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Abstract

As an archipelagic and developing country, Indonesia faces complex and persistent poverty
challenges that hinder both societal welfare and provincial economic growth. This study aims to
examine the factors influencing tourism and assess efforts to reduce poverty through economic
growth. Using panel data from 34 provinces in Indonesia for the period 2016 to 2024, the analysis
applies a random effects regression model. The results show that domestic tourist arrivals,
international tourist arrivals, occupancy rates of starred hotels, and occupancy rates of non-starred
hotels exert a positive and significant effect on poverty. In contrast, economic growth does not
significantly influence poverty and does not function as a mediating variable. To sustain increases in
tourist arrivals both domestic and international the government should enhance promotional efforts
for Indonesian tourism and strengthen support for regional tourism development. Moreover, providing
subsidies and improving access to business loans for hotel operators can help expand their
operational capacity. Finally, the government needs to improve the competence of tourism
stakeholders through well designed and effective education and training programs.

Introduction

In the era of globalization, poverty remains an unresolved problem that hinders sustainable
development and the achievement of community welfare [1]. Although numerous poverty
alleviation programs have been implemented, the challenges continue to intensify, particularly
due to rising economic inequality and unequal access to resources [2-4]. Poverty is not only
experienced by developing countries but also persists in developed countries . By 2024, nearly
seven hundred million people worldwide were estimated to be living in poverty with an income
of less than two point fifteen dollars per day. The proportion of workers living below the poverty
line declined from 14.3 percent in 2010 to 7.1 percent in 2019 [5]. Poverty reflects a condition
in which individuals face severe difficulty and deprivation in meeting basic needs [6]. However,
this figure increased again when the COVID-19 pandemic affected countries across the world
including Indonesia.

Poverty is a major factor that hinders the process of economic development [7,8]. Economic
development aims to improve societal welfare by increasing income distribution and stimulating
economic growth within a country [9,10]. Equitable development and the expansion of
employment opportunities can also contribute to poverty reduction [11]. Although poverty is a
problem that requires a long time to eliminate, continuous efforts are needed to reduce the
number of people living in poverty. Increasing income is one approach to addressing poverty,
which reflects an increase in regional economic activity through the production of goods and
services [12,13]. Geographical and sociological isolation also contribute to poverty. According
to W Arthur Lewis, capital plays a central role in economic growth, and poverty can arise when
limited access to capital reduces productivity and income [14].
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Poor individuals generally have limited entrepreneurial skills and restricted access to economic
activities, which causes them to fall further behind communities with greater economic potential
[15,16]. Poverty measurement is based on different standards while still recognizing two main
categories of poverty. The first is absolute poverty, which refers to a condition in which an
individual's income is insufficient to meet basic needs such as food, clothing, shelter, health, and
education. The second is relative poverty, which measures poverty based on the proportion of
income distribution within a particular region [17]. Internal factors include low levels of
education that lead to limited skills and restricted employment opportunities, thereby
perpetuating poverty. Limited education and information also hinder efforts to develop local
tourism into a viable source of livelihood [18]. Poverty is a difficult cycle to break, as both internal
and external constraints contribute to its persistence. External factors include restricted access
to education, healthcare, and employment opportunities [19].
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Figure 1. Percentage of poor people and economic growth in Indonesia 2016-2024 (Source: Statistics
Indonesia).

Figure 1 shows an increase in the proportion of impoverished individuals in Indonesia, with much
of this rise driven by the Covid 19 pandemic. In 2019, the poverty rate was 9.22 percent, and in
2020 it increased to 10.19 percent, adding approximately 2.4 million individuals to the
impoverished population. Indonesia’s economic growth does not always proceed as expected,
particularly when external shocks occur. The Covid 19 pandemic disrupted national and regional
economies, as the government implemented mobility restrictions to limit viral transmission [20].
These restrictions significantly reduced both economic and non-economic activities and
weakened overall economic performance.

