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A B S T R A C T S  A R T I C L E   I N FO 

In response to governance shift in Indonesia, a heavy 
burden of responsibility is placed on local authorities to 

act in the best interest of its citizenry. This study 
examined evidence of local government policy, 

economic structure, and economic growth in the new 
autonomous city of Banjar Municipality, West Java 

Province, Indonesia and assessed determinants of 
regional transformation. The methodology used 
location quotient, analysis, shift-share analysis, and 

ordinary least square regression analysis. The findings 
revealed in the ten-year period of the study on 

agriculture, business trade, accommodation, other 
sectors and public service dominated the structure of 

the economy. In terms of the authority, the 
Municipality’s policy of sustainability is aimed at 
protecting the traditional market and developing local 

road infrastructure—contributing to its economic 
growth. Sustainability-oriented policies are designed to 

stress order, control, and accelerate economic activities 
which regional authorities sometimes considering them 
as challenging due to transitional requirements and 

demands. 
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I.   INTRODUCTION 

Indonesia is one of the most populous 
and largest archipelagic countries in the 

world, with multi-ethnic, multi-cultural, 
and various regional languages facing a 
number of management-oriented 

challenges. Since the economic crisis of 
1997 hampered most of Asia, many 

countries have taken action in response to 
the condition, including Indonesia. The 

crisis led the Indonesian government to 
implement transformative centralized to 
decentralization action, where some of 

the state powers and resources were 
transferred to the lower level of 

government, i.e., at the provincial- and 
municipal-level. In 1999, a policy known 
as regional autonomy was implemented, 

converting the country into the largest 
worldwide laboratory, to test out the 

decentralization experiment (Miller, 
2013). As a response, the success of this 

policy move on economic and income 
growth still depends on the local 
government’s response to the market and 

the orientation of economic development 
Asia-wide (Asian Development Bank, 

2010). A significant issue that usually 
arises in a number of countries is the 

dependency and burden of local 
governments highly reliant on central 
government transfer (i.e., by not 

maximizing local resources and revenue) 
(Masaki, 2019; Kelly, 2012; Oates, 1993). 

Evidence from Ghana in 2004 has 
shown that higher external transfers 
toward local authority does not 

encourage the increase of local revenue. 
This condition contradicts one of the 
fundamental motivations of the 

decentralization policy, where the 
effectiveness and efficiency of allocated 

local resources (i.e., by the local 
authority), can be outweighed by local 

knowhow (e.g., indigenous knowledge 
and community needs) (Mogues & Benin, 

2012). The purpose for regional 
development is a bottom-up approach to 

improving the communityin terms of 
fiscal decentralization by enhancing 

economic efficiency and social wellbeing 
(Oates, 1993). A useful example from 
China illustrates cities with higher gross 

regional domestic product (GRDP) tend 
to be more inclusive, i.e., cities with a 

larger population and higher GRDP per 
capita have a significant industrial sector 
contributing to the gap of inclusiveness 

between the high and low skilled (Hu & 
Wang, 2019). Prior research has also 

shown that in terms of economic growth, 
human capital contributes significantly 

compared to fixed capital investment 
(Liu et al., 2018). 

As a result of Indonesia’s reformation, 

regional autonomy was followed up by a 
number of responsibilities in which local 
governments highly accommodating 

their new-found power. The system, 
however, brought forth both 

opportunities and challenges (Miller, 
2013; Sondakh & Jones, 2003). The 

transferability of authority, to date, 
directly associated local governments 
with the underlying objectives of poverty 

reduction, public service improvement, 
and public participation— something the 

central government has also deemed as 
critical (Suryahadi  et al., 2012). Banjar 
Municipality an autonomous city located 

in West Java Province with a population 
of more than 200,000 inhabitants. The city 

was allocated as one of the new 
autonomous cities established at the 

implementation of the regional 
autonomy policy— nationwide. Since its 
inauguration in 2002, there has been 

massive development in terms of 
infrastructure and public service. In 2010, 

based on an assessment of 33 indicators, 
with four main factors of assessment (i.e., 

community welfare, governance, public 
services, and regional competitiveness), 
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Banjar Municipality has achieved award-

like success as the second most thriving 
autonomous city in West Java Province. 

