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Abstract:The studyaimed to analyze the typology of competitiveness and economic performance of East Java’s
regencies/cities, and investigate the influence of regional competitiveness to ward their economic
performance.Moreover, the study appliedquantitative research approach which employedsome analysis
instruments, namely: Confirmatory Factor Analysis (CFA), Regression Analysis and Region Typology.

The resultsshowed: 1) The typology of competitiveness of regionswhich includes category I, Il, 11l and IV were
31.58%, 26.32%, 15.79%, and 26.32%; 2) Competitiveness which compriseregional strength indicator, public
service facilities, and investment climate proved to affect economic performance; 3) The investment climate had
the greatest role compared with regional strength and public service facilities aspects; 4) Regional strength
aspects that contributed significantly to the competitiveness was the quality ofhuman resources; 5) Obligatory
functions service to provide educational infrastructure hadgiven largest contribution to the determinant of
regioncompetiveness.
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I.  Introduction

Regional development is an integral part of national sustainable development which reaches all levels
of Indonesian society. Hence, the development of a country is always synonymous with economic development,
for the purpose of economic development is to improve human life and society of a country relatively, in order
to achieve a safe, equitable and prosperous society.

In dynamic concept, the development contains changes continuously in every aspect of community life.
Developments require basic conditions such as the flexibility of civilization, which means the openness of the
structure and the economy of society for any possible changes. A strong encouragementfor development is the
willingness to become prosperous or better. In order to achieve a safe, equitable and prosperous society, the
construction requires a process of socio-cultural change. The process should be a process of change that can
move forward on its own strength (self-sustaining process) with a human support factor, natural resources and
social structure.

The aim of regional development to achieve welfare society must be done with a sustainable
development. According to Brundtland (1987) in Eko and Djoko (1993), sustainable development is
development that meets the needs of human beings recently without compromising the ability of humans to
meet the needs of them in the future. The concept of sustainable development has now become a goal in the
construction and development of regencies/cities in Indonesia. In order to create sustainable development of the
regency/city required five basic principles, namely the environment (ecology), economy (employment), equity,
engagement and energy (Research Triangle Institute, 1996 in Eko and Djoko, 1999). According to the World
Bank Institute (2001), the achievement of regency development area/sustainable city can be summarized into a
more micro sphere with four parameters consisting of livability, competitiveness, banks ability, good
governance and management.

Keyword competitiveness of countries by the World Economic Forum (WEF) is productivity.
Productivity is the main determinant level of Return on Investment (ROI) and aggregation of economic growth.
Thus, the more competitive in the competitiveness of an economy system, the development will grow faster in
the medium and long range. By having a competitive rivalry, a country will attract many investors to invest.

Increasing the number of investment flows (Foreign Direct Investment) who enter a country will have a
significant impact. Economists consider foreign direct investment as one of the booster of economic growth as it
contributes to national economic measures such as Gross Domestic Product (GDP / GDP). If a country does not
have a competitive rivalry, they will have difficulty in improving domestic economy. There is no a lot of
investment inflows.

There are three groups of factors that determine the level of competitiveness of a country. First, the
basic requirements such as institutional, infrastructure, macroeconomic conditions and the level of education
and public health. These factors are considered as the main motor stimulusof the process/economic growth.
Empirically, these factors has been shown to correlate positively to economic growth. Second, the factors that
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can increase the economic efficiency or productivity such as higher training and education(human resources),
the performance of an efficient market, and technological readiness at the national and enterprise levels
individually. Third are the factors of innovation and sophistication of production processes in companies that
jointly determine a country's level of innovation.

Theoretically, the discourse how to buildthe country’scompetitiveness was brought Michael Porter
1990 in his book The Competitive Advantage of Nations. Porter’s work is an evolution thoughts on howto build
the best country's competitiveness. In the first part of the description Porter reminded the need for a new
paradigm in the economic policy of a country. Porter's theory of competitiveness departing from the belief that
classical economic theory that explains the advantages komparative (Comparative Advantage) insufficient, or
even inaccurate. According to Porter, a country gain a competitive advantage if the company (which exist in the
country) competitive. Thecompetitiveness of a country is determined by the ability of the industry to innovate
and improve its capabilities.

According to Porter (1990), the issue of regional competitiveness is closely related to industrial
competitiveness. Regionwith high competitiveness is an area that can support the industry which is always
oriented to the low prices due to low production costs. So that the industry's ability to gain competitive
advantage by basing on: production factor; demand conditions; corporate strategy and structure of the
competition; also supporting industries and related industries.

Dimensional shape factor refers to the factors of production required by the industry. This dimension is
divided into basic factor and advanced factors (advanced). Basic factors important role in building a competitive
advantage, such as: human resources, natural resources, knowledge, capital, location and infrastructure. While
further factor involves digital communication, education, and technology.

The dimensions demand conditions refer to the domestic demand. This demand is driven by a
combination of needs and characteristics of the domestic buyer or force in a local community in consuming. The
composition of demand can describe the style and needs of the buyer. The company will benefit from domestic
demand which gave a preliminary description buyer needs to compete in international markets and seeks to
suppress the local companies to innovate products quickly and more sophisticated than foreign competitors.
These conditions have helped SMEs in promoting his company. If SMEs more competitive, then they will be
able to contribute to the economy of the region.

Departing frm the Porter's theory, in order to encourage the industry that can compete in an increasingly
competitive global market, it is necessary to support regions with high competitiveness. Model Porter diamond
has indeed been used by researchers in determining a country's industrial competitiveness compared with other
countries. Research Porter diamond model has been widely applied in various countries, including: Sweden
(Nachum, 1998), New Zealand (Cartwright, 1993), Netherlands (Jense et al., 1994), Canada (Rugman, 1991 and
1992; Rugman & D'Crusz, 1993; Moon et al., 1995 and 1998).

Originally, Porter diamond models are used to measure the competitiveness of Canada. The weakness
of this model is not taking into account the role of government and multinational activity is not well summarized
(Rugman, 1991). Disadvantages of this model followed by using the model of the double diamond(Rugman and
D Crusz 1993). However, this model is only appropriate to measure the competitiveness of Canada, but it
isunappropriate to measure competitiveness in other countries, including Indonesia.

Double diamond model is developed into a model of generalized double diamond by Moon et al.
(1995). The advantages of this model is able to measure the competitiveness in all countries and includes
multinational and government activity. Moon et al. (1995) have conducted an analysis of competitiveness for the
country of Korea and Singapore. But the shortcomings of this model is that measurement bias in comparing the
size and shape of diamond domestic and international diamond. Research results showthat the Korea more
competitive than Singapore in terms of the domestic diamond, but Singapore is more competitive than Korean in
terms of the international diamond. These measurements lead to problems in determining the absolute
competitive advantage.

Theoretically, itcan be conclude that the main keyword of the requirement to achieve a good
performance of regional development, ongoing decentralization and economic globalization is regional
competitiveness. The level of competitiveness is one of the parameters in the development of the regency/city
sustainable. Usually, if the level of competitiveness of a regency/city is high, the rate of growth and welfare
even higher. However, variables measured in the measurement of the level of competitiveness in the region still
varies in accordance with the conditions of each region. This is theoretically still cause gab theory, which still
require continuous research to develop indicators for competitiveness which are universal. The condition is the
background of researchers conducted a study on competitiveness in the region of East Java. In addition to the
condition of the theory, empirical conditions of competitiveness of East Java also became the background of this
study, as will be discussed below.

In connection with the global competitiveness rankings, since 2005 WEF using the World
Competitiveness Index (WCI) as a basis for competitiveness analysis. Definition of competitiveness according
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to the WEF is "the set of institutions, policies, and factors that determine the level of productivity of a country.”
While understanding the productivity level is "the level of prosperity that can be earned by an economy ", the
position of Indonesia remains much lower than in Malaysia and Thailand, each ranging in positions 31 and 34 in
the period of 2001 to 2005. Meanwhile, in the same period, the position of Indonesia continued to fall from
position 46 up to 58.In 2005, it finished 59 of 60 countries surveyed, one level above Venezuela.

The ranking position on the terms of the competitiveness of Indonesian latest World Economic Forum
(WEF) released the Global Competitiveness Report 2012-2013 Edition (GCR 2012-2013) on September 5,
2012. The position of Indonesia's competitiveness is ranked 50th out of 144 countries, it decreased 5 levels
compared to 2011-2012 edition. Countries in North America and Western Europe still dominate the top
rankings. Top Ten Ranking successively occupied by Switzerland, Singapore, Finland, Sweden, Netherlands,
Germany, USA, UK, Hong Kong, and Japan. Indonesia ranks 5th in the ASEAN under Singapore, Malaysia (the
23's), Brunei (28), and Thailand (38).

When viewed ratings for each of the pillars, Indonesia slumped on the labor market efficiency pillar
that is ranked 120th, followed by the technological readiness pillar which ranks 85th, and infrastructure ranks
78th. Best pillar is the size of the market (16), macro-economic environment (25), and innovation (39).

