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ABSTRACT 
 

Development in an area aims to address inequality – inequality that can increase poverty 
in the region. One of the things that can be done by local governments is to recognize the 
potential of the main sectors that are superior in their regions so that they can encourage 
and increase economic growth which ultimately improves the welfare of the community. 
This study aims to identify the leading sectors in the Regencies/Cities, Provinces of the 
Special Region of Yogyakarta by using secondary data, namely the Gross Regional 
Domestic Product (GDRP) production method for the period 2017 - 2021 obtained from 
the Central Regional Statistics Agency. The analysis used is the location quotient method 
and the regional specialization method. The results obtained are varied where each 
regency / city has its own superior sector. Kulonprogo Regency with Mining and 
Quarrying, Bantul Regency, Processing Industry sector, Gunungkidul Regency with Mining 
and Quarrying sector, Sleman Regency for Corporate Services sector and Yogyakarta City 
with Financial Services and Insurance sector. As for the analysis of regional specialties, 
there is no inter-district / city sector specialization. This is because the sector value 
between the Regency / City and the provincial sector value is close to zero. 
 
Keywords: GDRP, Leading Sectors, Location Quotient, Specialization Index 
 
1. Introduction 

Development is a dynamic concept by looking at a relentless business activity to 
realize a just and prosperous society. As a dynamic concept, economic development 
means creating sustainable change in every aspect of people's lives. The purpose of 
development is to improve the standard of living of the community relatively and 
realize a just, prosperous and prosperous society (Yuniarti et al., 2020). 

As a rule, the development process can only be seen as the result of the growth of a 
country's economy, not just a mere economic phenomenon. In addition, economic 
development has a broad perspective that leads to better conditions through 
measurable and targeted planning. (Todaro & Smith, 2020) defines economic 
development as a multidimensional process with significant changes, both in economic 
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structure and social change, reduction of poverty, inequality and unemployment in the 
context of economic growth. 

Economic development requires not only an increase in national income but also 
sustainable growth. The most basic question is not only how the national income grows, 
but who grows it. If growth occurs due to some rich people, then it can be said that 
growth is more profitable for the rich and takes a long time to achieve income 
equality (Wulandari & Sakti, 2020). 

For this reason, economic development is very multidimensional and variegated by 
taking into account the substance, characteristics and objectives of economic 
development itself (Lee, 2020). The main indicators of economic development are 
economic growth that takes into account the level of poverty, income inequality, and the 
development of the unemployment rate. (Brinkmann, 2018). Economic development 
ultimately leads to an increase in the real per capita income of the population of a 
territory, unless the number of residents below the absolute poverty line increases and 
the income distribution is too high. (Hardiani & Lubis, 2017). 

The basic criterion of economic development is to calculate economic growth which 
measures the value of gross national product (GNP) and gross domestic product 
(GDP). Gross national product is the total amount of goods and services produced by 
individuals and companies of a region located in its own territory and abroad, while 
gross domestic product (2015) is the total value of goods and services produced in a 
region over a certain period of time, taking into account the ownership of factors of 
production (Edwards, 2015). 

Gross domestic product (GDP) is the most complex and representative indicator 
calculated at the macroeconomic level and most accurately reflects the results obtained 
throughout the year. It is used not only for static and dynamic analysis, but also for 
international comparisons. By analyzing resources and usage, it will get meaningful data 
on economic opportunities, growth, and development. In its development, this indicator 
offers the potential to increase income per population, which is an aspect of the 
country's population that leads to an assessment of the standard of living and quality of 
life when compared with demographic indicators (Anghelache et al., 2020). 

Gross domestic product can be calculated on a monthly, quarterly, and annual 
basis. The calculation of GDP is carried out with the aim of medium-term and long-term 
analysis so that useful data are obtained for strategic economic policy making. GDP can 
be calculated on the basis of constant prices and nominal prices. Calculating GDP using 
market prices is the final result of the activity of economic actors over a certain period 
of time. Market price GDP is calculated using two methods, namely the production 
method and the expenditure method. 

