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ABSTRACT

The anthority of local governments to promote economic development in their own regions was expected
to take place more quickly after implementation of policies promoting decentralisation and regional antonomy.
Economic development needs effective strategies and allocation of resources in the potential economic areas selected
as growth centres. This research was conducted in Kabupaten Seram Bagian Barat, one of kabupaten in the
Maluku Archipelago, East Indonesia. The goal of this research was to assist local governments to design their
economic development strategies by selecting areas that showed potential for staging a growth centre pilot project.
The criteria used to select the growth centre in this study were competitive commodities, infrastructure, guality of
buman resources and strategic location. The data analysis techniques used in this study were location quotient shift,
location quotient share and the analysis hierarchy process, which involved using three different gronps: academi-
cians, entreprenenrs and government officials. The results showed that Kecamatan Kairatu and Kecamatan Seram
Barat had potential as growth areas and conld serve as regional pilot project areas. Furthermore, the results also
showed that the infrastructure development must be managed by local governments in both regions and priority
(from bighest to lowest) given to the provision of educational facilities, construction of highways, construction of
health facilities, provision of electricity and clean water.
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I. INTRODUCTION

The implementation of decentralisation
policies and regional autonomy in
accordance with law 22 of 1999 on
regional governance and law 25 of
1999 on central and regional financial
balance follows directly from gover-
nance reforms in 1998. These policies
changed much of the previous cen-
tralised government administrative
arrangements to a system of decen-
tralised administration under the au-
thority of regional governments. These
administrative changes affected the
financial balance between the central
and regional governments. The move
to decentralisation did not change the
central government’s controlof foreign
policy, defence and security, justice,
religious affairs, fiscal, monetary and
some other administrative atreas.

Decentralisation policies have em-
powered local governments to encour-
age economic development in their ar-
eas that will lead to solid growth in the
long run. This indicates that the role
and initiative of local governments,
whichhave a close understanding of
the potential of their region,are impor-
tant elements in promoting economic
development. Basically, decentralisa-
tion policies are to foster equitable
economic growth, particularly for
a country such as Indonesia where
communication between regions is not
easy. Control by a central government
authority is difficult and less effective
than regional control.

One of the areas in Indonesia that
has not optimised economic growth
is Maluku. The Maluku islands, in

the geography of Indonesia, is one
of the archipelagos that has been
neglected when compared with other
islands in Indonesia, such as Java or
Sumatra. Economic growth in Maluku
in the first quarter of 2011 only con-
tributed less than 2.3% to GDP of
Indonesia, lagging behind economic
growth in Java and Sumatra, which
contributed up to 57,9% and 23,5%
to GDP of Indonesia, respectively.
Most areas in Maluku have not been
able to develop properly; one of the
constituent kabupatenof Maluku that
has had littlegrowth in the long run is
Kabupaten Seram Bagian Barat." Since
the promulgation of Maluku as an area
for economic development in 2007,
the growth of Seram Bagian Barathas
beenat a relatively low rate and slow;
3.27% per annum for the period 2002
to 2005, and it was ranked seventh
of eight Kabupaten with the lowest
growth in Maluku. Its growth rate was
even lower than the growth of Maluku
island itself, which was 4.17%.

Within the framework of regional
autonomy, the local government of
Maluku continues to make efforts to
increase the growth of Seram Bagian
Barat. One of the attempts by the lo-
cal government to increase economic
wellbeing was the launching of a pilot
project in those areas that were judged

! Kabupaten is the term used for an admin-
istrative area and usually translated as ‘regency’.
Generally, a provinsi (province) comprises a
number of kabupaten, which in turn have keca-
matan or sub-districts. This study deals with four
of the seven kecamatan or sub-districts of Ka-
bupaten Seram Bagian Barat. These kecamatan
are Huamual Belakang, Kairatu, Seram Barat and
Taniwel.



Agni Alam Awirya et al.: The Strategic Development ...

to have potential for development and
that can influence others to grow. The
implementation of a pilot project will
not be easy;it requires planning, good
understanding and deep respect for
the characteristics of the kecamatanin
Seram Bagian Barat, as well as a know-
ledge of the economic relations be-
tween each kecamatan. However, any
analysis of the growth poles cannot be
assessed subjectively based on economic
data only;it also needsan assessment
by practitioners and observers from
governments, academia and business
who have the requisite experience of
conditions in the area.

The goal of this research was to
determine which kecamatanhave po-
tential as growth centres in Kabupaten
Seram Bagian Barat and sequence the
development priorities that need to be
implemented. By combining regional
economic resources with supportive
local governments as regulators, with
academicians as observers and with entre-
preneurs as participants, this research is
expected to produce a regional deve-
lopment policy for Seram Bagian Barat
that is concrete, comprehensive and
sustainable in the long term.

II. LITERATURE REVIEW

2.1 Regional Economic Growth

The conjunction of theories of loca-
tion, central place and regional growth,
linked to basic economic theory, is at
the heart of the concept of growth
centres, which considers an industry
or industries to be the prime driver
of growth for the surrounding areas.

Growth centres or growth poles are
more associated with the growth of
urban areas where there are industrial
sectors that stand as economic bases.
The term, ‘opposite poles of growth’
has a wider meaning; it is a region that
serves as a driver of growth, including
a growth centre or polar function, if
the emphasis is on a particular industry
(LPEM FEUI, 2003).

Functionally, growth poles can
be defined as group of companies,
branches of industry or those dynamic
elements that stimulate economic life.
They initiate a series of economic
developments with multiplier effects.
Although geographically, a growth pole
is defined as a pole of attraction that
causes various types of businesses with
common interests to gather in one
place without any links between each
attempt, this does not mean that the
polar functional growth has no influ-
ence. Economic activities that thrive
in one place influence the develop-
ment of commercial and industrial
activity over a wider geographical area
(Kadariah, 1985).

The concept of a growth pole
strategy depends on the movement
of capital (elasticity of movement of
capital) and labour. The elasticity of
the different movements is important
in assessing the different regional strat-
egies. The main task of growth centres
is to attract and absorb labour. In the
West, the first attempt to develop
the basic theory of growth centres
was made by Francois Perroux in the
1950s. Based on his thinking, because
economic growth was not limited to
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polarisation, growth did not occur at all
places but only accumulated in a few
specific centres with varying intensity.
With these conditions in a particular
area there would be an industry leader,
followed by industry groupings in the
vicinity. These industry groups would
facilitate economic growth in the near
environs because of the cumulative
growth generator that was driven by
one of the industries (Higgins and
Savoie, 1992).

