Frontiers in Business and Economics 1 (1) April 2022, pp.35-42.

Content lists available at SRN Intellectual Resources

Frontiers in Business and Economics

Journal homepage: https://journal.srnintellectual.com/index.php/finbe m—r

Article

Analyzing the Regional Leading Sectors with Location Quotient
and Its Effect on Economic Growth in Aceh Jaya, Indonesia

Yayuk Eko Wahyuningsih 3, Leli Putri Ansari 3, Yasrizal *, Sri Rosmiati Sani 2, T. Zulham b and
Jumadil Saputra ¢

a Department of Economic Development, Faculty of Economics, Universitas Teuku Umar, Meulaboh, Indonesia;
yayuk@utu.ac.id (Y.E.W), leliputriansari@utu.ac.id (L.P.A), sri.rosmiati@utu.ac.id (S.R.S)

b Department of Economic Development, Faculty of Economic, University of Syiah Kuala, Banda Aceh , Indonesia;
teukuzulham@unsyiah.ac.id (T.2)

¢ Department of Economics, Faculty of Business, Economics and Social Development, Universiti Malaysia
Terengganu, Malaysia; jumadil.saputra@umt.edu.my (J.S)

* Correspondence: yasrizal@utu.ac.id (Y.Y)

Citations: Wahyuningsih, Y.E., Ansari, L.P., Yasrizal, Y., Sani, S.R., Zulham, T. & Saputra, J. (2022). Analyzing the Regional
Leading Sectors with Location Quotient and Its Effect on Economic Growth in Aceh Jaya, Indonesia. Frontiers in Business and
Economics, 1(1), 35-42.

Academic Editor: A. Sakir.

Received: 18 January 2022 Accepted: 2 April 2022 Published: 30 April 2022

Abstract: Unlike the North-East of Aceh region was previously an industrial zone and shifted to the service sector and
agriculture. The central-southeast area remains in the plantation zone. Then in 2002, this region split into 4 districts
namely Nagan Raya, Aceh Jaya, Simeulue and West Aceh districts. This study aims to analyze the potential of the
regional superior sector in West Aceh Regency and its expansion area using Location Quotient analysis, or abbreviated
as LQ, towards a sustainable economy in the new normal era. The data used is secondary data sourced from the central
statistical agency of each district and province of Aceh. The gross regional domestic product data for the period 2010-
2020 is 17 sectors. The results showed that the highest LQ value in Simeulue district was 2.18 for the government
administration sector, then 1.51 for the agriculture, forestry and fishery sectors. For information, this district excels in
lobster cultivation. Next is Nagan Raya district with an LQ of 2.88 in the mining/excavation sector and 1.52 in the
agriculture/plantation sector. This value is obtained because this district excels in mining C and oil palm plantations.
Then Aceh Jaya with an LQ of 1.81 in the construction sector and 1.55 in the transportation sector because this area is
superior in terms of tourism. Finally, Aceh Barat district with an LQ value of 1.59 for the financial/information services
sector. Meanwhile, in the agriculture/forestry sector it was 1.17 because this district excels in financial services and is
the largest city on the south west coast of Aceh. The leading sectors above must still be managed properly, especially
local potentials while still paying attention to a sustainable environmental economy. This is not an exaggeration
considering that in this new normal era, the economy must continue to rise even during the COVID-19 pandemic while
still adhering to health protocols.
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1. Introduction

Economic development is a process that seeks to increase income, both total income and per capita income,
accompanied by an increase in the population and the income distribution of the population in a country. The purpose
of a country's economic development is to improve people's welfare. Community welfare can occur through increasing
the country's economic growth through equal distribution of income for the residents of the country concerned which is
obtained from the Gross Regional Domestic Product (GRDP) of a region, or the Gross National Product (GNP) of a
country. Economic growth is an economic problem in the long term and will always be faced with a dilemma. A number
of countries in the world often use economic growth as a standard to measure the success of a country's economic
development (http://erepo.unud.ac.id).