Besides the national macro conditions, investors are strongly considering the influence of local
authorities and regional policy. Therefore, efforts to improve the global competitiveness of behavior originated
within the scope of the authority of local and regional against some indicators that affect the level of regional
competitiveness.

Research on the conditions of regional competitiveness in the Indonesian province newest conducted
by Lee Kuan Yew School of Public Policy and the National University of Singapore, survey uses 91 indicators
included in the four-sphere is macroeconomic stability, government and institutional planning, financial
conditions and labor-business, as well as quality of life and infrastructure development. Source of data collected
includes three things: The first is a survey of the members of APINDO and faculty of economics and
management; The second is an interview with the provincial government; Third, official data from the relevant
agencies, such as the Central Bureau of Statistics, Bank Indonesia, and Investment Coordinating Board.

The results showed that the competitiveness in 19 of 33 provinces in Indonesia is below the national
average rate, mostly in eastern Indonesia. While the competitiveness of all provinces in Java has been above the
national average. Competitiveness score of all provinces in Java is above the national average. While the entire
eastern Indonesia below the average, except in the province of Sulawesi Island. The top five rankings is Jakarta.
East Java, West Java, East Kalimantan and Riau Islands. Consecutive ranked the 6 to -13 covering Central Java,
Banten, Bali, Riau, North Sumatra, Papua, South Kalimantan and Bangka Belitung. While 19 other province is
below the average national competitiveness.

While the study of competitiveness regencies/cities in Indonesia have been carried out by the Regional
Autonomy Implementation Monitoring Committee (KPPOD) with United States Agency of Improvement and
Development (USAID) and The Asia Foundation. This study focuses on competitiveness which is seen from the
aspect of local investment in 169 regencies and 59 cities throughout Indonesia. Indicators to measure the
competitiveness of regencies and cities based on 5 categories of support, namely institutions, regional economic,
social, political culture security (sosbudpolkam), physical infrastructure, and labor.

The research results relating to the regency/city in East Java showed that: First, from 59 cities that
disurve there are 2 cities in East Java are predicated A, which is ranked 13 Surabaya and Kediri rated 16. The
predicate B there are two cities that ranked 34th Malang and Mojokerto ratings are predicated C 37. While
Probolinggo is rated 48,and the predicate D is Madiun rated 56.Second, 169 regencies that disurve no one
regency in East Java are predicated A. Sidoarjo rated 8 with “B” predicate andGresik regency is rated 39. While
there are predicated C 1 regency is Kediri on rated 65. There are 6 predicated D regencies including;
Banyuwangi rated 95, Mojokerto rated 97, Jombang rated 100, Bangkalan rated 107, Magetan rated 118, and
125. While Blitar rated predicated E, there are 8 districts, namely Tulungagung rated 139, Situbondo rated 141,
153 Jember, Pasuruan rated 158, Ponorogo rated 159, Lamongan rated 161, Bondowoso rated 165, and
Pamekasan rated 166.

Based on the results of two regional competitiveness of the provinces, showed that the competitiveness
of East Java province have shown encouraging results that are ranked second out of 33 provinces in surve. The
level of competitiveness of East Java province only in Jakarta. However,the results of the competitiveness of the
regency/city research are poor.As the results of research conducted by KPOD described above, it indicated that
most of the area is equal to 47.6% of regencies in East Java predicated E and 35,2% predicated D. each only
5.8% for predicated A.

Inequality or inequity in East Java development is emphasized also by the macro-economic indicators
such as the Gini Index Ratio and employment. Gini coefficient is a measure of evenness were calculated by
comparing widely between the diagonal and the Lorenz curve (area A) divided by the area of the triangle below
the diagonal, the figure ranges from zero (perfect equity) to one (perfect inequality). The following conditions of
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equitable development in East Java based Gini index value ratio over the past five years.

Based on the value of Gini ratio, the average level of inequality of consumption per capita in East Java
2009-2012 was included in the medium category (0.3 to 0.5). During the years 2009-2011 the value of Gini ratio
in East Java showed a trend towards improvement, but in 2012 a decline of 0.01 points to 0.36. The situation is
still better than the national figure Gini ratio, which from 2009 to 2011 continues to increase. Gini ratio of
Indonesia during the years 2009-2012 in a row is 0.37 (2009), 0.38 (2010), 0.41 (2011) and 0.41 (2012).

So that the magnitude of the increase in the average consumption per capita during 2009-2012 as well
as an increase in the percentage of non-food consumption is not expected evenly on the entire population, this
condition becomes the cause of inequality in the distribution of consumption. In general gini ratio of urban areas
beginning in 2009-2012 is higher than in rural areas. Within the past four years gini ratio in urban areas included
in medium category, while the Gini ratio in rural areas included in the low category.

Lorenz curve in the figure above, gives an overview of the differences. Thereis fairly high Gini ratio
between urban and rural areas. Rural strip tends to be closer to normal line than urban areas.

Based on national aspects, employment can be obtained from the National Labour Force Survey
(Sakernas) conducted quarterly since 2011. Employment data per quarterly in general can explain the conditions
of seasonal employment. This is because most of the labor particularly force in East Java. In generallndonesia is
still based on the agricultural sector which is heavily influenced by climate changes. In the third quarter of 2012,
the employment situation in East Java is relatively better despite industrial relations between employers and
workers have not been harmonized, especially with the labor demands associated with the determination of the
minimum wage regenciess/cities (MSE), sectoral minimum wages (UMS) and removal outsourcing system.

The number of workers in East Java in August 2012 were 19.081 million, ithas increasedbecome
141.655 persons compared to August 2011. Whereas the total labor force in East Java has increased 139.672
people, it started from 19.761 million people in 2011 to 19.901 million in 2012. While conditions in 2013
(February), the labor force reached 20.095 million people, the number of workers as much as 19 291. Thus the
increase in the number of workers becomes insignificant when compared with the increase in the labor force.
This may reflect that the competition is getting tougher among the workforce.

Employment opportunities is the relationship between labor force with employment’s ability.
Additional labor force must be balanced with the investment, it could create employment opportunities. Thus, it
can absorb the increase of labor force. In economics, employment means opportunities or circumstances indicate
the availability of jobs so that all people who are willing to work in the production process can get a job in
accordance with the expertise, skills and talents. Employment (labor’s demand) is a condition that describes the
availability of jobs (job vacanciesfor job seekers). The employment opportunities can be interpreted as the
demand for labor. The ratio of the working population in 2012 amounted to 95.88%, which means that in 100
people from the total labor force, there are 96 of them absorbed in jobs available. Those number has increased
0.04 percentage points compared to the year 2011.

Based on these conditions, it described that there are problems that inequities in development or the
development gap in East Java. Regional autonomy should able to re-organize and planning appropriately
potential of the regency/city in East Java which has not organized effectively yet. In socio-economic,
communities and East Java government areneeded structuring and planning, especially in an effort to maintain
economic growth, expansion of employment opportunities, and increase value-added development of other
productive activities. These conditions aim to support the optimization potential and competitiveness of the
region in order to achieve a better quality construction in East Java.

Based on the problems of the condition in East Java, then the purpose of this research are: 1) to analyze
the typology of competitiveness and economic performance of regencies/cities in the administrative region of
East Java; 2) to analyze the influence of the competitiveness ofregency/city toward economic performance in
each regency and city in the administrative region of East Java .

Il.  Research Methodology
In order to analyze the competitiveness of the regency/city, it used some indicators and analysis tools,
here are some indicators of measurement and analysis tools that are used to measure the competitiveness of the
regency/city in East Java.
1. Regional Economic Capabilities Focus
2. Public Service Facilities Focus
3. InvestmentSeason Focus

The InfluenceOfEach Indicator Analysis
Confirmatory Factor Analysis

Confirmatory Factor Analysis (CFA) was used to examine how the variables measured (indicators) to
describe or represent a number of the construct. CFA is used to test the assertion of the measurement theory that
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determines how the variables measured and described logically and systematically.

Regression Analysis

Estimated regression analysis to determine the effect of the independent variable (X) consisting of:
Regional Strength (X1), Public Service Facilities (X2), and the Investment Season (X3) towardflexible variable
(YY) that is is the economic performance. The model form used in the panel data regression analysis are:
Yi= Po + BaXot PoXo + P3Xs + €t

where:

Y = Economic Performance
§ = Constant

X1 = Region’s Strength

X2 = Public Service Facilities
X3 = Investment Season

E = Error Disruptors

I11.  Results Of The Study
Factor Analysis of Regional Strength

Firstly, the researchers will test the strength factor analysis assumptions region right before factor
analysis performed. The correlation between the independent variables in the analysis of factors must be> 0.5
with significance <0.05.

KMO value and Bartlett's Test in correlation between the desired variable is> 0.5. The significance of
the study was 0.05. Based on the analysis results, it can be known that KMO value was 0.803, which means
greater than 0.5. Meanwhile, the resulting significance of Bartlett's Test was 0.000. Thus, it can be said that the
variable and the sample used to allow for further analysis.