Central place theory, developed by
Christaller, is the beginning of loca-
tion theory. This theory posits that
the main functions of a central city is
as a centre for the regions around it
(complementary area) to supply it with
goods and services; such as commer-
cial trade services, banking, education,
entertainment and other services from
the municipality or region. Central
place theory is relevant for urban and
regional planning because a hierar-
chical system is an efficient tool for
the administration and allocation of
resources to regions. According to
Richardson (1973), the large spatial
distribution of urban centres was a
very important element in the structure
of nodal areas and gave birth to the
concept of dominance and polarisation
that represented the properties of its
structure.

2.2 Economic Base Theory

Economic base theory or export base
theory, first developed by Douglass C
North in 1955,posits that the economic
growth of a region is greatly affected
by the ability of the region in meeting

exogenous demand for goods and ser-
vices. Thus, the ability to export their
products to regions beyond would
trigger a multiplier effect in the region
itself. The multiplier effect would oc-
cur if the revenue received from ex-
ports were to be spent in the local area
thus creating additional and sustainable
revenue. Some activities in a region are
basic in the sense that their growth
generates and determines the develop-
ment in the area, but othetr or non-
basic activities are a consequence of
the overall development. One of the
analytical tools of economic modelling
is the base location quotient. This tool
can be used to determine the export
activities of the leading sectors of a
region. The economic base theory is
suited to small economies with simple
economics for short-term research on
regional economic development.

2.3 Neoclassical Regional
Growth Theory

Neoclassical growth theory was de-
veloped by Borts and Stein (1964),
Siebert (1969) and Richardson (1973).
This theory uses assumptions devel-
oped from neoclassical economics; an
understanding of space was expressed
in the costs associated with the relo-
cation of the factors of production,
movement of goods and delivery of
information. According to this theory,
regional economic growth is closely
connected to three important factors:
labour, availability of capital and tech-
nology.

An important point stressed in
this theory is the existence of migra-
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tion or mobility of production factors
between regions. The movement of
labour and capital within a country is
easier than between countries and this
can have huge economic effects on
regional economic growth. However,
this theory assumes perfect flexibility
of factor prices so that the displace-
ment of labour and capital across
regions would automatically eliminate
the differences in factor prices among
regions and ultimately create a balance
(equilibrium). In other words, the
economic system will reach its natural
balance if capital and labour flow
without restriction. Therefore, capital
would flow from high-wage areas to
low-wage areas.

2.4 Regional Competitive
Advantage (Competitiveness)

Competitiveness is generally defined as
how much market share the product
of a country has in the world market.
But a more precise definition of com-
petitiveness is productivity that will
encourage increases in the standard
of living. Productivity depends on
the value of goods and services that
can be produced efficiently. The as-
sumptions underlying competitiveness
include macro-economic conditions,
anda political and legal environment
that supports improvements in the
economy. Good macro-economic
conditions help to create prosperity
but need the support of the micro-
economic conditions of the area.

Prosperity basically detives from

the micro-economic foundation, activi-
ties and corporate strategies of compa-

nies. A company’s strategy is affected
by the quality of inputs, infrastructure
conditions, institutions, government
regulations and other policies that
govern the business environment in
which it competes.

A region can increase its prosper-
ity if it can increase productivity and
specialise in the production of goods
and services that can be generated by
the most productive area. A major
challenge of economic development
is how to create the conditions that
will support the development of rapid
and sustainable productivity. Political
conditions and macro-economic poli-
cies that lead to stability can increase
the potential for the increased prosper-
ity of a region. However, prosperity is
actually created at the micro-economic
level in the company’s ability to pro-
duce goods and services efficiently. A
micro-economic basic of productivity
refers to two related issues; satisfac-
tion for the company in the national
competition, and the micro-economic
business environment.

Regional productivity is a function
of the productivity of companies in
the area. An economy will not be com-
petitive unless companies (national and
private) are also competitive in their
local environment in that country. In
supporting the increased prosperity,
companies must compete with each
other. The advantage of competition
in a state enterprise must be changed
from comparative advantage (wage
labour and cheap natural resources) to
competitive advantage by product dif-
ferentiation. Changes in the health of
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competition depend on the changes in
the micro-economic business environ-
ment. A business environment can be
understood in relation to four related is-
sues: the quality of input factor condi-
tions, a firm’s strategies and responses
to competitors, the quality of demand
conditions, and the circumstances
related to supporting industries.

2.5 Rural Economic Development

Development has three basic elements;
change, objective and potential. Change
means the progress of conditions from
the less satisfactory to the better. Ob-
jective means the interest of human
beings to strive for their welfare. Fi-
nally, potential means potential funding
and resources in the community to be
used in development (Daldjoeni, 1998).
Regional development depends on the
capacity of the region itself in selling
its goods and services, and the capacity
itself is regarded as income for resi-
dents in the area. Various strategies can
be used to examine rural development.

According to Haeruman (1997),
there were two points of view to
exploring the countryside; rural deve-
lopment, which was seen as a natural
process that follows from its potential,
and the ability of rural communities
themselves. Another view of rural deve-
lopment is as an interaction between
the potential ofa village community and
encouragement from outside to accel-
erate development. Economic policies
by the government seem obsessed by
the belief that the expected economic
equity will be achieved slowly and

inevitably if economic growth contin-
ues to be driven slowly as well.

ITI. DATA ANALYSIS TOOLS
3.1 Descriptive Analysis

Desctriptive analysis was used to evaluate
the condition of public services based
on an assessment of the community.
This was conducted as a counterweight
to previous analyses based on second-
ary data and from information from
the local governments. The importance
of the analysis is that it provides policy
direction in accordance with the aspira-
tions of the community. Descriptive
analysis focuses on public services
received by the community: education,
health and other support services. A
major reason for the analysis is that
local government is responsible for
meeting the minimum requirements
for community and social services.

