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INTRODUCTION 

East Java is one of the largest industrial 
areas and agglomerations in Indonesia

East Java's Gross Regional Domestic Product 
(PDRB) contribution to Gross Domestic 
Product (GDP) reaches 14.61%, the second 
largest after Jakarta Province



OBJECTIVES OF RESEARCH

To estimate the role of strategic industries on the economic 

performance of the East Java region



THEORITICAL FRAMEWORK (1)

Industrial clusters generate profits if the company is able to create collective 

efficiency, an advantage gained as a result of external economies and joint 

actions

The industrial sector in Indonesia within the cluster tends to gain economic 
benefits simply because it is in the same location 

Furthermore, spatial concentrations can reduce the costs of adjacent corporate 
transactions as well as impact on urbanization savings and localization.

The Role of Industry and The Influence of 

Concentrations



Spatial concentration can be bad if there is low innovation power. This is due to 

the increasingly amount of urbanization while the ability of companies to absorb 

labor is still low.

This situation encourages negative regional spillover. Furthermore, the 
government needs to develop strict regulations in encouraging industry 
innovation.

THEORITICAL FRAMEWORK (2)

Negative Influence of Industrial Concentration



Industrial specialization and spatial concentration can promote alignment with 

sub-sectors or other activities thereby increasing economic efficiency

There is a need for a policy of agglomeration not only concentrated in a particular 
region, but scattered in other regions

THEORITICAL FRAMEWORK (3)

The Active Role of Government



Determination of the development policy of a region should pay attention to 
sector 
(1) superior / strategic, but not ignore other sectors, 
(2) monitoring and evaluation of the function of the region as a prime mover, 
(3) incentive required in the form of investment for a region which has superior 

sectors but still difficult to develop 

One of the government's efforts is establishing strategic sectors in other regions 
and disseminating the concentration and specialization of economic activities in 
the region through interregional capital movement policies.

THEORITICAL FRAMEWORK (4)

Strengthening the Strategic Sector



RESEARCH METHOD

IO is one of the linear analysis that aims to estimate the flow of various 

commodities in various sectors and to estimate the strategic sector that is 

capable of driving regional economic performance 

If the index value of the forwardward linkage (IBL) and the forward linkage 
index (IFL) is greater than 1 in an industry sector, the sector is classified as a 
strategic industry sector.



RESULT AND DISCUSSION

The details of the estimation results of the industry sector strategies in table 

IO East Java Year 2015 are presented in Table 1:

Industrial sector IFL IBL  

Industrial Processing and Preservation of Fish and Water Biota 1,150 1,234 

Industrial of Cooking Oil and Vegetable and Animal Fats 1,585 1,062 

Rice Industry 1,004 1,178 

Industrial Rice Milling (Except Rice), Flour And Starch 1,010 1,036 

Bread and Cake Industry 1,117 1,246 

Cigarette Industry 3,552 1,021 

Basic Chemical Industry 2,438 1,206 

Other Chemical Goods Industries 1,398 1,245 

Pharmaceutical Industry, Chemical Products And Traditional 

Medicines 
1,357 1,303 

Rubber Industry And Rubber Goods 2,671 1,298 

Manufacture of Plastic Goods 2,367 1,311 

Basic Metal Industry 1,847 1,328 

Industrial Metal Goods, Not Machinery and Equipment 1,122 1,249 

 



The estimation results show that the strategic industry is grouped into 3 

parts: the agricultural industries (including fisheries and livestock), food and 

manufacturing industries.

The industry with the greatest IFL value is the tobacco industry. This shows 
that the supply of most of the cigarette industry can be absorbed optimally by 
the final consumption.

But the IBL value of the cigarette industry is still low, the smallest compared 
to other strategic sectors. This shows that the cigarette industry is mostly 
moving on a large scale (although there is a household scale).

RESULT AND DISCUSSION



Other excellent supply-side strategic industries are the rubber industry, the

plastic goods industry and the basic chemical industry.

The needs of various industries such as the food and beverage industry,
packaging industry and other industries that require goods from rubber and
plastic as an intermediate input.

The government needs to strengthen the cigarette industry from the demand 

side by increasing and strengthening the role of the small scale cigarette 

industry and the household scale

Here the role of government should be more optimal in strengthening joint action 

between small-scale business and household-scale business

RESULT AND DISCUSSION



An excellent strategic industry from the demand side is the basic metal industry, 

plastic goods industry, pharmaceutical industry, chemical drug products and 

traditional medicines, bakery and cake industry, other chemical industries and 

fish processing and preservation industries

Another role of basic industry is strategic and large in terms of demand is seen 
in the processing and preservation of fish and water ecology

However, this industry has not been able to generate a large supply because 

the value of IFL is still smaller than the tobacco industry that is 1,150. 

RESULT AND DISCUSSION



CONCLUSION

Based on the results of analysis and estimation shows that from 39 industry 

sectors in East Java, there are 13 strategic industries in pushing economic 

performance. 

The 13 industries are the vegetable oil and vegetable oil industry, rice industry, 
flour and starch industry, bakery and cakes industry, cigarette industry, basic 
chemical industry, pharmaceutical industry, rubber industry, plastic goods 
industry and basic metal industry.

The industry that is quite good in terms of supply and production but very small 
in terms of demand is the cigarette industry. 

The best industries in terms of demand and supply are the rubber and rubber 

goods industry, plastic goods industry and basic chemical industry



SUGGESTION 

The government needs to develop joint-based household businesses and aim 

to strengthen sector linkages

Strengthening the role of the strategic sector is actually done by strengthening 
innovation and technology in order to strengthen the local economy and sector 
linkages
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