Despite the location of the city, at the east 
border of West Java Province and 
faraway from a metropolitan city, its 

performance in accordance with good 
governance has assisted in piecing 

together a highly productive government 
output. Positive economic growth of the 

city, however, has never reached more 
than 5.6% (BPS-Statistic of Banjar 
Municipality, 2017) which has some 

cause for concern—especially in terms of 
policymaking. Since its establishment, 

research into its leading sectors as well as 
economic structure, i.e., concerning 
economic growth, and how the 

municipality by protecting the traditional 
market has not been done. 

 Evidence of previous research from 

the State of Michigan—and 
municipalities within it—shows 

incentive-based policies that play an 
important role in employment and in 

establishing new businesses. These 
policies have been considered one of the 
most successful strategies in the post-

crisis era (Drucker et al., 2019). Based on 
this economic development, we consider 

local regulation and analyze independent 
variables to best calculate and explain 
economic growth in Banjar Municipality 

(see Fig. 1). 

Banjar Municipality’s uniqueness, as a 
city, was inaugurated by the Minister of 

the Home Affairs as one a municipality 
that administratively controls not only 
urban but also rural villages. This 

important fact internalized our research 
to focus on providing important 

guidance and recommendations in this 
context. Urban villages (kelurahan) are 

territorial units occupied by a number of 

residents, at the lowest governmental 
level, are organized directly under the 

district head and have no rights to 
household ownership. The main 
characteristic of the urban village is that it 

is led by civil servants and not chosen by 
the people. Local authorities can 

postpone a permit, for example, when 
investigating developmental ideas and 

projects. As such, a modernized market 
was introduced to help with a lagging 
traditional market during the economic 

crisis—noted by trade sectors indicators 
and revived vital points in economic 

development. 

The regional autonomy policy in 
Indonesia successfully spurred research 

interest in trend, impact, determinant, 
and impact on economic growth; 
however, limited studies have looked at 

how these new autonomous cities 
operate independently. The paper 

conducts critical research into better 
understanding the problems and 

challenges of the state of the art of Banjar 
Municipality and presents future 
solutions. We fill in a number of gaps, in 

terms of sectoral information and 
economic structure by relating our 

findings to economic growth in the 
Municipality. The scope of the research 
will benefit policymakers and city 

planners alike as well as scholars in 
helping guide and benchmark future 

works. A breakdown of the paper is 
structured as follows: Section 2 is a 

literature review, Section 3 contains the 
methods, Section 4 illustrates the results, 
Section 5 elucidates a discussion on 

impact and development, and Section 6 
presents the conclusions and policy 

implications. 
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Fig. 1. Economic Growth of Banjar Municipality Compared with Regional and 

National Levels, 2007-2016. 
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changed the global landscape and 

palpably contributed to its 
transformation. A focus on economic 

development is now transforming job 
growth and businessto job creation, 
business growth, and income growth 

(i.e., factors that are the typical and 
reasonable within Indonesia’s economic 

development policy). Nonetheless, 
broader social and environmental 

improvements parallel the strengthened 
economy (Moore et al., 2006). Regional 
autonomy came into play, around the 

world, as a possible solution to solving 
regional economic problems. 

Decentralization theory, as the 
foundation of regional autonomy 
policies, leans toward a robustness in 

comparison to a centralized country 
(Paganelli, 2006). Compelling empirical 

evidence from Indonesia, since regional 
autonomy was implemented to 2015, 

showed regional revenue (i.e., 
nationwide) increased  by 374%, a 
significant impact and confidante with 

the policy (Suryani, 2015). Key factors of 
economic growth are discussed by 

Wagner’s theory of “Law of Expanding 
State Expenditure” in which increasing 

per-person income in correlation with 
increases in state expenditure (Sobari, 
2011; Wagner, 1890; Suryani, 2015) can 

prove to be beneficial. Research 
conducted using location quotient (LQ) 

and shift share analysis (SSA) in 
Banyuwangi Regency in East Java 

Province revealed that one overpowering 
sector does not necessarily give 
overarching value to a regional economy 

(Khusaini, 2015) due to a lack of economic 
balance and sustainability—cutting local 

competitiveness and creating monopoly-
like circumstances (Akib et al., 2019). As 
such, it is essential to consider the quality 

of human capital, including: wellbeing, 
distance and travel time to work, 

transportation service, road and 

infrastructure condition, and other 

supporting amenities (Endaryanto et al., 

2015). 

