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Preface 
 

Praise and gratitude always we pray to the Lord of Universe, GOD Almighty (ALLAH SWT), who always gives 

a mercy and blessing for mankind. Thus, we can attend the international conference in healthy and halcyon 

conditions without any obstacles. 

First of all, on behalf of Rector of Muhammadiyah University of Metro warmly welcomes for the presence of 

keynote speakers and the participants of international conference in various colleges, either domestic or 

overseas. Especially for a chairman of Indonesian‘s People Consultative Assembly or MPR-RI, Mr. Zulkifli 

Hasan; and a chairman of Higher Education Assembly of the Central Board of Muhammadiyah, Prof. Lincolyn 

Arsyad.   

Secondly, we do apologize if in providing services to the keynote speakers and the participants of the 

international conference are below of your expectations, all of those are caused by our capability limitation. 

Thirdly, through this international conference, intended as a reflection of our commitment consistently improve 

the quality of education and accommodate more opportunities in academic collaboration. 

Therefore, I believe that this international conference will be able to present an interesting discussion on the 

topics, by prominent speakers from Malaysia, Indonesia, Brunei and Thailand, which contribute to the 

development of knowledge and hopefully will encourage more research on this region. 

In this beautiful occasion, I would like to congratulate to the organizers of international conference who have 

organized this event, hence, the event can be held most efficiently. Perhaps, it will support Muhammadiyah 

University of Metro to actualize its mission to become one of international standard universities in the near 

future. 

Finally, once again I would like to say, welcome to all the distinguished guests and participants of the 

international conference. 

Muhammadiyah University of Metro will give the best to help you recognize this Lampung land. Please enjoy 

our hospitality and have a pleasant experience in the international conference. Thank you. 

 

Metro, November 7
th

, 2016 

 

 

 

 

 

Prof. Dr. H. Karwono, M.Pd. 

Rector of Muhammadiyah University of Metro  
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Abstract 

The objectives of this research are: 1) mapping base sectors which has multiplier effect to grow the other economic sectors; 

2) measure of contribution change from every economic sectors; 3) arranging typology of local economic development 

based on local resources; iv) arranging of local economic development formula based on industrial cluster. Based on the 

result of LQ analysis, East Lampung is the base sector in economic from 2010 to 2014 period which divided into three 

sectors. Those are agriculture, forestry and fishery sector (1.07), mining and excavation sector (4,95), electricity and gas 

supply (1,37). South Lampung has six base sectors. Those are manufacturing industry (1,37), electricity and gas supply 

(1,28),  water supply, waste cultivation, cesspit and recycle (1,2), Construction (1,26), small and big trading, car and 

motorcycle reparation and retail (1,02), warehousing and transportation sector (1,24). 

Based on the typology, East Lampung has four quadrants of economic sectors. The first quadrant of economic sector is 

manufacturing industry. The second quadrant of economic sectors are mining and excavation sectors, electricity and gas 

supply, transportation and trading, accommodation and food-water supply, financial and insurance services, real estate, 

company and health services, and social activity. The third quadrant of economic sectors is government administration and 

the other services. Then, the fourth quadrant of economic sectors are agriculture, forestry and fishery, water supply, waste 

cultivation, cesspit and recycle, construction and small-big trading, car and motorcycle reparation and retail sectors. 

Meanwhile South Lampung has same quadrant number about economic sectors with East Lampung. The first quadrant of 

economic sectors is company and education services sectors. The second quadrant of economic sectors are mining and 

excavation, cultivation industry, electricity and gas supply, transportation and warehousing, accommodation and food-water 

supply, information and communication, financial and insurance, real estate, health and social activity sectors. The third 

quadrant of economic sectors is government administration, defence and compulsory social security sectors. The forth 

quadrant of economic sectors are agriculture, forestry, fishery, water supply, waste cultivation, cesspit and recycle, 

construction, small and big trading, car and motorcycle reparation, and other services sectors. 

Developing local economic in East Lampung should has more value of improvement in agriculture sector (cassava 

commodity) influenced by cultivation industry. While, South Lampung should has the influence function (processed 

products of coconut) between big enterprise and home industry in mutually beneficial synergy scheme. 
 

