries (Mwesiumo et al., 2021; Omri, 2020). Infor-

mal entrepreneurs, also known as informal actors or informal players,

refer to the individuals or firms operating underground without register-

ing their businesses to the government for taxation and regulation

(Williams & Martinez, 2014). Examples include beach boys, unlicensed

tax drivers, freelance tour guides (Mwesiumo et al., 2021) and street ven-

dors and pedicab drivers (Damayanti et al., 2017). The advent of the

internet since the 1990s significantly increased the momentum of the

informal sector. The internet's contribution to disintermediation is

immense as it provides customers with direct access to service providers.

Thus, today's customers can easily access and interact with potential ser-

vice providers (formal or informal actors) and make price comparisons.

Prior research has divided informal actors into two main categories. The

first group classifies informal entrepreneurs based on their size (Çakmak

et al., 2019), while the second classification is based on the magnitude of

formality and informality (Williams & Nadin, 2012). The size-based crite-

rion divides informal players into freelancers, small, medium-sized and

large informal entrepreneurs. The magnitude-based classification catego-

rises informal players into permanent wholly, temporary wholly, perma-

nent partially and temporary partially informal actors.

Although formal tourism actors compete among themselves, they

also face competition from informal actors (Mwesiumo et al., 2021).

For instance, formal tour operators who, among other services,
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provide tour guiding service, can face competition from freelance tour

guides. Likewise, registered transport companies that provide transfer

services in destinations can face significant competition from unli-

censed taxis. Due to competition from informal actors, formalised

firms engage in several activities and employ multiple techniques to

secure competitive advantages (Damayanti et al., 2017; Della Corte &

Aria, 2016). These strategies include differentiating themselves from

informal actors in terms of service quality and reliability.

2.2 | Informal actors and operational performance

Operational performance refers to the firm's capacity to produce and

deliver its services and products efficiently and professionally (Zhu et al.,

2008). In a B2B environment, operating performance is mainly equated

with physical service attributes (Stank, Goldsby, and Vickery 1999, p.

430). Thus, service reliability (dependability and accuracy), service effec-

tiveness and on-time service delivery are typical operating performance

examples. The disruptive innovation theory suggests that the entry of

informal players can trigger the efforts of the formalised firms to enhance

their operational performance to mitigate the perceived danger imposed

by the informal actors (Christensen, 1997; Christensen et al., 2015). Like-

wise, the resource-based view suggests that firms use valuable, scarce

and inimitable resources to create and maintain competitive advantage.

As formalised firms tend to have relatively more resources than their

informal counterparts, they are more likely to use their resources to boost

operational performance (Seyito�glu & Ivanov, 2020). The resources help

formalised tour operators differentiate themselves from competitors, one

of the most reliable approaches to securing competitiveness in tour oper-

ation business (Picazo &Moreno-gil, 2018).

Furthermore, they can use their financial resources to enhance the

delivery of their services. This can occur, for example, by replacing their

old vehicles with new ones, enhancing their technological know-how to

attract customers, and providing training to their employees to improve

their operating performance. Previous research has underscored that

competition intensity stimulates competitiveness (Ali, 2017;

Darbi, 2016). Likewise, the perceived danger from the informal actors

can trigger the efforts of the formalised players to enhance their ser-

vices quality and their efforts to acquire customers (Mwesiumo

et al., 2021). Accordingly, the present study argues that the perceived

threat of informal actors is likely to motivate formal actors to unleash

efforts to increase their competitiveness, which will lead to improved

operational performance. Hence, the following hypothesis is proposed:

H1. As the perceived threat of informal actors

increases, so does the operational performance of for-

malised firms.

