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Abstract

In decentralization system, understanding the characteristics of region’s economy becomes necessary for
productivity. In that regard, this descriptive study aims to describe the characteristics of the local economy
in Balinese regencies and to identify the potential sectors to be developed therein. Using such methodolo-
gies as Klassen Typology, Location Quotient, Growth-Ratio Model, and Overlay analysis from year 2010
to 2016. As a result, we have found significant gap amongst regencies, where Badung and Denpasar are
the most developed regencies, with high level both in growth rate and GDP per Capita. On the other hand,
Klungkung, Jembrana, Bangli, Karangasem, and Tabanan are the least developed. Furthermore, it was
found that most sectors in Bali are experiencing slow growth during the research period. By studying all
the regencies in Bali province, this study not only enrich the existing literature but also recommend poten-
tial sectors from each region to be developed in order to reduce the development gap between regencies.
Keywords: Economic Structures, Regional Economics, Economic Development

Abstrak

Dalam sistem desentralisasi, memahami karakteristik ekonomi suatu daerah menjadi penting untuk
meningkatkan produktivitas ekonomi. Sehubungan dengan itu, studi deskriptif ini bertujuan untuk mem-
berikan gambaran karakteristik ekonomi lokal di provinsi Bali serta mengidentifikasi sektor-sektor poten-
sial yang perlu dikembangkan. Penelitian ini menggunakan metode Tipologi Klassen, Location Quotient,
Model Growth-Ratio, dan analisis Overlay dari tahun 2010 hingga 2016. Hasil penelitian menunjukkan
adanya kesenjangan yang signifikan antar kabupaten di provinsi Bali. Kabupaten Badung dan Denpasar
menjadi kabupaten yang paling maju dilihat dari tingkat laju pertumbuhan dan PDB per kapita yang ting-
gi. Di sisi lain, kabupaten seperti Klungkung, Jembrana, Bangli, Karangasem, dan Tabanan menjadi ka-
bupaten yang mengalami tingkat pertumbuhan yang rendah. Selain itu, ditemukan bahwa sebagian besar
sektor ekonomi di provinsi Bali mengalami perlambatan pertumbuhan selama periode penelitian. Studi ini
menambah kekayaan literatur yang sudah ada dengan memasukkan seluruh kabupaten yang berada di
provinsi Bali sebagai objek penelitian dan memberikan rekomendasi mengenai sektor-sektor ekonomi yang
berpotensi untuk dikembangkan .

Kata Kunci: Struktur Ekonomi, Ekonomi Regional, Pembangunan Ekonomi

1. Introduction

Economic growth is essential for several rea-
sons. First, it is acquired by utilizing various re-
sources, from labor to natural resources, in an effi-
cient and effective manner aimed at increasing the
production capacity of the region. Second, it focus-
es on the quantitative side of any economic activi-
ties (Haller, 2012), which allows GDP to play an
important role in the economic world with its capa-
bility to put everything into numbers and figures
(Széll, 2011). Third, the rate of economic growth is
one of the tools to measure a country’s wealth and

standard of living. Nevertheless, the rate depends
on the development of economic sectors that pro-
duce goods and services in a given regional area.
Therefore, it becomes necessary to understand
which economic sectors must be developed as key
drivers for growth (Emilia, Syaifuddin, & Nurja-
nah, 2012).

Based on Article 18 in Chapter VI of The Con-
stitution of The Republic of Indonesia, local gov-
ernments in Indonesia have been granted an auton-
omy power to regulate and manage their own af-
fairs. This implies that they have access to allocate
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Table 1. Economic growth of Indonesia and Bali

Year
Region 2010 2011 2012 2013 2014 2015 2016 2017 2018
Indonesia 622 6.17 603 556 501 488 503 507 5.17
Bali 583 6.66 696 6.69 6.73 603 632 559 6.35

Source: Indonesian Statistics (2019)

resources in the region. However, the use of these
resources needs to be conducted in an accountable
manner in consultation with the central government
(The Constitution of The Republic of Indonesia, p.
13-15, 1945). Consequently, development of a spe-
cific region does not only concern its regional lead-
er and local society (Yao & Zhang, 2015), but also
with the country’s overall development. In other
words, regional autonomy may foster economic
growth and development in and within districts
(Panjiputri, 2013).

As national development consists of contribu-
tions from many districts, an understanding of re-
gional characteristics becomes important to assess
the performance of any given region. One way to
measure it is by looking at the Growth Regional
Domestic Product (GRDP) and the economic sec-
tors in the respective region (Subanti & Hakim,
2009).

During the period of 2010-2018, Bali showed a
promising economic growth with the 6.45 percent
average. It was higher than that of Indonesia’s
overall economic growth, which accounted for
merely 5.46 percent. This indicates that Bali’s
economy performed better than the national econo-
my in the past 8 years.