During the pandemic, the central government attempted to revive the tourism and economic
sectors while prioritizing public health. The policy known as the new normal allowed limited
reopening of economic, social, and public activities through the application of new health
standards that had not existed before the pandemic [21]. In 2021, Indonesia experienced an
improvement in economic growth even though the pandemic was ongoing. Mass vaccination
programs, fiscal stimulus, recovery in consumption, and international trade contributed to this
improvement. Policies such as Large-Scale Social Restrictions and the Enforcement of
Restrictions on Community Activities initially constrained economic activity, but revisions were
later introduced to support economic recovery in communities.

Mobility restrictions during the pandemic caused a significant decline in domestic tourist visits,
which in turn affected the income of local communities and the overall performance of the
tourism sector. This situation placed the government in a difficult position, as it needed to
balance the imperative of sustaining economic activity with the necessity of controlling the
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spread of Covid 19 [20]. A balanced policy response was required to support both public health
and economic resilience. In practice, this involved implementing health protocols, regulating the
capacity of tourist sites, and gradually reopening tourism activities while monitoring infection
rates. The government also had to coordinate with regional authorities to ensure that local
economic recovery initiatives did not compromise national health objectives. This period
highlighted the vulnerability of tourism dependent economies to public health crises and
underscored the need for policies that can simultaneously protect citizens and maintain
economic stability [22].

Indonesia is an archipelagic country endowed with rich biological, marine, natural, and cultural
tourism resources, making it one of the world’s prominent tourist destinations [23]. Every region
in Indonesia possesses unique cultural expressions, traditions, and natural assets. Tourism is an
important sector in national development because it generates foreign exchange and creates
employment opportunities for local communities [24]. The arrival of domestic and foreign
tourists increases local income, as tourist consumption stimulates output, goods, and wages in
sectors that serve tourist demand [25,26]. This increase in consumption encourages further
production of goods and services, which contributes to regional income, particularly through the
gross regional domestic product [27]. Regional economic growth is influenced by investments
in key sectors that contribute significantly to local economic performance and, in turn, to
Indonesia’s overall economic growth [28].

Tourism development also accelerates economic growth because tourism activities generate
income and expenditure that stimulate the demand for manufactured goods and services [29].
Tourists increase demand not only for consumer goods and services but also for capital goods
and raw materials required to meet tourism demand [30]. Meeting these needs requires
investment in transportation and communication, hospitality and accommodation, craft
industries, service industries, and culinary industries.

Tourism has long been a major economic contributor to many countries. It is often described as
an industry with broad economic benefits and relatively manageable environmental impacts
when properly governed [31]. The multiplier effect of tourism spending is frequently cited to
show how tourism supports multiple economic sectors. These benefits and costs extend across
industries and make tourism an economic activity of global importance [32].

Previous studies show that tourist arrivals significantly contribute to economic growth. Research
by Kadir and Karim [33] demonstrates the positive role of tourism in Malaysia’s economic
performance. Studies by Kim et al. [34] similarly argue that tourism in developing countries can
stimulate economic growth and development. Effective tourism development can reduce
poverty by increasing the number of visitors, although, as noted by Amnar et al. [35], it may also
widen income inequality if not properly managed. Chulaphan & Barahona [36] also state that
tourism potentially generates income opportunities for both small and large operators across
the tourism value chain.

This study highlights the relationship between tourism and poverty in Indonesia by examining
domestic tourist visits, foreign tourist visits, and occupancy rates of starred and non-starred
hotels as key tourism indicators. Economic growth is included as a mediating variable in the
relationship between tourism and poverty. Although many studies have explored the links
between tourism and economic growth or tourism and poverty, very few have examined tourism
as a determinant of poverty while incorporating economic growth as a mediating mechanism.
Furthermore, research on the mediating role of economic growth in the relationship between
tourism and poverty in developing countries, including Indonesia, remains limited. This study
aims to fill this gap by assessing how economic growth mediates the influence of tourism on
poverty and evaluating the extent to which economic growth can function as an effective
mediating mechanism.
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Materials and Methods

Data and Variables

This study employs a quantitative research approach to examine the effect of domestic tourist
arrivals, foreign tourist arrivals, starred hotel occupancy rates, and non-starred hotel occupancy
rates on poverty in Indonesia. The research covers the period from 2016 to 2024 and uses panel
data from 34 provinces. Although Indonesia currently consists of 38 provinces, only 34
provinces are included in the analysis because the four newly established provinces do not yet
have complete data. All data used in this study are obtained from Statistics Indonesia.

