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Abstract

Sectors of the economy is vital to the economic growth of a region. A sector can be said to be high
productivity levels and if the sector is able to absorb a large workforce and the use of human resources
as efficiently as possible. Each area has advantages in certain sectors which could be a contributor to
economic growth. This study was conducted to determine and explain the influence of the areas that
have a particular advantage to economic growth. Measurements using the Location Quotient leading
sectors, whereas the determinant analysis using panel data. This research is expected to know the
areas that have the basic sector and determine its impact on economic growth in Central Java. An
area is said to have a dominant sector if it has a score of more than 1 and is said not to have if less
than 1. The sample used in this study are 15 city/county for the years from 2007 to 2011. The results
of the analysis using the LQ shows that in 2007-2011 there were about eight areas that excel in the
agricultural sector, 9 in the industrial and commercial sector.
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1. Introduction stimulate the development of economic growth in

Economic globalization requires that the
Republic of Indonesia is also charged ready
to compete with other countries. In order to
compete Indonesia must establish beforehand
the economy. In improving the readiness of
governments in the face of globalization needed
a strong and stable economy. National economic
development can not be separated from economic
development on a regional basis. In essence the
regional development is the implementation of
national development in certain regions that are
tailored to the ability of the regional economy.

Regional economic development is a process
by which local governments and communities to
manage existing resources and form a pattern
of a partnership between local governments
and the private sectors to create a new jobs and

the region. Each regional economic development
effort has the main goal to increase the number
and types of employment and competitiveness
for local communities. In an effort to achieve
these objectives, the local government and the
community should jointly take the initiative of
local development where existing resources to be
able to assess the potential needed to design and
build the local economy.

Economic potential in each area need to be
explored and used efficiently and effectively to
support development and economic growth in the
region. Economic development potential leading
sectors that provide the greatest contribution to
the economic progress of the region is a priority

policies that must be implemented.
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In Table 1 three sectors contributed most
to Gross Domestic Product GDP in Central
Java province is the first processing industry,

the trade, hotels, restaurants, and the third one
agricultural sector. Processing industry annually
contributes to GDP Central Java> 30%.

Table 1 Contributions Sectors Against Gross Domestic Product GDP 2006-2010 (percent)

Sectors 2006 2007 2008 2009 2010
Agriculture 20,57 20,03 19,96 19,30 18,69
Mining 1,11 1,12 1,10 1,11 1,12
Manufacturing Industries 31,98 31,97 31,68 32,51 32,83
Electricity, gas and water 0,83 0,84 0,84 0,84 0,86
Building 5,61 5,69 5,75 5,83 5,89
Trade, hotels and restaurants 21,11 21,30 21,23 21,38 21,42
Communication 2,95 5,06 5,16 5,20 5,24
Finance 3,58 3,62 3,71 3,79 3,76
Services 10,25 10,36 10,57 10,03 10,18

Source: BPS, Central Java in Figures 2007-2011

Trade, hotels and restaurants contributed
an average of 21%. In the agricultural sector
contribution to always declined every vyear,
in 2006 amounted to 20.57% to 18.68% in
2010. This was caused by the rapid growth
of the industry which is now starting to shift
the contribution of the agricultural sector.
Central Java’s economic growth rate during
the period 2006 to 2010 have economic growth
tends to increase. The rate of economic growth
in Central Java can be seen from 2006 to 2008,
in 2006 amounted to 5.33% increase to 5.59%
in 2007 and continue to increase 5.61% in 2008.
However, in 2009 a decline the rate of economic
growth to be 5.14%. A decrease in the rate of
economic growth in Central Java, did not last
long because in 2010 has increased back to 5.84%.
Over the last five years, economic growth
in Central Java province has increased and
little fluctuation, but interesting Central Java
province is not less than the other provinces in
terms of infrastructure and in terms of natural
resources. Central Java also has the advantage
of geographical location because it is located

between West Java and East Java, so there is
a high population mobility in Central Java, if
utilized properly will help the economic growth of
Central Java.