Based on the loading factor, it can be seen that the most important role indicator is a certified high
school population with a correlation value of 0.948. Next in a row were IPM, certified colleges population,
literacy rate, Elementary school APM, Population certified elementary school, APM junior high school, APM
senior high school, junior certified population, and per capita with a correlation value of 0.948; 0.904; 0.889;
0,880; 0.855; 0,781; 0.764; 0.711; 0.614; and 0.525.

Therefore the main priority of the policy to increase the strength of the region is a certified senior high
school population. This variable should be maintained and enhanced, so thatminimum education of East Java
Resident are certified senior high school/equivalent.

Based on the the previous discussion, it can be known that senior high school certified population is the
most important indicator on the region’s strength.The regency/city that still has a senior high school degree in
the low population should be the primary focus in the policy. Regency/city has a low certified population of
senior high school were Pacitan, Ponorogo, Trenggalek, Tulungagung, Blitar, Malang, Lumajang, Jember,
Banyuwangi, Bondowoso, Situbondo, Probolinggo, Pasuruan, Nganjuk, Madiun, Ngawi, Bojonegoro, Tuban,
Lamongan, Bangkalan , Sampang, Pamekasan, and Sumenep.

The next important indicator is HDI, HDI low value contained in Ponorogo, Malang, Lumajang,
Jember, Banyuwangi, Bondowoso, Situbondo, Probolinggo, Pasuruan, Madiun, Ngawi, Bojonegoro, Tuban,
Lamongan, Jakarta, Sampang, Pamekasan, and Sumenep regencies.

Indicators certified college population were low in Pacitan, Ponorogo, Terri, Tulungagung, Blitar,
Kediri, Malang, Lumajang, Jember, Banyuwangi, Bondowoso, Situbondo, Probolinggo, Pasuruan, Mojokerto,
Jombang, Nganjuk, Madiun, Magetan, Ngawi, Bojonegoro, Tuban, Jakarta, Sampang, Pamekasan, and
Sumenep.

Another important indicator is literacy rate (AMH), a low AMH values contained in Pacitan, Lumajang,
Jember, Bondowoso, Situbondo, Probolinggo, Madiun, Ngawi, Bojonegoro, Tuban, Lamongan, Jakarta,
Sampang, Pamekasan, and Sumenep.

The next important indicatoris NER, NER values were low (below the province) in all regencies/cities
in East Java.

Elementary school certified population indicators werehigh in Pacitan, Ponorogo, Trenggalek,
Tulungagung, Blitar, Kediri, Malang, Lumajang, Jember, Banyuwangi, Bondowoso, Probolinggo, Pasuruan,
Nganjuk, Magetan, Ngawi, Bojonegoro, Tuban, Jakarta, Pamekasan, and Sumenep.

On the junior high school APM indicator, the low value contained in Trenggalek, Blitar, Kediri,
Malang, Jember, Banyuwangi, Probolinggo, Sidoarjo, Madison, Lamongan, Gresik, Jakarta, Sampang,
Pamekasan, and Suemenep.

Moreover, next important , Indicators is APM senior high school, APM senior high schoolvalue
throughout the regency/city in East Java already above the standards of East Java.
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Indicators of qualified junior residents were low in Lumajang, Jember, Bondowoso, Situbondo,
Probolinggo, Pasuruan, Magetan, Jakarta, Sampang, Pamekasan, Sumenep, Malang and Probolinggo.

Public Service FacilitiesFactor Analysis

The results of correlation between independent variables (Public Service Facilities) exist at the output
of KMO and Bartlett's Test as follows: The value of KMO and Bartlett's Test for the correlation between the
desired variable was > 0.5. The significance of the study was 0.05. Based on the analysis results can be known
that KMO value was 0.531, which means greater than 0.5. Meanwhile, the resulting significance of Bartlett's
Test of 0.000. Thus, it can be said that the variable and the sample used to allow for further research.

Based on the loading factor value, it can be seen that the role of the most important indicators in the
public service is the Level Availability of School with a correlation value is 0.833. Next aregood elementary
building, Pupil Teacher Ratio, good Senior High School Building, good junior high school building, Traveler’s
visit, Sport, Social Security Services, Health environmental, health services, and active cooperation.The
correlation value are 0.773; 0.751; 0.708; 0.488; 0.483; 0.408; 0.397; 0.185; 0.111; 0.37.

Therefore, the main priority of the policy to improve public service facility is educational facilities.

Based on the analysis from the previous discussion that the availability of school is the most important
indicator of the public service, the Regency/City which has a low value of the availability of schools (under the
provincial value) should be the main policy focus. Regency/City has low availability at all schools regency (29)
in East Java and two cities, they are Malang and Surabaya.

Indicators of Elementary School buildings has also low at Pacitan, Terri, Banyuwangi, Bondowoso,
Situbondo, Madiun, Magetan, Ngawi, Lamongan, Jakarta, Kediri, Blitar, Malang,Probolinggo, Pasuruan,
Mojokerto, Madiun, and Batu.

Moreover, student teacher ratio indicator was low in Trenggalek, Blitar, Kediri, Banyuwangi,
Bondowoso, Sidoarjo, Nganjuk, Madiun, Ngawi, Tuban, Jakarta, and Surabaya.

Besides, good senior high school buildingindicator was low in Pacitan, Ponorogo, Trenggalek,
Tulungagung, Blitar, Lumajang, Bondowoso, Situbondo, Probolinggo, Nganjuk, Madiun, Magetan, Ngawi,
Tuban, Jakarta, Sampang, Pamekasan, Kediri, Blitar, Probolinggo, Pasuruan, Mojokerto, and Madiun.

Furthermore, Good Junior High School building indicator was also low in Pacitan, Ponorogo,
Trenggalek, Tulungagung, Blitar, Kediri, Lumajang, Bondowoso, Probolinggo, Pasuruan, Mojokerto, Nganjuk,
Madiun, Magetan, Ngawi, Bojonegoro, Tuban, Gresik, Jakarta, Sampang, Pamekasan, Sumenep, Kediri, Blitar,
Malang, Probolinggo, Pasuruan, Mojokerto, Madiun, and Batu.

Travelers visit indicator still low in Pacitan, Ponorogo, Terri, Tulungagung, Kediri, Lumajang, Jember,
Bondowoso, Situbondo, Probolinggo, Sidoarjo, Nganjuk, Madiun, Magetan, Ngawi, Bojonegoro, Sampang,
Pamekasan, Sumenep, Kediri, Malang, Probolinggo, Pasuruan, Mojokerto, and Madiun.

Sports indicators were also low in Pacitan, Ponorogo, Terri, Tulungagung, Blitar, Kediri, Malang,
Lumajang, Jember, Situbondo, Pasuruan, Sidoarjo, Nganjuk, Madison, Bojonegoro, Tuban, Gresik, Jakarta,
Sampang, Pamekasan, Sumenep , Mojokerto, Surabaya and Batu.

Social security services indicator still low in Trenggalek, Tulungagung, Blitar, Lumajang, Banyuwangi,
Situbondo, Pasuruan, Mojokerto, Nganjuk, Madison, Tuban, Gresik, Sampang, Sumenep, Probolinggo,
Surabaya and Batu.

Environmental hygiene also still low in Trenggalek, Blitar, Kediri, Bondowoso, Situbondo, Pasuruan,
Sidoarjo, Mojokerto, Madison, Bojonegoro, Lamongan, Sampang, Sumenep, Malang, Surabaya and Batu.

Indicators of health services are still low in Trenggalek, Tulungagung, Kediri, Jember, Banyuwangi,
Bondowoso, Situbondo, Pasuruan, Sidoarjo, Madiun, Magetan, Sampang, Sumenep, Blitar, Malang, Mojokerto,
and Surabaya.

The other indicatorthat also still low is active cooperatives contained in Trenggalek, Tulungagung,
Kediri, Jember, Situbondo, Probolinggo, Nganjuk, Magetan, Blitar, Malang, Probolinggo, Pasuruan, and Batu.

Investment Season Factor Analysis

Correlation test result between the independent variables (investment season) exist at the output of
KMO and Bartlett's Test as follows: The value of KMO and Bartlett's Test for the correlation between the
desired variable is> 0.5. The significance of the study was 0.05. Based on the analysis results can be known that
KMO value is 0.521, which means greater than 0.5. Meanwhile, the resulting significance of Bartlett's Test is
0.000. Thus, it can be conclude that the variable and the sample used to allow for further research.

Based on the loading factor value, it can be seen that the most important indicator in the investment seasonwas
the amount of investment with a correlation value of 0.875. Next in a row were the investment units, industrial
growth, the IDB and harvested area with a correlation value of 0.655; 0.644; 0.632; and 0.359.

Therefore, the main priority of the policy to improve the investment season is increasing the amount of
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investment.

Based on the analysis of previous discussion, the amount of investment is an indicator that the most
important in the investment season, the regency/city still has a low investment amount should be the focus of
policy. Low investment amount indicator included in Pacitan, Ponorogo, Trenggalek, Tulungagung, Blitar,
Kediri, Malang, Lumajang, Jember, Banyuwangi, Bondowoso, Situbondo, Probolinggo, Mojokerto, Jombang,
Nganjuk, Madiun, Magetan, Ngawi, Bojonegoro, Lamongan , Gresik, Jakarta, Sampang, Pamekasan, Sumenep,
Kediri, Blitar, Malang, Probolinggo, Pasuruan, Mojokerto, and Madiun.