Table 1. Research variables.

Status Variable Name Symbol Unit Measurement
Dependent Poverty POV Percent
Independent Domestic Tourism Arrival DTA Number of people
Foreign Tourist Arrival FTA Number of people
Starred Hotel Occupancy Rates SOR Percent
Non-starred Hotel Occupancy Rates NOR Percent
Intervening Economic Growth EG Percent

Model Specification and Method

This study develops four regression models. Model 1 examines the effect of domestic tourist
arrivals, foreign tourist arrivals, starred hotel occupancy rates, and non-starred hotel occupancy
rates on poverty. Model 2 investigates the effect of these same independent variables on
economic growth. Model 3 analyzes the effect of economic growth on poverty. Finally, Model 4
evaluates the combined effect of domestic tourist arrivals, foreign tourist arrivals, starred and
non-starred hotel occupancy rates, and economic growth on poverty. Dividing the analysis into
four models allows a clear understanding of the relationships between independent, mediating,
and dependent variables: Model 1 shows the direct effect of the independent variables on the
dependent variable, Model 2 shows the effect of the independent variables on the mediator,
Model 3 shows the effect of the mediator on the dependent variable, and Model 4 shows the
overall effect of independent and mediating variables on the dependent variable. The models in
this study can be expressed as follows:

POVie = Bo + B1DTAy + B2 FT Ay + B3SOR; + BaNORy + ;¢ (1)
EGiy = Bo + B1DTAir + o FT Ay + B3SOR;¢ + BaNOR; + ;¢ 2)
POV = Bo + B1EGy + &t (3)
POVie = Bo + B1DTAyr + B2 FTAir + B3SOR; + BuNOR; + BsEG + &5 (4)

Panel data regression analysis is conducted in several steps, beginning with the selection of the
optimal model among the Common Effect Model (CEM), Fixed Effect Model (FEM), and Random
Effect Model (REM). The Chow test is used to select between CEM and FEM, the Hausman test
distinguishes between REM and FEM, and the Lagrange Multiplier (LM) test is used to choose
between CEM and REM.

To assess the mediation effect of economic growth, the Sobel test is applied. This test evaluates
the significance of the indirect effect of the independent variables on the dependent variable
through the mediating variable [37]. In mediation analysis, the mediator acts as an intermediary
between the independent and dependent variables, allowing assessment of both direct and
indirect effects.

Classical assumption tests are performed to ensure the accuracy and reliability of the regression
results. Multicollinearity is tested to examine correlations among independent variables. The
heteroscedasticity test is not conducted because the Random Effect Model (REM) is used, which
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is robust to heteroscedasticity. The normality test is not applied, as panel data with a large
number of observations does not require it as a strict condition. Additionally, autocorrelation
testing is not used because it is primarily relevant for time series data and is generally ineffective
for cross-sectional or panel data.

Results and Discussion

Descriptive Statistics

Descriptive statistics in Table 2 provide an overview of the characteristics and relationships
between variables in the sample. They are useful for summarizing scattered data and preparing
for inferential statistical analysis. This study uses six variables across 34 cross-sections and 9
time periods, resulting in a total sample of 306 observations. Poverty (POV), starred hotel
occupancy rate (SOR), non-starred hotel occupancy rate (NOR), and economic growth (EG) are
expressed as percentages, while domestic tourist arrivals (DTA) and foreign tourist arrivals
(FTA) are expressed in terms of the number of people.

The POV variable ranges from a minimum of 3.42 percent to a maximum of 28.4 percent, with
a mean of 10.43 percent and a median of 8.73 percent. The standard deviation of POV is 5.41
percent. Economic growth (EG) ranges from -15.74 percent to 22.94 percent, with a mean of
4.50 percent, a median of 5.01 percent, and a standard deviation of 3.67 percent. The DTA
variable ranges from 211,976 people to 205 million people, with a mean of 17,247,578 people
and a median of 5,098,961 people. The standard deviation is 33,829,629. The FTA variable has
a minimum of 10 people and a maximum of 6,333,360 people, with a mean of 299,350 people,
a median of 15,191.5 people, and a standard deviation of 938,765.5. The SOR variable ranges
from 13.08 percent to 71.12 percent, with a mean of 46.55 percent, a median of 47.45 percent,
and a standard deviation of 9.56 percent. The NOR variable ranges from 5.82 percent to 74.27
percent, with a mean of 25.94 percent, a median of 24.37 percent, and a standard deviation of
8.83 percent. These descriptive statistics provide an initial understanding of the distribution and
variation of the variables, which is essential for subsequent regression and mediation analyses.