2.3 | Coopetition among tourism actors

Firms may collaborate with their competitors to enhance their

strength in a competitive business environment (Della Corte &

Aria, 2016). Collaboration among competitors is technically known as

coopetition. However, Bengtsson and Kock (2014) refine this concep-

tion of coopetition and suggest that it is more precise to consider it as

‘a paradoxical relationship between two or more actors, regardless of

whether they are in horizontal or vertical relationships, simultaneously

involved in cooperative and competitive interactions’. All in all, coope-

tition involves competitors that cooperate on some value-creating

activities while competing on other activities (Rusko 2011). For exam-

ple, firms may compete on activities such as production and logistics

and collaborate on other activities such as sales marketing. In addition,

coopetition is related to several benefits such as the increased possi-

bility of developing new products, improved market position,

increased flexibility and lower costs. Thus, one can say that coopeti-

tion occurs when a tourism actor cannot attain a certain goal alone

and thus decides to join forces with a competitor (Grauslund &

Hammershøy, 2021; Von Friedrichs Grängsjö & Gummesson, 2006).

Considering the interdependence and complementarity nature of

the tourism industry (Mwesiumo & Halpern, 2016; Mwesiumo &

Halpern, 2019), coopetition should be one of the fundamental topics

in tourism research (Chim-Miki & Batista-Canino, 2017). Indeed, sev-

eral studies have addressed issues related to coopetition in tourism.

For instance, Della Corte and Aria (2016) investigated the role of coo-

petition among small and medium tourism enterprises and found that

it helps to improve performance. Likewise, Czernek and Czakon

(2016) explored trust-building processes in coopetition among tourism

firms, while Suhartanto (2017) examined the role of store coopetition

and attractiveness on the performance of tourism destinations and its

retail stores.

Overall, coopetitive behaviours are advantageous to firms as they

provide room for knowledge sharing (Tsai, 2002), enhance the finan-

cial performance (Luo et al., 2006), a foundation to overall competitive

advantage (Bengtsson & Kock, 2014; Czakon & Czernek, 2016), moti-

vating marketing performance (Grängsjö, 2003; Wang & Krakover,

2008), enhancing the co-creation (Lorgnier & Su, 2014) and delivering

economies of scale (Kylänen & Rusko, 2011). Consequently, the prac-

tice of coopetition is prevalent even among informal tourism actors.

For example, Damayanti et al. (2017) examined coopetitive behav-

iours among informal actors consisting of street vendors and pedicab

drivers in Yogyakarta. Their analysis revealed the existence of both

simultaneous and sequential coopetition among these actors. While

the former is performed at the same time, the latter has a time lag.

Simultaneous coopetition is based on attaining multiple resources

such as customers, space and time, sequential coopetition usually

occurs when the actors share a single resource, such as customers

(Damayanti et al., 2017, 2018).

In sum, coopetition is viewed as a means for increasing competi-

tiveness among tourism enterprises (Chim-Miki & Batista-Canino,

2017). As such, we argue that the perceived threat of informal players

is likely to trigger a strategic response among formal players to

increase their competitiveness and mitigate the danger. Given the col-

laborative and complementary nature of the tourism industry, we con-

tend that such a response includes increased coopetition.

Furthermore, due to its benefits, such as increasing flexibility, we
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argue that increased coopetition should result in increased operational

performance. Based on this reasoning, we posit the following

hypotheses:

H2. The perceived threat of informal actors is posi-

tively associated with coopetition among formal actors.

H3. Coopetition is positively associated with the oper-

ational performance of the formal actors.

3 | METHODOLOGY

3.1 | Description of the context and data
collection

This study was conducted in Zanzibar, one of the two countries form-

ing the United Republic of Tanzania. It is one of the beautiful islands

in the Indian Ocean, located 35 km off the Tanzania mainland

(Sharpley & Ussi, 2012). Before the onset of the COVID-19 pandemic,

the destination received over 500,000 tourists annually, mainly from

western Europe (RGoZ, 2019). While the island laws provide guide-

lines for individuals and firms to operate tourism activities (The Zanzi-

bar Tourism Act No. 6 of 2009, 1996), there is a significant number of

informal tourism actors. For instance, although section 19 of the

Zanzibar tourism act requires only registered and licenced tour opera-

tors to conduct tour operation activities, many actors such as taxi and

private hire drivers, hotels staff, freelance tour guides and beach boys

engage in tour operating activities informally (Mwesiumo et al., 2021).