Furthermore, Indonesia's economic growth, overall, in 2019 remained good, reaching 5.02%, although lower than
the 2018 achievement of 5.17% (www.bps.go.id). This shows that economic growth does not always increase but
fluctuates because it is influenced by other factors. Aceh's economy in 2019 as measured by Gross Regional Domestic
Product (GRDP) at current prices reached Rp. 164.21 trillion or US$ 11.61 billion. Meanwhile, GRDP per capita reached
30.70 million and GRDP without oil and gas was Rp. 158.55 trillion or US$ 11.21 billion (https://acehprov.go.id). West
Aceh Regency is one of the old districts in the South-West region of Aceh Province with 3 (three) divisions, which
include Nagan Raya Regency, Aceh Jaya Regency and Simeulue Regency. Furthermore, in the last 2 (two) years the
economic growth rate in agriculture and plantations in West Aceh Regency reached 3.91 percent in 2017, and 3.91
percent in 2018. Likewise, the achievements of the other 3 (three) districts.

According to the Central Statistics Agency (BPS) in 2017 that one of the leading economic sectors currently in
West Aceh Regency is the agricultural and trade sector. For agriculture includes rice fields and oil palm plantations. As
for trade, the leading sectors are grocery stores, coffee shops and the food/beverage industry. While the less superior
sector is the processing industry. Meanwhile, the LQ value of the agricultural sector still dominates, namely 1.17 in 2016
and 1.19 in 2018. Nagan Raya Regency is 1.52. Aceh Jaya Regency is 1.07 and the LQ value in the same sector in
Simeulue Regency is 0.35. This value is obtained by comparing the GRDP of 17 sectors between the GRDP of the
province and each district in the research area. On the basis of Figure 1, the economic growth in Aceh Province
fluctuates every year. The highest economic growth occurred in 2006 at 7.70%. This is because the province is actively
carrying out rehabilitation and reconstruction after the earthquake/tsunami disaster. Furthermore, the lowest economic
growth occurred in 2005 at 1.22% because this province had just been hit by the natural disaster of the earthquake and
tsunami.

Furthermore, in terms of regional classification, this province is divided into three regions, namely North East,
Central Southeast and South West. In the 1980s until the 2000 millennium era, the development conditions of the North
East Region were superior to other areas in Aceh Province. The reason is that there are a number of giant factories in
the fields of gas/petroleum, fertilizer, paper industry and other industries that make this area an industrial area. One of
them is the Asean Aceh Fertilizer (PT.AAF) fertilizer factory which is owned by several Asean countries. In addition,
there is also the Iskandar Muda Fertilizer Factory (PT.PIM), gas/petroleum industries such as PT. Arun and PT. Exxon
Mobil, a paper factory namely Aceh Kraft Paper (PT. KKA) and other factories. Furthermore, it is supported by its
strategic location where almost every district and city capital lie along the national road which is a fairly good access to
the neighboring province of North Sumatra.

The Southeast Central Region is an area where the development of facilities, both physical and non-physical, is
far behind compared to the North East region. The main reason is that this area is a forest and plantation area which is
mostly less productive. Likewise, the South West region is an agricultural zone but is still on a small scale. The following
is data on economic growth by region in this province. In 2012-2016, the lowest economic growth in the North East
region of Aceh Province occurred in North Aceh Regency and Lhokseumawe City until it was below 0 (zero) percent.
While the highest in the city of Banda Aceh. As the capital of Aceh Province that emphasizes Islamic public services
and tourism, this city has continued economic growth until it reached 6,315 in 2016. Furthermore, for the Southeast
Central region of this province, the lowest economic growth rate in the last year occurred in Central Aceh Regency and
the highest economic growth in Southeast Aceh Regency.