Table 2. Descriptive statistics.

Variable Mean Median Max. Min. Std. Dev.
POV 10.43807 8.735 28.4 3.42 5.411438
EG 4.507092 5.005 22.94 -15.74 3.670541
DTA 17,247,578 5,098,961 205,000,000 211,975 33,829,629
FTA 299350 151915 6333360 10.00000 938765.5
SOR 46.54768 47.45 71.12 13.08 9.567208
NOR 25.93618 24.37 74.27 5.82 8.827594

Multicollinearity Test

Multicollinearity testing was performed to determine whether a significant correlation exists
between the independent variables in this study [38]. Table 3 shows that the correlation
coefficients among DTA, FTA, SOR, NOR, and EG are all below 0.8. Based on this result, it can
be concluded that multicollinearity is not a concern in this study.

Table 3. Multicollinearity test results.

Variable DTA FTA SOR NOR EG

DTA 1.000000

FTA 0.045341 1.000000

SOR 0.100165 0.294525 1.000000

NOR 0.039686 0.424377 0.630474 1.000000

EG -0.040140 0.032111 0.380490 0.175778 1.000000
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Model Determination Test

Table 4 presents the results of the model determination tests. For Model |, which examines the
effect of domestic tourist arrivals, foreign tourist arrivals, starred hotel occupancy rates, and
non-starred hotel occupancy rates on poverty, the Random Effect Model (REM) was identified
as the most appropriate. Similarly, for Model I, which assesses the effect of these independent
variables on economic growth, the REM was also the best-fitting model. Model I, which
analyzes the effect of economic growth on poverty, is best represented by the REM. Finally, for
Model IV, which evaluates the combined effect of domestic tourist arrivals, foreign tourist
arrivals, starred and non-starred hotel occupancy rates, and economic growth on poverty, the
REM again provides the most suitable specification.

Table 4. Model determination test results.

Model Test Prob. Conclusions
Model 1 Chow test 0.00 FEM
Hausman test 0.23 REM
Lagrange multiplier test 0.00 REM
Model 2 Chow test 0.00 FEM
Hausman test 0.18 REM
Lagrange multiplier test 0.00 REM
Model 3 Chow test 0.00 FEM
Hausman test 0.82 REM
Lagrange multiplier test 0.00 REM
Model 4 Chow test 0.00 FEM
Hausman test 0.34 REM
Lagrange multiplier test 0.00 REM

Regression Results

Table 5 presents the regression results for the four models, with the Random Effect Model
(REM) selected as the best specification in all cases. In Model 1, domestic tourist arrivals (DTA),
foreign tourist arrivals (FTA), non-starred hotel occupancy rates (NOR), and starred hotel
occupancy rates (SOR) all have significant effects on poverty. DTA, FTA, and SOR exhibit
negative impacts on poverty, while NOR has a positive impact. In Model 2, only the SOR variable
is significant and influences economic growth, whereas DTA, FTA, and NOR do not show
significant effects. SOR is found to have a positive impact on economic growth. Model 3 shows
that economic growth does not significantly affect poverty. In Model 4, the SOR variable does
not significantly affect poverty, whereas DTA, FTA, NOR, and economic growth (EG) all have
significant effects on poverty. DTA, FTA, and EG have negative impacts on poverty, while NOR
has a positive impact.

In terms of simultaneous effects, all models containing more than one independent variable
(Models |, Il, and IV) report a Prob. F-statistic value of 0.0000, indicating that all independent
variables in each model jointly exert a significant influence on the dependent variable.
Meanwhile, although the R? values appear very low, panel data analysis places greater
emphasis on coefficient and statistical significance rather than on the magnitude of the R2.

Table 5. Regression results based on REM.

Model Variable Coef. Std. Er. t-stat. Prob.