Business unit’sindicator has low investment in Pacitan, Ponorogo, Trenggalek, Tulungagung, Blitar,
Kediri, Malang, Jember, Banyuwangi, Probolinggo, Pasuruan, Mojokerto, Jombang, Nganjuk, Madiun,
Magetan, Ngawi, Bojonegoro, Tuban, Lamongan, Gresik, Jakarta, Sampang, Pamekasan, Kediri, Blitar, Malang,
Probolinggo, Pasuruan, Mojokerto, Madiun, and Batu.

Industrial growth indicators was also low in Pacitan, Ponorogo, Trenggalek, Tulungagung, Blitar,
Kediri, Malang, Lumajang, Jember, Banyuwangi, Bondowoso, Probolinggo, Pasuruan, Sidoarjo, Mojokerto,
Nganjuk, Madiun, Magetan, Bojonegoro, Tuban, Lamongan , Gresik, Jakarta, Sampang, Pamekasan, Sumenep,
Blitar, Malang, Probolinggo, Pasuruan, Mojokerto, and Madiun.

IDB indicators was still low in Pacitan, Ponorogo, Tulungagung, Kediri, Malang, Lumajang, Jember,
Banyuwangi, Bondowoso, Situbondo, Probolinggo, Pasuruan, Nganjuk, Madiun, Ngawi, Bojonegoro, Tuban,
Lamongan, Jakarta, Sampang, and Pamekasan.

Indicators of land area (harvest) wasalso still low in Pacitan, Trenggalek, Tulungagung, Lumajang,
Banyuwangi, Sidoarjo, Mojokerto, Jombang, Nganjuk, Madiun, Magetan, Ngawi, Gresik, Kediri, Blitar,
Malang, Probolinggo, Pasuruan, Mojokerto, Madiun, Surabaya, and Batu.

Typology Competitiveness Of Each Regency/City In East Java

This typology is used to determine the patterns of Competitiveness compared to the Economic
Performance of each regency/city in East Java. Based on the analysis, a regionwhich fall under category |
(Economic Performance and High Competitiveness) are Malang, Banyuwangi, Sidoarjo, Mojokerto, Jombang,
Gresik, Kediri, Malang, Mojokerto, Madiun, Surabaya, and Batu. Region in the category Il (High Economic
Performance but Low Competitiveness) are Bojonegoro, Nganjuk, Lamongan, Pasuruan, Jember, Lumajang,
Kediri, Blitar, Tulungagung, and Trenggalek.

Region in the category Il (Low Economic Performance yet high) are Ponorogo, Magetan, Ngawi,
Blitar, and Pasuruan. While region in category 1V (both Economic Performance and Competitiveness are Low)
namely Sumenep, Pamekasan, Sampang, Jakarta, Tuban, Madiun, Probolinggo, Bondowoso, Situbondo, and
Pacitan.

There will be explained in details the typology analysis that indicates the position of regional strength
of the regency/city, and the factors that influenced a regency/city in quadrant position:

a) Quadrant |

Quadrant | is a quadrant that describes the condition of the economic performance and high
competitiveness. Regions/cities that fall into quadrant | tend as industrial areas or regions that which have a
comparative advantage or competitive. Malang and Batu included in to the first quadrant because both of these
regions possess such vast agricultural resources than other regencies/cities. Based on the typology of public
service facilities and the investment season of this region is an area that ranked the top from 38 districts, it
means the regency of Malang and Batu have high competitiveness. Besides, Sidoaro, Mojokerto, Jombang,
Gresik, Kediri, Malang, Mojokerto, Madiun, and Surabaya included in to | quadrant, they are regencies/cities
that have the characteristics of the industrial city with development level quite rapidly. This can be seen from the
results of regional powers typology, investment season typology, as well as public services typology that show
the regency/city is an area that ranks the top of 38 regencies and cities in East Java. While Banyuwangi regency
as an area slightly further away from the center of the industrial regionyet included in the first quadrant, because
based on the public service facility typologyand strength, Banyuwangi regency was ranked top of the 38
regencies/cities in East Java.

The important things are to be aware of regions that are in this quadrant, do not be lulled by the
performance that has been achieved. Because the next region will face greater competition, which is the entry
force of the free market of ASEAN or ASEAN Economic Community (AEC). In the era of AEC areas in East
Java no longer have to contend with a region, but also interstate competition, especially in terms of product and
labor competition. Therefore, there are areas in the first quadrant must maintain the competitiveness of the
region in order to maintain their competitiveness in entering the era of the AEC. Because if the local government
is not able to maintain the competitiveness of the local products, it will have an impact on many import products
of other countries in ASEAN which will enter the domestic market in East Java, so it will decrease the region's
economic performance.

DOI: 10.9790/5933-06120116 www.iosrjournals.org 7 | Page



Thecompetitiveness and economic performance ofregency / city in east java indonesia

b) Quadrant 11

Quadrant Il is the quadrant that describes the condition of high economic performance but low
competitiveness. Regencies/cities that fall within the second quadrant is generally an area that tends to level the
strength of the region, but public service facilities as well as lower investment season. Regencies/cities that fall
into quadrant 1l are Bojonegoro, Nganjuk, Lamongan, Pasuruan, Jember, Lumajang, Kediri, Blitar,
Tulungagung, and Trenggalek. Competitiveness of the Regencies/cities that are located in this quadrant mid
position of the 38 Regencies orit called municipalities in East Java.
The important thing notification in this quadrant is how to anticipate the low competitiveness of the region. In
the future, there is nothing impossiblefor investors in this area will run into the surrounding areas that have high
competitiveness. The escape of these investments will certainly have an impact on the decline of economic
performance, which eventually will lead to regions in this quadrant plunged into the area with category quadrant
IV (low conditions of economic performance and competitiveness).

C) Quadrant 111

Quadrant 1l is the quadrant that describes the condition of low economic performance but high
competitiveness. Regencies/cities that fall into quadrant Il is an area that tends to have the advantage, can the
advantages of natural resources or human resources and adequate facilities. But the area that fall into this
quadrant tend to weak economic growth rates and productivity levels are not too high. Regions/cities that fall
within the quadrant Il are Ponorogo, Magetan, Ngawi, Blitar, and Pasuruan.

This quadrant has the characteristic of high competitiveness, but have not been able to optimize the
competitiveness of the region into a regional force, so it can not improve the performance of the local economy.
It is important that there should be regions in this quadrant is how to optimize the strength of the
competitiveness of the region in order to become the main attraction for investors, by carrying out a wide variety
of promotions and ease of investing in various sectors, especially sectors of the seeded area.

d) Quadrant IV

Quadrant 1V is the quadrant that describes the condition of economic performance and low
competitiveness. Regency/city included in this quadrant generally an indicator of the strength of local area level,
common maid facilities, as well as lower investment season. The area included in this quadrant tend to be
developing regions. This can be illustrated by the level of economic performance that is low, low economic
growth and food productivity. Regencies/cities that fall into this category are Sumenep, Pamekasan, Sampang,
Jakarta, Tuban, Madiun, Probolinggo, Bondowoso, Situbondo, and Pacitan. In general, regencies/cities that fall
into this quadrant is an area that the position of the sequence achievement strength indicator area, the investment
season and public service facilities in the lower ranks of the 38 regencies/cities in East Java.

The low economic performance areas included in quadrant IV is due to geographical conditions. Most
of these regions exist in geographicallyhave less accessibility, due to the physical infrastructure such as roads
and bridges as well as electricity or energy is not sufficient for the entry of large-scale investors. Such regions
exist in Madura, all regenciess in the island of Madura faced with the problem that is not entirely in the territory
of villages with asphalt road access and electricity grid. This condition is causing these areas to experience
delays in economic activity, as compared to other areas in East Java.

Effect Of Regional Strength, Public Service Facilities And Investment Climate For Economic
Performance

After analyzing the CFA, the next step regression analysis. The data were regressed is the result of factor
analysis in the previous discussion. The magnitude of the effect of the Regional Capability (X;), Public Service
Facilities (X,), and the Investment Climate (X3) for Economic Performance (Y) Regency / City in East Java can
be displayed on the following models:

Y =-0,03 + 0,47 X1+ 0,50 X, + 0,55 X3
Specification:

Y = Economic Performance
X1 = Regional Strength

X2 = Public Service Facilities
X3 = Investment Climate

Value indicates a constant 0, 30 = -0.03 mean value of Economic Performance () at -0.03% at the
time of the Regional Strength (X1), Public Service Facilities (X2), and the Investment Climate (X3) is equal to
or considered constant .

Bl is the regression coefficient value variable Regional Strength (X1) is known of 0.47 means that
there is a positive influence between the Forces of the Regional Economic Performance of 0.47%. If the
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Regional Strength (X1) rose by 1%, the Economic Performance (Y) is also set to increase by 0.47%.
Conversely, if the Regional Strength (X1) fell by 1%, the Economic Performance (Y) also will drop by 0.47%.