3.2 Shift-Share Analysis

Shift-share analysis was used in the
preparation for strategic regional deve-
lopment planning and rapid growth in
Seram Bagian Barat. In this research,
shift-share analysis was used to deter-
mine which economic sectors in
Seram Bagian Barathad the potential
to become the basis and support for a
sustainable economy. This required an
appropriate method so that the results
would enable a strong foundation for
the strategic regional development
planning and rapid growth. Shift-share

decomposition is defined as:
Ae, =Gl

1 H G -G, +(g-Gel,,
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revenue growth in all sectors
atkabupaten level

revenue growth in sector iatka-
bupaten level

revenue growth in all sectors
atkecamatanlevel

revenue growth in sector iatke-
camatanlevel

revenue growth of sector i in
the previous year

changes in the level of (nomi-
nal) income sectors of the
kecamatanifrom the previous
period

the area effect, which showed
the revenue growth of sector i
in revenue growth rate of the
kabupaten

(G-G).e, = the industry mix effect,
which
growth in sector i with revenue

compares revenue
growth of all sectors in the
kabupaten

= the regional shift effect,
which compareskecamatan-
revenue growth sector i with

(g-G).e

revenue growth of all sectors
in the kabupaten

3.3 Location Quotient

Location quotient (LLQ)) is used to
answer the problem of how to rate
the relative worth of economic sectors
in Seram Bagian Barat. Q) analysis
uses a formula to determine the ex-
tent of regional sector specialisation
(Bendavid-Val, 1991: 73; Shaffer, 1989:
268). The LQ coefficient is written as:

(0,/0,)

"2=a./0,)

Where:

Q,. =economic sector i indicator obser-
vation atea

Q, =economic indicators throughout
the observation

Q,, =economic sector i indicator refer-
ence region

Q, =economic indicators all areas of
reference

LQ >1, the level of sector specialisation
in observation region i is higher
than the reference area

LQ <1, the level of sector specialisation
in observation region i is lower
than the reference area

LQ =1, the level of sector specialisation
in observation region i is equal
with the reference area

Analysis of the economic char-
acteristics of a region can also be
based on the development indicators
of the numerical value of the location
quotient (LQ). The advantage of this
indicator is its ability to show the rela-
tive excellence of an economic sector
in a region against another sector in
another region in the aggregate. LQ
is generally used to decide the basic
economic sector or a regional sectoral
specialisation. An L.QQ analysis is based
on real GDP data for each economic
sectof.

3.4 Location Quotient Numbers
are Between 0 and Positive
Infinity

L.Q amounts of less than one indicate
that the regional income sectors,i, have
a smaller contribution to the local
revenue than the kabupaten average.
This means that this sector tends not
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to have a relative advantage compared
with other kecamatan. If the LQ num-
bers are equal to 1, then the local in-
come sectof, i, contributes the same as
thekecamatan with an average income.
This means that this sector tends to
have the same relative advantage as
other kecamatan. If the LQ number
is greater than 1,it indicates that the
kecamatan income contribution of the
sector,l, to the local revenue is higher
than the kabupatenaverage, which
means that these sectors tend to have
relatively greater advantage than they
do in other kecamatan. In other words,
sectors that have the LQ numbers
greater than 1 are a basic economic
sectoft.

However, the LQ analysis does
not explain the level of competitive-
ness of the sector, which is why it
must be combined with shift-share
analysis. The second problem is that
the analytical tools use different mathe-
matical principles: shift-share analysis
is a method that requires a period of
time; the LQ method is a function to
analyse at a single point in time. This
problem can be overcome by modify-
ing the Q) equation, so that the degree
of the sector’s competitiveness can be
accommodated. For uniformity of the
mathematical principles, the analytical
methods LQshare, LQshift and trends
LQshare were developed (Rustan and
Canon, 2007). To identify the level of
specialisation or concentration of the
sector over a period of time, the basic
equation for LQ is changed in the
median of the formula:

% (QRM + QR[O ) (QRin + QRiO )

LQ — % (QRn + QRO ) — (QRn + QRO )
Share % (QNin + QNiO ) (QNin + QNiO )
100 +0y) | L 00 +0x0)

Where:

Q& Q,,, = economic sector indicator
i
1 = observation area late and
early study years
Qy, & Qp, = economic indicator throug-
hout the region in the late
and early years of obset-
vation studies
Q& Q= economic sector indicator
iat reference area in the
late and early study years
= economic indicators throug-
hout the reference year end
andat the beginning of the
study
LQ,.. > 1, the level of sector spe-
cialisation

QNU& QNO

observation
region 1 is higher than the
reference area

LQ. . <1, the level of sector spe-
cialisation observation
region 1 is lower than the
reference area

LQ,,.. =1, the level of sector spe-
cialisation
region 1 is equal to the

observation

reference area
Where:
LQg,,, >1, sector’s competitiveness is
higher than the reference area
LQ . <1, sector’s competitiveness is
lower than the reference area
LQg . =1, sector’s competitiveness is
equal with the reference area

AQR;’ ((QQRin — QRiO))

— AQR — Rn _QRO
LQShZﬁ‘ h AQN,- B (QNin _QNiO)
AQ,, (QN,, —Owo )
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3.5 Analytical Hierarchy Process

The analytical hierarchy process (AHP) is
a method developed by the mathemati-
cian, Thomas L Saaty. This method is a
framework to make decisions effective-
ly on complex issues by decomposing
a problem into its components, arrang-
ing these components into a hierarchy,
giving numerical scores from subjective
considerations about the importance
of each variable and synthesising the
various considerations to determine
weight and priority of variables. This
method also combines the strength
of feeling and logic about various
issues, and then synthesises a diverse
variety of considerations into results
that match our estimates intuitively as
presented on the consideration that

has been made. (Saaty, 1993)

One criticism of the quantitative
approaches in economic analysis is
that they do not include the reality of
political factors in determining eco-
nomic activity. An important element
that can represent these factors, among
others, is the government apparatus.
Controlled information and experience
between local governments and other
organisations are not similar because
they will have different perceptions as
well. This will be valuable informa-
tion for planning and implementing
infrastructure development in the long
term. The AHP technique is one ap-
propriate method used in preparing a
development plan. In this case, vatious
problems faced in the implementation
of infrastructure development were
reviewed carefully.