Meanwhile for the South West region of Aceh, the lowest economic growth rate occurred in Aceh Barat District in
2016 and the highest economic growth rate was achieved by the City of Subulussalam. The objectives of this research
are as follows to analyze the perspective of the Location Quotient (LQ) value of the agricultural sub-sector in West Aceh
Regency and its 3 (three) expansion areas.
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2. Literature Review
2.1. Leading and Non-Leading Sectors

According to Tarigan (2004), the economic activities are grouped into basic and non-basic activities. In this case,
only basic activities can encourage regionals economic growth. Furthermore, all other activities that are not included in
the basic activities are categorized into service activities/sectors. However, to avoid misunderstanding the meaning of
service, then this is called a non-base sector. The non-base (service) sector aims to meet local consumption. Based on
the above understanding, the basic sector is the leading sector in a region. While the non-base sector is a sector that
is less superior in the area.

2.2. Gross Regional Domestic Product (GRDP)

A sector classified as a superior or less superior sector can be measured according to the GRDP of a region by
comparing it to the Gross National Product (GNP) nationally. In general, GRDP itself consists of 9 sectors, although in
recent years it has become 17 sectors. The author uses time series data with 9 sectors consisting of: agriculture,
mining/excavation, processing industry, electricity and drinking water, buildings, trade, hotels and restaurants,
transportation, finance/insurance and services. Furthermore, for data from 2010 to 2019, the author uses 17 sector
GRDP data. According to Statistik, (2017) GRDP is the amount of value added (value added) produced by all production
units in one area, during a certain period. GRDP is closely related to economic growth. Economic growth is the overall
increase in people's income that occurs in the region, namely the increase in all added value that occurs. The calculation
of regional income is initially made in current prices. However, in order to see the increase from one period to the next,
it must be expressed in real value, meaning that it is expressed in constant prices (Tarigan, 2004).

2.3. Economic Growth

The success of a country's economic development can be measured and described in general by the level of its
economic growth rate. Some economists distinguish between economic development and economic growth.
Economists who distinguish the two definitions define the term economic development as the income per capita of
society, namely the growth rate of Gross Domestic Product/Gross National Product in a given year divided by the rate
of population growth, or the development of Gross Domestic Product/Gross National Product that occurs in a country.
accompanied by an overhaul and modernization of its economic structure (structural transformation). Meanwhile,
economic growth is defined as an increase in Gross Domestic Product/Gross National Product regardless of whether
the increase is greater or less than the population growth rate, or whether the expansion of the economic structure
occurs or not (Argandofia, 2016; Ross & Murray, 2010).

Furthermore, Tarigan (2005) added economic growth is the increase in overall community income that occurs in
the region, namely the increase in all added value that occurs. The calculation of regional income is initially made in
current prices. However, so that the increase from one time period to the next can be seen, it must be expressed in real
value, meaning that it is expressed in constant prices. According to Kuznets (2016) economic growth is a significant
increase in national income in a certain calculation period. Then according to Schumpeter, economic growth is an
increase in output (national income) caused by a natural increase in the rate of population growth and savings.
Meanwhile, according to several development economists, economic growth is a term for developed countries to
describe the success of their development. Then for developing countries, the term economic development is used.
However, although the terms and definitions are different, what is certain is that economic growth can be seen by
relating and calculating the level of national income from one period to the next (Tambunan & Sikumbang, 2011).

Regional economic growth is the increase in overall community income that occurs in the region, namely the
increase in all added value that occurs. The calculation of regional income is initially made in current prices. However,
in order to see the increase from one period to the next, it must be expressed in real value, meaning that it is expressed
in constant prices (Tarigan, 2009). Jhingan (2007) explains that economic growth is a long-term increase in the ability
of a country to provide more types of economic goods to its population, this ability grows in accordance with
technological advances and the necessary institutional and ideological adjustments. Based on the description above,
economic growth is an increase in GDP or output in the long term and is an important indicator in the success of
economic development in a region.

In addition, Mankiw (2020) states that economic growth is one of the important indicators to see the success of
economic development in a country in addition to other indicators such as unemployment rate, poverty rate, inflation
rate, and so on. Rapid and stable economic growth is expected to have a positive impact either directly or indirectly on
other economic variables. The economic growth is an increase in output in the long term, or an increase in the production
of goods and services and is an important indicator in the success of a nation's economic development.
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2.4. Regional Economic Development Towards Leading Sustainable Sector

According to Sukirno (2006) economic development is a series of efforts in an economy to develop its economic
activities so that more infrastructure is available, more and more companies are developing, the level of education is
getting higher and technology is increasing. opening wider job opportunities, increasing income levels and people's
prosperity. Based on the description above, regional economic development will be well sustainable if an area can
always utilize various leading sectors effectively and efficiently. Coupled with developing non-superior sectors of the
region so as to be able to realize an independent region.