While the value of B2 is the regression coefficient of Public Service Facilities (X2) is known of 0.50
means that there is a positive influence between the Public Service Facilities for Economic Performance of
0.50%. If the Public Service Facilities (X2) rose by 1%, the Economic Performance (Y) is also set to increase by
0.50%. Conversely, if the Public Service Facilities (X2) fell by 1%, the Economic Performance (Y) also will
drop by 0.50%.

B3 is the regression coefficient value of the investment climate variables (X3) is known by 0.55 means
that there is a positive influence between the Investment Climate for Economic Performance at 0.55%. If the
Investment Climate (X3) rose by 1%, the Economic Performance () is also set to increase by 0.55%.
Conversely, if the Investment Climate (X3) fell by 1%, the Economic Performance (Y) will also decrease by
0.55%.

From the results of the regression and significance test (t test and f) can be concluded that the Regional
Strength (X1), Public Service Facilities (X2), and the Investment Climate (X3) positive effect on related
variables (Economic Performance).

To find a variable that has the most dominant influence on the magnitude of Economic Performance in
East Java during the study period can be seen from the value of probability. The independent variables have the
lowest probability value indicates that the variable is a variable that has the most dominant influence on the
dependent variable.

Based on the calculation results can be known probability value Regional Strength, General Services
Facility, Investment Climate and 0.15 respectively; 0.17; and 0,016, then by comparing the value of the
probability of each variable can be concluded that the variables that have a dominant influence on the magnitude
of the economic performance is the investment climate. While the second lowest probability, and the third is the
strength of local and public service facilities.

Based on regression analysis, it can be concluded that competitiveness is able to affect the economic
performance although only 41.1%. This is consistent with the results of the typology of competitiveness is just
as much as 31.58% is an area that has the economic performance and competitiveness were high (quadrant I).
While there is 26.32% which is an area having a high economic performance despite the low level of
competitiveness (Quadrant I1). This means that the region's economic performance is in Quadrant Il is more
influenced by variables outside of competitiveness. Similarly, in areas that are in quadrant Il as much as
13.16% is an area that despite high saingnnya power but have not been able to improve economic performance.
This means that factors beyond competitiveness as factors of leadership (local government), the use of
technology is crucial in improving economic performance.

The results of this study generally concludes that there are approximately 31.58% of the region in East
Java which has the first category, namely economic performance and competitiveness are steeper and 26.32%
had the second category is of high economic performance and low competitiveness. While there is a 13.16%
have category |11, low economic performance and high competitiveness, while the other is equal to 26.32% have
a third category, namely economic performance and low competitiveness.

These results are less consistent with findings from previous studies conducted by the Regional
Autonomy Implementation Monitoring Committee (KPPOD) with United States Agency of Improvement and
Development (USAID) and the Foundation which states that the majority of which 47.6% district in East Java
predicated E and 35.2% predicated D, while the predicate A and B respectively only 5.8%.

In this study, the District / City located in quadrant | (competitiveness and high economic
performance), equivalent to a predicate in a previous study by 31.58% and consists of: Malang, Banyuwangi,
Sidoarjo, Mojokerto, Jombang, Gresik, Kediri, Mojokerto, Madiun, Surabaya and Batu. It is certainly counter to
the results of United States Agency Improvement and Development (USAID) and the Foundation which states
only 5% of the area that have category A.

Likewise for category B, the results of United States Improvement and Development Agency (USAID)
and the Foundation which states that there are only 5% of the area that have category B. While the results of this
study found 26.32% of the area included in the quadrant Il or the equivalent of a category B in the USAID
study. While the rest, or most of the United States Agency study of Improvement and Development (USAID)
and The Asia Foundation found that 47.6% of existing districts in East Java predicated predicated 35.2% E and
D. The results of this study found that 15.79% is in quadrant Ill (equivalent predicate C) the area of low
economic performance and high competitiveness. While there are areas in quadrant IV (equivalent rank E) is the
region that has economic performance and competitiveness lower by 26.32%.

Several factors contribute to the differences in the results of this study are: First, the United States
Agency of Improvement and Development (USAID) and The Asia Foundation. Doing research competitiveness
is seen only from the aspect of local investment. While in this study see the competitiveness seen from three
aspects: aspects of regional strength, service aspects, and aspects of the investment climate.
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This study contributes to the competitiveness of the measurement variables are more varied that not
only measures of aspects of the investment, but also look at aspects of the power of local and regional services.
Determination of the area of performance measurement aspect refers to aspects of local government
performance assessment contained in Regulation No. 54 of 2010. Thus the determination of measurement
variables competitiveness in this study could be the raw variable to measure the competitiveness of the districts /
cities throughout Indonesia.

Second, the United States Agency of Improvement and Development (USAID) and the Foundation
conducts research competitiveness of the region by taking a sample of the 169 districts and 59 cities throughout
Indonesia. The research could lead to the differences in the assessment standards are very high gab. While the
study was conducted in 38 districts / cities in East Java are the differences in the assessment standard does not
happen very high gab.

This study contributes to the measurement method a relative regional competitiveness more balanced
(far) or real. to measure the competitiveness of the smaller space is the space provinces. Thus the measurement
will avoid comparisons are relatively balanced level, compared to the level of a larger space such as in national
coverage.

Third, the United States Agency of Improvement and Development (USAID) and the Foundation no
further see the variable relationship with the regional competitiveness of regional performance. The study
compares the only stop on the competitiveness of each region. So that the results of this study could be a
recommendation for a lack of policy-making in order to improve the economic performance of the region.

While doing this research, the researcher successfully demonstrated the influence of variables on the
performance of the regional competitiveness regions. The results of this study indicate that the competitiveness
consisting of strength indicator area, public service facilities, and investment climate that can influence
economic performance. It can be shown that the areas that are in the first quadrant is an area that has the
economic performance and competitiveness were high, while statistically demonstrated from the results of the t
test and f which shows that three indicators were either partially or simultaneously able to affect economic
performance an area.

Competitiveness variables can influence the economic performance of 41.1%. This is consistent with
the results of the typology of competitiveness is just as much as 31.58%. There is an area that has the economic
performance and competitiveness were high (quadrant 1). While there is 26.32% area having a high economic
performance despite the low level of competitiveness (Quadrant Il). This means that the region's economic
performance is in Quadrant Il is more influenced by variables outside of competitiveness. Similarly, in areas that
are in quadrant 111 as much as 15.79% is an area that despite high competitiveness power but have not been able
to improve economic performance. This means that factors beyond competitiveness is factors of leadership
(local government).Besides the use of technology is crucial in improving economic performance.

Based on the results of the study showed that the results of this study support the theory of
competitiveness at the national level, according to Porter (1990), the competitiveness of a region (eg province or
city / county) is highly dependent on the capacity of the community (especially employers) to innovate and
update continuously , and the technology and human resources necessary. In contrast, competitive advantages
are dynamic: technological change continues, so does the quality of human resources continues to grow.

This study is also consistent with the results of research Institute of Management Development (IMD)
in 1989, present the results of his research in The World Competiiveness Yearbook with eight factors that affect
the competitiveness of the region's economic performance, namely: The domestic economy;, internationalization,
Government, Management, Finance , Infrastructure, Science and technology, and Human Resources. The results
of the World Economic Forum (WEF) in 1996, present the results of his research in The Global Competitiveness
Report, with eight competitiveness factors that affect the performance of the economy, namely: Civil
Institutions, Public, Government, Management, Finance, Infrastructure, Technology, and labor.

It is also reinforced by the various results of previous studies such as Irawati (2012), Cahyono and
Kaluge (2010), Santoso (2009), Yanuar (2006), Prasetyo (2008), and Sibarani (2002). Who concluded his
research that the variables which have the greatest role to the establishment of the economic performance in the
region is the investment climate, followed by the power of local and public service facilities.

The results of this study also support the model actually competitiveness Porter (1990) associated with
factors become determinant of competitiveness. The determinants of competitiveness generated in this study
are: First, the Regional Aspects of Strength. Variables that contribute greatly to the establishment of
competitiveness is the quality of the population (human resources). Quality of the population can be shown on
the level of education of the population. Residents are more qualified to be able to increase the productivity of
the area, so that regional competitiveness will also be increased. Factors that human resources are able to
mobilize other physical factors. Humans will combine and arrange physical factors with a view to obtainthe
competitiveness of the region. This is consistent with Porter (1990) which states the competitiveness of a region
(eg province or city / county) is highly dependent on the capacity of the community (the quality of human
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resources) to innovate and update them continuously, and this is necessary for the technology and human
resources.

Second is Aspects of Public Service Facilities. In the public service, Variables that contribute greatly to
the formation of competitiveness is associated with the service obligatory. The results of this study indicate that
the obligatory services related to the provision of educational infrastructure has the largest contribution to the
determinant of the region competitiveness. It is certainly a continuation of the previous discussion shows that
the quality of human resources has contributed greatly to the determinants of competitiveness, so in order to
make it necessary to provide the infrastructure that support it.