In this research, the analytical
hierarchy process was conducted by,
first,planning the sample, the survey
schedule and the implementation of
activities. Furthermore, focus group
discussionswere held with experts in
the implementation of strategic re-
gional development and rapid growth.
Discussions focused on various criteria
for choosing potential areas to be deve-
loped into strategic areasfor rapid
growth. Other discussions were held to
anticipate obstacles in the development
area.

The plan of analysis was struc-
tured by evaluating factors that are a
prerequisite for the development of
an economic area and by the need
to rank the various areas in order of
development. In other words, careful
thinking is needed about the selection
criteria to ensure that the analysis of
various development sites will allow
valid comparisons and ranking, In-depth
interviewswere conducted with three
elements; government (Department of
Cooperatives, Department of Industry
and Trade, and Parliament), entrepre-
neurs based in Seram Bagian Barat,
and academicians (lecturers from the
University of Pattimura, Ambon). The
people interviewed as part of the ana-
lytical hierarchy process were asked to
consider such matters as competitive
commodity markets, infrastructure (for
education, health, roads and highways,
electricity and clean water supply),
quality of human resources and stra-
tegic location, which implies a central
location to enable market access and
that is close to the provincial capital.
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IV. RESEARCH OBJECTIVE
OVERVIEW

The research was in Kabupaten Seram
Bagian Baratof Maluku, which is bor-
dered by the Seram Sea on the north,
Banda Sea on the south, Buru Sea on
the west and Maluku,the capital city, on
the east. The total area of Seram Ba-
gian Barat is 53,148 square kilometres;
49,058 square kilometres of ocean and
4090 square kilometres of land. Seram
Bagian Baratcomprises seven keca-
matan but four only: Kairatu, Seram
Barat, Huamual Belakang and Taniwel
were the subjects for this study.

The population of Kabupaten
Seram Bagian Barat, based on the cen-
suses of population for 1971, 1980,
1990 and 2000, was 66.779, 73.462,
130.460 and 134.118 inhabitants, re-
spectively. The censuses also showed
that the average growth of population
of Kabupaten Seram Bagian Barat in
1971, 1980, 1990 and 2000 are 2.44%,
2.46%, 1.40% and 0.55%, respectively.
During the period 1971-2000, there are
significant variations in the rate of popu-
lation growth in the fourkecamatan; the
highest averagerate of growth was in
Taniwei with 2.33% per year. In con-
trast, the population of Kairatu fell by
0.72% per year. The population density
in Seram Bagian Barat is 38.64 inhabit-
ants per square kilometreand there were
2,52 families per square kilometre.

Education; Seram Bagian Barat
has 20 kindergartens, 195 elementary
schools, 56 junior high schools and 26
senior high schools. The student popu-
lation in Seram Bagian Baratcomprised

848 kindergarten students, 28,623 ele-
mentary students, 56 junior students
and 26 senior students. There were
2185 teachers in Seram Bagian Barat:
38 kindergarten teachers, 195 elemen-
tary teachers, 56 junior high school teachers
and 26 senior high school teachers.

Seram Bagian Barat is that part
of Maluku that cannot be separated
from the Province. Geographically,
transport became the main priority for
development. Commercial and other
inter-island relations in the region rely
on sea transport but weather condi-
tions at times make this unreliable. The
road transport system is not dominant
in serving the needs in this area but its
role is quite important in serving cur-
rent residents for intra-island travel. It
is a good alternative transport system
at times of uncertain weather, when
marine transport can not be used.

Another major supporting infra-
structure that is important for Seram
Bagian Barat is electric power supply.
Electricity supply in Seram Bagian
Barat has reached rural areas but the
coverage is not complete. In 2005,
there were three electricity sub-branch
offices in Seram Bagian Barat with the
total production is 8,952,682 kWh.

For public health, one vital need
for rural and for city communities is
potable water. There is a supply of po-
table water provided to two kecamatan
only. The total water consumption
in Seram Bagian Barat in 2005 was

28.512.000 litre.
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V. FINDINGS

5.1 Economic Growth

In the period 2003 to 2005, Seram
Bagian Barat’s economy grew at an
increasing rate every year. After achiev-
ing a growth rate of 3.1% in 2003,
the gross regional domestic product
(GRDP) grew by 3.3% and 4.7% over
the next two years but in 2000 it grew
slower, by 2.9% only, which indicated
a contraction in economic growth at
the time. Looking at the kecamatan for
the period 2003 to 20006,three (Seram
Barat, Huamual Belakang and Taniwel)
had an increased GRDP growth rate;
Kairatu did not. The highest growth
rate was achieved by Seram Barat at
6.1% in 20006, followed by Taniwel
(5.7% ) and Huamual Belakang (5.5%0);
Kairatu’srate fell by 1.1%. As a mat-
ter of fact, GRDP growth in Kairatu
before 2006 was always higher than
GRDP growth in other kecamatan.
The GRDP growth of Seram Bagian

Barat, by economic sectors, is shown

in Table 1.

Agriculture and services are two
sectors that have increased their growth
rates gradually over the period 2002
to 2006. The agriculture sector started
growing by 1.7% annually in 2003 and
then continued to increase until reach-
ing 4.7% in 2006. The services sector
started growing at the annual rate
of 3.4% in 2003, then continued to
increase until it reached 7.9% in 2006.
With the agriculture sector, GRDP
growth in the kecamatan was also
similar to the growth at the kabupaten
level. The four kecamatan have had
positive growth that increased every
year over the period 2003 to 2006. It
could be said that they have relatively
balanced growth that produced a con-
sistent growth at the kabupaten level.
Unlike the agriculture sector, GRDP
in the services sector in the kecamatan
showed no increased growth from year

Table 1. GRDP Growth in Seram Bagian Baratby Economic Sector

Annotation Economic sector 2003 2004 2005* 2006**
A Agriculture 1.70% 2.70% 3.40% 4.70%
B Food crop 2.30% 3.10% -31.40% | 53.90%
C Plantations -7.10% 9.70% 4.20% 6.50%
D Farming 2.40% 2.50% 2.80% 2.30%
E Forestry -30.70% 3.70% 2.30% 6.50%
F Fishing 2.60% 3.20% 4.20% 3.40%
G Mining and quarrying 5.20% 5.40% 5.70% 4.50%
H Manufacturing industry 1.90% 1.80% 3.90% -8.60%
| Electricity, gas and water supply 7.60% 7.10% 5.70% 5.70%
J Property construction 6.00% 5.30% 6.20% 7.80%
K Trade, hotel and restaurant 5.40% 4.90% 7.00% 9.10%
L Transport and communication 6.10% 4.60% 5.40% 5.10%
M Finance, leasing and business services | 6.40% 3.40% 5.10% 1.80%
N Services 3.40% 4.40% 5.50% 7.90%