2.2. Regional Economics and Gross 

Regional Domestic Product (GRDP) 

Dunn discussed a statistic approach to 
understanding regional economics and 
its contributive effects via differing 

sectors’ contribution to economic growth 
(Dunn, 1960). His research continues to 

influence researchers in various fields, 
including a number of studies, that used 

SSA to explain certain economic 
phenomena in a community (e.g., 
regional employment development trend 

and regional growth (Goschin, 2014; 
Rigby & Anderson, 1993). Other 

examples of SSA include a Spanish study 
that revealed higher competitiveness in 

agriculture and construction sectors, 
while industry and service had the 
opposite effect (Fernández & Menéndez, 

2005). Three components that are widely 
used include: (1) national and regional 

share components, (2) industrial mix 
components and proportional shift, and 
(3) differential and competitive share 

components (Evans, 2008; Noisirifan, 

2018; Morrisey, 2014). 

In a new paradigm of regional 

economic theory there is a basic 
developmental shift (i.e., transformation) 
from development economic sectors to 

economic institutions (Kifli & Umami, 
2017). In the globalization era, 

autonomous cities makeup one form of 
the implemented economic institutions’ 
framing. Despite its critics, the use of 

gross domestic product (GDP) as a 
measurement of human wellbeing has 

held fast for half a century—accepted as 
the standard measure for a country’s 

progress (Contanza et al., 2009). In the 
local economy, GRDP generally uses 
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indicators that measure macroeconomic 
activity—locally (Andayani, 2018; 

Feriyanto, 2014). Several studies, 
however, used GRDP and revealed how 

leading local products and spatial 
economic contributions (i.e., regionally 
and nationally) showed meaningful and 

reciprocal economic results (Kristiawan 
et al.,2016; Kifli & Umami, 2017) ; 

Endaryanto et al., 2015). Johnston and 
Huggins also highlighted that a variety of 
industrial structures can significantly 

affect the dynamism of regional growth 
(Johnston & Huggins, 2018). 

The implementation of regional 

autonomy in Indonesia signaled new 
authority to control and develop their 

local needs. Prior research from China 
showed how low quality of rural roads 

can significantly influence economic 
growth (i.e., in a negative matter 
compared towell-developed ones) (Fan & 

Chan-kang, 2005). Hence, built 
infrastructure policy is one important 

way of maintaining positive economic 
development. In terms of sustainable 

economic growth, investment in 
education is also one key policy that 
should be considered for local 

governments (Liao et al., 2019; Sukamdi, 
2014). Evidence from the 1970s and 1980s 

show a positive correlation between 
government expenditure and economic 
growth—investment playing a large part 

of the growth (Bose et al., 2007). Another 
variable that contributes significantly to 

the expansion of an economy is its labor 
force, as can be seen in the United States 

from 1948 to 2001 with an increase of 1.7 
% per annum to the average annual 
growth of potential real GDP (Daly & 

Regev, 2007). This type of advancement 
also occurred in China between 1990 and 

2009 where its economy stabilized its 
growth by promoting and improving 

labor quality and consumption 
capabilities (Zhu et al., 2011). Reinforcing 

this viewpoint, Nosier and El-Karamani 
stress a series of variables such as 

education, health, government 
consumption, and trade openness as 

having a non- monotonic effect on 
growth through education and physical 
capital accumulation via labor (Nosier & 

El-Karamani, 2018). Moreover, resolving 
labor force and unemployment problems 

for urban and rural areas will require 
different parametric expertise (i.e., urban 
policies should focus on service sectors 

while rural should be on agricultural 
ones) (Suryadarma et al., 2013). It is also 

essential for a country to invest in human 
capital (Ali et al., 2018) to stimulate 

economic activity for best policymaking 
practices—developed via appropriate 
regulatory and local knowhow (Fisher, 

1997; Romyen et al., 2019). From this 
outlook, our paper’s scope prepares 

sectoral-based research that measures 
Banjar Municipality’s transition as an 

autonomous city and bestows future 
economic requirements and demands for 
the betterment of Indonesia and its policy 

development. 

3. DATA SOURCE AND METHODS 

3.1. Data Source 

This research examines leading 
sectors, economic structure, and GRDP in 
the new autonomous city of Banjar 

Municipality, Indonesia. It is located on 
the east border of West Java Province. 