Third is Aspects of Investment Climate. When compared with the two previous aspects, aspects of the
investment climate has the greatest role. If an area has a high investment value, the area will easily improve
other variables. With a huge investment value, the area will be able to improve the quality of human resources,
infrastructure, regional productivity, and economic performance in general. This is in line with the opinion of
Porter (1990) which states the creation of high-quality production factors, such as skilled human resources
should require sustained investment in and specialized. If viewed from the aspect of the company, then the
amount of the investment may also reflect industry conditions in the area. An industry will easily create a
competitive advantage if it has a large investment funds.

The results of this study also reinforces associated with the measurement of competitiveness according
to Porter (1990), among others, argues that human resources and capital (investment) is more important in
improving the economic performance compared to only rely on natural resources. This can be seen in areas that
are in the first quadrant are the areas that have the quality of human resources and high capital although limited
in resources.

Based on the indicators that have a major role on the formation of competitiveness and economic
performance, the general policy priority is to increase investment through increased investment climate in terms
of the order of regulations, security, social stability, provision of infrastructure, as well as the readiness of
human resources. Improving the quality of human resources should also be a priority because the variables of
human resources and capital is an important factor in the formation of competitiveness based on the results of
the study.

In the context of improving economic performance, influenced by the competitive position of each
region due to potential differences in the economic and geographic region. In addition, it also due to the strength
of the region, public service facilities, and the investment climate. Based on the analysis, region-based
infrastructure development is increasingly important to note. Where infrastructure development plays a major
role to open the isolation region lagging in order to spur the growth of the region and to balance economic
development of the region.

In order to make East Java equalization, the entire area is able to be in the position of the first quadrant,
it is necessary to increase economic activity in the entire service area is characterized by the development of
transportation infrastructure that reaches to the lagging regions that accessibility throughout the region were able
to rise. Besides development in urban areas directed its development to be more organized with the support of
regional development management tools that can accommodate the development of the region for the growth of
each region and the harmonious relationship cities large, medium, small and rural areas there.

As some effort must be made to strengthen the competitiveness of the regency / city in East Java in
order to support the functions of the regency / city as a boosting force of national development are:

Regional Development Strategy Quadrant |

The main strategy needs to be done in the area included in the first quadrant is "increased efficiency in
the management of the area, while maintaining the performance of the competitiveness of the region, especially
in anticipation of a decline in the manufacturing sector which will switch on the trade sector".

The direction of the development of regional (spatial) area included in the first quadrant needs to be
done by local governments, among others:

a. Upgrading system of urban services that are designated as National Activity Center (PKN) which has a
function in the service of national scope or several provinces covering an area Urban Gresik, Surabaya-
Sidoarjo and Malang

b. Stabilization of industry, trade, and commercial services comprising the Metropolitan corridor that includes
the area in the city of Surabaya, CBD (Central the Business District / CBD) Surabaya, High Tech Industrial
Park (HTIP) in Surabaya and Sidoarjo,Gempol industry region in Pasuruan, Commercial Area in Lawang,
Malang City Central Business District, and Tourism Center Stone) in Surabaya.

Based on the direction of the urban system and the establishment of strategic metropolitan region, then in the
city of Surabaya, Kota Batu, Sidoarjo, Gresik, Malang with the following strategies:
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1.Increasing completeness of infrastructure areas of infrastructure support economic activity

2.Increasing transportation infrastructure that can encourage the spread of wvarious commodities,
agriculturalproducts and industrial raw materials and increase the mobility of people.

3.Developing regional centers of agro-industry

4. Developing activity urban region that includes fisheries, industry, and trade in services

5. Developing tourism region

6. Developing inter-regional accessibility of urban settlements

7. Developing industry-based agricultural and extractive industries manufacturing industry in the form of
industrial zones (Shorebase Industrial Estate)

8.Build regional trash high-tech and environmentally friendly

9. Developing small industry / crafts.

10.Increasing educational facilities

11.Developing renewable energy

12.Increasing health care coverage

13.Increasing intensive investment

14.Increasing early warning and disaster mitigation

Quadrant Il Regional Development Strategy

This quadrant characterize regions that are still less competitive due to the limitations of the input
factors forming regional competitiveness, so the main strategy of regional development that is needed is
"enhancement factors of competitiveness indicators and accompanied by increased efficiency"”, even though it
has a level of efficiency good enough to sustain economic performance has been good.

Areas that exist in this quadrant should be directed to the development of competitiveness with the
following strategies:

1. Increasing seed crop farming sector to support food security and processing industry.

2. Increasing fishery production and competitiveness of fisheries production.

3. Developing leading sectors of oil and gas energy.

4. Upgrading added value and competitiveness of petroleum and gas

5.Developing urban settlements

6.Management and control around the mining area

7.Upgrading quality of the environment around the mining area through the establishment of a buffer zone
8.Developing activities for agriculture downstream industries to increase employment and spur the growth of
sectoral

9.Increasing capacity and class roads in the area that connects the region with industrial agriculture and export
port

10.Developing industry supporting seed sector

11. Increasing transportation access to the industry.

12.Developing marketingfacilities with regional services.

13.Developing trade and services to support activities of urban growth resulting multiplier effect on the growth
of the leading sectors (agricultural crops, fisheries, oil and gas mining, quarrying, and industrial).

Quadrant 111 Regional Development Strategy

This quadrant characterize regions that have high competitiveness, but it still require a
bettertransformation process again so that an increase in output indicators (GDP), especially for the areas of
processing industry sector is still underdeveloped. The main strategy needs to be done is to "increase the
promotion of the region and the need to encourage the development of investment and value-added industry-
wide to improve economic performance".
Avreas that exist in this quadrant should be directed to the development of value-added through Agroindustry
development and Agropolitan with the following strategies:
1.Upgrading infrastructure to strengthen the region's role as agropolitan.
2.Developing natural resources optimally local seed and support small and medium-sized industrial society as a
major supplier of regional markets.
3.Developing agribusiness trade and services that can support the local tourism activities.
4.Developing commodity clusters in order to accelerate the growth of commodity and commaodity organizing
regional development.
5.Expansion products and improving the local economy with efforts to create a local market linkages with
regional markets.
6.Upgrading human resources with a focus on the agricultural sector, particularly research innovations that can
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make a comparative advantage in leading sectors.

7.Strengthen institutional coordination within the cluster Agropolitan to create synergy between the
implementation of development,

8.Upgrading cooperation with other parties in the development area to encourage the development of leading
sectors,

9.Creating conducive investment climate in terms of the order of rules / regulations, security, social stability,
provision of infrastructure, as well as the readiness of human resources.

Quadrant IV Regional Development Strategy

Regionss which exist in this quadrant shows the competitiveness and production of low areas. In order
for regional competitiveness can be increased more in this region. It is necessary to apply the main strategy of
"increasing capacity of encouraging regional competitiveness factors".

Regions that exist in this quadrant should be directed at improving the competitiveness of the region to
encourage the competitiveness of products, with the following strategies:

1.Urging agriculture, plantation, animal husbandry and fishery development as a major sector in the economic
growth in Madura.

2.Developingagropolitan cluster based on the superiority of natural resources that are renewable and sustainable
from the nature aspect.

3.Developing agribusiness sector supported by the development of regional infrastructure without depending on
a specific area. Regional infrastructure is focused on increasing production, distribution, and marketing of
leading commodity.

4.Developing agribusiness trade and services that can support economic activities in agropolitan.
5.Products expansion and improving the local economy to create a link between local markets with regional
markets.

6.Upgrading human resources for a focus on the agricultural sector, particularly research innovations that can
make a comparative advantage in leading sectors.

7.Strengthen institutional coordination to create a synergy of development and the accelerated development of
underdeveloped areas.

8.Upgrading cooperation with other parties in the development of the region to encourage the development of
leading sectors.

9.Creating conducive investment climate in terms of the order of rules / regulations, security, social stability,
provision of infrastructure, as well as the readiness of human resources.

Limitations OfResearch

Firstis determining regional competitiveness indicators method, based on Regulation 54 of 2010, which
incidentally the policy user product. This could lead selecting indicators to measure competitiveness. In
addition, the selection of the core indicators of regional economic performance indicators is done with FGD
process that invites the whole BAPPEDA regencies / cities in East Java. The process of determining main
variable does have limitations, particularly with regard to the subjectivity of the importance of each indicator to
be incorporated into the core indicators determining regional competitiveness.

Second is variables measured competitiveness tends to macro indicators of regional economic
performance aspects. While the micro level such as the competitiveness of business actors or industry in each
region have not been measured. On the other hand, micro indicators also reflect regional excellence to supply
facilities and certain economic activity atmosphere. However, because the researcher has a subjective interest to
the results of this research, the time and resources are limited, competitiveness indicators in this study only
focuses on macro-economic performance indicators region.