Note: * revised numbers, ** temporary numbers.
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Table 2. GRDP Growth (%) by Kecamatan and Economic Sector in Seram Bagian Barat

Sec 2003 2004 2005* 2006**
K S H T K S H|T K S H T K S H T
A 1.6 12 24|19 | 29 |20/(33|24)| 33 35| 36 | 33 4.6 47 | 45 |52
B 27 |09 |16 |21 | 26 |32|68|29|-476| 27 | -13 |26 |1025| 3.0 | 3.0 |3.0
C |-138 |00 |00| 01| 192 |11 |14/07| 41 |42 | 43 | 44 6.4 64 | 6.7 | 6.6
D 3.4 14 102 | 11| 37 |15]05 |11 28 27 | 26 | 2.8 2.3 23 | 22 |22
E 20 | 20|39 |-595| 48 | 22|30 |47 23 |23 | 25 |24 6.5 6.5 | 6.6 | 6.6
F 0.3 25|37 |19 | 27 20|48 |15 41 42 | 41 | 6.2 3.2 34 | 34 |33
G 63 | 50|21| 13| 59 |53|26|32| 57 |58 | 57 |58]| 47 43 | 42 |43
H 20 |14/09|04 | 19 |13|03|08| 39 |40 | 42 |41 |-105 |12 | 24 |17
| 80 |46 |33 |55 | 75 |48 |32 /|47| 57 |56 | 63 |58 5.7 56 | 59 |57
J 81 |28 |15|22 |75 |12|11|15| 66 |54 | 54 |54 | 78 79 | 77 |78
K 57 | 60|25|48 | 50 |59|25|27| 69 |72 | 68 |66 | 92 9.1 | 91 |91
L 73 |45 02| 33| 49 |46 |21 |27| 55 53 | 52 | 54 5.2 51 | 51 |50
M| 70 |27 19|27 | 36 [18|12|17| 51 |56 | 49 | 44 1.8 1.8 | 1.8 |18
N 3.7 29 | 10| 12 | 49 |24 |06 |16| 55 69 | 44 | 44 7.9 82 | 78 |78

Note 1 * revised numbers, ** temporary numbers

Note 2 K: Kairatu, S: Seram Barat, H: Huamual Belakang, T: Taniwel.

to year. In 2004, the growth of this
sector in Seram Barat and Huamual
decreased compared with the previous
year.

5.2 Location Quotient Shift
Analysis

The result of shift analysis is shown
in Table 3. Based on shift analysis
calculation, it appears that all economic
sectors in Kairatu, Seram Barat, Hua-
mual Belakang and Taniwel have no
region effect value in the period 2003-
20006. This value indicates the ratio
between changes in the magnitude
of GRDP in each kecamatanand the
GRDP scale changes that are based
on GRDP growth in the kabupaten as
a whole. The negative sign indicates
that the change in GRDP magnitude
is smaller than the change in the value
of GRDP based on GRDP growth
in the kabupaten. And vice versa; a
positive sign indicates that the change

in real sectoral GRDP magnitude is
larger than the change in the value of
GRDP based on GRDP growth in the
kabupaten. The greater the negative
value is an indication that the relevant
sectors in each kabupaten were lesser
contributors to the GRDP of the kabu-
paten. Conversely, the greater the positive
value is an indication that the relevant
sectors in each kabupaten provide greater
contributions to aggregate GRDP.
The agriculture sector made an
increasingly large contribution in
the year 2006 with a relatively large
positive value. These conditions are in
contrast to the previous three years,
where its regional shift effect value
was almost always negative. But the
mining and quarrying sector tends
to contribute above the average. The
electricity, gas and water supply sector
is similar to the mining and quarrying
sector. In 20006, the manufacturing
sector almost always had a negative



Table 3. The Result

of LQ Shift Analysis
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Sec 2003 2004 2005* 2006**
K s H T K | s Ho| T K s H T K s H T
A | 069|084 | 3.60 | 247 |0.79|0.84 | 2.65 [2.08| 0.75 | 1.11 | 2.08 | 1.70 | 1.87 | 0.56 | 0.92 | 0.87
B | 116 [ 031 | 1.09 | 1.33 | 0.86 | 0.74 | 2.86 | 1.46 | 1.61 | -0.06 | 0.05 | -0.10 | 3.82 | 0.03 | 0.05 | 0.04
C | 148 | 0.00 | -0.01 | -0.04 | 1.41 | 0.14 | 0.24 |0.20| 0.81 | 1.04 | 1.43 | 2.00 | 2.03 | 053 | 0.71 | 0.87
D | 112|056 | 0.01 | 1.95 | 1.15| 053 | 0.01 |2.02| 0.84 | 0.83 | 0.06 | 3.46 | 2.10 | 0.44 | 0.03 | 1.51
E |-0.02 [-0.07 | -0.22 | 15.45 | 0.47 | 0.86 | 1.74 | 6.44| 039 | 1.34 | 2.01 | 3.89 | 097 | 0.71 | 0.96 | 1.72
F | 0031921050 | 027 [0.21|1.19 | 935 |0.19| 0.27 | 1.85 | 555 | 0.44 | 0.65 | 0.96 | 2.85 | 0.13
G | 1.16 | 0.88 | 0.03 | 0.59 | 1.09|0.87 | 0.03 |1.49| 1.04 | 0.86 | 0.05 | 1.87 | 2.67 | 0.42 | 0.02 | 0.78
H | 135|033 | 020 | 0.16 | 1.37 | 0.30 | 0.07 |0.33| 1.33 | 0.43 | 0.33 | 0.56 | 4.04 |-0.03 | -0.04 | -0.05
I | 135|027 | 001 | 0.45 | 1.37|0.28 | 0.01 |0.44| 1.38 | 0.39 | 0.02 | 049 | 3.44 | 0.20 | 0.01 | 0.22
J | 125|050 | 026 | 055 |1.37|0.23| 0.17 |0.46| 1.11 | 0.80 | 0.62 | 1.01 | 2.59 | 0.47 | 0.35 | 0.51
K | 081|171 074 | 099 |0.81|1.83| 0.67 |0.65| 0.83 | 1.51 | 1.15 | 0.83 | 2.08 | 0.76 | 0.58 | 0.39
L | 114 | 099 | 002 | 043 |1.04|1.27 | 0.22 |0.49| 1.05 | 1.20 | 0.39 | 0.61 | 2.59 | 0.63 | 0.20 | 0.27
M | 139 | 0.11 | 0.10 | 0.43 | 1.40 | 0.13 | 0.10 [0.54 | 1.38 | 0.25 | 0.23 | 0.68 | 3.41 | 0.12 | 0.12 | 0.35
N | 132 | 033 | 005 | 0.56 | 1.38 | 0.20 | 0.02 |0.61| 1.30 | 0.43 | 0.10 | 0.94 | 3.22 | 0.19 | 0.06 | 0.52
Note 1 * revised numbers, ** temporary numbers