Based on these two tables show that the
sectors in Central and economic growth as the
fluctuation. The growth rate decreased most
sharply in 2009 which is down by 0.47% and
increased again in 2010 rose by 0.70%. The
influence of these sectors on the rate of economic
growth in Central Java is still not visible, but one
of the drivers of economic growth is the increase in
the export sectors of the economy both agriculture
as the primary sector, the industrial sector and
the processing as the secondary sector, the trade
sector as the tertiary sector , See how big the
influence of each of these sectors on the rate of
economic growth in Central and searching for
sectors of the base or seed every 15 City/Regency
in Central Java (Surakarta, Semarang, Salatiga,
Pekalongan, Wonogiri, Sukoharjo, Karanganyar,
Sragen, Boyolali, Klaten, City/Country Semarang,
Magelang, Kendal, Kebumen and Purworejo),
so that the necessary analysis on a sector basis
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through Location Quotion and Panel Data to see
the influence of the leading sectors in the rate of
economic growth in Central Java in 2007-2011.
(Daryono et al, 2013).

This study aims to
basis at 15
and to analyze the effect of a sector basis in 15

identify a sector

City/country in Central Java.

City/country to economic growth in Central Java.

In the form of a formula, when used 1s data
of each sector of the city/country in Central Java
2007-2011, it can be written as follows:

1)

2. Research Method

In analyzing the economic growth more
clearly needs to be determined first base sectors
of the agricultural sector as the primary sector,
the industrial sector and the processing as the
secondary sector, the trade sector as the tertiary
sector in the 15 City/County Central Java. Sector
base serves as a reference if the City/County is
self-sufficient or exporting goods and services to
other regions. So it needs to be studied further
how big a role the basic sector of the 15 City/
Country on economic growth in Central Java.
Therefore, in this study, we propose a question: at
15 City-Regency/District in Central Java Which
sectors have a base?

3. Result and Discussion

LQ analysis in a particular sector is done
by comparing the share of the primary sector,
secondary and tertiary through workforce - to the
total at the level of city/county to share the same
sector of the total at the provincial level (often
called reference region, which is a larger area of
regional/local analyzed or supra-regional). Where
if the share value of the sector in the region is

greater than the share of the sector at the national
level, the excess portion can explain the value of
exports (sent to other areas) happens.

Based on the calculation Location Quotient
each city/county per year and per sector discussion
of the study variables can be explained by
statistical research data. Three variables in this
study that sought his LQ value was agriculture
as the primary sector, the industrial sector as
the secondary sector and the trade sector as the
tertiary sector in the year 2007-2011 in which the
election of the three variables in these sectors
based on the employment rate is highest among
9 other sectors.

Table2 Primary Sector LQ Value City/District in

2007-2011
Cities/ LQ Primary Sectors

District 2007 2008 2009 2010 2011
Kota 0,018 0,021 0,032 0,020 0,030
Surakarta
Kota 0,097 0,118 0,093 0,059 0,116
Semarang
Kota. 0,191 0,283 0,273 0,124 0,257
Salatiga
Kota 0,216 0,103 0,186 0,125 0,163
Pekalongan
Wonogiri 1,909 1,954 1,895 2,119 2,050
Sukoharjo 0,662 0,639 0,775 0,640 0,452
Karanganyar 0,881 0,936 0,893 0,940 1,053
Sragen 1,319 1,207 1,347 1,347 1,451
Boyolali 1,266 1,229 1,283 1,333 1,112
Klaten 0,686 0,787 0,727 0,644 0,731
Semarang 1,116 1,038 1,114 1,155 1,392
Kota 0,048 0,048 0,078 0,031 0,035
Magelang
Kendal 1,526 1,575 1,509 1,585 1,577
Kebumen 1,313 1,351 1,307 1,276 1,360
Purworejo 1,401 1,441 1,342 1,415 1,318

Source: LQ Data Processed
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Table 3 Value Smallest, Highest and Average
Primary Sector L.LQ years 2007-2011

2007 2008 2009 2010 2011
Min 0,018 0,021 0,032 0,020 0,030
Max 1,909 1,954 1,895 2,119 2,050
Average 0,843 0,849 0,857 0,854 0,873