The Municipality’s population has grown 
from 160,810 in 2002 to 202, 362 in 2017 

(BPS-Statistic of Banjar Municipality, 
2017). The city is expected to grow in 
terms of industrial development, trade, 

service, and tourism via the east region of 
West Java. Since its inauguration, the 

Municipality has had to uniquely 
configure its authority over its four 

districts (i.e., kecamatan) as well as its 22 
villages and urban villages (i.e., desa and 



31 | International Journal of Informatics Information System and Computer Engineering 2(1) (2021) 25 - 46 

 

kelurahan). This makeup has fashioned 

Banjar Municipality as one of the new 
autonomous cities administratively as a 

city and municipality that also manages 
village and urban village areas. Since it 
was established the Municipality’s 

revenue has been dominated by trade, 
hotels, and restaurants. 

The method of the data collected for 

this study utilized two methods. First, we 
collected online data from BPS-Statistics 

Banjar Municipality’s website and, 
second, we directly requested the data 
from the local authorities, including: 

Regional Planning and Development 
Agency of Banjar Municipality and 

Regional Financial and Asset Agency. 
The data period spans from 2007 to 2016. 

We utilize GRDP sector data from BPS-
Statistics Banjar Municipality which is 
grouped and categorized based on the 

System of National Accounts 1993 and 
Indonesian Standard Industrial 

Classification (i.e., Klasifikasi Lapangan 
Usaha Indonesia) 1990 (BPS, 2017). 

The land use map of Banjar 

Municipality in 2006 acts as a starting 
point for this research (see Fig. 2). 

As can be seen in figure 2 agricultural 
areas dominate almost in many areas. 
The center of urban area growth is still 

dominated in the city center, but the 
agglomeration of urban areas is divided 
into two regions namely in the Banjar 

District and the Langensari District. This 
is in line with the concept planned by the 

local authority that expects two centers of 
economic activity to grow.   

We further adjust via the International 

Standard Industrial Classification for all 
economic activities which were released 
by United Nations sources. The GRDP 

sectors include: agriculture, mining and 
quarry, construction and building, 

processing industry, electricity, gas and 
water, transportation and 

communication, trade, hotels and 
restaurants, and service sectors—all 
considered key economic activities 

(Arent et al., 2015). Variable symbols, 
descriptions, and data sources are shown 

in Table 1. 
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Fig. 2. Land Use Map of Banjar Municipality (Supriyadi et al., 2020))
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Table 1. Variable and Data Source

Variable name Variable Variable description Data source 

Agriculture, 

livestock, 

forestry, and 

fishery 

Agr Includes farm food crops, 

non-food 

crops, livestock and product, 

forestry, and fishery 

BPS-Statistics Banjar 

Municipality 

Mining and 
quarrying 

MC Includes non-oil gas and 

quarrying 

BPS-Statistics Banjar 

Municipality 

Manufacture 
industry 

MI Non-oil and gas 

manufacturing 

BPS-Statistics Banjar 

Municipality 

Electricity, gas, 

water supply, 

and 
water treatment 

EGW Electricity, gas water supply, 

and treatment consumptions 

BPS-Statistics Banjar 

Municipality 

Construction and 
building 

Cons Construction activity BPS-Statistics Banjar 

Municipality 

Trade, 

accommodation, 

and food business 

TAF   Wholesale and retail trade, 

hotels, and restaurants 

BPS-Statistics Banjar 

Municipality 

Transportation and 
communication 

TC Transportation road, railway, 

air, and 
communication 

BPS-Statistics Banjar 

Municipality 

Finance and 
business services 

FBS Includes Finance, rent, and 

businessservices 

BPS-Statistics Banjar 

Municipality 

Other services OS Public and private services BPS-Statistics Banjar 

Municipality 

4. RESEARCH METHODS 

There are plenty of methods that can 
describe a leading sector and the 

structure of the economy of a city. 
However, this paper primarily utilized 
LQ and SSA. In addition, to explore the 

main factors from the decentralization 
sectors that affected economic growth we 

utilized ordinary least square (OLS) 

regression analysis. 

4.1 Leading Sector Analysis 

To get a specific description of 
industrial concentration in an area (i.e., 
by decomposing where a product is in a 

particular geographical place) we 
comparing them to wider areas using LQ 

analysis which is commonly used as a 
quantitative technique in base economic 

theory (Moore et al., 2006). In terms of the 
changeability of the leading sector’s 

calculation, this paper uses a formula, i.e., 

Eq. (1), used by several previous studies 
(Morrisey, 2014; Crawley et al., 2013; 
Riddington et al., 2006; Jahn, 2017). The 

starting point collects the distribution of 
GRDP at the constant market price from 

2007 to 2016 and calculates it accordingly. 