Keywords : Local Economic Development (LED), Location Quotient, Shift Share 

 

1. INTRODUCTION 

In the context of economic decentralization and regional autonomy which are still looking for their present 

form, the selection and application of a local economic development strategy has become a crucial. It can not be 

denied, that by the implementation of regional autonomy, it brings many autonomous regions in Indonesia just 

know aspects of authority as the local bureaucracy, not as a stimulator of economic development in the region. It 

will also sound a bit ironic if an autonomous region does not know the exact position and blessing of its own 

resources because it has never created and developed the resource potential map systematically. With the 

simplest logic, it is quite difficult for a region to formulate the direction and goal of local economic development 

if an initial steps is unknown or not mastered [6]. 

Local economic development which has been conducted by the various regions in Indonesia and in Lampung 

Province especially has not been widely used industrial cluster approach. During this time, local economic 

developments that exist only utilize local potential (resources based) which is built partially, therfore the 

linkages between sub-systems in the commodity system (the value chain) have not realized. Considering to the 

development of commodity and superior product has not been designed in the scheme of industrial clusters, so 

that the value added is actually enjoyed by other regions. This resulted, the quality of economic growth that is 

created is relatively low, which in turn is less able to create opportunities for employment growth. 

Industrial cluster approach has now become a priority of government policy in many countries to improve 

the competitiveness of the region [2]. Industrial cluster development has been conducted by some industrialized 

countries, such as: USA, UK, France, Germany, Netherlands, Portugal, New Zealand and Japan, as well as some 

                                                 
1 Corresponding Author. No Telp:-, Email Address: basucpc@yahoo.com 
2 Corresponding Co-Author. No Telp:-, Email Address:- 
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developed countries. In Indonesia, the industrial cluster approach was introduced as one of the priorities of 

national development policies through Act No. 25 of 2000 on the National Development Program. 

In regard to local economic development that is designed by the industrial cluster approach, the specific 

objectives of this research are: to map the base-sectors which has a multiplier impact on the other growth 

economy sectors; to measure the contribution change of each economy sector; to compose a typology of local 

economic development based on local resources; and to design patterns of local economic development through 

industrial cluster approach. 

 

2. THEORETICAL PERSPECTIVE  

2.1 Local Economic Development 

The World Bank (2003) argues that Local Economic Development is thus a partnership between local 

government, business and community interests. Local governments have an essential role in creating favorable 

environmentsfor business success and job creation. Each community can undertake a collaborative process to 

understand and act on its own strengths, weaknesses, opportunities and threats (SWOT analysis). 

The statement shows that there is a relationship between several factors of development refers to the 

necessity of partnerships among stakeholders such as: local government, private sectors, non governmental 

organizations (NGO), community base organizations (CBO), donator/creditor, shareholders, and expertise, 

which is called as public-private partnership. In addition, this partnership should be a basic response of local 

government to continue in increasing attention on a variety of major social issues. Without any partnership, the 

local economic development (LED) will be failed, it is caused the local government itself does not have the 

ability to develop strategies for local economic development, as well as execute [10]. 

In terms of the community, a Local Economic development is interpreted as an effort to liberate the 

community of all the limitations that hamper their efforts to build prosperity. Welfare can be interpreted 

exclusively as a guarantee of safety for mores, religion, their efforts and their self-esteem as in persons. All such 

guarantees could not be obtained from outside the community because the system is not sustainable, and 

therefore should be sought from communitysystem itself which is often called independence.Thus, local 

economic development is the empowerment of the economic society in a region of overlap to local forces, be the 

power value of the location, natural resources, human resources, technology, management capability 

institutional (capacity of institutions) and asset experience (Haeruman, 2001 at Wiranto et al [3]). 

 

2.2 Industrial Cluster 

The cluster term refers to the definition of Porter (1998), ie as: a group of companies in a particular industry 

are concentrated in a particular geographic region, and interconnected (eg buyers, suppliers, service providers), 

jointly to the relevant institution(eg government , universities, training institutions, trade associations) that 

provide training, education, information, research, and technical support.[11] 

Similarly, Lee defines the industrial cluster as a concentration of companies and industries in a geographic 

region that has interconnected related to the markets they serve and the products they produce, as well as 

suppliers, trade associations, and educational institutions. A cluster has a high-integration-level but it has low- 

structures-level; and cluster is differentiated to similar shape that is network and association.[12] 

When a company joins in an industrial cluster, then there are some benefits that can be obtained such as: (1) 

it gives of mutual understanding to consumer needs and market opportunities both domestic and foreign 

markets; (2) it improves relationship between merchants and suppliers and it ensures the customer needs; (3) it 

provides the adequate experts, information and infrastructure that will strengthen the competitiveness of the 

platform (competitive advantage); (4) it gives the services to have world-class quality; (5) it reduces transaction 

costs of companies by eliminating economic barriers and the high economic cost; (6) it facilitates cooperation 

opportunities of procurement, export promotion, and goods distribution; (7) it prepares partner opportunities to 

the government and hold discussions about trade agreements, trade missions, and infrastructure provision; (8) it 

can explore the opportunities of trade investment; (9) it can obtain completed information and accessibility to 

data of the government in accordance to the provisions; (10) it can solve the conflict and isolation between 

industry and community in order to achieve synergies and mutual benefit. 