3. Materials and Methods

The scope of this research includes Gross Regional Domestic Product (GRDP) at Constant Prices in 2000 in Aceh
Province and Aceh Barat Regency, Nagan Raya Regency, Aceh Jaya Regency and Simeulue Regency as well as the
economic growth of Aceh Province during the period 2010-2020 or for 11 years. The data analysis model used in this
study is quantitative analysis using secondary data sourced from the Central Statistics Agency for Aceh Province and
4 districts and the Development Planning Agency at Sub-National Level (Bappeda) in 4 districts. The data analysis
model used is quantitative analysis using location quotient analysis. According to D. Tarigan & Sagian, (2015) Location
Quotient (location quotient) or abbreviated as LQ is a way of quantifying how concentrated a particular industry is within
an area as compared to the nation.

The formula is as follows:

X

1
LQ:G?W

1

GNP

Where: xi = added value of sector i in an area, GRDP = Gross Regional Domestic Product of the area, Xi = Value
added of sector i nationally, GNP = Gross National Product, If LQ> 1, it means that the role of the base sector is more
than that of the province.

(1)

a. Simple Linear Regression Analysis
According to Wahyuningsih, (2018) the calculation formula is as follows:

Y =a+bX, +e 2)

Where, Yi: Economic growth, a: Intercept (constant), b: Factor Xi regression coefficient, Xi: LQ value of the leading
sector per year in 4 district and e: Error term.

4. Results and Discussion
4.1. Analysis of Leading Sector in Aceh Barat District and Its Expansion Area

The leading sector analysis here is calculated using Location Quotient (LQ) analysis in each district from the
expansion of West Aceh District, which includes Simeulue District, Nagan Raya District, Aceh Jaya District and West
Aceh District. This calculation is done by comparing all sectors in the district against the province of Aceh.

4.1.1. Best Leading Sector in West Aceh District

Based on the GRDP data of 17 sectors in Aceh Barat Regency and Aceh Province obtained in the 2010-2020
period, it can be depicted in Figure 1. Figure 1 displays the financial and information services sector has the highest LQ
score with a score of 1.65. The reason is that since 2010 several non-governmental organizations or Non-Government
Organizations (NGOs) have completed their programs. Those who took part in the rehabilitation and reconstruction
phase have ended. So that the district's economic conditions began to rise and improve. While the lowest LQ value in
this sector is in 2020, where the Covid-19 pandemic has changed many things, so that the potential for villages or areas
that must be managed and developed has decreased due to the impact of this outbreak. The next sector is the
construction sector with an LQ value of 1.26. Finally, agriculture, forestry and fisheries sector with an LQ value of 1.17
which is the mainstay sector of this old district.
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Figure 1. 3 Best Value of Leading Sector in West Aceh District 2010-2020.

4.1.2. Best Leading Sector in Simeulue Regency

Simeulue Regency is the initial district that was divided from West Aceh Regency. This district was born where
the issue of regional autonomy is spreading in almost all regions in Indonesia. The LQ data can be seen in Figure 2.
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Figure 2. 3 Best Leading Sector in Simeulue Regency 2010-2020.

Figure 2 describes in the last 5 years after 2010, the highest LQ value was 2.18 in the government administration
sector. Furthermore, the health sector with an LQ value of 2.03 and finally the education services sector where the
lobster-producing district is being aggressively providing scholarships, especially for high school students to college
students who want to continue their studies outside Simeulue Island, especially in the field of fisheries. This district is
the best district in aquaculture.