 

Where: LQ is the value of the leading 

sector in one geographic area (note: LQ > 
1 is defined as the leading sector; LQ < 0 
is defined as a sector in deficit and the 

area might be relying on this sector from 
a different area; LQ = 0 is defined as a 

sector only supply for the local area with 

no potential export); 𝑔𝑖
𝑡 is the value of 

sector i in one geographic area in the year 

𝑡; 𝑔𝑡 is the sum of all the sectors in the 
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year 𝑡; 𝐺𝑖
𝑡 is the value of the sector i in the 

regional geographic area in the year 𝑡; 𝐺𝑡 
is value of the whole sector in the regional 

geographic area in the year 𝑡. 

The SSA is one method that is widely 
used and credited as a tool to understand 

political economy, retail analysis, and 
regional economy (Knudsen, 2000). A 
SSA is also applicable in its analysis to 

measure the implication of structural 
development in a country’s international 

competitiveness—over time—when it 
was applied to export growth (Wilson et 
al., 2005). Despite the weakness of the 

method, since it does not explain 
economic growth patterns, SSA has been 

proven popular for almost half a century 
due to its very straightforward logic and 

interpretation (Jackson & Haynes, 2009; 
Dogru & Sirakaya-Turk, 2017). Three 
components makeup the SSA (i.e., 

regional share (RS), industrial mix (IM), 
and competitive share (CS)) formulated 

in Eq. (2). 

 

Where: 𝑆𝑖 is the value of SSA for sector 
i, 𝑅𝑆𝑖 is regional share represented by Eq. 

(3); 𝐼𝑀𝑖 is a mix component in sector i 
represented Eq. (4); 𝐶𝑆𝑖 is a competitive 

component in sector i represented Eq. (5). 

 

Where: 𝑔𝑖 is the value of sector; t is the 
year of last period of the research; n is the 

sum of the research period. 

4.2 Regression Analysis 

Based on the reviewed literature, this 

study develops a linear regression model 
using OLS regression analysisi to 

determine variables that have a 
significant contribution to the economic 
growth of Banjar Municipality (Kowalski, 

2000; Greene, 2012; Glodowska & Pera, 
2019). The variables used are components 

that the local government has authority 
over, that being: local government 

expenditure, local regulation, labor force, 
education facilities, and local road 
facilitation. These independent variables 

once pieced together formulate Eq. (6).  

 

Where: EG is economic growth as a 

dependent variable; 𝛼0 is the intercept 
parameter; 𝛽1,..𝛽𝑘 are regression 
parameters; 𝐸𝑥 is local government 

expenditure; 𝐿𝑅𝑒𝑔 is the local regulation; 
𝐸𝐹 is primary and secondary education 

facilities; 𝐿𝑅 is the local road; 𝜀 is the error 
term. 

The significance test conducted also 

determined the value of the independent 
variable. Hence, R2 and adjusted R2 

values that are closer to one are good 
indicators of high correlation and a p-
value indicating the degree of confidence 

is set to 5 % or less. Next, a 
multicollinearity test was performed to 

determine if there was a correlation 
between the independent variables. If a 
correlation was present, then a variance 

inflation factor (VIF) of greater than ten 
would indicate a positive multi-

collinearity and the independent variable 
would yield affective. 

5. RESULTS  

The economic growth of Banjar 

Municipality was relatively stable during 
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the research period, with minor positive 

and negative fluctuation pending the 
variable. An important lesson in 

retrospect of China’s economic structure 
reminds us of similar results in that 
country’s early years before its success as 

an economic force (Peng et al., 2017). In 
the first five years of Banjar 

Municipality’s anonymity, the city’s 
policy focused on infrastructure 

development (e.g., local government 
offices, public service facilities, and 
relating amenities). These initial 

investments proved useful and lay the 

groundwork for its potential growth. 

5.1 Potential Growth from Economic 
Sectors 

When Banjar Municipality was 
allocated as an autonomous region it had 

limited infrastructure, public facilities, 
and out-and- out authority (i.e., political 

clout) on its population. As such, it is 
important to recognize crucial urban 

planning requisites that consider 
availability of resources and ability to 
compete with other regions. Banjar 

Municipality does not have natural 
resources and, thus, its revenue comes 

from other economic sectors. In this 
study, LQ and SSA were used in terms of 

GRDP, broken down into sectors, from 
BPS-Statistics Banjar Municipality data 
(BPS-Statistic of Banjar Municipality, 

2017). 

