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Foreword 

2019 marks the seventh year of collaboration between the Employers' Association of Indonesia (APINDO) and the Asia 
Competitiveness Institute (ACI). Since 2012, APINDO has supported one of ACI’s flagship research projects on the annual 
study of Indonesia’s sub-national competitiveness. Such localised study requires empirical data from the ground, which is 
gathered through field trips and interaction with the local stakeholders. With provincial chapters across all provinces, 
APINDO is proud to have once again collaborated with ACI by providing coordination support, thus enabling the research 
team to interact with local business owners and operators who are APINDO members, in all 34 provinces of Indonesia.  

Given Indonesia’s diversity, economic conditions for every province greatly differ. The ACI competitiveness study 
has thus helped to identify the key strengths and weaknesses of each province. More importantly, the ACI study provides 
a comparative benchmark for the provinces relative to the national progress, in order to promote desirable and healthy 
competition essential to both provincial and national competitiveness.  

Against this backdrop, APINDO once again extends its support for the release of the Annual Competitiveness 
Analysis and Impact Estimation of Welfare Spending on Fiscal Sustainability of Sub-National Economies of Indonesia. 
Various important value additions can be drawn from this current iteration. In particular, this year’s thematic chapter 
explores the development of five Special Economic Zones and Exclusive Economic Zone in Indonesia, which have 
different areas of focus and levels of development. This edition also continues to provide rich insights on individual 
provinces through the commentaries on recent developments in the 34 Indonesian provinces as well as snapshots of the 
competitiveness profile for each province. The findings of the study have been rightfully placed in context, particularly 
considering the regional and provincial impact of the upcoming capital relocation.  

To sum up, ACI’s continued efforts to enrich its research with useful analysis and information is a testament to the 
institute’s dedication in producing rigorous and meaningful research. I commend ACI for its insightful analysis and hope 
to continue the collaboration with the institute in future projects.  

 
Hariyadi Sukamdani  

Chairman  
The Employers' Association of Indonesia (APINDO)  
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Preface 
 

As the largest economy and most populous nation in Southeast Asia, Indonesia has the potential to be an economic 
powerhouse in the broader Asian region alongside China and India. During President Joko Widodo’s first term, his 
administration implemented various economic reforms and has undertaken a major infrastructure push in the hopes of 
accelerating the country’s development.  

Moving into his second term, President Joko Widodo’s administration continues to face obstacles in realising 
broad-based and sustainable growth as economic activities remain largely concentrated on the Java island. The growth 
potential of the existing 13 Special Economic Zones spread across the country has yet to be fully realised, as local 
governments strive to coordinate with national level directives.  

While most studies on the Indonesia economy have been conducted on a national level, the Asia Competitiveness 
Institute (ACI) at Lee Kuan Yew School of Public Policy (LKYSPP), National University of Singapore (NUS) has 
understood the need to focus greater attention at the subnational levels in Indonesia. Thus, the institute has been conducting 
an annual empirical study to analyse and rank the competitiveness of Indonesia’s six regional and 34 provincial economies. 
The information and findings from this study ought to assist policymakers to better understand each province’s strengths 
and weaknesses, enabling them to enhance competitiveness at the provincial and regional levels. Increasing 
competitiveness at these sub-national levels ought to help foster more growth engines beyond the region of Java and aid 
the country in developing more balanced growth across the country.  

Currently in its seventh iteration, ACI has also taken into account the widely-anticipated capital relocation from 
Jakarta to East Kalimantan, considering its impacts for the provinces in question and their peripheral stakeholders. This 
edition also includes a chapter on Indonesia’s Welfare Spending and Budget Sustainability, a pertinent issue ahead of the 
expenditure and financing issues for the purpose-built capital city. There is also a useful stock-take of the existing and 
upcoming SEZs as part of a study commissioned by Singapore’s Economic Development Board (EDB) and Indonesia’s 
Coordinating Ministry for Economic Affairs (CMEA). 

Overall, this book attempts to address important policy concerns pertaining to the competitiveness of the sub-
national economies in Indonesia. I am confident the insights from this book will add to our understanding of dynamics of 
competitiveness in the country. 

 
 

Ramkishen S. Rajan  
Yong Pung How Professor  

Lee Kuan Yew School of Public Policy  
National University of Singapore  
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5.20  Commentary on Recent Developments in North Maluku, 2017-2019 

By: Muhammad Asril Arilaha 
Universitas Khairun 

Province Location 

 
Source: ACI. 

 
5.20.1 Economic Conditions 
North Maluku recorded an economic growth of 7.92 
percent in 2018, the highest in the Maluku-Papua region. 
GRDP at constant price has been increasing each year, but 
growth has been fluctuating with an overall slowdown 
from 2010-2017. During the period of 2017-2019, average 
regional production increased by Rp18 trillion per year, 
derived from the three top sectors: agriculture, forestry 
and fishery (Rp4,55 trillion per year), automotive (Rp3.18 
trillion per year) and public service (Rp2.97 trillion per 
year) 

Demand has slowed during this period due to 
declining government expenditure and the lack of 
investments. In terms of supply, the decline in the number 
of productive sectors is attributed to three factors, namely: 
government expenditure, weather conditions, and inter-
islands accessibility. Meanwhile, export contributions 
were relatively low, at 6.37 percent per year average. 