Note 2 K: Kairatu, S: Seram Barat, H: Huamual Belakang, T: Taniwel

value. The property construction;
trades, hotels and restaurants; transport
and communications sectors as well as
the services sector tend to provide a
greater contribution. Although there
was still a negative value in 2003 to
2004, the overall value of each keca-
matantend to increase. This situation
is in contrast with the finance, renting
and business services sector, which
tended to decrease. In fact, in the year
2006, the value in allkecamatanhad a
negative sign. This means that the role
of this sector’s contribution to GRDP
growth in the kecamatan has declined.

If viewed from the industry mix
effect (G-G);the agriculture; industry;
and finance, leasing and business
servicessectors have no constant
value (positive or negative). A nega-
tive value indicates that the relevant
sector in each kecamatan provides a
smaller (than average) contribution to
GRDP growth; the greater the nega-

tive value, the smaller the contribution.
Conversely, the greater the positive
value, the greater is the contribution by
the relevant sectors in each kabupaten
to GRDP growth. The difference is
that industry mix effect values are
measured in percentages (GRDP
growth), but the values measured in
the securities area are absolute values
(magnitude of GRDP). Unlike the
three sectors mentioned above, the
mining and quarrying sector; electricity,
gas and water supply sector; property
construction sector; trades, hotels and
restaurants sector; transport sector and
the communications and services sec-
tor, always had a positive industry mix
effect value over the period 2003 to
2006. In simple terms, the contribution
by these sectors to GRDP growth in
Seram Bagian Baratis larger than the
contribution by the agriculture, indus-
try and finance, leasing and business
services sectofs.
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Of the two effects, industry mix
and regional shift, it is the regional shift
effect (g-G) that shows the differences
between GRDP growth in the keca-
matan for each sector. An increasingly
large negative value indicates that the
GRDP growth in a kecamatanhas con-
tributed less to the aggregate GRDP
growth in the kabupaten. Conversely,
greater positive values indicate that the
GRDP growth in a kecamatanprovides
a larger contribution to GRDP growth
in the kabupaten. Economic sectors,
except electricity, gas and water sup-
ply, have a regional shift effect value
that is always changing (positively or
negatively). This means that the
contribution to GRDP growth by
kecamatan tends to fluctuate. Some
sectors, such as property construction;
trade, hotels and restaurants; transport
and communication; and services have
tended to increase their contribution
in 2005-2006. Meanwhile, the industry
and the finance, leasing and business
services sectors were unable to main-
tain their increased contribution that
they made two years previously. In
2006, the contribution of these two
sectors had fallen.

5.3 Location Quotient Share
Analysis

Based on the calculation of LQ) share,
the agriculture sector is dominant in
Huamual Belakang, Taniwel and Seram
Barat. Nevertheless, the calculation of LQ
shift shows that the competitiveness
of this sector in these three kecamatan
has tended to decrease. Conversely,
although the agriculture sector is not

a basic sector in Kairatu, the competi-
tiveness of this sector has tended to
increase, especially in the year 2000.
The mining and quarrying sector is
dominant in Taniwel and it is also a
basic sector in Kairatu. Although not
as strong as in Taniwel, the competi-
tiveness of this sector in Kairatu has
tended to increase. In the manufactur-
ing industries sector, specialisation is
a feature of Kairatu’s manufacturing.
The other three kecamatan were left
far behind in comparison with Kairatu.
The degree of manufacturing speciali-
sation of Kairatucannot be equalled
by the otherkecamatan because it is
a growth area and also because the
competitiveness Huamual, Taniwel and
Seram Barat has decreased.

The electricity, gas and water sup-
ply sectors are in a condition similar to
the manufacturing industry sector. The
domination of Kairatu cannot be chal-
lenged by the three other kecamatan
and it is supported by an increased
competitiveness. In the construction
sector, Huamual is relatively backward
compared with Kairatu, Seram Barat
and Taniwel. In the period 2002 to
2006, the competitiveness between
the four kecamatan tended to fluctuate.
However, Kairatu became the only ke-
camatanthat maintained relatively high
levels of competitiveness. In 2000, it
succeeded in reaching a higher level
than for the previous five years. Seram
Barat’s trade, hotels and restaurants
sector is the most competitive followed
by Huamual’s. However, please note
that the competitiveness of this sector
in these two kecamatan has tended to
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Table 4. The Result of LQ Share
Sec 2003 2004 2005* 2006**