The main contributing sectors to Bali province’s
GRDP have been industry, food and accommoda-
tion, which constituted 23.34 percent of the overall
GRDP (Indonesia Statistics Bureau, 2019). The av-
erage y-o-y growth rate of Bali’s GRDP by indus-
try in the same period was dominated by food and
accommodation (7.03%); information and commu-
nication (7.87 percent); education services (8.57
percent); health and social services (8.62 percent);
and other businesses (7.04 percent). These data
show that Bali’s economy depended heavily on
tourism (Cole, 2012; Antara & Sumarniasih, 2017).

Therefore, based on the explanation above, this
study is conducted to deepen the understanding of
the economy in Bali region. Our research aims to
describe the characteristics of the economic struc-
ture in the Bali region and identify potential sectors
as the key drivers for growth in each district. The
organization is as follows: following the introduc-
tory section is a literature review. Section 3 pre-
sents methodology and data. Section 4 shows the
empirical findings of our analyses. Finally, sections
5 and 6 present discussions and conclusions respec-
tively

2. Literature Review

According to Arsyad (Arsyad, 1999), regional
economic development is a process in which the
region’s leaders work together along with the citi-
zens to manage the current local resources. To il-
lustrate, this work could be done by creating an ex-
tensive partnership between a regional government
and the private sector, aiming to cultivate economic
sectors, generate new jobs, and stimulate growth.
For those purposes, the government would exercise
its work through several roles: firstly, as a business
stakeholder by which the regional authority can
explore the potential sectors and resources for the
economic or business purposes; secondly, as a
mandatory facilitator and stimulator, by which it
can improve the development process by accom-
modating a number of society’s interests. In addi-
tion to that, as a stimulator, the authority can en-
courage and stimulate the process for creating new
economic opportunities (Arsyad, 1999); thirdly, as
a coordinator of the policies implementation within
the region, the authority can monitor public issues
(e.g. unemployment, job opportunities, etc.) and
ensure success. Moreover, as some studies have
underlined, a country’s economic growth success
depends on its efforts in managing resources--
especially in arranging, constructing, and assessing
economic activities in certain districts with an effi-
cient and effective manner. The efforts become all
the more important due to regional differences in
terms of economic resources and characteristics
(Muhardi & Hadi, 2007). Furthermore, according
to Kuznets (Kuznets, 1973), economic growth
within a country may be described as its capability
to produce an extensive amount of goods to the
population using progressive technology and insti-
tutions that support the production activities.

Since economic growth consists of contribution
from various economic sectors, any structural
change that occurs in a sector can alter its respec-
tive contribution. Changes in economic structure
can be indicated by major shifts in economic activi-
ties, namely from agriculture to non-agriculture
sectors, followed by technological development. It
has been argued that transformation in an economic
structure starts to happen when contribution from
the manufacturing sector is higher than that from
the agricultural. The transformation is followed by
significant changes in industrial formation within
the economy (Todaro & Smith, 2011) and will im-
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pact several aspects such on as export-import activ-
ities and utility of production factors (Kesuma &
Utama, 2015).

An understanding of the economic structure
would benefit governments not only in their policy
implementation (Herath, Gebremedhin & Maumbe,
2011), but also in the identification of prominently
economic sectors potential to be developed
(Riantika & Utama, 2017). For this reason, it is im-
perative that districts be developed on the basis of
their potentials and the availability of economic
resources (Muhardi & Hadi, 2007)

Bali, as well as a few districts in Indonesia, has
a peculiar economic characteristic that is based on
tourism activities (Antara & Sumarniasih, 2017).
This makes Bali has a unique source of growth
compared to other provinces in Indonesia. Quite a
few scholars have conducted empirical research of
Bali’s regional economic growth. They mainly fo-
cused on economic expansion and diversification
(such as: Erawati, 2012; Kesuma and Utama, 2015;
Antara et al, 2017; Riantika and Utama, 2017; Susi-
la, 2017; Andriyani and Utama, 2017; Mardiana et

al., 2017; Darmajaya et al, 2018). Moreover, their
studies focused on a single district for each study.
As summarized from the literature review on Table
2.1, most researchers used Location Quotient (LQ),
Klassen Typology and Shift Share analyses in their
methodology. Their findings underlined that most
of Bali’s regencies still concerned traditional sec-
tors (i.e. agriculture, mining, and manufacturing).
Badung and Gianyar regencies were exceptions in
that they already started transitioning into higher
and more modern economic development. This was
truly the case since Badung, Gianyar and Denpasar
economically dependent on tourism and services
(Antara & Sumarniasih, 2017).