In 2010, the Zanzibar Association of Tour operators found that that

over 60 per cent of the transfers and excursions conducted in Zanzi-

bar were operated informally (ZATO, 2010). The informal actors coex-

ist with their formal counterparts, but the relationship between them

is hostile. While the formalised firms pay tax at the Zanzibar Revenue

Board (ZRB) and the Tanzania Revenue Authority (TRA) (Mahangila &

Anderson, 2017), informal actors are not legally bound to pay the

same. Currently, tour operators are required to pay 15 per cent as

tour operators levy from each transaction they make and 30 per cent

of the corporate tax from the profit they made. Conversely, the actors

in the informal economy do not pay these taxes. For these reasons,

the registered tour operators tend to charge higher prices compared

with their informal competitors.

3.2 | Data collection

Data for this study were collected from the inbound tour operators

through a self-administered questionnaire. The sample of the study

was based on a list of 233 licenced tour operators from the Zanzibar

Tourism Commission (RGoZ, 2020). Thus, a total of 233 questionnaires

TABLE 1 Measures of the constructs

Construct Abbreviation Indicator

Coopetition COOP1 We cooperate with our competitors extensively

COOP2 We share assets (e.g., equipment) with our competitors

COOP3 We cooperate with our rivals to achieve a common goal

COOP4 Active collaboration with rival firms is important to us

Operational performance OP1 Our organisation has an on-time delivery performance.

OP2 Our organisation is capable of delivering services to the market faster than informal

players.

OP3 Our organisation has a fast delivery.

OP4 Our organisation delivers value for money services

OP5 Our organisation tries its best to deliver services that meet the expectations of the

customers.

OP6 Our organisation has superior conformance to service specifications.

OP7 Our organisation has superior service capability and performance.

The perceived threat of informal

players

IPT1 Informal players seriously threaten the existence of our company.

IPT2 Anything we can offer; informal players can match easily.

IPT3 Informal players force our company to pay our staff lower salaries.

IPT4 Informal players force us to lower the prices of our services.

IPT5 Informal players do whatever it takes to steal our clients.

Firm size FS1 Firm's number of departments

FS2 Firm's number of employees

Firm age FA Number of business operation years

Contingency plan COPL If a business has a contingency plan for emergencies

778 ABDALLA ET AL.
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were distributed to the registered and licenced tour operators in Zan-

zibar. We applied drop-off and pick-up method to collect data. This

approach involved delivering questionnaires at the premises of the

tour operators and collecting them afterwards. Since geographically

Zanzibar is small, and most tour operators are located close to each

other, the approach was deemed appropriate as it was likely to

increase the response rate (Mwesiumo et al., 2019). In total, 150 ques-

tionnaires were returned and only 130 surveys were found usable

after eliminating respondents with excessive missing values. The sam-

ple size accounts for about 56% of the sampling frame.

3.3 | Operationalisation of variables

Measures and scales employed in the present study (Table 1) were

adopted from previous prominent studies. The indicators were mea-

sured on a 5-point Likert scale from 1 (strongly disagreed) to

5 (strongly agree). To measure the perceived effect of informal

players, six items were adopted (Kwieci�nski, 2017). Operational per-

formance (OP) was measured using indicators adopted from Masa'deh

et al. (2017) and Nabass and Abdallah (2019). Finally, coopetition was

operationalised by four indicators based on Bouncken et al. (2018). In

addition to the focal variables, three variables were included as poten-

tial alternative explanations for the variation in tour operators' opera-

tional performance. These variables are firm size, age and the

presence of a contingency plan. While firm size was determined by

the number of employees and number of departments, firm's age was

measured by the number of years a firm has been operating

(Liu, 2017). We assumed that firm size and age are appropriate proxies

for firm's resources and capabilities, which could lead to the increased

operational performance. As for the contingency plan, the tour opera-

tors were asked whether they possessed or did not possess the plan.

We assumed that having a contingency plan indicates strategic think-

ing, which might also lead to increased operational performance.

