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Background

Rural restaurants (RR) are in rural areas and are primarily open for business purposes, but they also contribute to

economic opportunities for other rural people. RR uses locally produced and natural resources available in local areas

and sells them on the spot. Furthermore, in the case of developing countries, RR is becoming a center of economic

circulation. However, RRs face sustainability challenges because rural areas worldwide encounter problems such as

depopulation, low-quality public services, poor infrastructure, fewer economic opportunities, short-term migration to

foreign countries, poor living in rural areas, and reliance on agriculture and urbanization. These problems hinder rural

sustainability.
Objectives

This study has two main objectives. 1. To investigate profitability in RR and 2. Owners' motivation for agritourism

development because profitability and business extension are positively correlated.

Data
Table 1. Rural restaurants' profit percentage (Tobit model output) In 2022 and 2023, a total of
Variables Tobit 105 samples were collected
Model | Model 11
Supply-side factors (internal and external) from rural Nepal. Face-to-
Restaurant pays rent (yes=1, no=0) -11.54%** 11 71%** face interviews were
(3.749) (3.735) )
Family-managed restaurant (yes=1, no=0) 8.166%*  12.12%** conducted with restaurant
(3.540) (3.787) . .
Grows agricultural products (yes=1, no=0) -11.24%**  -10.02** owners in two different
(4.037) (4.279) regions  ie,  ordinary
Restaurants in tourism destinations (yes=1, no=0)  9.770*** - o )
(3.651) - destination ~ vs  tourist
Demand appealing factors Lo
Understanding customers' needs (yes=1, no=0) 11.57*** 10.23*** destination by the first author
(4.175) (3.883) using a designed
Original products as a restaurant attraction (yes=1, 9.187** 7.466* . .
no=0) (4.037) (4.048) questionnaire sheet.
COVID-19 Dummy .
COVID-19 related factor (2023=1, 2022=0) - 8.950%** Analytical method
- (3.310) We used a Tobit model for
Constant 35.49%** 38.40*** . .
(4.405) (4.579) calculating RR profitability
Sample size 105 105 logi |
Prob > F 0.0000 0,0003 and an ordered logit mode
Pseudo R? 0.0376 0.0378 for restaurants motivation

Notes. Robust standard errors are in parentheses. *** p<0.01, ** p<0.05, *

p<0.1 Source. Authors' survey 2022-2023.
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Table2. Restaurant owners motivation for agritourism (ordered logit model) thorough data cleaning

Variables Ordinary Robust Marginal effects )
Restaurant features/characteristics and checked for outliers.
Restaurant with onginal menu (yes=1, 1432%%= 1. 432%%* 0.296%#* . R
ﬂ0=ﬂj ({]_43) ({] 4 gg:l ({] 11 l:l Results and lmpllcatlon
Landholding size (continuous) 0.0506%* 0.0506** 0.001* .

(0.0241) (0.0255) (0.005) This study
Quality-related factors conceptualized and
Human resource training important 1 Q82%== 1. Qg2%*= 0.272%**
(ves=1, no=0) (0.538) (0.671) (0.060) confirmed the
Quality of service offering difficult at the -0.752 0 .752* .123* .
beginning (ves=1, no=0) (0.469) (0.436) (0 .068) contributors  to  RR
Anributes and experiences ..
Years of operation (continuous) 01007+ 0.100%+~ 020+ Pprofitability as supply-

_ (0.0419) (0.0416) ©0.008) side, demand-appealing,

Abroad experience (ves=1, no=0) 1 232%== 1.232%%= 0.213%%=*

(0.425) (0451) (0.075) and COVID-19-related.
/eutl 1.764%%* 1764%* - o

(0.664) (0.735) _ Similarly, we explore
/cut2 4368*+* 4.368%+* - heth )

0.783) (0.889) ) whether owners
C{bﬂﬂﬂ'atl{}ﬂi . 105 105 _ - motivations for
Nofes. Robust standard emors are in parentheses. *** p<0.01, ** p<0.05, * p=<0.1_ Sowrce.
Authors' survey 2022-2023. agritourism are affected

by restaurant features,
quality-related factors, and attributes. Specifically, this study concludes our two hypotheses that (H1) RR owners have
lower profits if they perform side business and (H2) RR owners are motivated to engage in agritourism to increase
profitability. These are the main contributions of this study to the tourism literature. In addition to the statistical results,
the authors felt the necessity for quality improvements in the RR during the field survey.

The government recently started a compulsory registration policy for quality control and tax execution in RR;
however, many RRs still operate without permission. The main reason for this is that the government does not have
active, regular monitoring or quality-checking teams. Regular inspection not only increases the quality of restaurants
but also increases tax revenue. Therefore, through strong consumer laws, policymakers should formulate a quality
control team responsible for training in quality improvement in RR, monitoring, evaluating, and promoting

agritourism.
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