K S H T K S H T K S H T K S H T
0.77 | 119 | 182|154 | 077 | 1.18 | 1.84 | 1.55 | 0.77 | 1.17 | 1.85 | 1.56 | 0.77 | 1.15 | 1.83 | 1.55
106 | 0.76 | 1.11 | 1.02 | 1.06 | 0.75 | 1.11 | 1.02 | 0.95 | 0.90 | 1.36 | 1.25 | 0.97 | 0.88 | 1.31 | 1.23
0.78 | 119 | 137|177 079 | 119|137 | 177 | 082 | 1.14 | 133 | 1.72 |0.82 | 1.12 | 1.31 | 1.70
0.82 | 0.96 | 0.06 |3.04 | 0.83 | 0.95| 0.06 | 3.03 | 0.83 | 0.94 | 0.06 | 3.04 | 0.84| 0.92 | 0.06 | 3.00
031|126 | 148 (473|039 | 154|184 |3.38 039|152 (184|342 0.39|1.49|1.82) 3.38
0.27 | 2.05 | 5.31 | 0.27 | 0.27 | 2.03 | 5.42 | 0.27 | 0.27 | 2.02 | 5.47 | 0.27 | 0.27 | 1.98 | 5.40 | 0.27
1.03| 094 | 0.05|1.70| 1.03 | 0.94 | 0.05 | 1.66 | 1.04 | 0.94 | 0.05| 1.66 | 1.05| 0.92 | 0.05 | 1.64
133 | 046 | 030 |0.48 | 1.33 | 046 | 0.29 | 0.48 | 1.33 | 0.45 | 0.29| 0.48 | 1.33| 0.47 | 0.31 | 0.50
137 | 045 | 0.02 |0.44 | 1.37 | 0.43 | 0.02 | 0.44 | 1.37 | 0.43 |0.02| 0.44 |1.38| 0.42 | 0.02 | 0.43
1.00| 1.07 | 0.72 | 1.06 | 1.02 | 1.03 | 0.69 | 1.04 | 1.03 | 1.01 | 0.68 | 1.02 | 1.04 | 0.98 | 0.67 | 1.01
0.83| 159 | 116|079 083 |160| 1.14 | 0.79 | 0.83 | 1.61 | 1.13 | 0.79 |0.84 | 1.58 | 1.11 | 0.78
1.02| 136 | 0.41 |0.56 | 1.03 | 1.35| 0.40 | 0.55 | 1.03 | 1.34 |0.39| 0.55 | 1.04| 1.32 | 0.39 | 0.54
136 | 0.26 | 0.23 | 0.71| 1.36 | 0.25| 0.23 | 0.70 | 1.36 | 0.25 | 0.23 | 0.70 | 1.38 | 0.25 | 0.22 | 0.69
128 | 039 | 012 | 1.08 | 1.28 | 038 | 0.12 | 1.06 | 129 | 0.38 | 0.12 | 1.05 | 1.30 | 0.37 | 0.12 | 1.03

Note 1

I|IO|mM|m OO |m| >

|- |x |-

=2

* revised numbers, ** temporary numbers

Note 2 K: Kairatu, S: Seram Barat, H: Huamual Belakang, T: Taniwel

decrease. Conversely, the increasing
competitiveness in this sector shown
by Kairatu is attributed to increased
specialisation.

Seram Barat seems to dominate
otherkecamatan in the transport and
communications sector though its suc-
cess is approximated by Kairatu, which
is still within the average level through-
out the kabupaten. Nevertheless, the
competitiveness of this sector in
Kairatu increased rapidly in the year
20006. In the same period, the com-
petitiveness of Seram Barat declined
drastically. Finance, leasing and busi-
ness services for Kairatu havebecome
specialised. This degree of specialisa-
tion has not been reached by the three
other kecamatan. The competitiveness
of this sector in Kairatu also continues
to increase but in other kecamatan
it is still relatively low. Kairatu also
dominates the services sector and is
rivalled by Taniwel only. However, it

is just Kairatu that has become highly
competitive and this has tended to
increase, particularly in the year 20006.

5.4 Analytical Hierarchy Process

Determination of the strategic keca-
matan was based on the analytical hierarchy
process (AHP). AHP focuses on the
opinions of experts and stakeholders in
Seram Bagian Barat. The use of AHP
was preceded by the determination of
the necessary criteria for kecamatan to
be used as a priority development area.
Preliminary interviews and literature
studies were conducted to establish
the necessary criteria. The kecamatan-
selected were Seram Barat, Huamual
Belakang, Taniwel and Kairatu. The
assessment for a potential kecamatan
through the AHP was through the
distribution of questionnaires and in-
depth interviews. The results of AHP
consist of two findings, the selection
of the criteria and the determination
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of the kecamatan with the most poten-
tial. The result of the assessment of
criteria priority is shown in Table 5.

AHP results indicate that the quality
of human resources is the most impor-
tant criterion in deciding the potential
of a kecamatan for the implementa-
tion of a fast-growth strategy. The
priority given to the human resource
criterion is 42.3% , which is the highest
compared to the other three criteria;
competitive commodities, infrastruc-
ture and strategic location, which have
priorities of 21.5%; 17.6% and 18.7%
respectively. Related to infrastructure,
the most important elements are edu-
cational facilities, highway infrastruc-
ture and health facilities, which have
priorities of 23.7%; 21.5% and 21.0% ,
respectively. Based on AHP as well, the
kecamatan in Seram Bagian Baratwith
the greatest potential is Seram Barat
(40.1%), followed by Kairatu, Taniwel
and Huamual Belakang, with priorities
of 27.9%; 17% and 15%, respectively.

Table 5 shows that education faci-
lities are the most important elements
of infrastructure to be developed;

a relatively non-urgent facility to be
provided is a clean water supply. As
depicted in Table 6, the kecamatan
that are most ready to provide some
public services, such as education faci-
lities, are Seram Barat and Kairatu.
Seram Barat, with the highest priority
(40.1%) is where a city could be built
that would become the capital of the
kabupatenbecause ithas the potential
to become the centre for economic
activity and public services in Seram
Bagian Barat. Kairatu, with a priority
27.9%, was also capable of providing
educational facilities that are relatively
better because of its proximity to the
ferry ports and marine communication
with Ambon, the provincial capital of
Maluku.