The LQ result is illustrated in Table 2 
in which three main potential economic 

sectors contribute to the development of 
the city, namely: (1) agriculture, livestock, 

forestry, and fishery; (2) trade, 

accommodation, and food business; and 

(3) finance and business services. 
Notably, other services also have a 

significant impact. Based on the result, 
agriculture, livestock, forestry, and 
fishery has the greatest potential for 

export. In terms of location, the 
Municipality is traversed by the 

Citanduy River which could be one of the 
specific reasons for a strong agricultural 

sector— acting like the backbone of the 
economy. Trade, accommodation, and 
food business as well as finance and 

business services also performed well as 
base sectors. Inference on their success, 

again, pinpoints on the Municipality’s 
location in which the intersection 
national road to Central Java Province 

and the tourism area of Pangandaran 
Beach play an important role. The other 

services, noted, consist of public and 
private sector advancements such as 

health services that currently dominate 
the economic growth with the founding 
of the city’s A-type hospital facility (i.e., 

one of the most modern hospitals in the 
region). In general, construction and 

building as well as transportation and 
communication were two sectors that 

experienced a decreasing trend in the ten-

year study. 

In terms of SSA, each economic sector 
was analyzed by calculating the GRDP of 

each sector using the overall regional 
sector score. Data originated from Banjar 
Municipality and West Java Province 

over a period of ten years from 2007 to 
2016. The result of the SSA analysis can be 

seen in Table 3. 
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Table 2. LQ Values for each Economics Sector 

LQ 
Variable 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Agr 1.57 1.59 1.45 1.51 1.59 1.57 1.56 1.54 1.59 1.55 

MC 0.13 0.13 0.12 0.12 0.13 0.11 0.12 0.12 0.12 0.12 

MI 0.26 0.25 0.27 0.28 0.25 0.26 0.25 0.25 0.24 0.24 

Cons 1.54 1.54 1.56 1.47 1.18 1.17 1.19 1.19 1.16 1.15 

EGW 0.48 0.49 0.45 0.45 0.80 0.45 0.43 0.43 0.46 0.46 

TAF 1.62 1.67 1.60 1.94 1.54 1.63 1.66 1.66 1.64 1.64 

TC 1.65 1.72 1.62 1.45 1.88 1.15 1.16 1.17 1.18 1.17 

FBS 2.16 2.11 2.02 1.92 1.94 1.79 1.76 1.75 1.72 1.67 

OS 2.16 2.27 2.22 2.13 2.09 2.06 2.06 2.16 2.16 2.17 

Table 3. Comparative Advantage of SSA Values for each Economic Sector 

between 2007 and 2016 

Sector LQ†  RS IM CS SSA total 

Agr Yes 144,960.41 - 1,717.99 - 111,798.69 31,443.73 

MC No 3,256.11 - 5,444.92 2,463.41 274.59 

MI No 119,449.19 - 6,483.90 - 74,696.55 38,268.74 

Cons No 3,012.98 486.20 - 2,492.06 1,007.54 

EGW No 99,828.02 12,642.33 - 58,590.73 53,879.62 

TAF Yes 330,510.67 - 28,907.31 - 155,001.84 146,601.52 

TC No 88,763.09 75,531.91 - 66,229.15 98,065.85 

FBS Yes 73,581.70 17,993.61 - 49,218.70 42,356.62 

OS Yes 182,678.69 45,039.53 - 112,341.86 115,376.35 

According to Table 3, it is can be said 

that all of the SSA totals retained a 
positive value, meaning those sectors 

developed a positive, contributing and 

absorbing, labor force. The highest 

contributing variable to economic growth 
and employment was trade, 

accommodation, and food business with 

†Supporting sector of economic development; Source: Authors own elaboration 
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330,510.67 of the total  SSA  value  and the  

lowest  was  mining  and  quarrying with 
274.59. Agriculture, livestock, forestry, 

and fishery; trade, accommodation, and 
food business; and other services have a 
significant positive value in the regional 

share equating to these contributing 
sectors as lead absorbers of employment 

and economic growth. These sectors, 
considered as first level sectors, that 

should be maintained. In the industrial 
mix, it can be highlighted that 
construction and building; electricity, 

gas, water supply, and water treatment; 
finance and business services; and other 

services have a general positive value. It 
is interesting to note, with the exception 
of mining and quarrying, none of the 

other sectors had a positive 
competitiveness when combined with a 

provincial level supply chain, meaning 
there were no noticeable specialties 

found Municipality-wide and no other 
autonomous entities (e.g., regions or 
cities) that could be can relied upon for 

economic growth. 