Our study aims to improve and expand the pre-
vious literature by extending the area of analysis to
include all of the nine regencies in Bali and by des-
ignating a longer time range of studies compared to
those of the previous literature. The findings from
this study can benefit the local governments in for-
mulating bottom-up regional development policies
and will enrich the existing literature reviews on
regional economic development for Bali Province.

Table 2. A Summary: Empirical studies on regional economies in Bali

Author Location Method

Findings

Kesuma and
Utama (2015)

Klungkung Dis-
trict (2008-2012)

LQ, Shift Share

Shifting economic structure from agriculture sector
to service sector

Antara et al.
(2017)

Badung District

(2011-2016) Shift Share

LQ, Dynamic LQ, and

Basis sectors: Water supply, Sewerage, Waste
Management and Recycling; Construction; Trans-
portation and Warehousing; Provision of Accom-
modation and Drinking; Information and Commu-
nication

LQ, Dynamic

Riantika and  Gianyar District

Leading sectors: Accommodation and Food Ser-
vice Activities; Real Estate Activities; Human

Utama (2017) (2011-2015) LQ, the Growth Rate Health and Social Work Activities
Model, Overlay
o . Basis sectors: Agriculture, Manufacturing, Busi-
Susila (2017) Buleleng District Klassen Typologi, LQ, ness Activities

(2010-2013)

and Schallogram

Klassen Typology Type I: Agriculture

Bangli (2011- Basis sector: Agriculture
Darmajaya et 2015) LQ, Dynamic LQ, Shift The economic structure of Bangli District tends to
al (2018) Share be transformed towards secondary and tertiary
economies
Andriyani . Klassen Typology Type I: Sub-district of Manggis
and Utama Karangasem Dis-  Klassen Typology , LQ , and Karangasem . B
(2015) trict (2008-2012) and Gravity Model Basis sectors: Agriculture, Manufacturing, Mining

and Quarrying

Mardiana et Tabanan District

Shift Share, LQ, the

Structural economic shifting from agricultural to
non-agricultural

Dominant economic sectors: Agriculture; Mining
and Quarrying; Construction; Information and

al (2017) (2010-2015) Gé?:g;f%te 1(\)/{gdel, Communication; Real Estate Activities; Public
ypology Administration and Defence; Compulsory Social
Security; Human Health and Social Work Activi-
ties
Erawati Klungkung Dis- I%?Zﬁlh:rgf t?éoﬁ}g(i}?’ Dominant economic sectors being construction
(2012) trict (2008-2010) ’ and services

Overlay
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Table 3. Categories of Klassen Typology

GDP Regional per Capita/

Growth Rate Ydi> Yni Ydi < Yni
rdi> rni Group 1 ' Gr(')up 2 '
Developed Region Developing Region
Group 3 Group 4
rdi < rni Developed Region, with slow
growth Underdeveloped Region

Source: Kuncoro, 2004, p. 118
Whereby:

Ydi = Regional GDP per capita in ‘i’ district

Yni = Regional GDP in the province (Bali)
rdi = Growth Rate in ‘1’ district
rni = Growth Rate in the province (Bali)

3. Research Methodology
Methodology

We use four analytical techniques, namely Klas-

sen Typology, Location-Quotient (LQ), Growth
Ratio Model (GRM), and Overlay, each of which is
described as follows:

Klassen Typology

Klassen Typology analysis is often used to un-
derstand the economic development condition of
a region. In this approach, the region in question
is analyzed based on two main indicators: its
regional economy per capita and economic
growth rate (Kuncoro, 2004).

Location Quotient Analysis (LQ)

In general, the study of regional economics at-
tempts to identify and evaluate the economic
activities within a region. It is important to
identify the primary or basic economic sectors
due to its capacity to undertake export activities
and promote the region's economic growth
(Soepono, 2001; Sutawijaya & Zulfahmi, 2013).
LQ analysis identifies a region’s export capacity
and its self-sufficiency level (Arsyad, 1999).
The region’s economic activities are then classi-
fied into two clusters. The first cluster is Basic
Industries, in which industries are managed to
fulfill and serve the market demand within and
outside the region. The second cluster is Non-
Basic Industries, for those industries that only
have capacity to serve the market demand with-
in the regional market. LQ analysis assumes
that when basic industries manage to sell their
products in the bigger market, they will gener-
ate higher income to the economic area. As a
result, this creates positive spillover effect by
increasing demand towards non-basic industries
that lead to better investment within both types
of industries accordingly. For this reason, it is

important to identify and develop basic indus-
tries in any given region. The LQ calculation
formula is presented as follows (Arsyad, 1999):

_ vi/ve vi/V;
= Vi/Ve ve/Ve

Whereby:

Vi~ Growth Regional Domestic Product

(GRDP) from ‘i’ sector at the district

VL — Total of GRDP in‘t’ district

Vi _ GRDP of Province from ‘i’ sector

Vt _ GRDP of Province (Bali)

When the values of LQ is greater than one (LQ
> 1), economic sectors are thus categorized as
basic industries. However, when the value of
LQ is lower than one (LQ < 1), the sectors in-
volved are categorized as non-basic industries.
By so doing, contributions of the regional eco-
nomic sector to the national economy from the
same sector can be measured.