The expenditure method is calculated on the basis of increasing the level of 
consumption, the formation of gross fixed capital, government expenditures as well as 
exports and imports of goods and services. Meanwhile, GDP by the income method 
assesses income earned from wages, net income from rent, income from interest and 
income from the profits of companies and individuals. 

In addition to these two methods, GDP with the production method is used to 
calculate the added value generated by the industrial sector so that it can be known 
which sector is the economic base of a region. 
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Yogyakarta Special Region Province (D.I. Yogyakarta) is an area with massive 
development in the south of Java island, where there are four regencies and one city, 
each of which has good economic potential according to the circumstances of the region 
so that it has a different growth rate, economic sector and GRDP. 

Table 1. Gross Regional Domestic Product Value and Economic Growth Rate  
By Regency / City in Yogyakarta Special Region Province  

On The Basis Of Constant Prices 

Area 
GRDP in 2019 Percentage GRDP in 2021 Percentage Growth Rate 

(Billion Rp) (%) (Billion Rp) (%) (%) 

Kulonprogo District IDR 8,770.75 8,59% IDR 8,778.80 8,32% 0,09% 

Bantul County IDR 19,154.76 18,76% IDR 19,773.33 18,73% 3,23% 

Gunungkidul Regency IDR 13,605.07 13,32% IDR 14,216.36 13,47% 4,49% 

Sleman County IDR 35,289.80 34,56% IDR 36,786.97 34,85% 4,24% 

Yogyakarta City IDR 25,285.22 24,76% IDR 26,003.69 24,63% 2,84% 

Prov. D.I. Yogyakarta IDR 102,105.60 100% IDR 105,559.15 100% 3,38% 

Source : Central Bureau of Statistics regencies / cities in D.I. Yogyakarta province.  

Problems in regional development in D.I. Yogyakarta province is the absence of data 
on the base of leading sectors. Of the various sectors contained in the calculation of 
GRDP, the business field method, of course, not all can be run properly. 

From this description, the researcher wants to focus on knowing the potential and 
identifying the leading economic sectors in the Regency / City located in the 
D.I. Yogyakarta area so that it can be used as input in formulating development planning 
and implementation that can ultimately increase economic growth. The researcher took 
the research title "Analysis of Leading Sector Clusters in regencies / cities of the 
Yogyakarta Special Region Province". 

 

2. Literature Review 

Economic growth is one of the indicators used to measure the level of welfare of 
people in a region. A region experiences economic growth if there is a measurable 
increase in production of all economic activities within its territory. For decades, 
regional development has always sought to obtain high economic growth, regardless of 
whether such growth is beneficial to the welfare of the population equally or 
not. Further developments, regional development policy makers began to take into 
account the benefits of economic growth for the community, so that the level of equity 
began to become an indicator for welfare (Badrudin, 2012). 

Quality economic growth is economic growth that is oriented towards job creation 
and can reduce poverty. High economic growth is expected to expand employment 
opportunities so that it can absorb labor in a sustainable manner. Wider employment 
opportunities will increase labor absorption, which is an important factor in efforts to 
reduce the poverty rate. In addition, high economic growth can be an indicator of higher 
incomes of the people so that the poverty rate becomes less and less (Woestho et al., 
2021). 
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The rate of economic growth is the process of increasing per capita output in the 
long term. The term process means that it contains elements of dynamics, change, or 
development. Therefore, economic growth is usually seen over a period of time. The 
rate of economic growth associated with the GRDP per capita of a region, can be used to 
compare regions in absolute terms (Woestho et al., 2020). 

The leading sector is the sector influenced by the existence of an endowment factor, 
which then this factor can develop with the presence of investment activities and 
become the foundation in the development of the economy. The investment criteria for 
leading sectors vary, this criterion is assessed on the basis of the role of the sector has a 
high growth rate, then the sector is able to absorb a relatively large workforce and has a 
high relationship with other sectors and creates great added value (Arifien et al., 2012). 