5.2 Regional Autonomy and Economic 
Growth Variables 

Based on the literature, this study 
examined influences that significantly 

contributed to the economic growth of 
Banjar Municipality. We applied five 
factors to model the OLS regression 

analysis. The factors were chosen based 
upon the local government authority’s 

implementation of regional autonomy 
and its relating policy adjustments. The 
OLS regression analysis results are 

illustrated in Table 4. 

The model was analyzed using Stata 

15 software to check for correlative and 
determinative variable results and show 

if they are representative of reality. The 
result of the model showed that the 
multiple adjusted R-squared value was 

0.8070 which is nearer to 1.0—indicating 
an overall strong relationship. The 

process then checked the multi-
collinearity of every independent 

variable (i.e., a VIF < 10 meant there is no 
multi-collinearity in the regression 
model). Based on the result each factor 

had value < 10, hence, concluding that the 
regression model had no multi-

collinearity for all of the independent 

variables. 

6. DISCUSSION 

For the ten-year study from 2007 to 
2016, it can be deduced that the sectors 

that contributed to Banjar Municipality’s 
economic development were agriculture, 
livestock, forestry, and fishery; trade, 

accommodation, and food business; 
finance and business services; and other 

services—in line with previous research 
conducted in Aceh Province (Kifli and 
Umami, 2017). The location of Banjar 

Municipality, the suburbs of West Java 
Province, yields this city closer to rural 

areas and, hence, subject to agricultural 
products and related outputs. Generally, 

the agriculture, livestock, forestry, and 
fishery sector have an essential role in 
economic growth; however, compared to 

other regions, the impact of the 
agricultural output is relatively 

insignificant since the city has a small 

geographical area. 
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Table 4. OLS Regression Analysis 

Independent 

Variable 

Standard 

Error 

Significance (p- 

value > t) † 

R-squared Adjusted R-

squared 

VIF 

Expenditure 0.057035 0.090**   5.68 

Local regulation 0.51662 0.034** 0.9142 0.8070 3.28 

Labor force 0.470402 0.693   5.96 

Education facility 1.571344 0.083**   9.07 

Local road 7.055934 0.040**   9.48 

Historically, before Banjar became 

an autonomous region, it was a district 
that became a trading center on the 

east-south border of West Java 
Province, especially the sale of 
agricultural products, where the 

traditional markets normally 
accommodate and sell agricultural 

products from surrounding As a new 
autonomous city, that is constructing  

massive infrastructure and public 
facilities, it can also be perceived that 
for the five-year period from 2007 to 

2011 the construction and building 
sector provided a stronger portion to 

economic growth which declined in the 
latter five-year period (i.e., 2012-2017). 

Another policy that is the focus of the 

local government is to give special 
attention to the village by providing 

financial assistance for infrastructure 
development and community 
empowerment, namely the provision of 

capital for village-owned enterprises. 
Infrastructure development carried out 

by the village government is 
encouraged to be labor intensive, 

which means that every development 
implementation as far as possible 
involves the local community 

resources. The policy carried out by the 
Banjar Municipality government was 

implemented long before the central 
government also finally launched a 

†represents t values; **5 % confidence intervals; Source: Authors own elaboration 
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village assistance program. This policy 

is one of the positive effects of regional 
autonomy, because regions no longer 

build top-down but rather specific 
policies based on local wisdom and the 
most urgent needs according to each 

village in the region.  

However, the result of SSA indicated 
that the construction and building 

sector still maintain the aggregate 
GRDP even though it was not 

considered a supporting sector of 
economic development. Despite the 
small share in the GDP, the 

construction and building sector 
shared a high number of employed 

labor, which strengthens previous 
research from Khan’s Pakistan and 

Sitsabo’s United Kingdom studies 
(Khan, 2008; Dlamini, 2012). 
Meanwhile, some nonreciprocal 

findings from South Africa (Dlamini, 
2012) and Turkey (Berk & Bicen, 2017) 

exhibit construction and building as an 

essential sector to economic growth.  

