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Abstract 

This study aims to determine the factors influencing the community behavior in improving competitive rural tourism as well as understanding 
the role of economic literacy in mediating socio-economic indicators and rural competitive advantage. This research followed an explanatory 
research to examine the relationship between variables including socio-economic variables and rural tourism competitive advantage. The 
data was gathered by conducting observations and interviews with tourism businesses, stakeholders, and the local village government, 
and related agencies as respondents. Furthermore, the data were analyzed following inductive and descriptive statistics. The findings 
indicated that, from all variables used, solely the environmental impact variable did not affect economic literacy and the competitive 
advantage of rural tourism. The moderating variables showed that the economic literacy mediates the economic impact on rural tourism 
competitive advantage. In addition, socio-cultural impacts on rural competitive advantage tourism, and the stakeholder involvement affects 
rural competitive advantage tourism. However, economic literacy failed in mediating between environmental impacts on rural competitive 
advantage tourism. This is due to the increasing understanding of the economy of the community around the tourist attractions it will 
increase the business around the tourist attractions that have an impact on environmental damage around the tourist attractions.

Keywords: Rural Competitive Advantage Tourism, Economic Literacy, Socio-Economic Impact, Structural Equation Model 
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1.  Introduction 

The rural tourism plays an important role to 
increase economic growth, eradicate poverty, overcome 

unemployment, improve individual welfare, preserve nature, 
the environment, and resources, promote culture, elevate the 
nation’s image, and strengthen national identity (Muhanna, 
2007; Purnomo et al., 2020). Rural tourism touches various 
aspects of society, including ideological, political, economic, 
and socio-cultural manner (Tosun, 2000; Truong et al., 2020). 
Therefore, it is the expected of various stakeholders that 
tourism sector can achieve community welfare goals even 
though it has not yet provided maximum economic value to 
the community (Suranto et al., 2020).

The current literature on tourism development has 
noted that communities are central to the development of 
sustainable tourism (Chamidah et al., 2020). However, it 
pays little attention to analyzing community concepts or 
how communities influence outcomes. For example, Scherl 
and Edwards (2007) described local communities as groups 
of people with similar identities who may be involved in 
various aspects of related livelihoods. It is also noted that 
local communities often have customary rights relating to 
the region and its natural resources and strong links with the 
area culturally, socially, economically, and spiritually.
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Furthermore, Figgis and Bushell (2007) stated that the 
development and conservation of tourism that denies the 
rights and concerns of local communities is self-defeating, if 
not illegal. Therefore, the involvement of local communities 
in the development of tourism cannot be ignored because 
they play such an important role. Jamal and Stronza (2009) 
added that involving local communities in the development 
of tourism in and around protected areas is very important 
in bridging the gap between governance and the use of 
resources in tourism destinations. The involvement in tourism 
development can also be beneficial in many purposes such as 
create effective environmental management built on original, 
local and scientific knowledge, economic development, 
social empowerment, protection cultural heritage and the 
creation of interpretive and natural-based experiences for 
learning tourism and cross-cultural appreciation (Jamal & 
Stronza 2009; Warouw et al., 2019).

Lo et al. (2015) suggested that rural tourism is rapidly 
growing with the potential to contribute to economic 
growth. In order for rural tourism to succeed, it must be 
competitive within the overall tourism sector. The integrated 
competitiveness model of Dwyer and Kim (2003) uses seven 
components to assess tourism destination competitiveness, 
namely, core or natural resources; cultural heritage resources; 
artificial resources; supporting resources; goal management; 
situational conditions; and demand conditions. According to 
Jappelli (2009), in principle, economic literacy is a means 
to an end, but in reality, not everyone has high economic 
literacy and reduces opportunities for welfare. One indicator 
is to be smart people in managing their economic resources 
to prosper. McKercher (2003) added that sustainable 
tourism leads to the management of all resources in such a 
way that economic, social and aesthetic needs can be met 
while maintaining cultural integrity, important ecological 
processes, biodiversity, and life support systems.

The district of Malang has a great potential in tourism 
sectors combined with the local wisdoms. Along the Southern 
Cross Lane Malang, it is linked with the tourism sites in 
Malang such as Balekambang beach, Sendang Biru beach, 
and several other beaches. Southern Cross Lane in Malang 
is an area that is very much related to the livelihood of many 
people in the area (Wulandari et al., 2019). It is supported 
by the beauty and uniqueness of attractions, accessibility, 
readiness of the socio-economic environment and services 
of local communities, climate conditions, the existence of 
accommodation, supporting facilities and infrastructure, 
availability of clean water, and guaranteed security.