Growth-Ratio Model

The Growth-Ratio Model produces two concepts
of calculation. The first one is RPr, which com-
pares the growth of i-th economic sector to the
Gross Regional Domestic Product (GRDP). The
second concept is RPs, which compares the
growth of i-th economic sectors in a specific dis-
trict to the growth of i-th economic sector in a
region—in this case, Bali Province. By so doing
we are able to classify each economic sector ac-
cording to its dominance. The formula to calcu-
late GRM is presented as follows:

RPr _ (APR/FR:)/(APR/PR )
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RPs _ (AP;j/P;j))/(APR/PR )
Whereby:

ARR - = an incremental change of the province’s

GRDP in ‘i’ commodity

R = the production value (GRDP) of com-
modity ‘i’ at initial time of research.

APR = an incremental change of Province’s
GRDP

PRo = Province’s GDRP at initial time of re-
search

4% = an incremental change in GRDP of re-
gion ‘j’ on ‘1’ commodity

Py — GRDP in i’ commodity at region ‘j’ at
the initial time of research

ARR = an incremental change of Province’s
GRDP in commodity

PiRp

= production value (GRDP) of commodi-
ty ‘1’ at initial time of research

If the value of RPr > 1 (RPr < 1), the growth
of i-th sector in the corresponding district is
higher (lower) than the Bali’s Province GDP
(GRDP). On the other hand, if the value of RPs
> 1 (RPs < 1), then the growth of i-th sector in
the corresponding district is higher (lower) than
Bali Province’s GDP (GRDP) for i-th sector.
The results of both RPr and RPs can be classi-
fied into 4 categories (Yusuf, 1999):

e Category 1: RPr (+) and RPs (+). It reveals that
the i-th sector has a dominance both in the cor-
responding district and Bali’s economic activi-
ties.

e Category 2: RPr (+) and RPs (-). It reveals that
the i-th sector has a dominance only in Bali’s
economic activities.

e Category 3: RPr (-) and RPs (+). It reveals that
the i-th sector has a dominance only in the cor-
responding district’s economic activities.

o Category 4: RPr (-) and RPs (-). It reveals that
the i-th sector neither has a dominance in the
district nor in Bali’s economic activities.

Overlay Analysis

An Overlay Analysis is conducted to describe
the economic potency based on the growth of i-th
sector in the corresponding district and its contribu-
tion to Bali’s overall economy. For economic con-
tribution analysis, we use the average value of LQ
within 2010-2016 period, while for growth analysis
we use the average value of RPs from MRP analy-
sis between 2010 and 2016 period. Moreover, this
analysis may yield 4 possible groups of outcome
(Yusuf, 1999):

e Group 1: the i-th sector in the corresponding
district has a high growth and contribution to
Bali Province’s overall economy

e Group 2: the i-th sector in the corresponding
district has a high growth but less contribution
to Bali Province’s overall economy

e Group 3: the i-th sector in the corresponding
district has a low growth despite a high contri-
bution to Bali Province’s overall economy

e Group 4: the i-th sector in the corresponding
district has both low growth and contribution
to Bali Province’s overall economy

Data sources

In this study, two main variables are used,
namely the GRDP based on economic sectors for
all of 9 districts in Bali and the GRDP based on
economic sectors in Bali Province with time range
between 2010 and 2016.

4. Result
Klassen Typology

In accordance with the results of analysis using
Klassen Typology, two districts enjoy high eco-
nomic development: Badung and Denpasar. These
districts have high and positive economic growth
rate per capita. Gianyar and Buleleng districts also
have a decent economic growth rate respectively
despite showing a lower per capita level. Moreo-
ver, the rest of the districts, which include Tabanan,
Jembrana, Klungkung, Bangli, and Karangasem,
are categorized as underdeveloped due to the low
level of GDP per capita and growth rate.