Source:LQ Data of Data Processed in Excel

The low value of the primary sector LQ in
Surakarta, Magelang and city/other districts
in Central Java showed the primary sector or
the agricultural sector is not a sector mainstay
export base in the area. Table 4.6 of the average
value (average) LQ primary sector in 2007-
2011 amounted to (0.843) (0.849) (0.857) (0.854)
and (0.873), suggesting a tendency areas in
Central Java is not has an advantage in the
primary sector, which means that the role of the
agricultural sector excellence views of labor used
to serve outside the territory smaller than the
domestic sphere. In a self-sufficient area that has
LQ> 1, such as the district of Wonogiri who does
have climates cool and have a water source of its
own, namely the reservoir, the district wonogiri
able to export most of their agricultural products
to other regions, as is sufficient to meet their own
needs.
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Graph 1. Dynamics of average LQ Primary Sector in
2007-2011
Source: Data Processed in excel

chart 1 the
fluctuations in the agricultural sector LQ 2007-

Ilustrated in average
2011. The agricultural sector in 15 cities/counties
tend to rise in spite of having LLQ <1. The increase
occurred in 2007-2009 but declined again in 2010.
The decrease is caused by the seasonal cycle is

erratic. The increase in re-occur quite high in
2011 at 0.0019. From the graph one can conclude
that the trend of rising agricultural sector is
not matched by the use of natural and human
resources sufficient and efficient to meet the
needs of the area at 15 is still lacking and can not
be exported outside the region.

Table 4. Secondary Sector LQ Value City/District
in 2007-2011

Countries/ LQ Secondary Sector

District 2007 2008 2009 2010 2011
Isil(;z:karta 1,289 1,009 1,014 1,037 0,970
Is{;?arang 1,138 1,066 1,077 1,144 0,958
Kota Salatiga 1,181 1,050 0,935 0,895 1,192
Egﬁzlongan 2,024 2,127 2,197 2,084 1625
Wonogiri 0,271 0,307 0,301 0,352 0,491
Sukoharjo 1,402 1,447 1,346 1,433 1,437
Karanganyar 1,089 0,997 0,925 0,966 1,054
Sragen 0,653 0,867 0,785 0,752 0,647
Boyolali 0,889 0,858 0,842 0,824 0,926
Klaten 1,232 1,165 1,298 1,235 1,390
Semarang 1,258 1,362 1,290 1,350 1,031
II\</I(:gaelang 0,736 0,712 0,640 0,794 0,586
Kendal 0,686 0,731 0,726 0,631 0,741
Kebumen 1,212 1,196 1,255 1,167 1,489
Purworejo 0,721 0,690 0,842 0,695 0,440

Source: LQ of Data Processed

LQ secondary sector provides an overview
of regional advantage in building the secondary
sector (industry and processing) as a regional
export base. In Table 4 shows the 2007 to 2011
the city of Pekalongan has the highest L.Q value
although in 2011 decreased where its value is
equal to LQ (2.024) (2.127) (2.197) (2.084) and
(1.625). Wonogiri into areas that have the lowest
value of LQ in 2007 to 2010 in the amount of
(0.271) (0.307) (0.301) and (0.352). In 2011 the
district Purworejo be an area that has a value
that is equal to the next lowest LQ (0.440).
Of the study sample as many as 15 local cities/
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regencies in Central Java, which has a value of
LQ>11n 2007 as many as 9 regions, while in 2008
there were 8 regions, 2009-2011 for 7 regions.
Area LQ> 1 means it has the advantage in the
secondary or industrial sector. Meanwhile, the
city/county that has a value LQ <1 in 2007 by 6
regions, in 2008 as many as seven regions, 2009-
2011 for 7 regions. Areas that have LQ <1 mean
not have the advantage in the secondary sector.

Table 5. Value Smallest, Highest and Average
Secondary Sector LLQ years 2007-2011

2007 2008 2009 2010 2011
Min 0,271 0,307 0,301 0,352 0,440
Max 2,024 2,127 2,197 2,084 1,625
Average 1,052 1,039 1,032 1,024 0,998

Source: L.Q of Data Processed in Excel

The low value of the secondary sector LQ
in Wonogiri district, Purworejo counties and
cities/regencies in Central Java demonstrate the
secondary sector or the industrial sector instead
of being the leading sectors export base in the
area. From table 5 the average value (average)
LQ secondary sector in 2007-2011 amounted
to (1.052) (1.039) (1.032) (1.024) and (0.998),
suggesting a tendency areas in Central Java have
excellence in the secondary sector, which means
that the role of the industrial sector views of
labor used to serve outside the territory is greater
than the domestic sphere. In a self-sufficient area
that has LQ> 1, such as Pekalongan district that
does have focused on the area of industry as an
example i1s the famous Pekalongan batik to be
able to export the majority of industrial products
to other regions.