In line with Dolnicar et al. (2015), the measurement items were

modified accordingly to fit the research context. Doing so would

potentially result in insights that have meaningful implications for

practice. To ensure content validity, four experts, two from academia

and two from the industry, were consulted and their input led to the

refinement of the questionnaire. Consequently, we conducted a pilot

test with 20 questionnaires to assess the understandability of the

TABLE 2 Descriptive statistics of the measurement indicators

Indicator Mean SD

IPT1 3.923 1.225

IPT2 3.732 1.019

IPT3 3.769 1.354

IPT4 4.023 1.167

IPT5 4.377 0.905

COOP1 3.023 1.262

COOP2 4.069 1.032

COOP3 3.777 1.260

COOP4 4.069 1.017

OP1 4.162 1.036

OP2 4.146 1.024

OP3 4.054 0.931

OP4 3.812 1.142

OP5 4.349 0.950

OP6 4.008 0.916

OP7 4.238 0.875

FS1 2.969 1.381

FS2 10.846 15.740

FA 9.646 7.340

F IGURE 1 Structural model
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items. Considering the responses obtained from the respondents,

minor modifications were made to create a final version of the ques-

tionnaire. The instrument considered several ethical issues. First, we

applied for the research permit to the vice president's office of the

revolutionary government of Zanzibar. As a result, we were

authorised to conduct the study.

3.4 | Addressing potential common method
variance

Several techniques were considered to mitigate the threat of the com-

mon method variance (Podsakoff et al., 2003). For instance, the

respondents were anonymously filling out the questionnaires. Thus,

they were assured of the anonymity of their identities. Furthermore,

the instrument included a statement like ‘this study is voluntary; you

may therefore withdraw from the study any time you wish to do so’.
Finally, we changed the position of independent and dependent vari-

ables. The present study used a time lag design, where the data for

independent and dependent variables were collected for the first

time. The second time we collected the data for the mediating vari-

able. In addition to procedural remedies, two statistical tests were

considered. We conducted Harman's single factor and the results

showed only 36.56% of the variance was accounted by a single factor.

This is less than 50%, confirming that our data set does not suffer sig-

nificantly from the common method variance (Podsakoff et al., 2003).

Harman's single test was corroborated with the collinearity test, and

all values were less than 3.3 (Kock, 2015).

4 | ANALYSIS

This section presents the analysis conducted in this study. It begins by

reporting the descriptive statistics of the measurement indicators

(Table 2), followed by the assessment of the measurement model.

4.1 | Measurement model assessment

The model was tested using partial least squares structural equation

modelling (PLS-SEM). The choice of PLS-SEM is deemed appropriate

because it is the most recommended approach for testing models that

include mediation effects (Sarstedt et al., 2020). The present study's

sample size of 130 meets the minimum requirement of 100 observa-

tions suggested by Assaker et al. (2012). Equally, the sample size

aligns with the threshold recommended by Hair et al. (2017) for

attaining a statistical power of 80 per cent. The estimated model is

shown in Figure 1.

Based on the procedures suggested by Fornell and Larcker (1981),

the assessment of the measurement model was conducted by consider-

ing the internal consistency, validity and reliability scores. Due to poor

loadings, indicators IPT5, COOP1, and OP1 were eliminated from the

measurement model. Subsequently, the reliability of the remaining

measures was established using Cronbach (CA), rho_A and composite

reliability (CR). As reported in Table 3, the value of CA, rho_A and CR is

above the proposed cut-off level of 0.7 (Ali et al., 2018). Equally, the

average variance extracted (AVE) is above the recommended threshold

of 0.50 (Fornell & Larcker, 1981). Therefore, internal consistence reliabil-

ity and convergent validity are established. Besides, we checked discrim-

inant validity of the focal variables. As found in Table 4, discriminant

validity is established based on the traditional Fornell-Lacker criterion

(the square root of AVE is larger than the correlations between the con-

structs) and the heterotrait-monotrait (HTMT) ratio criterion (HTMT

ratio values are less than 0.85) (Hair et al., 2019).