Table 4. Summary: Klassen Typology Analysis in Bali (2010-2016)

GDP Regional per . . . .
Capita/Growth Rate Ydi> Yni Ydi < Yni
Group 1 Group 2
. . Badung, .
rdi > rni Denpasar Gianyar, Buleleng
Group 3 Group 4
rdi < rni Tabanan, Jembrana, Klungkung,

Bangli, Karangasem

Source: Authors’ own calculation (2019)
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Table 5. A Summary: Location Quotient Analysis in Bali (2010-2016)

Economic Sector

Region

Badung

Denpasar  Gianyar Buleleng

Agriculture, Livestock, Forestry and Fishery

Mining and Quarrying

v v

Manufacturing Industry

Electricity and Gas

Water Supply, Waste and Recycling Management

Construction

Trade, Retail, and Reparation

Transport and Warehousing

Food and Accomodation

Information and Communication

<=L | <] < (<]

Finance and Insurance Services

Real Estate

Business Services

2 | <] 2 (<2

Government Administration and Defence

Education Services

Health and Social Services

< |2 e P P P P L |2 |2 |2 (<2

Other Businesses

< | < (<2 < |2

2|2

Location Quotient

Based on the Location Quotient analysis, we
have identified several promising sectors to be de-

veloped in each district:

e Badung: water supply, waste and recycling
management; construction; transportation and
warehousing; food and accomodation; infor-

mation and communication.

e Denpasar: manufacturing industry; electricity
and gas; water supply, waste and recycling

management; construction; trade, retail, and
reparation; food and accomodation; infor-
mation and communication; finance and insur-
ance services; real estate; business services;
education services; health and social services.
Gianyar: mining and quarrying; manufacturing
industry; construction; food and accomodation;
information and communication; real estate;
business services; health and social services;
other businesses.

Table 6. A Summary: Location Quotient Analysis in Bali (2010-2016)

Economic Sector

Region

Klungkung Jembrana Bangli Karangasem Tabanan

Agriculture, Livestock, Forestry and Fishery

\/

v v ¢ ¢

Mining and Quarrying

v v v

Manufacturing Industry

\/

Electricity and Gas

Water Supply, Wasteand Recycling Management

\/
\/
\/

Construction

Trade, Retail, and Reparation

Transport and Warehousing

Food and Accomodation

Information and Communication

Finance and Insurance Services

Real Estate

< < 2 | <L | <
<

Business Services

Government Administration and Defence

Education Services

Health and Social Services

Other Businesses

< (<

<
<
< <] [ || |=<
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o Buleleng: agriculture, livestock, forestry and
fishery; mining and quarrying; trade, retail,
and reparation; finance and insurance services;
real estate; government administration and de-
fence; education services; other businesses.

Furthermore, despite the deficiency in the eco-
nomic progress, several economic sectors in Bali’s
least developed districts can be developed and en-
hanced, as indicated below:

o Klungkung: agriculture, livestock, forestry and
fishery; mining and quarrying; manufacturing
industry; water supply, waste and recycling
management; information and communication;
health and social services; other businesses.

e Jembrana: agriculture, livestock, forestry and
fishery; construction; trade, retail, and repara-
tion; transport and warehousing; information
and communication; information and commu-
nication; real estate.

e Bangli: agriculture, livestock, forestry and
fishery; mining and quarrying; manufacturing
industry; trade, retail, and reparation; govern-
ment administration and defence; other busi-
nesses.

o Karangasem: agriculture, livestock, forestry
and fishery; mining and quarrying; transport
and warehousing; finance and insurance ser-
vices; government administration and defence;
other businesses.

e Tabanan: agriculture, livestock, forestry and
fishery; mining and quarrying; construction;
information and communication; real estate;
government administration and defence; health
and social services; other businesses.

Growth Ratio Model

We have sorted the results of MRP analysis into
4 categories in Table 7. Overall, the most domi-
nance sectors in category 1 are: electricity and gas;
construction; trade, retail, and reparation; infor-
mation and communication; finance and insurance
services; food accommodation; government admin-
istration and defence; education services; health
and social services; and other businesses. These 10
sectors have dominance in each district and
throughout the province. Still, 4 sectors are cluster-
able into category 4; they are: agriculture, live-
stock, forestry and fishery; mining and quarrying;
water supply, waste and recycling management;
and business services.

Overlay Analysis

In general, the results from Table 8 show that
construction, information and communication, and
other businesses do show high growth and contrib-
ute significantly to the economy of Bali. On the
contrary, sectors with low growth and low contri-
bution to Bali’s economy are business services, wa-
ter supply, as well as waste and recycling manage-

Table 7. A Summary: Growth Ratio Model Analysis in Bali (2010-2016)