Illustrated on the graph 2, the average
fluctuation LQ industrial sector in 2007-2011.
The industrial sector in 15 cities/counties tend
to decrease in the years 2007-2010, in which the
most drastic decline in 2011 amounted to 0,026.
The decline occurred as a result of the influence
of seasonal factors, competitive product similar
and deteriorating market situation. From chart
2 we can conclude that the trend decline in the

industrial sector is not matched by the use of
human resources efficiently in producing so
fulfilling the needs in the domestic area is still
lacking. Therefore, began to use the technology to
replace human resources as a factor of production
has led to the decrease in absorption of labor in
2007-2011.
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Graph 2 Dynamics of average LQ Secondary Sector
2007-2011 year
Source: Graph 2. LQ of Data Processed in Excelindustrial

sectors

Table 6. LQ Value Tertiary Sector in City/
District 2007-2011

Cities/ LQ Tertiery Sector

District 2007 2008 2009 2010 2011
g‘iltl;akarta 1,897 1,887 1,803 1,774 1,505
%‘ftr;‘amng 1,336 1,478 1,404 1,424 1511
Salatiga City 1,236 1,212 1,091 1,265 1,317
gftkyalongan 1,305 1,293 1,158 1,180 1,242
Wonogiri 0,600 0,580 0,634 0,511 0,592
Sukoharjo 1,089 1,119 1,030 1,068 1,189
Karanganyar 1,025 0,999 0,992 0,969 0,829
Sragen 0,987 0,961 0,963 0,963 1,016
Boyolali 0,824 0,905 0,913 0,875 0,810
Klaten 1,197 1,150 1,230 1,208 1,033
Semarang 0,713 0,807 0,754 0,758 0,747
l(\]/Ii:;l}%elang 1,991 1,717 1,623 1,572 1,788
Kendal 0,880 0,724 0,757 0,755 0,860
Kebumen 0,691 0,640 0,774 0,802 0,595
Purworejo 0,900 0,831 0,813 0,906 1,099
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LQ tertiary sector provides an overview of
regional advantage in building the tertiary sector
(trade) as a regional export base. In Table 6 shows
the 2007-2011 Magelang has the highest LQ value
of (1.991) and (1.788). While in 2008, 2009 and
2010 the city of Surakarta has the next highest
LQ LQ where its value is equal to (1.887) (1.804)
and (1.774). In the years 2007-2011 Wonogiri
district into areas that have a value that is equal
to the lowest LQ (0.445) (0.580) (0.634) (0.511)
and (0.592).

Of the study sample as many as 15 local
cities/regencies in Central Java, an area that has
a value of LQ> 1 in 2007 as many as eight local
city/county, while in 2008-2010 there were seven
areas, the year 2011 as many as nine areas. Area
LQ> 1 means it has the advantage in the tertiary
sector. Meanwhile, the city/county that has a
value LQ <1 in 2007 by 7 regions, 2008-2009 by 8
regions, and in 2011 as many as 6 areas that have
LQ <1. Areas that have LQ <1 berrati not have
the advantage in the tertiary sector.

Table 7. Value LQ Smallest, Highest and
Average Tertiary Sector, years 2007-2011

2007 2008 2009 2010 2011
Min 0,600 0,580 0,634 0,511 0,592
Max 1,991 1,887 1,803 1,774 1,788
Average 1,111 1,087 1,063 1,069 1,076

Source: LQ of Data Processed in Excel

The low value of the tertiary sector LQ in
Wonogiriregency andcity/other districtsin Central
Java showed the tertiary sector or commercial
sector 1s not a sector mainstay export base in the
area. From table 7 average value (average) LQ
tertiary sector in 2007-2011 amounted to (1,111)
(1,087) (1,0,63), (1.069) and (1.076), suggesting a
tendency areas in Central Java has the advantage
in the tertiary sector, which means that the role
of the trade sector views of labor used to serve
outside the territory is greater than the domestic
sphere. In a self-sufficient area that has LQ> 1,
such as the district of Surakarta who does have

the traditional markets and modern markets are
pretty much and merchants do not require special
skills to sell, so that the number of workers
absorbed in trade and are able to export most of
the results wares to other regions.
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Graph 3. Dynamics of Tertiary Sector Average year
2007-2011

