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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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By: Eddy Jajang Jaya Atmaja
Universitas Bangka Belitung

Commentary on Recent Developments in Bangka Belitung Island, 2017-2019

Province Location

Bangka’ #
Belitung
+ " Islands

Sumatra

Source: ACI.

5.4.1 Economic Conditions
Bangka Belitung Islands' economy grew by 4.45 percent
in 2018, slower than the 4.47 percent growth recorded in
2017. Almost all sectors experienced growth, except the
fields of Mining and Excavation, and Waste Management
and Recycling, which contracted by 1.08 percent and 5.60
percent respectively.

Significant growth was recorded in Information and
(10.72
Administration, Defense, and Mandatory Social Security

Communications percent),  Government
(9.18 percent) and Education Services (9.00 percent). In
terms of production, Agriculture, Forestry and Fishery
were the main sources of growth. As for expenditure,
Household Consumption Expenditure recorded the
highest growth.

The province's GRDP at current price in 2018
peaked at Rp73.07 trillion, and GRDP per capita reached
Rp50.05 million. In the last five years, Belitung Island's
economic growth is relatively faster than Bangka Island's
due to the former’s increase in tourism activities. In 2018,
the province's export realization was not as favourable as
2017, declining from Rp25.6 trillion to Rp25 trillion in
value. However, imports have increased from Rpl.4
trillion in 2017 to Rp2 trillion in 2018.
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5.4.2 Social Conditions and Development

The province's unemployment rate declined from 3.78
percent in 2017 to 3.65 percent in 2018. Similarly,
poverty rate has also decreased from 6.06 percent in 2017
to 5.25 percent in 2018. Life expectancy also increased
from 69.95 years in 2017 to 70.18 years in 2018. The
province's average years of schooling has also been
raised from 7.78 years in 2017 to 7.84 years in 2018. The
progress across the numerous elements of social aspects
mentioned above have all contributed to the increase in
HDI from 69.99 in 2017 to 70.67 in 2018.

Bangka Belitung Islands is known widely in
Indonesia as a province grounded by strong social
connection. The bond between local citizens have been
the province's most valuable inherited asset over the
years. Most of the residents are Muslim Malays; they are
friendly to immigrants and welcoming towards other
races or ethnicities.

Good relationships can also be observed among
industry players. Unlike in other regions, there has not
been any significant frictions between employers and
their employees. The sense of security, comfort, and
order was reflected in the province's high Consumer
Perception Index of 133, the highest in Sumatra.




5.4.3 Provincial Government Policies

Major changes across local, national, and international levels in
recent years have affected the governance in Indonesia, including
in Bangka Belitung Islands, and its constituent city and six
districts. The changes have pushed all regional governments to pay
closer attention to the particular needs of the public under their
care, which includes incorporating greater accountability into
public services for all stakeholders. The changes are evident in
several laws and regulations.

To improve the province’s appeal to investors, the
government has eased the process of attaining permits with its one-
stop integrated service platform. Along with this, it is providing
local tax reduction for businesses. Their initiatives cohere in the
plans for the SEZ in Tanjung Kelayang, Belitung. The provincial
government has delegated its authority to the Belitung regency so
that investors in the SEZ can process their permits without having
to make an additional trip to Pangkal Pinang, the official capital of
the province

5.4.4 Local Political Scene

The pro-growth focus of Bangka Belitung Islands is apparent in
the executive leadership. The government is led by Erzaldi
Rosman, who is currently serving the 2017-2022 term. Bangka
Belitung has been changing for the better every year thanks to him,
despite the ambivalently tense yet harmonious relationship
between him and the legislative government. An opposition does
not exist in the DPRD even though Erzaldi comes from the Great
Indonesia Movement Party (Gerindra) — an opposition party in the
2019 presidential election.

The 45-seats DPRD is dominated by the PDIP with 10 seats,
followed by the Party of the Functional Group (Golkar) and
Gerindra with six seats each, and National Democrat (NasDem)
the Democratic Party with five seats each.
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Key Economic Indicators, 2017

Land Area (kmz) 16,424
Population

Total Population 1,430,900
Urban Population (%) 53.90
Poverty Rate (%) 5.30
Labour Force 699,017
Labour Force 48.85
Participation Rate (%)

Gross Regional Rupiah
Domestic Products (million)
(GRDP)-2010 prices

GRDP 50,007,750
GRDP (non-minerals) 43,352,000
GRDP per capita 34.93
GRDP per capita

(non-minerals) 30.29
Economic Composition % of GRDP
Primary Sector 31.45
Secondary Sector 31.30
Tertiary Sector 37.23
Trade Rupiah
—2010 prices (million)
Exports 17,814,799
Imports 712,230

Top-3 exports: Goods made of tin; Mineral fuels,
mineral oil products; and Animal and vegetable

fats and oils

Top-3 imports: Mineral fuels and mineral oil
products; Ships, boats, and floating structure;
and Nuclear reactor, boilers, and mechanical

appliances

Infrastructure

Paved Roads (km) 4,440
Domestic Air Traffic

(Passengers) 3,029,327
International Air Traffic

(Passengers) 2,038
Domestic Cargo at

Seaport (Tons) 8,263,871
International Cargo at

Seaport (Tons) 509,723

Source: BPS Indonesia compiled by ACI.
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