Economic Sectors Category

1 2 3 4
Agriculture, Livestock, Forestry and Fishery - - - All of region
Mining and Quarrying - - - All of region
Manufacturing Industry - - E,I A,B,C,D.E.F,.G.H
Electricity and Gas A,B,C,D.E,F,G,H I - -
Water Supply, Waste and Recycling Manage-
ment - - - All of region
Construction All of region - - -
Trade, Retail, and Reparation All of region - - -
Transport and Warehousing E.,F.G.H A,B,C,D.I - -
Food and Accomodation A,.C.D.E,F.G.H,1 B - -
Information and Communication All of region - - -
Finance and Insurance Services All of region - - -
Real Estate - - B,F,G,H A,C.D.EI
Business Service - - - All of region
Government Administration and Defence All of region - - -
Education Services All of region - - -
Health and Social Services All of region - - -

Other Businesses

A,C,D,E,F,G,H,I B - -

Source: Author's own calculation (2019). Note: Badung (A), Denpasar (B), Gianyar (C), Buleleng (D),
Klungkung (E), Jembrana (F), Bangli (G), Karangasem (H), Tabanan (I).
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Table 8. A Summary: Overlay Analysis of Bali, 2010-2016 (1)

Economic Sectors Group 1 Group 2 Group 3 Group 4
Agriculture, Livestock, Forestry and Fishery - D,E.F,G,H,I - AB,C
Mining and Quarrying - C,D.E,G,H,I - AF,B
Manufacturing Industry B.C.G 1 A,D.F.H
Electricity and Gas - A,C,D.E,F,G,H |
Water Supply, Waste and Recycling Manage- i AB.E i C.D.F.GHI
ment
Construction A,B,C,F.I - D.E,G,H -
Trade, Retail, and Reparation B.D,F.G - A,C,E.H,I -
Transport and Warehousing F.H A E.G B,C,D,I
Food and Accomodation AC B D,E,F,G,H,I -
Information and Communication A,C,E,F.I - B.D,G,H -
Finance and Insurance Services B.D,H - A,C,E,F.G,I -
Real Estate B.F C,D,I G,H AE
Business Service - B.C - A,D.E.F,G,H,I
Government Administration and Defence D,G,H,I - AB,C,E,F -
Education Services B.D - A,C,E,F.G,HI -
Health and Social Services B.E,I - A,D,F.G,H C
Other Business D.E,G,H.I - AF B.C

Source: Author's own calculation (2019). Note: Badung (A), Denpasar (B), Gianyar (C), Buleleng (D),
Klungkung (E), Jembrana (F), Bangli (G), Karangasem (H), Tabanan (I).

ment. In the district level, Denpasar has the highest
number of highly growing sectors and high eco-
nomic contribution to Bali province’s overall econ-
omy. On the other hand, 10 out of 17 sectors in
Bangli have low growth despite their high contribu-
tion to Bali’s overall economy.

Discussion

The results shown in the previous section indi-
cate that there is a significant disparity in the devel-
opment among regencies. As shown by Klassen
typology only two districts have high development
growth and income per capita (Badung &

Table 9. A Summary: Overlay Analysis of Bali, 2010-2016 (2)

Number of Sectors

District Total Sectors per Region
Category 1 Category 2 Category 3 Category 4

Badung 3 2 7 5 17
Denpasar 7 4 2 4 17
Gianyar 3 4 5 5 17
Buleleng 5 3 5 4 17
Klungkung 4 3 8 2 17
Jembrana 5 1 7 4 17
Bangli 3 3 9 2 17
Karangasem 4 2 8 3 17
Tabanan 5 3 5 4 17
Total Sector per 39 25 56 33

Category

Source: Author's own calculation (2019)
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Denpasar), whereas five out of nine are grouped
into least developed regencies (Klungkung, Jem-
brana, Bangli, Karangasem, Tabanan). In other
words, the majority of regencies in Bali are under-
developed. Changes that have occurred in
Klungkung district are most interesting. As previ-
ous research (Erawati & Yasa, 2012) found, the
district belonged to the third group whereby the
district had slower economic growth but high per
capita income. However, using the same methodol-
ogy with different series of time we have found that
Klungkung district has classified into the fourth
group (the least developed) with low levels of both
per capita and economic growth. It may indicate
that several challenges have hindered economic
activities in Klungkung district.

Meanwhile, based on Location Quotient we
have found that most of the least developed regen-
cies have agriculture and mining as their potential
economic sectors to be developed. It may tell us
that the least development districts still count on
farming and extractive industries. On the other
hand, the developed regencies (Badung and
Denpasar) count more on food and accommoda-
tion, construction, information, and communication
as their dominant sectors to be yet further devel-
oped.

Using the Growth-Ratio Model we have found
that all the regencies in Bali province have no dif-
ference in terms of their dominant sectors to be de-
veloped. The sectors with decent growth range
from: construction, trade, retail and reparation; in-
formation and communication; finance and insur-
ance services; education services; government and
defense; to healthcare and social services. Howev-
er, all the regencies in Bali are experiencing lower
growth in agriculture, mining and business ser-
vices.