According to the OLS regression 
analysis, local regulation and local road 

facilitation were two variables that 
contributed significantly and have a 

strong correlation to the economic 
growth during the ten-year period (i.e., 
p-values of 0.034 and 0.040, 

respectively). It can be inferred that 
local regulation offers positive value 

and effects to economic growth; in 
other words, the local government 

produces local regulatory precepts that 
give certainty to law and order (and in 
extension business confidence). One 

interesting policy adopted by the local 
authority is the postponement of the 

permit of establishment a new modern 
mini market since 2005, which has 
contributed to the survival of small 

retail stores. Although this policy is 

relatively challenged by investors in 

the modern mini market, and quite 
influential on the small number of 

investors interested in investing in or 
opening a business in Banjar,  

it has succeeded in encouraging the 
growth of small stalls and new small 

businesses. This situation considered as 
one of a good example of what this new 
autonomous city has done about how 

they maintain their economic activities 
by defending small entrepreneurs from 

the onslaught of big entrepreneurs. 

As such, regulation-based local 
knowledge also contributes 

significantly to the development of the 
city. In terms of local road facilitation, 
previous research has also detailed 

local road development as a good 
precedent to increasing economic 

growth via the movement of workers 
and market connections (Asher & 

Novosad, 2019). Positive impacts from 
regulation are in line with research 
from the United States in which public 

policy is different in different areas, so 
that the service sector basically has an 

important role in the economy of this 
region jurisdictions. This affect has 

wide implications on business 
allocation and deregulatory effects on 
cutting the cost of production (Fisher, 

1997) and moving product. However, 
to enlarge a comprehensive 

understanding of the economic 
development in Banjar Municipality, 

we would stress the importance of 
conducting a socioeconomic survey 
that could elucidate any regulatory 

differences in terms of local, provincial, 
and national level benefits—and 

extend the research to reciprocal 
countries concerned with similar 

urban-economic phenomena. 
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7. CONSLUSION 

In the development economics it is 
generally perceived that efficiency of 

allocation means more productive 
resources while sustainable growth is 
more in line with economic, social, 

political, and institutional mechanisms 
via public and private services (Todaro 

& Smith,2012; Paczoski et al., 2019). The 
economic structure, in terms of 

structural change theory, focuses on the 
transformation from traditional 
subsistence agriculture to a modern 

urban way of life (Todaro & Smith, 
2012; Russo & Cirella, 2019). This study 

used GRDP data with an underlying 
objective of determining what leading 
sectors contributed the most to 

economic growth since Banjar 
Municipality’s issuance as a new 

autonomous city. The following 
conclusions were obtained from 2007 to 

2016. Banjar Municipality relies heavily 
on the following sectors: agriculture, 
livestock, forestry, and fishery; trade, 

accommodation, and food business; 
finance and business services; and 

other (i.e., public and private) 
services—in that order. Thus, to 

accelerate economic growth, it is highly 
recommended these sectors continue to 
be properly facilitated within regional 

development and related policy plans. 
However, as noted with the exception 

of the mining and quarrying sector, the 
other sectors did not have a positive 
impact in terms of their 

competitiveness with other 
autonomous regions.  

In this regards, innovative local 

government development in creating 
policy that would increase the specialty 

 

 

 

 

in local products in the leading sectors 
should be emphasized. 

In terms of regional autonomy, the 

policy implementation process set in 
place by Banjar Municipality’s local 

government will need to continue to 
assess and develop policy in several 

public areas and facilities. Local 
regulation, implemented in the region, 
should continue to focalize on 

protecting traditional market policy as 

well as lengthen, upgrade, and 

maintain road infrastructure. Such 
regulation could include a community 

of practice approach (Cirella et al., 2018; 
Docherty, 2017) which would take into 

account local knowledge and 
consideration when piecing together 

city goals. If local policy expands local 
road infrastructure there would be an 
expectation of increased accessibility 

for the local inhabitants by way of 
mobility, doing business, and helping 

to protect the traditional market. New 
policies will need to be properly 

enforced and maintained for maximum 
economic success. In terms of 
sustainability, regional authorities will 

need to adjust and promote transitional 
steps to battering capacity, education, 

community knowhow, and 
policymaking skills (Darmawan, 2008). 
Hence, it is our recommendation, at 

this stage, that necessary central 
government intervention in terms of 

sustainability still be interplayed 
within the Municipality’s 

policymaking outlook.
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