 

3. METHOD 

The research combines qualitative and quantitative approaches. A qualitative approach is to describe the data 

support and information related to existing portraits of local economic performance. While quantitative research 

is used to map the base sectors that have a multiplier effect on the growth of other economic sectors; to measure 

contribution changing of each economy sector; to construct a typology of local economic development based on 

local resources; to draft patterns of local economic development through industrial cluster basis. 

The data that have been collected containthe documents planning of local economic development, research 

result reports, important information of respondents' statements related to the problem and the purpose of this 
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research. For supporting this research, the data collecting technique uses a questionnaire. Meanwhlie the 

resarcher uses Location Quatient (LQ), Shift Share Analysis and Weighted Product as the analytical method. 

 

4. RESULT  

Based on calculation of LQ, the basic sector which is leading sectors in East Lampung regency is as follows: 

1) Agriculture, Forestry and Fisheries. During the period in 2010-2014, the coefficient of LQ > 1, it means that 

this sector tends to be ―exported‖ to other regions. This is due to the development of East Lampung regency 

which improves consistently. East Lampung regency government regards this as a demand and need in order to 

create East Lampung Regency as the hinterland. Then, toll road development of Bakauheni to Mount Sugih 

which needs its infrastructure will be provided by East Lampung Regency surely. Electricity and Gas 

Procurements sector during the period in 2010-2014 has a coefficient of LQ > 1, which means that this sector is 

also a sector basis that tends to export to other regions. This is caused by the development of East Lampung 

regency that is more likely in the modern sector which emphasizes the tertiary sector which consistently 

supported by the secondary sector. The rapid growth of other sectors requires the support of the electricity and 

gas fulfillment. 

Sector-basis of South Lampung regency in 2010-2014 sequentally as follows: processing industry sector 

with an index average of LQ is 1.37; Electricity and gas procurement sector with an index average of LQ is 

1.28; construction sector with an index average of LQ is 1.26; transportation and warehousing sector with an 

index average of LQ is 1.24; water supply sector and sewage, waste and recycling treatments sector with an 

index average of  LQ is 1.20; and wholesale and retail trade, car and motorcycle repair and retail sectors with an 

index average of LQ is 1.02. 

Related to the shift of economic structure of East Lampung, there are six sectors that have a Cleaned shift 

value: Negative cleaned shift value is namely agriculture, forestry and fisheries; mining and quarrying; sectors 

of water supply sector, sewage, waste and recycling treatments sector; the construction sector, public 

administration sector, defense and compulsory social security and other service sectors; Positive cleaned shift 

value is namely the manufacturing sector; electricity and gas sectors; sectors of wholesale and retail trade, repair 

of cars and motorcycles and retail; transportation and warehousing sectors, accomodations and food and 

beverage sectors; information and financial sector; insurance and financial services sector; the real estate sector; 

service companies sector; educational services sector and health and social activities service sector. 

The quadrant I is the quadrant where the PP and PPW both be positive. It shows that the sectors in this 

region has a rapid growth (PP> 0) and has a better competitiveness when compared to other regions (PPW> 0). 

Based on the obtained results, the growth profile of economy sectors of East Lampung Regency do not have 

economic sectors which are in quadrant I. The quadrant II shows that the economy sectors of the region has a 

rapid growth (PP> 0), but it has unfavorable competitiveness compared to other regions (PPW <0). The sectors 

in the quadrant II are: the manufacturing sector; electricity, gas and water supply; building or construction 

sector; trade, hotels and restaurants sector; transport and communications sector; and services sector. The 

Quadrant III shows that the economy sectors in this region has a slow growth (PP <0) with unfavorable 

competitiveness compared to other regions (PPW <0) and negative value of PP and PPW. The sector which is 

included in the quadrant III is agriculture sector. The quadrant IV has different value where PP is negative and 

PPW is positive. The economy Sectors in this region have a slow growth (PP <0) with the fairly good 

competitiveness compared to other regions (PPW> 0). The sector which is included in this quadrant is the 

financial, leasing and business services sector. 