Closing
IV.  Conclusion

The research findings can be summarized as follows:

1.The studyof East Java regency/ city competitiveness revealed: First, in term of the strength / ability, Kediri
occupied the top rank, followed by Blitar and Mojokerto. While the last position was occupied by Sampang.
Secondly, based on the analysis of public service aspect, Malang regency resided the first position, followed by
Pasuruan and Madiun. While the last positionwas Sampang. Third, based on the analysis of regional aspects of
the investment, Surabaya had the best ratings,then followed by Sumenep. While the worst was Bojonegoro.
Fourth, Based on the analysis of all aspects of competitiveness (strength / ability, service and competitiveness
regions) Surabaya wonthe first position which followed by Kediri and Madiun. While the region has the worst
competitiveness rankings for all aspects (strengths / abilities, services and regional competitiveness) is
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Sampang.

2. Based on the typology analysis of economic performance and competitiveness, Category | (High Economic
Performance and Competitiveness) occupiedby 12 areas (31.58%), namely: Malang, Banyuwangi, Sidoarjo,
Mojokerto, Jombang, Gresik , Kediri, Malang, Mojokerto, Mediun city, Surabaya, Batu. Category Il (Low
Economic Performance but High Competitiveness) included10 areas (26.32%), namely: Bojonegoro, Nganjuk,
Lamongan, Pasuruan, Jember, Lumajang, Kediri, Blitar, Tulungagung, Trenggalek. Category III (High
Economic Performance but Low Competitiveness) involved 6 areas (15.79%), namely: Ponorogo, Magetan,
Ngawi, Blitar, Pasuruan, and Probolinggo. Category 1V (Economic Performance and Competitiveness Low)
consisted of 10 areas (26.32%), namely: Sumenep, Pamekasan, Sampang, Bangkalan, Tuban, Madiun,
Probolinggo, Bondowoso, Situbondo, and Pacitan.

3.The competitiveness consisting of strength areaindicator, public service facilities, and investment which have
proven to affect economic performance. Investment has confirmed as the greatest influential aspect compared
with regional strength and public service facilities.

V.  Suggestion

The key issue to understand the regional development, especially in regencies / cities in East Java
today, is the less optimal function ofregencies / cities as the centers of economic growth activities and
investment regionally and nationally. Some areas in East Java have not been able to be the activators of
surrounding areadevelopment because of unevenstrength / ability, insufficient public services, and lack of
regional competitiveness. Consequently, it is important to apply appropriate regional development strategy that
is able to direct the policy of spatial development, such as: (a) development of rural areas economy;
(b)development of rural areas and lagging regions infrastructure; (c) increasetransparency and investment; (d)
linkage of urban and rural areas; (€) human resources development policy, and (f) improvement of regencies/
city government institutions quality.

Several attemptswhich were made to strengthen the competitiveness of the regency / city in East Java
in order to support their functions as the activators of national development are:

- Quadrant | areas:improve thearea management efficiency by maintainingcompetitiveness especially by
anticipating the manufacturing sector decreasingwhich will shiftinto the trade sector.

-Quadrant Il areas:improve the competitiveness indicators factors, in less competitive areas due to the
limitations of the input factors which support regional competitiveness, which accompanied with efficiency
enhancement, although it has showed good level of efficiency.

-Quadrant lll:increase the output indicators (GDP), in high competitive area that still require better
transformation process,especially for the manufacturing areas which less competitive. They should be
encouraged to develop extensive investment and value-added industry.

-Quadrant IV:increase the capacity of competitive supporting factors, for competitive yet having low
production area, in order to increase the regional competitiveness.

Regional competitive approach can be synergized with the strategy of surrounding area development
since the objectives of development are not merely strengthen the internal factors but also hold important role in
broader context, which are expected to be able to encourage the region growth. Competitive area will be able to
contribute to build linkages with local / other areas in accordance with the scale and function of the area.

The levelidentification and regional competitiveness mapping will help each region to determine the
future direction of improvement in order to recognize their strengths and weaknesses based on the input and
output indicators so they can increase the local production (GDP). Due to the importance of regional
competitiveness level, it is necessary to conduct continuous study to enhance an objective measurement and
identifythe measuring regional competitiveness indicators.

It is very important to develop the measurement instrument for further research, for example include
the micro level aspect such as the manufacturer or business owner in each region which have not been measured
in this study. It will be very useful in observing the competitiveness of business performers who also play
important role in the establishment of regional economic performance.

References
[1]. Abdullah, P. (2002). Daya Saing Daerah: Konsep dan Pengukurannya di Indonesia. Edisi Pertama. Yogyakarta: BPFE-UGM.
[2]. Alisjahbana, Armida S., dkk. (2002). “Daya Saing Daerah, Konsep dan Pengukurannya di Indonesia”, Y ogyakarta, BPFE.
[3]. Ananda, Chandra Fadjri, 2002, Peran Partisipasi Masyarakat Pada Otonomi Daerah, Lintasan Ekonomi, Vol. XIX Nomor 1, Januari
2002, Fakultas Ekonomi Universitas Brawijaya, Malang.

DOI: 10.9790/5933-06120116 www.iosrjournals.org 14 | Page



Thecompetitiveness and economic performance ofregency / city in east java indonesia

[41.
[5].
[6].

[71.
8.

9.

[10].
[11].

[12].
[13].

[14].
[15].

[16].
[17].
[18].
[19].

[20].

[21].
[22].

[23].
[24].
[25].
[26].
[271.
[28].
[29].
[30].
[31].
[32].
[33].
[34].
[35].
[36].
[37].
[38].
[39].
[40].
[41].

[42].
[43].

[44].

Ananda, Chandra Fadjri dan Edimon Ginting, 2003, Penguatan Kelembagaan Untuk Desentralisasi Fiskal Dalam Kerangka
Kesatuan Nasional, Makalah disampaikan dalam Indonesia’s Desentralization Policy; Problem and Direction pada Socialization
Workshop JICS dan LPEM-FEUI, Malang. Tidak dipublikasi.

Arsyad, Lincoln. 2004. Ekonomi Pembangunan.(Edisi Keempat). Yogyakarta: BP STIE YKPN

Bank Dunia (2004), Indonesia Averting an Infrastructure Crisis: A Framework for Policy and Action, Second ed., East Asia and
Pacific Region Infrastructure Development, Washington, D.C. and Jakarta.

Bank Dunia (2005), “Averting an Infrastructure Crisis”, Infrastructure Policy Brief, January, Jakarta.

Baldwin, John R. and Dixon, Jay, Infrastructure Capital: What is it? Where is it? How Much of it is There? (March 12, 2008).
Canadian Productivity Review Research Paper No. 16.http://ssrn.com/abstract=1507883 diakses pada 22 November 2009

Baltagi, B. H. 2005. Econometric Analysis of Panel Data. John Wiley & Sons, LTD, The Atrium, Southerm Gate, Chichester West
Sussex PO198SQ.

Budihardjo, Eko dan Djoko Sujarto., (1999). “Kota Berkelanjutan”. Bandung. Institut of Management Development. World
Competitive Yerdbook. New Delhi: Vicas Publishing House Ltd.

Calderon C. And Luis Servén. 2006. The Effects of InfrastructureDevelopment on Growth and Income Distribution. Working
Papern. 3400.

Caning, D. 1999. Infrastructure’s Contribution to Aggregate Output. World Bank Working Paper, Number 2246.

Cho, Dong-Sung and Moon, Hwy-Chang. (2003). From Adam Smith to Michael Porter: Evolusi Teori Daya Saing. (Terjemahan
Erly Suandy). Edisi Pertama. Jakarta: PT. Salemba Empat.

Chaniago, Andrianof A., 2001, Gagalnya Pembangunan; Kajian Ekonomi Politik Terhadap Akar Krisis Indonesia, LP3ES, Jakarta
Dollar, David dan E.N. Wolf (1993), Competitiveness, Convergence, and International Specialization, Cambridge, Mass.: the MIT
Press

Eko Budi Santoso Daya Saing Kota-Kota Besar di IndonesiaSeminar Nasional Perencanaan Wilayah dan Kota ITS, Surabaya ,29
Oktober 2009 “Menuju Penataan Ruang Perkotaan yang Berkelanjutan, Berdaya saing, dan Berotonomi”

Egert, Balazs, Kozluk, Tomasz J. and Sutherland, Douglas. Infrastructure and Growth: Empirical Evidence (July 14, 2009). CESifo
Working Paper

Estache, A. 2005. How Much Does Infrastructure Matter to Growth in Sub-Saharan Africa? World Bank Working Paper

Ira Irawati , Zulfadly Urufi , Renato Everardo Isaias Rezza Resobeoen, Agus Setiawan, Aryanto, Pengukuran Tingkat Daya Saing
Daerah Berdasarkan Variabel Perekonomian Daerah, Variabel Infrastruktur Dan Sumber Daya Alam, Serta Variabel Sumber Daya
Manusia Di Wilayah Provinsi Sulawesi Tenggara. J@TI Undip, Vol VII, No 1, Januari 2012

Jense, N., Brouthers, K. and Narkos, G. (1994). “Porter Diamond” or “Multiple diamond”: Competitive Advantage in Small
Europeancountries, In: Yamin M., Burton, F. and Cross, A.R. (Eds). The Changing European Envionment, Proceedings of the 21 th
annual conference of the UK Academy of International Business.Manchester: AIB UK.