4.2 | Structural model assessment

After testing themeasurementmodel and verifying its adequacy, the struc-

tural model was examined. First, the values of variance inflation factor (VIF)

were examined. Accordingly, all the VIF values were lower than 5, suggest-

ing the absence of multicollinearity problem. Next, bootstrapping with

5000 subsampleswas run to check the significance of the path coefficients.

Table 5 presents that there is a significant positive effect of a perceived

threat of informal actors on both coopetition and operational performance.

TABLE 3 Internal consistency reliability and convergent validity

Items Loadings rho_A
Composite
reliability AVE

Coopetition

COOP2 0.859 0.722 0.778 0.544

COOP3 0.726

COOP4 0.607

Perceived effect of informal player

IPT1 0.804 0.755 0.826 0.545

IPT2 0.664

IPT3 0.681

IPT4 0.792

Operational performance

OP2 0.791 0.867 0.893 0.584

OP3 0.826

OP4 0.657

OP5 0.844

OP6 0.714

OP7 0.739

TABLE 4 Assessment of discriminant validity

COOP IPT OP

COOP (0.738)a

IPT 0.390 [0.503]b (0.738)a

OP 0.412 [0.542]b 0.477 [0.589]b (0.765)a

aFornel-lacker (√ AVE).
bHTM ratio.
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Likewise, coopetition has a significant effect on operational performance.

Following Shmueli et al. (2019), we conducted PLSpredict to determine the

predictive power of the model. As found in Table 6, all the values of RMSE

fromPLS-SEMare lower than those from the naïve LMbenchmark, indicat-

ing that themodel has high predictive power.

4.3 | Findings

This section presents the results of the analysis corresponding to the

hypotheses. The first hypothesis stated that as the perceived threat of

informal actors increases, so does the operational performance of for-

malised firms. This hypothesis is supported as the path coefficient

between perceived threat of informal actors and formal tour operators'

operating performance is positive and significant at p < 0.01. The sec-

ond hypothesis suggested that the perceived threat of informal actors

is positively associated with coopetition among formal actors. This

hypothesis is supported as the coefficient of the path between the per-

ceived threat of informal actors, and coopetition is positive and signifi-

cant at p < 0.01. Finally, the third hypothesis stated that coopetition is

positively associated with the operational performance of the formal

actors. This hypothesis is also supported as the path coefficient

TABLE 5 Structural model estimation

Effect on COOP Effect on OP

Coefficient t-Value p-Value Coefficient t-Value p-Value Significant

Direct effect

IPT (H1) 0.390 4.231 0.000a Yes

IPT (H2) 0.405 4.109 0.000a Yes

COOP (H3) 0.248 2.700 0.007a Yes

Control variables

FS 0.089 0.779 0.436 No

AGE �0.079 1.146 0.252 No

COPL 0.242 2.915 0.004 Yes

Indirect effect

IPT 0.096 2.487 0.013 Yes

R2 0.152 0.357

Adj. R2 0.145 0.331

Q2 0.053 0.182

Note: Significance (two = tailed test): asignificant at p ≤ 0.01; bsignificant at p ≤ 0.05.

TABLE 6 Results of PLS predict

PLS-SEM
LM

RMSE Q2_predict RMSE PLS_RMSE – LM_RMSE

OP2 0.981 0.101 1003 �0.022

OP3 0.868 0.144 0.891 �0.023

OP4 1088 0.107 1113 �0.025

OP5 0.887 0.142 0.903 �0.016

OP6 0.883 0.085 0.908 �0.025

OP7 0.860 0.048 0.874 �0.014

TABLE 7 NCA results

Effect size Bottleneck

IPT 0.148** NN 13.2 13.2 13.2 13.2 13.2 13.2 13.2 13.2 13.2 50.0

COOP 0.047ns NN NN NN NN NN NN NN 1.0 1.0 15.4 64.3

Y — 0 10 20 30 40 50 60 70 80 90 100

Note: The effect size is based on the ceiling envelopment–free disposal hull ceiling (ce-fdh). Significance testing was performed with 10,000 permutations.