Economic growth as a quantitative measure that explains the development of the 
economy in a certain period compared with previous periods. There are other factors 
determining economic growth such as natural wealth, the amount and quality of labor, 
capital goods and the level of technology and social systems (Sukirno, 2015). The 
movement of the value rate is formed indirectly from several sectors / fields of the 
economy which can interpret the pace of movement that occurs is an indication of 
economic growth. In addition, economic growth is an important parameter of a region 
to evaluate a success rate of development (Falianty, 2019). 

Regional economic growth is highly dependent on external demand from outside 
the region. The growth of some base sectors will determine the overall regional 
development, while the non-base sector is only a consequence of regional 
development. Goods and services from the exported base sector will generate income 
for the regions as well as increase consumption and investment. The increase in income 
will not only lead to an increase in demand for the base sector, but will also increase the 
demand for the non-base sector, which in turn will encourage an increase in investment 
in the non-base sector (Sjafrizal, 2018). 

The calculation of GRDP is a very important part of macroeconomic theory. GRDP 
can be interpreted as the amount of added value that can be generated by all economic 
units located in a region. In assessing the leading sectors in an area, you can use the 
GRDP expenditure method which calculates the added value of economic actors in an 
area. Meanwhile, the GRDP business field method is used to measure the added value 
generated by various industrial sectors in an area. 

The use of GRDP business field method is suitable for use in determining the 
industrial sector in an area. This is to determine the extent to which the industrial 
sector in the region is experiencing growth or not, so that in the end it can be 
determined the right decision making to improve the industrial sector. In calculating the 
GRDP, the business field method to be more effective, it uses the calculation of GRDP on 
the basis of constant prices, namely by comparing the prices in force in a given year 
with the year set as the basis for measurement. This article will further examine the 
extent of the industrial sector that exists in the Regency / City of D.I. Yogyakarta 
province can increase economic growth. 
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3. Research Methods 

The data used in this study is skunder data obtained from related agencies. The data 
is a time series data for the last 5 years consisting of industrial sectors in the Gross 
Regional Domestic Product (GRDP) of the Regency / City business field method in the 
Province of the Special Region of Yogyakarta. 

a. Location Quotient Analysis 
LQ analysis of a particular sector is carried out by comparing the share of a 

particular sector - either by using the value of output or the number of workers - 
against its total at the regional/local level with the share of that same sector against 
its total at the national level (often referred to as the reference area, i.e. the area 
larger than the analyzed region/local or supra-region). 

The formula, for example by using the output value, is as follows:  
 

𝐿𝑜𝑐𝑎𝑡𝑖𝑜𝑛 𝑄𝑢𝑜𝑡𝑖𝑒𝑛𝑡 =  
𝑆𝑖𝑅

𝑆𝑅⁄

𝑆𝑖𝑁
𝑆𝑁⁄

 

Information: 
SiR : The amount of GRDP in sector i in the Regency/City area 

SR : Total amount of GRDP in regencies/cities 

SiN : The amount of GRDP sector i in the Province area 

SN : The amount of GRDP in the Province 

 There are three conditions that can be characterized in calculations 
using location quotient analysis, namely: 
a) If the value of > 1, indicates that the sector, in addition to being able to meet its 

own needs, also provides opportunities for export to other regions. It can also 
be said that the region is specialized in the sector in question (the sector is the 
base sector). 

b) If the value = 1, indicates the sector can only meet the needs of the region 
itself. Or in other words, the sector in question in the area has the same level of 
specialization compared to the same sector in the national area. 

c) If the value of the < 1, it indicates that the sector does not adequately meet the 
needs of its own territory, so the region must import from other regions. It can 
also be said that the region is not specialized in the sector in question (the 
sector is a non-base sector). 

b. Regional Specialization Analysis 
The use of regional specialization index analysis tools is to find out the level of 

specialization between regions in an economic system. Analysis of the regional 
specialization index was carried out using the Krugman Index to analyze regional 
specialties in the territory of the United States. The calculation model using the 
Krugman Index is as follows:  

 