Model | C 10.32403*** 0.963537 10.71472 0.0000

(Dependent: POV) DTA -6.54E-09** 3.11E-09 -2.100868 0.0365
FTA -2.63E-07** 1.21E-07 -2.179236 0.0301
SOR -0.020477**  0.00978 -2.093705 0.0371
NOR 0.048528*** 0.012002 4.043223 0.0001
R? 0.090876 F-Stat. 7.5220%**
Adj. R? 0.078795 Prob. (F-Stat.) 0.0000
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Model Variable Coef. Std. Er. t-stat. Prob.
Model Il C -3.33248*** 1.053762 -3.162459 0.0017
(Dependent: EG) DTA -4.5E-09 7.57E-09 -0.594777 0.5524
FTA -1.26E-07 2.99E-07 -0.420741 0.6742
SOR 0.176494***  0.028784 6.131603 0.0000
NOR -0.010044 0.034413 -0.29187 0.7706
R? 0.183187 F-Stat. 16.876***
Adj. R? 0.172332 Prob. (F-Stat.) 0.0000
Model IlI C 10.54176***  0.945298 5.486431 0.0000
(Dependent: POV) EG -0.023005 0.016525 0.912121 0.1649
R? 0.006354 F-Stat. 1.9440
Adj. R? 0.003086 Prob. (F-Stat.) 0.1643
Model IV C 10.2033*** 0.979344 10.4185 0.0000
(Dependent: POV) DTA -6.33E-09** 3.1E-09 -2.04274 0.0420
FTA -2.57E-07** 1.2E-07 -2.143637 0.0329
SOR -0.015286 0.010136 -1.508013 0.1326
NOR 0.04935*** 0.011954 4.128447 0.0000
EG -0.032702* 0.017652 1.85259 0.0649
R? 0.101521 F-Stat. 6.7795%**
Adj. R? 0.086546 Prob. (F-Stat.) 0.0000

Note: *** ** and * indicate significance levels at the 10%, 5%, and 1% levels, respectively.
Path Analysis

The Sobel test results, presented in Table 6, show the indirect effects of the independent
variables on poverty through economic growth as a mediating variable. The significance of the
mediation effect is determined by the probability value of the Sobel test. The results show that
economic growth does not mediate the effect of domestic tourist arrivals on poverty, as the
Sobel test probability value is 0.58, which is greater than the 0.05 significance level. Similarly,
economic growth does not mediate the effect of foreign tourist arrivals on poverty, with a
probability value of 0.68 > 0.05. The mediation effect of economic growth is also not observed
for starred hotel occupancy rates, with a Sobel test probability value of 0.17 > 0.05, and for non-
starred hotel occupancy rates, with a probability value of 0.77 > 0.05. These results indicate
that economic growth is unable to serve as a mediating variable for any of the independent
variables in relation to poverty.

Table 6. Sobel test results.

Path Indirect Effect Coef. Sobel Stat. Prob.

DTA — EG — POV 1.0352E-10 -0.54669642 0.5846
FTA — EG — POV 2.8986E-09 -0.40333104 0.6867
SOR — EG — POV -0.00406 1.35758306 0.1746
NOR — EG —» POV 0.000231 -0.28565597 0.7751

Path analysis illustrates the extent to which domestic tourist arrivals, foreign tourist arrivals,
starred hotel occupancy rates, and non-starred hotel occupancy rates affect poverty through
economic growth. These results also clarify the relationships between the dependent and
independent variables, which are depicted in path diagrams. The diagrams use solid lines to
indicate direct relationships and dotted lines to represent relationships mediated by economic
growth.
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Economic Growth

C:1.0352E-10
Sobel Stat: -0.54669642

Prob: 0.58458731 S
Domestic Tourist >
omtf |.c LOUFIS DTA: -6.33E-09 Poverty
rrva SE: 3.10E-09
Prob: 0.0420

Figure 2. Path analysis of the effect of domestic tourist arrival on poverty through economic growth.

Figure 2 shows the relationship between domestic tourist arrivals, economic growth, and
poverty. The direct effect of domestic tourist arrivals on poverty is negative and significant, with
a coefficient value that is negative and a probability value of 0.0420 < 0.05. Economic growth
does not mediate this relationship, as the Sobel test probability value is 0.58 > 0.05.