4.1.3. Best Leading Sector in Nagan Raya District

Nagan Raya district formed its own district in the 2000s. This district is a rice field center in the South West
(Barsela) coastal area of Aceh Province. The LQ value since 2010-2020 can be seen in the following graph 3:
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Figure 3. Best Leading Sector in Nagan Raya Regency 2010-2020.

In the era of the 2014s, this district exploited mines on a large scale in addition to having a jetty for coal exports.
In addition, jade and sand are also exploited as mineral group C with the highest LQ value of 2.88. Furthermore, in the
agricultural, forestry and fishery sectors with the highest LQ value of 1.52. The district is also permanently supported
by the plantation sub-sector, particularly oil palm plantations, which are generally managed either individually or by
companies.

4.1.4. Best Leading Sector in Aceh Jaya District

Aceh Jaya Regency is a district that is the same age as Nagan Raya Regency and was born in 2002. The LQ
value can be seen in Figure 4.
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Figure 4. Best Leading Sector in Aceh Jaya Regency 2010-2020.

Figure 4 shows the construction sector has the highest score of 1.81 because this district is actively building
infrastructure such as roads and bridges as well as offices and buildings. Furthermore, the transportation and
warehousing sector with an LQ value of 1.56. This sector plays an important role because this district is a tourism
district, both marine and religious tourism. The last is the administrative sector with an LQ value of 1.46 which includes
the government administration, defense and social security sectors. However, generally, in 2019 it began to decline
and decreased drastically in 2020 as a result of the Covid-19 pandemic. Currently (2021), communities in the 4 districts
above are starting to manage sectors that are expected to improve the economy by constantly implementing health
protocols. This is done while reducing environmental degradation towards a better new normal life.
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4.1.5. Economic Growth of Aceh Province
The data on the economic growth of Aceh Province in the period 2010-2020 can be seen in Figure 5:
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Figure 5. The Rate of Economic Growth in Aceh Province in 2010-2020.
Source: Central Bureau of Statistics of Aceh Province (July 2021).

Figure 5 above shows the highest economic growth in Aceh Province was 5.69 percent. This indicates that the
province is starting to improve and return to normal life by managing these 17 sectors towards a better life. Based on
LQ processing or analysis, it can be concluded that there are 3 best sectors for Aceh Barat district and its expansion
area. This can be seen in the following Table 1:

Table 1. The 3 Best Leading Sectors in West Aceh Regency and Its Expansion Area in 2010-2020.

No Year "Il;;gt'z;f Top 3 Leading Sectors I(.Jc:::;r:
1.Financial and Information Services 1.65

1. 2010-2020  West Aceh 2.Construction 1.26
3. Agriculture, Forestry and Fisheries 1.17

1. Government Administration, Defense and

Mandatory Social Security 218
2 2010:2020  Simeulue 2. Health Services and Social Activities 2,03

3. Education Services 1.58

1. Mining and Quarry 2.88
3 2010-2020  Nagan Raya 2. Agriculture, Forestry and Fisheries 1.52

3.- -

1. Construction 1.81

2.Transportation and Warehousing 1.55
4 2010-2020  Aceh Jaya 3.Government Administration, Defense and 146

Mandatory Social Security

Table 1 displays all the expansion areas of West Aceh Regency have their own specialization and uniqueness.
For each district that has a specialization, especially the district that has the three best LQ scores, it can provide a
distribution of income to the entire community in each district. This is done by utilizing natural resources managed by
reliable human resources by avoiding environmental damage in this new normal era.
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5. Conclusions

In conclusion, this study identified that the period 2010 to 2020, there are three best leading sectors in West Aceh
Regency include financial services, construction and agriculture, forestry and fisheries. Meanwhile for the other three
regencies are also not much different which includes agriculture, forestry, and fisheries, government administration,
mining and quarrying. transportation and so on. The need for environmental defense-based management so that
sustainable and environmentally sound economic development occurs in the new normal era as a result of the Covid-
19 pandemic. Thus, this study suggests that role of the government of West Aceh Regency and its expansion area is
very much needed in managing leading sectors. The government of West Aceh Regency and its expansion area should
stipulate restrictions on the exploitation of mining and mineral group C. At this time, Nagan Raya Regency has only
issued Jade stone. It aims to maintain environmental conditions in a sustainable manner.