However, the high competition of tourist attractions 
in Malang requires a good management strategy and 
environmentally-sound management. The development 
program needs the following attention such as monitoring 
the preservation of natural resources, increasing comfort for 
tourists, improving the quality of local human resources, 

capital policies for residents in developing businesses that 
support tourism, knowledge of the community, counseling 
and guidance for local communities to be directly involved 
in tourism services, and maintenance of resources nature 
and environment. For these matters, this study is intended 
to explore ideas and views formed previously by local 
communities about their role in tourism development in 
the context of the local community domain. This study 
aims to determine the factors that influence people’s 
behavior including economic, environmental, socio-
cultural, and stakeholder involvement in order to increase 
the attractiveness of rural tourism, which is moderated by 
economic literacy in Malang of East Java.

2.  Literature Review

Rural tourism is a rapidly expanding tourism segment 
with the potential to contribute to economic growth (Lo 
et al., 2015). However, the development of rural tourism 
destinations must be carried out in a way that maximizes the 
objectives of competitive advantage (Neto, 2003; Sharpley, 
2002). The findings showed that stakeholder involvement 
in tourism, community knowledge about tourism and the 
environmental impact of tourism has a significant positive 
impact on rural competitive advantage, while the economic 
and socio-cultural impacts of tourism, as well as community 
support for tourism have little influence (Lo et al., 2015; 
Stylidis et al., 2014). 

To increase tourism, there is a need for community 
involvement, in terms of actors, roles and interests 
(Ismayanti, 2010). The participation of the community in 
supporting tourism programs has an important meaning for 
increasing income and the experience of visiting tourists 
(Jamal & Getz, 1995; Getz & Page, 2016). The indigenous 
people of the local area need to get an understanding of the 
marine tourism business and how to protect coral reefs in an 
effort to be a good host.

Previous study by Nakatani and Teixeria (2009) showed 
that the cities they studied did not use or did not know 
how to use available resources in creating value. The cities 
studied did not fully exploit their tourism resources and 
organizational resources that were available. Jappelli (2009) 
mentioned that, in principle, economic literacy is a tool to 
achieve goals, but in fact, not all people have high economic 
literacy and this reduces opportunities for prosperity. One 
marker of economic literacy is managing one’s economic 
resources effectively in order to prosper (Mazilu & Popescu, 
2010).

3.  Research Methodology 

This research followed an explanatory research to 
examine the relationship between variables including 
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economic variables and rural tourism competitive 
advantage. This study was conducted in all tourism of the 
district of Malang of East Java Indonesia. The data was 
gathered by conducting observations and interviews with 
tourism businesses, stakeholders, and the local village 
government, and related agencies as respondents. The items 
of questionnaires are related to the development of rural 
tourism competitive advantages and research was carried 
out for six months. The number of respondents in this 
study totaled 172 respondents. The data analysis method 
used provided sample data with inductive statistics and 
descriptive statistics that are regenerated for population 
conclusions. In more detail, the conceptual framework of 
this research is illustrated in Figure 1.

4.  Results and Discussion

4.1.   The Demographics of Respondents

 Table 1 provides information about the characteristics  
of the respondent. In general, the highest number of 
respondents is working in society, while the lowest one is 
working in village government. In more detail, approximately 

6.4  percent of respondent working as a travel agent, 6.9 
percent and 7.6 percent are working as tourism agent and 
tourism officer, respectively. However, some people also 
work in the NGOs and hotel and restaurant sector. Besides, 
the grouping of respondents by age is dominated by the 
25-to-30 age bracket, with 27.9 percent. The second and 
third highest percentage were people in the age 30-to-35 
and 35-to-40 years old, respectively. The lowest percentage 
were respondents in the 45-to-50 age bracket. From the 
educational background, half the respondents graduated 
only from senior high school. Approximately 43 percent had 
a bachelor degree and only about 12 percent graduated with 
master and doctoral degrees.