Economic Growth

C =2.89863E-09
Sobel stat = -0.40333104

Prob =0.68670471 N
Foreign Tourist "
Arrival FTA =-2.57E-07 Poverty
SE = 1.20E-07
Prob =0.0329

Figure 3. Path analysis of the effect of foreign tourist arrival on poverty through economic growth.

Economic Growth

C =-4.060244E-03
V4 Sobel stat = 1.35758306
Prob = 0.17459602

Starred Hotel
Occupancy Rates

SOR =-0.015286
SE=0.010136
Prob =0.1326

Figure 4. Path analysis of the effect of starred hotel occupancy rates on poverty through economic growth.

Figure 3 illustrates the relationship between foreign tourist arrivals and poverty. Foreign tourist
arrivals have a negative and significant effect on poverty, with a coefficient of -0.000000257
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and a probability value of 0.0329 < 0.05. Economic growth does not mediate this relationship,
as indicated by the Sobel test probability value of 0.68 > 0.05.

Figure 4 shows that the starred hotel occupancy rate negatively affects poverty with a
coefficient of -0.015286; however, this effect is not statistically significant (probability value =
0.1326 > 0.05). Economic growth does not serve as a mediating variable in this relationship, as
the Sobel test probability value is 0.17 > 0.05.

Economic Growth

C=2310622E-04
7 Sobel Stat = -0.28565597
Prob =0.77514163

Non-starred Hotel

NOR = 0.049350
SE=0.011954
Prob = 0.0000

Occupancy Rates

Figure 5. Path analysis of the effect of non-starred hotel occupancy rates on poverty through economic
growth.

Figure 5 presents the effect of non-starred hotel occupancy rates on poverty. This variable has
a positive and significant effect on poverty, with a probability value of 0.0000 < 0.05. Economic
growth does not mediate the effect, as the Sobel test probability value is 0.77 > 0.05.

Discussion
The Effect of Domestic Tourist Arrivals on Poverty and Economic Growth

Domestic tourist arrivals stimulate economic activity, as increasing tourist numbers raise
purchasing power in tourist areas and encourage local communities to create business
opportunities in goods and services. This increased activity supports small and medium
enterprises, local artisans, and vendors, providing them with additional revenue streams. It also
contributes to a multiplier effect, where the spending of tourists indirectly stimulates other
sectors, such as transportation, food production, and handicrafts. This increase in economic
activity can raise the income of communities and business owners around tourist sites,
enhancing local economic resilience. These results are consistent with studies conducted by
Agus & Sari [39], Zubir et al. [40], and Dwiningwarni et al. [41].

Although increased domestic tourist arrivals should theoretically boost economic growth by
stimulating high economic activity and increasing regional gross domestic product, this study
finds that the effect is not significant on a larger scale. However, it is evident that tourist visits
improve local economies around tourism areas, particularly in small towns and rural areas that
rely heavily on tourism-generated income. These results contrast with the studies of Chulaphan
& Barahona [36] and Asmynendar et al. [42], which report a positive influence of domestic
tourist arrivals on broader economic growth due to the stimulation of socio-economic activities
in tourism areas, suggesting that scale and regional integration may affect how tourism
translates into measurable economic growth.
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The Effect of Foreign Tourist Arrivals on Poverty and Economic Growth

An increase in foreign tourist arrivals can reduce poverty by stimulating economic activities such
as lodging payments, shopping for food and beverages, and other local expenditures. Foreign
tourists also support higher-end services, including guided tours, cultural performances, and
specialty retail, which generate additional income for local communities. The presence of foreign
tourists increases labor demand in tourism-related sectors, including hotel staff, tour guides,
translators, and suppliers of raw materials for culinary and cultural businesses. This additional
labor supply raises community income and reduces unemployment, contributing to poverty
alleviation and improving living standards. These findings align with research by Sanchez Lépez
[26] and Amnar et al. [35].