Abbreviations: NCA, necessary condition analysis; ns, not significant.

**p < 0.05.
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between coopetition, and operational performance is positive and sig-

nificant at p < 0.01.

Further analysis shows that the direct effect of a perceived threat

of informal actors and operational performance is also significant, sug-

gesting that the perceived threat of informal actors has both direct

and indirect association with the operating performance of the formal

actors. According to Zhao et al.’s (2010) classification of mediation

effects, the model exhibits a positive complementary partial mediation

effect. Among the variables included to account for potential alterna-

tive explanations, only the presence contingency plan has a significant

effect. The results show that having a contingency plan is associated

with increased operational performance among formal actors.

4.4 | Necessary condition analysis

The PLS-SEM results suggest that both perceived threat of informal

players and coopetition have significant effect on the operational

performance of formal tour operators. Subsequently, we conducted

necessary condition analysis (NCA) to determine whether they are

also necessary conditions for the increased operational perfor-

mance of formal tour operators. The presence of a necessary condi-

tion enables the occurrence of an outcome while its absence

constrains it. According to Dul et al. (2020), at least three condi-

tions are necessary (but not sufficient) to declare a necessary con-

dition, including theoretical justification, considerable effect size

(d > 0), and a small p value. To perform NCA, we followed general

guidelines provided by Dul (2021) and specific guidelines for com-

bined use of PLS-SEM and NCA (Richter et al., 2020). The NCA

results (Table 7) show that the perceived threat of informal actors

is a necessary condition for the increase in operational performance

of the formal tour operators, while coopetition is not. Considering

the results of PLS-SEM and NCA, the conclusion is that on average,

an increase in the perceived threat of informal players will increase

operational performance of formal actors. In addition, a certain

level of perceived threat of informal actors is necessary to

attain increase in operational performance. Specifically, 50% per-

ception of threat from informal actors is necessary to attain 100%

increase in operational performance. In contrast, an increase in the

involvement in coopetition increases operational performance of

formal actors, but it is not a necessary condition for increased oper-

ational performance.

5 | DISCUSSION

This study set out to explore the effect of perceived threat of informal

players on the operational performance of tourism formal actors. We

have developed and tested empirically a theory-driven conceptual

model, hypothesising an association between perceived threat of

informal actors and operational performance of formal actors where

coopetition among formal actors serves as the mediating factor. The

findings of this study offer theoretical and actionable managerial

implications on issues related to informal actors in the tourism indus-

try, as discussed below.

In terms of theory, the findings of this study are in line with the

contention that perceived threat of informal players is associated

with increased coopetition among formal actors and subsequently

increasing their operational performance. Thus, the results support

our reasoning that perceived threat of informal actors is a significant

external pressure that can trigger a strategic response from formal

actors in the form of increasing coopetition among them. Further-

more, the results suggest that coopetition, as hypothesised, has a

significant effect on the operational performance of formal actors.

These findings are consistent with previous studies that emphasise

the positive role of coopetition among actors in the tourism industry

(e.g., Damayanti et al., 2017; Della Corte & Aria, 2016). Interestingly,

the direct effect of perceived threat of informal players on the oper-

ational performance of formal actors is also significant, indicating a

partial mediating effect of coopetition. This means that perceived

threat of informal actors can increase operational performance of

formal actors even if formal actors do not engage in coopetition. In

other words, perceived threat of informal actors has other mecha-

nisms for triggering increased operational performance besides

engendering coopetition.