While economic resources have not been fully 
optimized, most provincial economic sectors except that 
of corporate services, have been adequately competitive 
relative to other provinces. Moreover, apart from the well-
performing agriculture, forestry and fishery sector, the 
remaining 15 sectors in the province have shown progress 
in relation to national benchmarks. 

5.20.2 Social Conditions and Development 
North Maluku's score 67.76 on the HDI in 2018, placing 
it in sixth place in the Sulampua region. To reduce infant 
mortalities, the government has optimized healthcare 
centers and early childhood education providers through 
an integration program. Additionally, the government 
has also established a program to improve basic 
immunization services, optimize the distribution of 
medical personnel, monitor doctors and midwives’ 
certification, and enhance dietary intakes by supplying 
the locals with fish-based food. 

Expected years of schooling improved from 13.56 
in 2017 to 13.62 in 2018. The mean years of schooling 
saw a low 8.72 in 2018 due to rising education costs 
across all level. School dropout rates, especially at the 
junior high school level, are increasing. This directly 
reflects the quality of human resources in the province. 
Average school participation rates within the 2012-2018 
period are 94.06 percent for elementary school, 67.47 
percent for junior high school, and 58.02 percent for 
senior high school. 

Labour force increased from 512,200 people in 
2017 to 541,446 people in 2018, bringing local 
participation rate to 65.21 percent. Unemployment rate 
decreased from 5.33 percent in 2017 to 4.77 percent in 
2018.
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5.20.3 Provincial Government Policies 
The government needs to pay attention to three areas in its 
policymaking process:  the proportion of the processing industry’s 
output to regional output; population density in main 
cities/regencies; and to level the pace of development of sub-
districts. In terms of production capacities, both qualitatively and 
quantitatively, of the main commodities (agriculture, fishery and 
mining), the region needs supportive policies to increase added 
value in production processes. Considering the region’s 
archipelagic nature, this would involve opening road accesses and 
improving the quality and quantity of transportation between the 
regions. 

The government has made efforts to ensure smooth traffic 
and reduce logistic freight costs in the region through the Ministry 
of Public Works and Housing, by taking on a Rp263.53 billion 
project in the Central Halmahera Regency for infrastructure 
(Rp173.72 billion), housing (Rp72.36 billion) and drinking-water 
facilities (Rp17.45 billion). Additionally, the government has been 
building the Weda-Sagea road since 2016, with a contract value of 
Rp51.51 billion. 18.14 kilometers out of the targeted 60.80 
kilometers has been completed. The road is expected to be 
completed in 2018. 
  
5.20.4 Local Political Scene 
Governor Abdul Ghani Kasuba and Vice Governor M Natsir Thaib 
are leading North Maluku province for the 2014-2019 term. Their 
vision is to create a “healthy, developed, safe, harmonious, smart, 
righteous, and fair” North Maluku. The Governor is a cleric and 
senior member of PKS. He previously served as a member of the 
DPR and was the first Deputy Governor of the definitive 
government. He won the 2018 provincial elections with 176,669 
votes, with the support from the PDIP and the PKPI.  

The DPRD is dominated by PDIP with seven seats; Golkar 
and Gerindra with six seats each; PKS and Hanura take the 
remainder with five seats each. Other parties in the DPRD include 
Democratic Party (4), PKB (3), PPP (2), Perindo (2), PAN (1) and 
Berkarya (1).

Key Economic Indicators, 2017 

Land Area (km2) 31,983 
Population  
Total Population 1,209,300 
Urban Population (%) 28.08 

  Poverty Rate (%) 6.35 
Labour Force 516,231 
Labour Force 
Participation Rate (%) 42.69 

Gross Regional 
Domestic Products 
(GRDP)–2010 prices 

Rupiah 
(million) 

GRDP 23,210,860 
GRDP (non-minerals) 20,960,000 
GRDP per capita 19.19 
GRDP per capita 
(non-minerals) 17.33 

Economic Composition % of GRDP 
Primary Sector 31.67 
Secondary Sector 14.07 
Tertiary Sector 54.26 
Trade 
–2010 prices 

Rupiah 
(million) 

Exports 2,622,073 
Imports 1,441,977 
Top-3 exports: Iron and steel; Ore, crust and 
metal ash; and Fish and shrimp 
Top-3 imports: Mineral fuels; Boilers, 
machinery and mechanical equipment; and 
Vehicles along with spare parts 
Infrastructure  

  Paved Roads (km) 3,685 
Domestic Air Traffic 
(Passengers) 1,011,161 

International Air Traffic 
  (Passengers)  0 

Domestic Cargo at 
  Seaport (Tons)  5,306,634 

International Cargo at 
  Seaport (Tons)  2,156,296 

  Source: BPS Indonesia compiled by ACI.  
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