Figure 2 illustrates the theoretical model development 
diagram. From the figure, it can be seen that the path coefficient 
value of the economic impact on economic literacy is 0.402, 
while the economic impact on rural competitive advantage 
tourism is -0.045. In addition, environmental impact on 
economic literacy is -0.574 and environmental impact on 
rural competitive advantage tourism is 0.133. Further, from 
the figure, we note the socio-cultural impacts on economic 
literacy by 0.233, then socio-cultural impacts on rural 
competitive advantage tourism by 0.787. The relationship 

Economic 
Impact (X1)

 

Environmental 
Impact(X2)

Cultural Social 
Impact (X3)

Stakeholder 
Involvement(X4)

Rural Tourism 
Competitive

Advantage (Y) 

Economic
Literacy (Z) 

Figure 1: Research Framework

Description: X1, X2, X3 and X4 = independent variables, Y= dependent variable, Z = moderating variable 
 = direct influence,  = moderating influence
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shows that all the indicators in latent variables are divergent 
to explain the quality of the constructs. The discriminant 
validity of the indicator can be seen in cross-loading between 
the indicator and its latent variables.

4.3.  Hypothesis Testing

Before the hypothesis testing, the researchers performed 
a bootstrapping procedure on the sample data. The result of 
bootstrapping with bootstrap sample assumed that the data 
has normal distribution, so that the parameter test in the 
model can be done by a t-test. The coefficient value of the 
structural model is said to be significant if the t-count> t-table 
is 1.96 (1.96 is the t-table value in the 95% confidence level). 
All significant indicators in the hypothesis test results for the 
outer model are used to build the model, while the results of 
the inner model hypothesis test can be seen in Table 3 with 
the results of all significant path coefficients.

As shown in Table 3, the economic impact variable 
had a significant influence on economic literacy with a 
p-value of 0.030. This is consistent with the hypothesis that 
the economic impact has a significant effect on economic 
literacy. Economic impacts are explained as net economic 
changes in the host community resulting from expenditures 
associated with an event or facility (Turco & Kelsey, 1992). 
Job creation, entrepreneurial opportunities, enormous 
investment attractiveness, and contributions are examples 
of economic impacts that lead to an increase in economic 
position and a better life at the destination.

The economic impact variable had a significant effect on 
rural competitive advantage tourism with a p-value of 0.027. 
This is consistent with the proposed hypothesis that economic 
impact has a significant effect on tourism’s competitive 
advantage in rural areas. According to Walpole and Godwin 
(2000), tourism is a tool for economic development. Local 
people support the development of tourism because tourism 
activities will lead to economic development, such as 
providing investment opportunities and as a new source 
of income generation (Yon et al., 2004). Previous research 

Table 1: Characteristics of Respondents

Respondents Total Percentage (%)
Respondents by gender
Men 80 46.5 %
Women 92 53.5 %
Respondents by job type
Village government 10 5.8 %
Travel agents 11 6.4 %
Hotels and restaurants 24 13.9 %
Travel 12 6.9 %
Society 76 44.2 %
Tourism Office 13 7.6 %
Environmental NGOs 26 15.1 %
Respondents by age
25–30 years 48 27.9 %
30–35 years 33 19.2 %
35–40 years 34 19.7 %
40–45 years 27 15.7 %
45–50 years 14 8.1 %
> 50 years 16 9.3 %
Respondents based on the education level
High school 86 50 %
High (Bachelor Degree) 74 43 %
Master and Doctoral 12 6.9 %

between economic literacy and rural competitive advantage 
tourism is shown by 1.017, and stakeholder involvement 
with economic literacy by 0.021. Lastly, the impact of 
economic literacy on rural competitive advantage tourism 
and the impact of stakeholder involvement on rural tourism 
competitive advantage is reflected by - 0.025.

4.2.  Validity and Reliability Test

This study conducted validity tests to separate the invalid 
statement item from valid statement items. It is found that all 
the question items are statistically valid (with df = 172-6 = 
166 and 5 percent significance of 0.1273). The researchers 
also tested the reliability level by looking at Cronbach’s 
Alpha value toward our model, with the reliable variables 
having a Cronbach’s Alpha value > 0.6. The results showed 
that all variables (including latent variables) > 0.6, as seen in 
Table 2, meaning all variables were reliable. 