The PLS-SEM results are complemented by the NCA results,

which revealed that perceived threat of informal actors is a neces-

sary condition for increased operational performance. This suggests

that the presence of competitive environment, including that caused

by informal actors, can serve as a catalyst for formal actors to

increase their operational performance to stay competitive. How-

ever, the results suggest there is one or more other factors that con-

tribute to increased operational performance. We had assumed that

such factors might include internal resources and capabilities. Thus,

we included firm size and age as potential alternative explanations

for increased operational performance. Theoretically, our assump-

tion was that large tour operators would have more resources and

therefore could improve their operations even without engaging in

coopetition or even without being pressured by the threat of infor-

mal actors. Likewise, we assumed that experienced tour operators,

as measured by the number of years they been in the business,

would have developed capabilities to improve their operations even

without engaging in coopetition. As the coefficients of the paths

linking these variables and operational performance of the tour oper-

ators are not significant, our theoretical assumptions are not sup-

ported empirically. In contrast, our results suggest that formal actors

that maintain a contingency plan are likely to have a strategic orien-

tation which in turn is associated with increased operational

performance.

As for managers of formalised tourism enterprises, the findings

offer valuable insights that can guide their actions. The significant

association between the threat of informal actors and coopetition

suggests that coopetition is partly applied as a tool for countering the

threat of informal actors. Taking it together with the observation that

coopetition is significantly associated with operational performance,

our results support the notion that ‘in unity there is strength’. In other
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words, the results affirm the assertion that collaboration is critical for

value creation among actors in the tourism industry (Mwesiumo &

Halpern, 2016). As such, we urge tourism actors to strongly consider

collaborating with other actors, including their close competitors. Our

results show that such collaboration can help them increase their

operational performance. In the context of tour operators, the collab-

oration may occur in the form of knowledge exchange and sharing of

resources such as vehicles and tour guides to minimise costs. For

instance, when a tour operator's vehicles are fully occupied, they can

seek assistance from another tour operator. Likewise, a tour operator

can borrow personnel such as tour guides from another formalised

firm. In the face of global challenges such as climate change, we

encourage formal tourism actors to expand their collaboration to

include other aspects, especially environmental sustainability initia-

tives. In addition to saving the environment, such collaborative efforts

can serve as an additional value proposition that appeals to clients

who are increasingly becoming concerned about sustainability

(Mwesiumo et al., 2022).

Furthermore, the results suggest that formalised operators tend

to respond to the threat of informal actors by improving their opera-

tional performance. As for tour operators, such improvement can

involve replacing their tour vehicles with new ones, improving their

technological know-how and training their tour guides to enhance ser-

vice quality. Thus, although informal enterprises in tourism are often

viewed as harmful to formal actors (Mwesiumo et al., 2021), their

presence seems to challenge formal actors to improve their opera-

tions. Finally, although improved services may focus on differentiating

offerings, we recommend that operational excellence should also

explore ways to cut costs. This is because informal actors primarily

use cost leadership as their strength and considering that tourism

products are price sensitive (Mwesiumo, 2019), lower costs can

attract a considerable number of clients. Therefore, we recommend

that formalised tourism firms should find ways to reduce their opera-

tional costs and thus be able to charge lower prices. For instance, for-

malised tour operators may share big vehicles and propose to clients

sharing excursions.

6 | CONCLUSION

The present study set out to investigate the effect of the perceived

threat of informal players in the tourism industry on the operational

performance of formalised firms. The analysis showed that the per-

ceived threat of informal actors is significantly associated with

operational performance, both directly and via increased coopeti-

tion among tour operators. Based on these findings, theoretical and

actionable managerial recommendations have been discussed.

Despite its valuable contribution, the present study has some limi-

tations that provide avenue for future studies. First, the study is

based on data collected from one destination, which may limit gen-

eralisability of the findings. Since the incidence of informal tourism

business is common in many developing countries, future studies

can collect data from other destinations to validate the current

study's findings. Second, according to Zhao, Lynch and Chen

(2010), the presence of complementary mediation effect suggests

other potential mediators linking the perceived threat of informal

players and operational performance. As such, future studies can

explore other possible mediating variables to ascertain their effects

on operational performance. Third, this paper did not examine the

nature of coopetition among the tour operators. Since coopetition

can manifest in different forms [e.g., simultaneous vs. sequential

(Damayanti et al. (2017)], future studies may explore the implica-

tions of different forms of coopetition among formal actors on their

operational performance. Finally, it would be interesting to see

future studies that explore the tensions and relationships between

informal and formal tourism actors.
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