Source: LQ of data processed in Excel

Illustrated on the graph 3, the average
fluctuation LQ trade sector 2007-2011. The trade
sector in 15 cities/counties tended to decline in
2007-2009, and climbed back in 2009-2011 where
the increase is not proportional to the decline that
occurred in the previous year. Fluctuations in the
trading sector impact on labor productivity of the
sector in order to meet the demand of its territory,
despite a sharp decline in 2009-2011, but the
average value of LQ trade sector is still greater
than 1. From chart 3 we can conclude that the
upward trend the decline in the trade sector due
to raw material prices are constantly changing,
transitional livelihoods traders and seasonal
factors are uncertain.

Central Java Province covers an area of
32548.20 km or about 25.04 percent of the island
of Java (1.70 percent of Indonesia). Central Java
Province is a region with diverse topography,
which 1s a plains, plateaus, mountains and
coastal areas. Approximately 53.30 percent of the
province of Central Java at an altitude between
0 to 100 meters above sea level. The climate in
Central Java, including dry and wet with rainfall
varied, either dry or wet areas range from 800
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to 8,890 millimeters annually. Administratively
in Central Java, there are 35 districts/cities,
composed of 29 districts and 6 cities.

Central Java became one of the provinces
with natural resources and human resources
are abundant. The use of natural resources
and the human resources are sometimes still
not up, so that the results obtained were also
not maximized. The local government as the
holder of an important role in making policy
to create an area has high productivity, which
with the productivity of economic growth can
be maintained. By looking at sectors of the
economy as a yardstick of economic growth, the
sector is the largest potential as konstributor
with the maximum efficiency and utilization
of natural resources and human resources.
Based on the research that has been conducted
in 15 cities/counties in 2007-2011 using panel
data the primary sector (agriculture) , secondary
(industry) and trade (tertiary) has significant
influence on the economic growth in Central Java
with a 99% confidence level. The primary sector
has a negative impact on the economic growth
of -9.491. Secondary sector has a positive impact
on economic growth amounted to 15.630. The
tertiary sector has a positive impact on economic
growth amounted to 24.786.

The cause of the negative impacts of
agricultural sector is the average of the
agricultural sector basis is less than 1, according
to the results of the analysis of LQ that 15 cities/
regencies in Central Java does not have the
advantage in the agricultural sector. The results
support previous research conducted by Agustono
(2013) where the agricultural sector’s contribution
to economic growth fluctuated even negative. In
contrast to the industrial and trade sectors in
which its contribution fluctuated but none showed
a negative contribution to economic growth.
There are some areas that have excelled in the
primary sector (agriculture) is Wonogiri, Sragen,
Kendal,
Purworejo have bases in the agriculture sector.

Boyolali, Semarang, Kebumen, and

Although there are some areas which have
become a sector basis, but the average of the

primary sector in the 15 city/county is still below
the number 1. Excellence has become a base area
than the city/other districts should be best utilized
by the Government as a reference fixing region
non-basis or who does not have the advantage in
the agricultural sector. One way is to transfer the
vacant land into agricultural land as an example
of improvement efforts in the agricultural sector.

The importance of the role of agriculture in
the economy should state policies such as fiscal
policy, monetary policy, and trade policy does not
ignore the potential of the agricultural sector. One
of the main challenges in moving performance
and utilize the agricultural sector is the use of
human resources and technology that is balanced
as well as capital or investments in the sector.
Development of investment in the agricultural
sector needed to spur economic growth, increase
employment opportunities and incomes of farmers,
as well as regional development, especially rural
areas.

The agricultural sector have a negative
impact on economic growth because when the
agricultural sector rise, economic growth will fall.
Although employment in the agricultural sector
absorbed a lot but could reduce economic growth.
This can be caused by factors location, season,
natural disasters such as floods and volcanoes
erupt, pests and diseases associated with the
government’s policy of fiscal and monetary.
Problems in the agricultural sector in increasing
food production to be one of the main problems.
This is because of the limited land that could be
used for farming. The development of increasingly
large population makes the need for residential
land and various means of supporting community
life also increased. Industrial development also
makes technical irrigated agriculture wane.