Overall, based on overlay analysis, we have
found that most of the economic sectors (56 sectors
in total) across the entire regencies in Bali are clas-
sified under the third group. It means that these sec-
tors show low growth despite their decent contribu-
tion to Bali province’s economy. Moreover, it indi-
cates that Bali province’s overall economy were
slowing down during the research period (Bank
Indonesia, 2016). On the other hand, Denpasar has
stood as the region with the highest number of po-
tential economic sectors to be developed.

5. Conclusions & Recommendation

This study aims to describe the characteristic of
regional economy in Bali regencies by using Klas-
sen Typology and identify the potential sectors to
be developed from each district by using Overlay
Analysis. The findings from Klassen Typology
analysis confirm that two regencies (namely
Badung and Denpasar) have high development
growth and income per capita. On the other hand,

five out of nine regencies (Klungkung, Jembrana,

Bangli, Karangasem, Tabanan) are categorized as

the least developed. Our Overlay Analysis has

identified that the potency of economic sectors to
be developed further for each district in Bali is as
follows:

Badung: construction; food and accommodation;
communication and information
Denpasar: Electricity and gas; construction; trade,
retail and reparation; finance and insur-
ance service; real estate; education ser-

vices; health and social services.

Gianyar: construction; food and accommodation;
communication and information
Buleleng: trade, retail, and reparation; financial and
insurance services; government admin-
istration and defense; education services;

other businesses

Klungkung: manufacturing industry; information
and communication; health and social
services; other businesses

Jembrana: Construction; trade, retail, and repara-
tion; transport and warehousing; infor-
mation and communication; real estate.

Bangli: Trade, retail, and reparation; government
administration and defense; other busi-
nesses.

Karangasem: transport and warehousing; finance
and insurance services; government ad-
ministration and defense; other business-
es.

Tabanan: Construction; information and communi-
cation; government administration and
defense; health and social services; other
businesses.

In terms of regional development, the study
shows that the province of Bali has significant gaps
between one region to another. This unequal devel-
opment may hinder the regional economic perfor-
mance in the future. Therefore, it would be benefi-
cial for the government of Bali to decrease the gap
by developing the other regions, especially the least
developed one. The government could start with
developing the appointed sectors that found from
this study. It is necessary to increase the sector's
productivity by implementing technology and im-
proving human capital quality. Training and skills
provisions that compatible with technology adop-
tion are important to enhance the region’s econom-
ic productivity.

However, this descriptive study does not explain
the underlying reason for each region’s economic
growth performance. In addition to that, it would be
necessary to use longer time range than the time
span used at this study. With longer period, it will
reduce the possibility to have negative economic
growth rate during the analysis in Growth Rate
Model (Yusuf, 1999).
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Appendix
Region Badung Denpasar Gianyar
LQ MRP LQ MRP LQ MRP
Economic Sectors Val- Val- Val- Val- Val- Val- .
Sign Sign Sign Sign Sign Sign
ue ue ue ue ue ue

Agriculture, Fishing, Forestry 0.51 - 0.48 - 0.49 - 0.32 - 0.89 - 0.39 -
Mining and Quarrying 0.31 - 0.75 - 0.05 - -2.03 - 1.53 + 0.66 -
Manufacturing 0.69 - 0.86 - 1.08 + 0.67 - 1.86 + 0.88 -
Public Utilities (Electricity and 098 ) 114 . 219 + 116 n 050 ) 1.43 +
Gas) . . . . . .

Water Provision, Waste and Recy- 135
cling services )

Construction 1.04 + 1.10 + 1.02 + 1.16 + 1.24 + 1.12 +
Wholesale and retail trade; Vehi-

+ 0.59 - 1.40 + 0.60 - 0.71 - 0.54 -

s . 0.86 - 1.02 + 1.08 + 1.06 + 0.88 - 1.12 +
cle’s reparation
Transportation and Storage 2.49 + 0.85 - 0.43 - 0.96 - 0.14 - 0.90 -
fg"ecsom"daﬁ"“’ FoodandBever- 533 4 00+ 121+ 095 - 105 + 114  +
Information and Communication 1.18 + 1.21 + 0.81 - 1.20 + 1.14 + 1.27 +
Finance and Insurance 0.70 - 1.35 + 1.50 + 1.29 + 0.97 - 1.26 +
Real Estate 0.84 - 0.98 - 1.02 + 1.02 + 1.08 + 091 -
Business Services 0.74 - 0.83 - 1.78 + 0.88 - 1.07 + 0.96 -
Government _adminis?ration, Secu- 068 ) 1,30 . 0.95 ) 1.26 n 0.99 ) 133 +
rity, and Social security
Education services 0.69 - 1.29 + 2.18 + 1.29 + 0.46 - 1.37
Health and other social services 0.65 - 1.49 + 1.05 + 1.54 + 1.50 + 1.52 +
Other services 0.53 - 1.00 + 0.98 - 0.92 - 1.14 + 1.01