Table 6. Kecamatan Piority

Sub-district Priority
Kairatu 27.9%
Seram Barat 40.1%
Huamual Belakang 15.0%
Taniwel 17.0%

Health facilities in Seram Bagian
Barat are provided by 19 doctors, 7

Table 5. The Priority of Infrastructure Development

Criteria Priority

Competitive commodities 21.5%
Infrastructure 17.6%

Education facilities 23.7%

Health facilities 21.0%

Highway infrastructure 21.5%

Electricity supply 17.3%

Clean water supply 16.5%
Quality of human resources 42.3%
Strategic location 18.7%

Total 100.00
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dentists, 10 health service workers, 11
pharmacists, 233 general nurses, 14
nutrition workers, 30 environmental
health workers and 2 health care ad-
ministrators. of the ratio of health-care
workers to the general population is
1 to 372, which means the quality of
health services is still far from satisfac-
tory. A central hospital is being built
in Seram Barat. Up to August 2007
there was not a full 24-hours-a-day
supply of electric power in Seram
Barat though Kairatu does have such
a supply. Interviews with officials
from Perusahaan Listrik Negara, the
national electricity company, in Seram
Bagian Barat elicited the information
that power shortagesare mainly caused
by insufficient storage capacity for the
fuel oil that is used for electricity gene-
ration. Assigning local government as
the electrical service provider would
enable enough storage capacity to meet
the needs of power plants. Clean water
facilities can be met through commu-
nity self-help programs that encourage
the digging of ground water wells.
There is an abundance of land in the
area that can be exploited to ensure
the availability of clean water that is
relatively safe. Therefore, ensuring the
availability of good water is considered
not so important in terms of public
service.

Furthermore, sensitivity analysis
results showed that Seram Barat was
the area that had the most potential
to develop infrastructure, human re-
sources and it had a strategic location.
With the exception of commodity
production in Kairatu, Seram Barat
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Figure 1. The Priority of Kecamatanfor Pi-
lot Projects

showed more potential for develop-
ment in terms of infrastructure, hu-
man resources and location than the
other three kecamatan. Kairatu has the
potential to excel incommodities. In
other words, Seram Barat is a suitable
location for the development and mar-
keting of competitive products from
other kecamatan, especially Kairatu.

VI. CONCLUSION

Based on location quotient analysis,
Seram Bagian Barat can focus on deve-
loping its agriculture sector. Three ke-
camatan; Taniwel, Huamual Belakang
and Seram Barat, can be developed by
improving their agriculture sector and
local government must increase the
competitiveness of this sector. Increas-
ing the competitiveness in mining and
quarrying should be encouraged by
local government to boost economic
growth. Shift-share analysis shows
that the agriculture sector’s contribu-
tion was increasingly large in the year
2006 with a relatively large positive
value. The mining and quarrying sector
makes and above-average contribution.

67



68 RIEBS | June 2011, Vol. 2 No. 1

AHP analysis shows that Seram Barat
is the best choice to be developed as a
pilot project area. It has better condi-
tion in economic resources, location
and infrastructure. The second best is
Kairatu. The main criterion in choos-
ing the pilot project area is human
resources.



REFERENCES

Bendavid-Val, A. (1991). Regional and local econonsic
analysis for practitioners (4th edn). New
York: Praeger.

Blair, John P. (1991). Urban and regional economsics.
Homewood: Irwin.

Borts, GH and JL Stein. (1964). Econonzic growth
in a free market. New York: Columbia
University Press.

BPS. Seram Bagian Barat dalam angka [Seram
Bagian Baratin figures|. Various editions.
Jakarta: Badan Pusat Statistik.

Uton Rustan and Syarwani Canon. (2007).
Analisis Lgshift Lgshare untuk Mengu-
kur Dampak Perluasan Kota terhadap
Kinerja Ekonomi Regional’, Jurnal Per-
encanaan Wilayah dan Kota, Vol.17, No.
2, Agustus 20006.

Daldjoeni, N. (1998). Geografi kota dan desa.
Bandung: Alumni Institut Teknologi
Bandung,

Glasson, John. (1990). Pengantar perencanaan
regional [An introduction to regional
planning]. Translated by Paul Sitohang,
Jakarta: Lembarga Penerbitan, Fakultas
Ekonomi Universitas Indonesia.

Haeruman, | H. (1997). Pembangunan daerab:
suatn upaya menuju pemerataan pembangun-
an di Indonesia. Paper presented at the
Regional Development Seminar, spon-
sored by Bappenas, the World bank and
USAID, Jakarta, 7-8 April 1997.

Hermansen, T. (1971). Development poles and relat-
ed theories: a synoptical view. Geneva: UNSRID.

Higgins, B and D] Savoie. (1992). Equity and
Efficiency in Economic Development: Essays
in Honour of Benjamin Higgins. Inst
for Research.

69

Hustede, R,RR Shaffer and G Pulver. (1984).
Community economic analysis: a how to man-
ual. Madison: North Central Regional
Center for Rural Development, Towa
State University.

Isard, Walter. (1960). Methods of regional analy-
sis: an introduction to regional science. Cam-
bridge: MIT Press.

hingan, MI.. (2003). Ekonomi penbangunan dan
Jhing perbang
perencanaan. Jakarta: Raja Grafindo Persada.

Kadariah. (1985). Ekonomi perencanaan. Jakar-
ta: Lembaga Penerbit, Fakultas Ekono-
mi Universitas Indonesia.

Karjoredjo, J. Sarji. (1999). Desentralisasi pem-
bangunan daerah di Indonesia. Salatiga:
Fakultas Ekonomi, Universitas Kristen
Satya Wacana.

LPEM FEUL (2003). Identifying regional strate-
gic commodity. Jakarta: Lembaga Penye-
lidikan Ekonomi dan Masyarakat, Fakultas
Ekonomi, Universitas Indonesia.

Mappadjati, Amien. (19906). Penataan ruang untuk
pembangunan wilayah: pendekatan dalam pe-
myusunan rencana pembangunan daerah yang
berdimensi rnang. Ujung Pandang: Pusat
Studi Sumberdaya Alam dan Lingkungan,
Lembaga Penelitian Universitas Hassa-
nudin.

Permadi, Bambang. (1992). Analytical hierarchy
process.Jakarta: Pusat Antar Universitas
Ekonomi Universitas Indonesia.

Richardson, HW. (1973). Regional growth theory.
London: Macmillan.

Shaffer, R. (1989). Community economics: econom-
ic structure and change in smaller communi-
ties. Ames: lowa State University Press.



RIEBS | June 2011, Vol. 2 No. 1

Siebert, H. (1969). Regional economic growth: theory
and policy. Scranton: International Text-
book.

Vargas, Luis G. (1990). An overview of the
analytical hierarchy process and its ap-

plications. European jonrnal of operational
research, 48(11): 2-8.