Another cause of the negative impact of the
agricultural sector to economic growth is due
to supply water to irrigate agricultural land is
also reduced. Many reservoirs, irrigation canals
that there needs to be repaired, tropical forests
there are diminishing returns, coupled with the
El Nino weather cycle-La Nina because of the
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influence of global warming further reducing the
supply of water that flowed from the mountains
to farmland. Import rice from abroad is the
focus of why the agriculture sector in Indonesia,
especially in Central Java can not be independent.
The government should be entrusted fully to the
agricultural sector of society who works in the
sector by providing adequate facilities for farming
and cultivation.

Secondary sector had a positive impact on
economic growth. This is consistent with the
theory and call for support previous research
conducted by Fauzi Hussin and Wuan Chee Ching
(2013), when the industrial sector increases,
economic growth has also increased. Secondary
sector has an average value of more than 1 base
sector where the advantages of the region also
have a positive impact on economic growth.

The average secondary sector declined in
2011 possibility is the use of human resources in
the industrial sector in 15 cities /counties in the
industrial sector which develops mostly large and
medium industries that rely more mechanization
and experts where workers more than experts,
so that laborers do not get the jobs they deserve.
Factors excellence areas that have the basic sector
as Surakarta, Semarang, Salatiga, Pekalongan,
Klaten,
and Kebumen become an important factor rising

Sukoharjo, Karanganyar, Semarang
economic growth in Central Java. Although the
sector average base of more than 1, there are
still areas that do not have the advantage in the
industrial sector that needs the attention of the
government to increase productivity and able
to provide konstribusinya and utilized by other
regions. In addition, the government needs to
maintain a city/county that has become the basis
for the sector has to contribute substantially to
the economic growth in Central Java.

The tertiary sector had a positive impact
on economic growth. This is consistent with
the initial hypothesis which affects the tertiary
sector exhibited significantly to economic growth,
if trade increases, economic growth has also

increased. Tertiery sector has an average value
of more than 1 base sector where the advantages
of the region also have a positive impact on
economic growth. Regions that have superior
sector 1is the city of Surakarta, Semarang,

Salatiga, Pekalongan, Magelang, Sukoharjo,
Karanganyar, Klaten, Sragen and Purworejo.

Trade became one of the promising prospects for
the community if you want to work in the sector.
People do not need to trade higher education,
enough capital and know how to trade and earn
revenue or profits. The number of traditional and
modern markets in Central Java became one of
the places for traders to trade large and small.
Problem arising in the trade sector usually is
a matter of raw materials that are hard to find
so inevitably the seller will raise prices, causing
inflation, when inflation occurs, the purchasing
power will decline and the seller will lose money.
This 1s the loss incurred in the event of inflation,
therefore the attitude of the government in
empowering local communities has been focused
on the trade sector is providing the perfect place
for traders and keep the raw materials remains
the sector that contribute greatly to the economic

growth is maintained.

4. Conclusions

Based on the results of the analysis have
been discussed in the previous chapter, then in
this experiment can be summarized as follows:

The sectors that have high labor absorption
in Central Java role as a key sector in the
economic growth. Components that contribute to
the growth were agriculture, industry and trade.

There are eight areas that have the
advantage of primary sector Wonogiri, Sragen,
Kendal,
Purworejo. Areas that have the advantage of

Boyolali, Semarang, Kebumen, and
the secondary sector there are nine regions,
namely Kota Surakarta, Semarang, Salatiga,
Pekalongan, Sukoharjo, Karanganyar, Klaten,
Semarang and Kebumen. While the areas that

have the advantage of the tertiary sector there
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are 10 areas of the city of Surakarta, Semarang,

Salatiga, Pekalongan, Magelang, Sukoharjo,

Karanganyar, Klaten, Sragen and Purworejo.

5. Suggestion
Based on an analysis of the determinants
of the basic sector to economic growth in Central
Java, the suggestions can be submitted are:
Central Java provincial government
is expected to pay attention to and improve
that

influence the development of nonbasisnya sector,

infrastructure or supporting factors
so as to increase and make non-basis sector as a
sector which is the basis of the leading sectors
in the province of Central Java. For example,
with an increase in the mastery of technology
in all the sectors, simplify the requirements in
capital investment, improve communication and
information networks in the industry, complete
infrastructure, vacant land into agricultural
land as an example of improvement efforts in the
agricultural sector.
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