Since the validity is adequate, the model reached 
convergence condition and the outer output loadings all 
indicators meet the convergence validity assumption. This 

Table 2: Evaluation of Measurement Model

Variables Cronbach’s 
Alpha

Composite 
Reliability

Economic Impact 0.898 0.900
Environmental Impact 0.899 0.898
Cultural Social Impact 0.879 0.880
Economic Literacy 0.844 0.838
Stakeholder involvement 0.851 0.851
Rural tourism competitive 
advantage

0.834 0.838
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Figure 2: Theoretical Model Development Diagram

Table 3: Values of t-test for Path Coefficients

  Original 
Sample (O)

Sample 
Mean (M)

Standard 
Deviation 
(STDEV)

T Statistics 
(|O/STDEV|) P Values

H1 Economic Impact  → Economic Literacy 0.402 0.530 2.464 0.663 0.030

H2
Economic Impact → Rural competitive 
advantage tourism 0.671 0.742 1.266 0.617 0.027

H3 Environmental Impact → Economic Literacy -0.574 -1.088 8.291 0.069 0.230

H4
Environmental Impact → Rural competitive 
advantage tourism 0.133 0.169 2.510 0.053 0.124

H5 Socio-cultural Impact → Economic Literacy 0.559 0.911 10.343 0.522 0.044

H6
Socio-cultural Impacts → Rural Competitive 
Advantage Tourism 0.645 0.657 3.747 0.612 0.028

H7
Economic Literacy → Rural Competitive 
Advantage Tourism 1.017 1.025 0.282 3.603 0.000

H8 Stakeholder Involvement → Economic Literacy 0.787 0.765 0.271 2.901 0.004

H9
Stakeholder Involvement → Rural Tourism 
Competitive Advantage 0.525 0.603 0.280 0.589 0.049
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reported a positive and significant relationship between 
perceived economic benefits and attitudes towards tourism 
development.

The environmental impact variable had no significant 
effect on economic literacy, with a p-value of 0.230. This 
contradicts the hypothesis that environmental impact has a 
significant effect on economic literacy. Another influential 
factor that can increase the competitive advantage of rural 
tourism is the quality of the environment in preserving 
natural and cultural values ​​or heritage resources (Angelkova 
et al., 2011). The perceived environmental impact is the way 
citizens feel the implications of tourism both positively and 
negatively on various types of environmental aspects such as 
pollution, environmental preservation, and others.

The environmental impact variable did not significantly 
influence rural competitive advantage tourism, with a 
p-value of 0.124. This is contrary to the hypothesis that the 
environmental impact has a significant effect on tourism 
competitive advantage in rural areas. The environmental 
impact of tourism is very significant to ensure sustainability. 
Preservation and maintenance of environmental resources 
are essential in achieving the competitiveness of objectives 
(Dwyer & Kim, 2010). Environmental sustainability is an 
invaluable and intangible asset in providing competitive 
advantages for tourist destinations (Grimstad & Burgess, 
2014; Tulsi & Ji, 2020).

Socio-cultural variables significantly influenced 
economic literacy, with a p-value of 0.044. This is consistent 
with the proposed hypothesis that socio-cultural aspects have 
a significant effect on economic literacy. Ap and Crompton 
(1998) explain the positive socio-cultural impacts of 
increasing and improving living standards, infrastructure or 
facilities to develop tourism, general protection, enhancing 
relationships and understanding of various cultures, 
traditions, heritage, identity, values ​​between visitors and 
communities local. The socio-cultural impact variable had a 
significant effect on tourism in rural competitive advantage 
with a p-value of 0.028. Local people view tourism as 
providing various socio-cultural benefits (Choi & Sirakaya, 
2004). Local communities have the opportunity to interact 
personally with people from diverse backgrounds through 
tourism activities, broaden their mindsets and increase their 
pride and enthusiasm through traditional ceremonies.

Economic literacy variables significantly influence rural 
tourism competitive advantage with a value of p=0.000. This 
is consistent with the hypothesis that Economic Literacy has 
a significant effect on tourism’s competitive advantage in 
rural areas. The contribution of the local community is very 
critical to increase the competitive advantage of the rural 
tourism industry. Two important issues related to society 
are people’s knowledge of the literacy economy and their 
support for tourism development. Helping local people to 
understand more about themselves, their life context, and 

gaining knowledge about tourism strengthens their efforts 
regarding tourism development and quality of life (Reid et 
al., 2003), thereby increasing the competitive advantage of 
rural tourism.

The stakeholder involvement variable had a significant 
effect on economic literacy with a p-value of 0.004. This is 
consistent with the hypothesis that stakeholder involvement 
has a significant effect on economic literacy. Interestingly, 
there is a significant and positive relationship between 
industry players and repositioning in gaining a strong 
competitive advantage for the development of rural tourism 
(Lo et al., 2013). The case of Bled, Slovenia, shows that 
the political dimension is very important to ensure the 
satisfaction of local people and get their support for the 
development of tourism, which results in increased public 
understanding to open businesses near tourist attractions.