Author Contributions: Conceptualization, Y.E.W. and L.P.A.; methodology, T.Z. and J.S.; software, Y.Y.; validation, Y.E.W.,
L.P.A.; formal analysis, Y.Y.; investigation, Y.E.W.; resources, Y.E.W.; data curation, L.P.A.; writing—original draft preparation,
Y.E.W.; writing—review and editing, Y.E.W., LP.A, Y.Y.,, SR.S. T.Z. and J.S; visualization, S.R.S.; supervision, T.Z.; project
administration, Y.E.W.; funding acquisition, Y.Y. All authors have read and agreed to the published version of the manuscript.

Funding: This research received no external funding.
Institutional Review Board Statement: Not applicable.
Informed Consent Statement: Not applicable.

Data Availability Statement: Not applicable.

Acknowledgments: The author would like to thank Universitas Teuku Umar, Indonesia for supporting this research and publication.
We would also like to thank the reviewers for their constructive comments and suggestions.

Conflicts of Interest: The authors declare no conflict of interest.

References

Argandona, A. (2016). Gross Domestic Product (GDP) and Gross National Product (GNP). Encyclopedia of Business Ethics and
Society, Forthcoming, IESE Business School Working Paper, 1153-1161.

Badan Pusat Statistik. (2017). Provinsi Aceh dalam angka 2017. In Banda Aceh.

Jhingan, M. L. (2007). Ekonomi Pembangunan dan Perencanaan, Edisi 1. Cetakan Ketujuh. Jakarta: Rajawali Pers.
Kuznets, S. (2016). Six lectures on economic growth. Routledge.

Mankiw, N. G. (2020). Principles of economics. Cengage Learning.

Ross, C., & Murray, A. (2010). Aggregate measures of income and output in Canada and the United States: Implications for
productivity and living standards. International Productivity Monitor, 19, 20-39.

Sukirno, S. (2006). Teori Pengantar Ekonomi Makro. Jakarta: PT Raja Grafindo Persada.
Tambunan, T. T. H., & Sikumbang, R. (2011). Perekonomian Indonesia: kajian teoretis dan analisis empiris. Ghalia Indonesia.

Tarigan, A. (2009). Kerjasama Antar Daerah (KAD) untuk Peningkatan Penyelenggaraan Pelayanan Publik dan Daya Saing
Wilayah. Buletin Tata Ruang, 17-24.

Tarigan, D., & Siagian, S. (2015). Pengembangan media pembelajaran interaktif pada pembelajaran ekonomi. Jurnal Teknologi
Informasi & Komunikasi Dalam Pendidikan, 2(2), 187-200. https://doi.org/10.24114/jtikp.v2i2.3295

Tarigan, R. (2004). Ekonomi regional: Teori dan aplikasi. Bumi Aksara.
Tarigan, R. (2005). Perencanaan pembangunan wilayah. PT. Bumi Aksara.

Wahyuningsih, Y. E. (2018). Analysis of the Influence of Regional Leading Sectors on Economic Growth in West Aceh District,
Aceh Province. Proceedings of the 1st International Conference on Finance Economics and Business (ICOFEB), 12-13
November 2018, Lhokseumawe, Aceh, Indonesia, 135.



	1. Introduction
	2. Literature Review
	2.1. Leading and Non-Leading Sectors
	2.2. Gross Regional Domestic Product (GRDP)
	2.3. Economic Growth
	2.4. Regional Economic Development Towards Leading Sustainable Sector

	3. Materials and Methods
	4. Results and Discussion
	4.1. Analysis of Leading Sector in Aceh Barat District and Its Expansion Area
	4.1.1. Best Leading Sector in West Aceh District
	4.1.2. Best Leading Sector in Simeulue Regency
	4.1.3. Best Leading Sector in Nagan Raya District
	4.1.4. Best Leading Sector in Aceh Jaya District
	4.1.5. Economic Growth of Aceh Province


	5. Conclusions
	References