𝑆𝐼𝑗𝑘 = ∑ | (
𝐸𝑖𝑗

𝐸𝑗⁄ ) − (𝐸𝑖𝑘
𝐸𝑘⁄ )|

𝑛

𝑖=1
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District/City 

Sector 

Information: 
SIjk : Specialization index of Regions J and K 

Eij : GRDP sector i in Region J 

Ej : Total GRDP of Region J 

Eik : GRDP sector i in Region K 

Ek : Total GRDP of K Region 

The measurement criteria are that if the regional specialization index is close to 
zero, then both regions j and k have no specialization, and when the regional 
specialization index approaches the value of two then both regions j and k have 
specialization. The middle boundary between zero and two is one, and therefore if a 
sector has a regional specialization index value greater than one then the sector can 
be considered a sector that has a specialization. To see the high level of 
specialization of one region against other regions, the average value of the regional 
specialization index of each region is used as a comparison. If the analysis uses time 
series data, the increase in the value of the regional specialization index shows the 
increasingly specialized sector / business field between the regions concerned. 

 
4. Results and Discussion 

a. Location Quotient Analysis 

LQ analysis is basically used to find out which sector is the basis of the economy 
in a region. Basically, LQ analysis is an analysis in knowing the position of an area 
whether it has net importer potential or as a net exporter of a certain product or 
sector, by comparing its production and consumption (Basuki & Mujiraharjo, 
2017). The LQ analysis of regencies/cities in D.I. Yogyakarta Province is presented 
in Table 2 below. 

Table 2. Results of Location Quotient Analysis of Regencies/Cities 
 in D.I. Yogyakarta Province 

  

Kulonprogo Bantul Gunungkidul Sleman 
Yogyakarta 

City 
 

 

Agriculture, Forestry, 
and Fisheries 

1,30 0,99 1,81 0,55 1,08 
 

Mining and Quarrying 2,69 0,91 2,22 0,63 0,48 
 

Processing Industry 0,99 1,21 0,77 1,04 0,93 
 

Electricity and Gas 
Procurement 

0,64 1,09 0,69 0,84 1,36 
 

Water Procurement, 
Waste Management, 
Waste and Recycling 

1,31 0,86 1,67 0,48 1,29 
 

Construction 1,54 0,97 0,99 1,21 0,65 
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Large Trade and 
Retail; Car and 
Motorcycle Repair 

1,65 1,07 1,20 0,94 0,76 
 

Transportation and 
Warehousing 

1,68 1,00 1,03 1,12 0,67 
 

Provision of 
Accommodation and 
Drinking Meals 

0,40 1,21 0,66 1,07 1,10 
 

Information and 
Communication 

0,57 0,97 0,92 1,02 1,15 
 

Financial Services 
and Insurance 

0,77 0,77 0,61 0,86 1,52 
 

Real Estate 0,49 0,98 0,52 1,18 1,15 
 

Corporate Services 0,29 0,49 0,46 1,72 0,94 
 

Government 
Administration, 
Defense and 
Compulsory Social 
Security 

1,05 0,96 1,23 0,83 1,10 
 

Educational Services 0,70 0,87 0,79 1,21 1,02 
 

Health Services and 
Social Activities 

0,57 0,76 0,85 0,97 1,36 
 

Other Services 1,43 0,86 1,42 0,89 0,91 
 

Source : Data processed, 2017 - 2021 

 Kulonprogo Regency with an area of 586.27 Km2 has the highest LQ value in 
the mining and quarrying sector with a value of 2.69. The GRDP value in this sector 
is relatively low with an average of Rp. 126,187.62 billion when compared to other 
sectors. The LQ value of the mining and mining sector which is more than 1 (>1) 
means that this sector is a leading sector and has good prospects to improve the 
regional economy. Sequentially, sectors that have an LQ value of more than 1 are 
transportation and warehousing (1.68), Wholesale Trade and Retail; Car and 
Motorcycle Repair (1.65), Construction (1.54), Other Services (1.43), Water 
Procurement, Waste Management, Waste and Recycling (1.31), Agriculture, 
Forestry, and Fisheries (1.30) and Government Administration, Defense and 
Compulsory Social Security (1.05). 