Region Buleleng Klungkung Jembrana
LQ MRP LQ MRP LQ MRP
Economic Sectors
Val- . . Val- . Val- . . Val- .
ue Sign Value Sign ue Sign ue Sign  Value Sign ue Sign

Agriculture, Fishing, Forestry 1.46 + 0.52 - 1.55 + 0.43 - 1.38 + 0.41 -
Mining and Quarrying 1.09 + 0.86 - 3.82 + 0.46 - 0.82 - 0.91 -
Manufacturing 0.87 - 0.93 - 1.35 + 1.03 + 0.75 - 0.93 -
Public Utilities (Electricity and 0.63 ) 1.23 . 0.53 ) 1.01 + 0.63 ) 101 +
Gas) . . . . . .
Water Provision, Waste and Recy- 071 ) 0.59 ) 1.08 i 0.54 ) 0.48 ) 0.48 )

cling services
Construction 0.91 - 1.20 + 0.92 - 1.52 + 1.04 + 1.27 +
Wholesale and retail trade; Vehi-

X . 1.32 + 1.04 + 0.91 - 1.09 + 1.17 + 1.05 +
cle’s reparation
Transportation and Storage 0.18 - 0.86 - 0.39 - 1.08 + 2.05 + 1.30 +
;f;;"mmwaﬁom FoodandBever- o4 114 + 052 - 125 + 066 - 113+
Information and Communication 0.97 - 1.36 + 1.61 + 1.22 + 1.01 + 1.21 +
Finance and Insurance 1.04 + 1.29 + 0.92 - 1.51 + 0.75 - 1.39 +
Real Estate 1.13 + 0.83 - 0.57 - 0.98 - 1.18 + 1.02 +
Business Services 0.61 - 0.92 - 0.94 - 0.81 - 0.70 - 0.88 -
Government administration, Secu- o3 130+ 099 - 145 + 051 - 135 +
rity, and Social security
Education services 1.34 + 1.55 + 0.45 - 1.56 + 0.40 - 1.50 +
Health and other social services 0.97 - 1.52 + 1.92 + 1.65 + 0.94 - 1.59 +
Other services 1.13 + 1.06 + 1.40 + 1.02 + 0.88 - 1.01 +
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Region Bangli Karangasem Tabanan
LQ MRP LQ MRP LQ MRP
Economic Sector Val- . Val- . Val- . Val- . Val- . Val- .
Sign Sign Sign Sign Sign Sign
ue ue ue ue ue ue
Agriculture, Fishing, Forestry 1.74 + 0.56 - 1.81 + 0.41 - 1.50 + 0.49
Mining and Quarrying 1.99 + 0.80 - 3.24 + 0.91 - 1.07 + 0.80
Manufacturing 1.46 + 0.99 - 0.62 - 0.93 - 0.87 - 1.02
Public Utilities (Electricity and 0.15 ) 1.41 n 0.43 ) 1.01 i 051 ) 0.82

Gas)

Water Provision, Waste and Recy-

: . 0.29 - 0.68 - 0.67 - 0.48 - 0.83 - 0.53
cling services

Construction 0.80 - 1.37 + 0.63 - 1.27 + 1.05 + 1.28

Wholesale and retail trade; Vehi-

" . 1.13 + 1.15 + 0.62 - 1.05 + 0.97 - 1.20
cle’s reparation
Transportation and Storage 0.17 - 1.06 + 1.98 + 1.30 + 0.23 - 0.89
ﬁ;e"som"daﬁ"“’ FoodandBever- 59 197 4+ 045 - 113 + 094 - 103
Information and Communication 0.75 - 1.34 + 0.59 - 1.21 + 1.01 + 1.37
Finance and Insurance 0.61 - 1.50 + 1.04 + 1.39 + 0.86 - 1.32
Real Estate 0.72 - 1.02 + 0.97 - 1.02 + 1.22 + 0.94
Business Services 0.51 - 0.97 - 0.69 - 0.88 - 0.91 - 0.93

Government administration, Secu-

; ) : 2.13 + 1.28 + 1.53 + 1.35 + 1.39 + 1.39
rity, and Social security

Education services 0.45 - 1.54 + 0.46 - 1.50 + 0.34 - 1.56
Health and other social services 0.66 - 1.52 + 0.86 - 1.59 + 1.06 + 1.66
Other services 1.80 + 1.14 + 1.33 + 1.01 + 1.06 + 1.10
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