The stakeholder engagement variable has a significant 
effect on the competitive advantage of rural tourism with 
a p-value of 0.049. This is consistent with the hypothesis 
that stakeholder engagement has a significant effect on the 
competitive advantage of rural tourism. Bueno (1999) also 
agreed that inter-competition among stakeholders increases 
competitiveness. Interestingly, there is a significant 
and positive relationship between industry players and 
repositioning in gaining a strong competitive advantage for 
the development of rural tourism.

4.4. � Direct Effect and Indirect Effect between 
Variables

Table 4 informs the influence of inter latent variables. 
From the table, it can be seen that the economic literacy 
mediates the economic impact on the competitive advantage 
of rural tourism with a p value of 0.022. This is consistent 
with the hypothesis that the economic literacy mediates 
the economic impact on the competitive advantage of rural 
tourism. Several studies have revealed a strong correlation 
between financial literacy and daily financial management 
skills (Kotzé & Smit, 2008; Kim & Chatterjee, 2013; 
Sohn, et al., 2012). Research in the United States and other 
countries has found a relationship between financial literacy 
and economic impact in the competitive advantage of rural 
tourism. However, the economic literacy variable proved 
unsuccessful in mediating between the environmental impact 
variable on the rural variable tourism competitive advantage 
with a p-value of 0.959.

Similarly, Rasoolimanesh et al. (2017) stated that the 
level of education influences perceptions about tourism; 
less-educated people evaluate tourism activities positively, 
while more educated people, negatively. However, these are 
not in accordance with the findings by Harun et al., (2018) 
where less-educated people did not realize the benefits of 
tourism and evaluated it negatively, while those who had 
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secondary education were positively inclined. Closely 
related to education is the concept of environmental literacy, 
part of environmental education, which is analyzed regarding 
willingness to pay for environmental attributes in the context 
of small island tourism (Selamat et al., 2016).

The economic literacy variable succeeded in mediating 
between the socio-cultural impacts on tourism in rural 
competitive advantage with a p-value of 0.047. This is 
consistent with the hypothesis that the economic literacy 
variable succeeded in mediating between the socio-
cultural impact variables on tourism in rural competitive 
advantage. This is supported by those who state that the 
ability to manage personal finances well are under the 
umbrella of financial literacy (Isomidinova & Singh, 2017). 
The increasing importance of financial literacy is driven 
primarily by a variety of Socio-cultural Impact factors that 
currently are a challenge for most European countries (and 
other industrialized countries). Among other things, this 
includes structural changes in financial services and the 
labor market; decline in the welfare state; and the latest 
demographic changes. 

No less importantly, the economic literacy variable also 
proved successful in mediating between the variables of 
stakeholder involvement with the tourism of rural competitive 
advantage with a p-value of 0.031. This is consistent with 
the hypothesis that the economic literacy variable mediated 
between the variables of stakeholder involvement with the 
tourism of competitive advantage in rural areas. People with 
poor financial knowledge tend to save less and borrow more. 
Research in the United States and other countries has found 
an association between financial literacy and stakeholder 
involvement in tourism rural competitive advantage; those 
who are more financially literate are more likely to invest 
in shares (Danns & Danns, 2017). Advanced financial 
knowledge, such as an understanding of risk diversification, 
seems to be very important in predicting participation in 
the stock market, however, calculations and the ability to 
do simple calculations are also relevant. Financial literate 

individuals tend to be wiser in choosing mutual funds, 
including those with lower costs (Lusardi & Mitchell, 2014; 
Bucher-Koenen et al., 2017).

5.  Conclusions

Tourism can drive changes in life and revive rural areas 
through available job opportunities, and improve the quality 
of life of people. From all independent variables used, only 
the environmental impact variable did not affect economic 
literacy and the competitive advantage of rural tourism. 
The moderating variables indicate that economic literacy 
mediates the economic impact on rural tourism competitive 
advantage. Also, socio-cultural impacts on rural competitive 
advantage tourism, and stakeholder involvement affects rural 
competitive advantage tourism. However, the economic 
literacy did not succeed in mediating between environmental 
impacts on rural competitive advantage tourism. This is 
because with the increasing understanding of the economy of 
the community around the tourist attractions, it will increase 
the business around the tourist attractions that have an impact 
on environmental damage around the tourist attractions.
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