Related to the shift of economic structure of South Lampung, there are five sectors that have a negative 

cleaned shift value namely agriculture, forestry and fisheries sector; the manufacturing sector, water supply 

sector, sewage, waste and recycling treatments sector; public administration sector, defense and compulsory 

social security and other service sector.  While the sectors that have a positive cleaned shift value such as 

mining and quarrying, construction, electricity and gas sectors; wholesale and retail trade, repair of cars and 

motorcycles and retail sectors; transportation and warehousing sector,  accommodation and food and beverage 

sector; information and financial sector; insurance and financial services sector; financial services sector, real 

estate sector; companies service sector; educational sector services and health and social activities service 

sector. 

Based on the obtained results, the growth profile of the economy sectors of South Lampung regency includes 

as follows: the economic sector in the quadrant I is company and Education Services sector; the economic sector 

in the quadrant II is mining and quarrying sector, manufacturing sector, electricity and gas procurements sector, 

transportation and warehousing sector, accommodation and food and beverage provisions sector, information 

and communication sector, financial services and insurance sector, real estate sector, and health services and 

social activities sector; the economic sector in the quadrant III is public administration, defense and compulsory 

social security sector; the economic sector in the quadrant IV is agriculture, forestry and fisheries sector, water 

supply sector, sewage, waste and recycling treatments sector, construction sector, wholesale and retail trade 

sector, car and motorcycle repairs and other services sector. 
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Local economic development potential in both regencies as sample research is directed to superior 

commodity / product development. Based on the calculation, the results of superior commodity / product 

development in East Lampung is cassava (value vector s is 4.6458 and vector v is 0.1468), whereas superior 

commodity /product development in South Lampung is a processed product of coconut (value vector s is 4, 

8363 and vector v is 0.1452). Thus, the local economic development potential in both regencies prioritizes 

superior commodity / product development through industrial cluster approach in order to obtain high value and 

multiplier effect on the growth of other economic sectors. 

 

5. CONCLUSION AND SUGGESTION 

5.1 Conclusion 

Based on analysis of LQ which became the economy basic sector of East Lampung for period in 2010-2014 

consisted of three sectors such as: agriculture, forestry and fisheries sector (1.07), mining and quarrying sector 

(4.95) and electricity and gas procurement sector (1.37). For South Lampung there are six basis sectors such as: 

manufacturing industry sector (1.37), electricity and gas procurement sector (1.28), water supply sector, sewage, 

waste and recycling treatments sector (1.2), construction sector (1.26), wholesale and retail trade, car repair and 

motorcycle and retail sector (1.02) and transportation and warehousing sector (1.24). 

According to its typology, the economic sector in East Lampung which entered to first quadrant that is the 

processed industry. The sector which is in second quadrant such as: mining and quarrying, electricity and gas 

procurement, transportation and trade, accomodation, food and beverage provision, financial and insurance 

services, real estate, corporate and health services and social activities. The sector that is in third quadrant ie: 

government administration and other services. While sector which is in fourth quadrant ie: agriculture, forestry 

and fisheries sector, water supply, waste, sewage and recycling treatments sector, construction sector, wholesale 

and retail sector, car and motorcycle repair and retail sector. While in South Lampung, sectors that is in the first 

quadrant is the firms and Education Services sector. The sector which is in second quadrant is mining and 

quarrying sector, manufacturing sector, electricity and gas procurement, transportation and warehousing sector, 

accommodation and food and beverage provision sector, information and communication sector, financial and 

insurance services sector, real estate sector, and health services and social activities sector. The sector which is 

in the third quadrant is the government administration sector, and defense and compulsory social security sector. 

While the sector which is in fourth quadrant is agriculture sector, forestry and fisheries sector, water supply, 

sewage, waste and recycling treatment sector, construction sector, wholesale and retail trade sector, car and 

motorcycle repair and other services sector. 

Local economic development potential in both districts prioritize the development of superior commodity 

and product (cassava in East Lampung and processed products of coconut in South Lampung) through the 

industrial cluster approach in order to obtain high value and multiplier effect on growth of other economic 

sectors. 

 

5.2 Suggestion 

In local economy development of East Lampung, it is required an improvement of the more value in 

agriculture (cassava commodity) which is associated with an existed processing industry. Meanwhile, for South 

Lampung, it is requiredfunctional linkages between large enterprises with home industry, especially on 

processed products of coconut in the mutual synergy scheme. 
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