Kadir,Abdul. 1995. Energi:Sumber Daya,Inovasi,Tenaga Listrik dan Potensi Ekonomi (Edisi Kedua/Revisi).Jakarta: Ul Press.
Kenyon, Peter & Johnson-Wills, Nick. Perth as an Internationally Competitive City. Future Perth Economy Conference. The
Institute for Research into International Competitiveness. Western Australia Planning Commision, Committee for The Economic
Development of Australia, Ministry for Planning. http://www.curtin.edu.au.iric.

Kuncoro,Mudrajad. 2006. Ekonomi Pembangunan : Teori, Masalah dan Kebijakan. Yogyakarta: UPP STIM YKPN.

Kuncoro, Mudrajad, (2008), Indonesia Bangkit 2008, dikutip dari Artikel Warta Ekonomi, Jakarta

Love, P. E. D., Mistry, D. and Davis, P. R. 2010. Price Competitive Alliance Projects:Identification of Success Factors for Public
Clients. Journal of ConstructionEngineering and Management, 136 (9): 947-956.102 Jurnal Transportasi Vol. 12 No. 2 Agustus
2012:93-102

Moon, R. and Verbeke. (1995). The Generalized Double Diamond Approach to The Global Competitiveness of Korea and
Singapure. In Rugman, A.M. (Ed). Research in Global Strategic Management. Pp . 97-114.A Research Annual.

Moon, R. and Verbeke. (1998). The Generalized Double Diamond Approach to The Global Competitiveness of Korea and
Singapure. International Business Review, 7, 135-150.

Nachum, L. (1998). Do The Diamond of Foreign Countries Shape The Competitiveness of Firms? A Case Study of The Swedish
Engineering Consulting Industry. Scand. J. Mgmt, 14 (4), 459-478.

Ozlem, O. (2002). Assessing Porter’s framework for national advantage: the case of Turkey. Journal of Business Research, 55, 509-
515.

Pakpahan, Arten T. (2005), “Gambaran Belanja Modal Daerah, Dana Alokasi Khusus dan Hibah Pinjaman Luar Negeri Pemerintah
untuk Pembansunan Infrastruktur”, makalah FGD, Jakarta: ISEI.

Permana,Chandra Darma. 2009. Analisis Peranan dan Dampak Investasi Infratsruktur terhadap Perekonomian Indonesia.Bogor:
Fakultas Ekonomi dan Manajemen Institut Pertanian Bogor (IPB).
http://iirc.ipb.ac.id/jspui/bitstream/123456789/11590/2/H09cdp.pdf diakses pada 27 Juni 2010

Pipitone, Romina A. (tt). Lobbying: A New Approach for Agricultural Policies. CIRMET. Universita Degli Studi, Palermo, Italy.
Pi-ying, P. & Lai. (2005). The Competitiveness of Real Estatte Industry in Taiwan. Taiwan: National Pingtung Institut of
Commerce.

Plawgo, B. and Chapman, M. (1998). The Competitiveness of Small and Medium Sized Enterprises. In Proceeding of International
Conference of Small and Medium Enterprises. June. Naples-Italy: ICBS

Porter, Michael E. (1980), Competitiveness Strategy: Techniques for analyzing industries and companies, New York: Free Press.
Porter, M.E. (1985), Competitive Advantage, New York: Free Press.

Porter, M.E. (1986). Competition in global industries: A conceptual framework.In M.E. Porter (Ed). Competition in global
industries. Boston, MA: Harvard Business School Press.

Porter, M.E. (1990). The competitive advantage of Nations. Harvard Business Review, 2 (March/April).

Porter, M.E. (1998a), The Competitive Advantage of Nations: With a New Introduction, New York:

Quantitative Micro Software, LLC United States of America.Prasetyo, R.B. 2008. Ketimpangan dan Pengaruh Infrastruktur
terhadap Pembangunan Ekonomi. Skripsi Sarjana Ekonomi, IPB, Bogor.

Reside, Jr., R. E. 2009. Global Determinants of Stress and Risk in Public-PrivatePartnerships (PPP) in Infrastructure. Tokyo: Asian
Development Bank Institute.

Rugman, A.M. (1991a). Fast Forward: Improving Canada’s International Competitiveness. Toronto: Kodak Canada Inc.

Rugman, A.M. (1991b). Diamond in the rough: Porter and Canada’s international competitiveness. Business Quarterly, 55 (3), 61—
4.

Rugman, A.M. (1992). Porter takes the wrong turn. Business Quarterly, 56 (3), 59-64.

DOI: 10.9790/5933-06120116 www.iosrjournals.org 15 | Page



Thecompetitiveness and economic performance ofregency / city in east java indonesia

[45].
[46].

[47].

[48].
[49].

[50].
[51].
[52].
[53].
[54].

[55].
[56].

[57].

[58].
[59].

[60].
[61].
[62].
[63].

[64].

[65].
[66].

Rugman, A.M. and D’Cruz. (1993). The Double Diamond Model of International Competitiveness: Canada’s Exsperience.
Management International Review, 33 (3), 17-39.

Sabine G.H., 1981, Teori-Teori Politik-Sejarah Pertumbuhan dan Perkembangannya, Jilid 2, Terjemahan S. Hadiatmodjo, Cet. I,
Bina Cipta, Jakarta.

Seethepalli, Kalpana, Bramati, Maria Caterina and Veredas, David, How Relevant is Infrastructure to Growth in East Asia? (April
1, 2008). World Bank Policy Research Working Paper Series, Vol. , pp. -, 2008. http://ssrn.com/abstract=1149100 diakses pada 22
November 2009

Setiadi, E. 2006. Pengaruh Pembangunan Infrastruktur Dasar terhadapPertumbuhan Ekonomi Regional (8 Provinsi di Pulau
Sumatera).Tesis Magister Sains. Program Pascasarjana, Universitasindonesia, Jakarta.

Sibarani, M.H.M. 2002. Kontribusi Infrastruktur terhadap PertumbuhanEkonomi Indonesia. Tesis Magister Sains. Program
Pascasarjana,Universitas Indonesia, Jakarta.

Siregar, Hermanto (2005), “Penyediaan dan Pembiayaan Infrastruktur Dasar, “ makalah FGD, Jakarta: ISEI Pusat

Sukirno,Sudono. 2007. Ekonomi Pembangunan: Proses,Masalah,dan Dasar Kebijakan. Jakarta: Kencana Persada Media Group.
Susantono, B. 2011. Manajemen Infrastruktur dan Pengembangan Wilayah. Jakarta: UlPress.

Tambunan, Tulus (2006), “Kondisi Infrastruktur di Indonesia”, April, Jakarta: Kadin Indonesia

Todaro,P Micahel, Smith C Stephen. 2007. Pembangunan Ekonomi di Negara Dunia Ketiga (Edisi kedembilan)Jilid1.(Haris
Munanda,Puji A.L). Jakarta: Erlangga.

Todaro, M.P. 2000. Economic Development. Addison-Wesley, Harlow.

UK-DTI dan Regional Competitiveness Indicators&Centre For Urban and Regional Studies. 1998. Competitiveness Project 1998
and Regional Banchmarking Report.

Um Paul Noumba, Straub, Stéphane and Vellutini, Charles, Infrastructure and Economic Growth in the Middle East and North
Africa (October 1, 2009). World Bank Policy Research Working Paper Series, Vol. , pp. -, 2009. diakses pada 22 November 2009
UNDP. (2002). Human Development Report. United Nation. New Y ork: Oxford University Press.

Wahyuni, Krismanti Tri.2009. Analisis Pengaruh Infrastruktur Ekonomi dan Sosial Terhadap Produktivitas Ekonomi di Indonesia.
Bogor:Fakultas Ekonomi dan Manajemen.Institut Pertanian Bogor

WEF (2005), The Global Competitiveness Report 2005-2006, Geneva: World Economic Forum.

WEF (2006), The Global Competitiveness Report 2006-2007, Geneva: World Economic Forum.

WEF (2007), The Global Competitiveness Report 2007-2008, Geneva: World Economic Forum.

Winoto, Joyo (2005), ”Peranan Pembangunan Infrastruktur Dalam Menggerakan Sektor Riil”, makalah dalam Sidang Pleno ISEI
Xl, 22-23 Maret, Jakarta.

World Bank (2007). Kajian Pengeluaran Publik Indonesia Bab 5 Infrastruktur
http://siteresources.worldbank.org/INTINDONESIA/Resources/2262711168333550999/PERFBABS5 -Infrastruktur.pdf diakses pada
22 November 2009

World Bank. 1994. World Development Report: Infrastructure for Development. Oxford University Press, New Y ork.

Yanuar, R. 2006. Kaitan Pembangunan Infrastruktur dan Pertumbuhan Output serta Dampaknya terhadap Kesenjangan di
Indonesia. Tesis Magister Sains. Program Pascasarjana IPB, Bogor.

DOI: 10.9790/5933-06120116 www.iosrjournals.org 16 | Page