Despite this, foreign tourist arrivals have not significantly increased overall economic growth in
Indonesia during the study period. The negative effect observed reflects the impact of the Covid-
19 pandemic, during which government policies such as PSBB and travel restrictions
significantly limited tourism and broader economic activities. Consequently, the tourism sector,
one of the hardest-hit sectors, was unable to contribute meaningfully to national economic
growth, highlighting the vulnerability of tourism-dependent economic models to global
disruptions.

The Effect of Starred Hotel Occupancy Rates on Poverty and Economic Growth

Higher starred hotel occupancy rates contribute directly to poverty reduction. Increasing hotel
occupancy generates revenue and employment opportunities, providing wages and salaries that
improve household income and financial stability. Starred hotels often employ a larger
workforce, including managers, housekeeping staff, chefs, and service personnel, creating stable
employment opportunities. These results are consistent with previous studies by Zubir et al.
[40] and Lucitania & Rahayu [43].

Starred hotel occupancy can also positively affect economic growth, as taxes, licensing fees, and
other revenues from hotel operations contribute to regional income and overall economic
performance. Starred hotels often attract higher-spending tourists, further stimulating local
businesses and related sectors. These findings align with studies by Asmynendar et al. [42] and
Sihite & Nugroho [23], which highlight the positive economic impact of increased hotel
occupancy, emphasizing the importance of upscale tourism infrastructure for regional economic
development.

The Effect of Non-starred Hotel Occupancy Rates on Poverty and Economic Growth

Non-starred hotel occupancy affects poverty differently. Non-starred hotels typically have
fewer rooms, limited facilities, and smaller staff, catering to tourists seeking affordable lodging.
While they provide income for small business owners and family-run enterprises, their
contribution to employment generation and poverty reduction is limited. Non-starred hotels also
tend to operate on a smaller scale with lower revenue, restricting the capacity to hire more
employees or provide higher wages.

Unlike starred hotels, non-starred hotel occupancy does not significantly affect economic
growth. The income earned by non-starred hotel managers may not be fully reported for tax
purposes, reducing its impact on regional income and broader economic growth. These findings
are consistent with the study by Sari [37] and underscore that while budget accommodations
contribute to community income, they are less effective at driving regional economic
development compared with larger, higher-end tourism facilities.
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References

The Effect Economic Growth on Poverty

Economic growth has a negative but non-significant effect on poverty. While theoretically,
higher economic growth should reduce poverty by increasing employment, wages, and
investment opportunities, the absence of a strong, statistically significant effect suggests that
economic growth alone is insufficient. Effective policies that ensure growth translates into
improved community welfare, equitable distribution of resources, and access to social services
are critical. Without such measures, growth may fail to alleviate poverty in regions with
structural inequalities or limited integration with high-growth sectors.

Economic Growth as a Mediating Variable

Economic growth does not significantly mediate the relationship between domestic and foreign
tourist arrivals, starred hotel occupancy, non-starred hotel occupancy, and poverty. Table 7
shows Sobel test probability values exceeding 0.05, indicating no significant indirect effects.
The lack of mediation may result from the mediating variable being too weak to explain the
relationships fully. Other external variables not included in the model, such as regional policy
effectiveness, infrastructure quality, and social capital, may independently influence poverty,
reducing the apparent mediating role of economic growth in the tourism-poverty relationship.

Conclusions

This study concludes that domestic tourist visits, foreign tourist visits, starred hotel occupancy
rates, and non-starred hotel occupancy rates significantly contribute to reducing poverty in
Indonesia. However, economic growth has not been able to exert an indirect influence on
poverty through these tourism variables. The inability of economic growth to act as a mediating
variable may be because domestic and foreign tourist visits, as well as starred and non-starred
hotel occupancy rates, have a direct effect on poverty.

To further reduce poverty in Indonesia, the government should prioritize the development and
implementation of programs aimed at alleviating poverty. This includes building adequate
infrastructure in remote and hard-to-reach tourist areas, facilitating access for foreign tourists,
and collaborating with airlines to provide direct flights from countries with the highest tourist
arrivals to Indonesia. Additionally, the government should provide targeted training and
education to support tourism-related activities, offer subsidies, and implement financial
assistance programs for entrepreneurs seeking to expand their tourism businesses. These
measures aim to create job opportunities, enhance community income, and ultimately reduce
poverty levels across the country.
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