Bantul Regency, a sector that has an LQ value of more than 1 is the Processing 
Industry with a value of 1.21. The processing industry is the sector with the highest 
GRDP with a value of Rp. 2,561,718.28 billion compared to other sectors. In 
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District/City 

Sector 

addition to these sectors, the leading sectors are The Provision of Accommodation 
and Drinking Food (1.21), Procurement of Electricity and Gas (1.09) and Large 
Trade and Retail; Car and Motorcycle Repairs (1.07). 

For Gunungkidul Regency, which is a leading sector and has the prospect of 
improving the regional economy with a high LQ value of more than 1, namely 
Mining and Quarrying of 2.22. Just like Kulonprogo Regency, the GRDP value of 
Gunungkidul Regency is low with a value of Rp. 167,046.12 billion. Successively, the 
leading sectors include Agriculture, Forestry, and Fisheries (1.81), Water 
Procurement, Waste Management, Waste and Recycling (1.67), Other Services 
(1.42), Government Administration, Defense and Compulsory Social Security (1.23), 
Large Trade and Retail; Car and Motorcycle Repair (1.20), and Transportation and 
Warehousing (1.03). 

Sleman Regency, which is located in the north of D.I. Yogyakarta Province, the 
leading sector with an LQ value of more than 1 is the Corporate Services sector with 
a figure of 1.72 with an average GRDP value of Rp. 626,969.94 billion. This sector is 
very dependent on mobility and interaction between consumers and producers so 
that it has good prospects to continue to be developed. The next leading sectors of 
Sleman Regency are Education Services (1.21), Construction (1.21), Real Estate 
(1.18), Transportation and Warehousing (1.12), Accommodation and Food and 
Drink Provision (1.07), Processing Industry (1.04), and Information and 
Communication (1.02). 

The last is the city of Yogyakarta, with an LQ value of 1.52 for the Financial 
Services and Insurance sector, making this sector a leading sector and has prospects 
to continue to be developed. The next sectors that have an LQ value of more than 1 
in order are electricity and gas procurement (1.36), health services and social 
activities (1.36), water procurement, waste management, waste and recycling 
(1.29), information and communication (1.15), real estate (1.15), accommodation 
and food and drink provision (1.10), government administration, defense and 
compulsory social security (1.10), agriculture, forestry, and Fisheries (1.08), and 
Educational Services (1.02). 

b. Regional Specialization Analysis 

The regional specialization approach has a specialization when two regions 
have a value greater than one. Meanwhile, if the index is smaller than one, then the 
two regions are considered to have no specialization. The results of the analysis of 
the regional specialization index are presented in the following table 3. 

Table 3. Results of Regional Specialization Analysis of Regencies/Cities 
 in D.I. Yogyakarta Province 

 
 

 
Kulonprogo Bantul Gunungkidul Sleman 

Yogyakarta 
City 

Agriculture, Forestry, 
and Fisheries 

0,09 0,00 0,23 0,13 0,02 
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Mining and 
Quarrying 

0,02 0,00 0,02 0,01 0,01 

Processing Industry 0,01 0,06 0,07 0,01 0,02 

Electricity and Gas 
Procurement 

0,00 0,00 0,00 0,00 0,00 

Water Procurement, 
Waste Management, 
Waste and Recycling 

0,00 0,00 0,00 0,00 0,00 

Construction 0,13 0,01 0,01 0,05 0,09 

Large Trade and 
Retail; Car and 
Motorcycle Repair 

0,13 0,01 0,04 0,01 0,05 

Transportation and 
Warehousing 

0,08 0,01 0,01 0,02 0,04 

Provision of 
Accommodation and 
Drinking Meals 

0,13 0,05 0,08 0,02 0,02 

Information and 
Communication 

0,13 0,01 0,03 0,01 0,05 

Financial Services 
and Insurance 

0,02 0,02 0,03 0,01 0,05 

Real Estate 0,09 0,00 0,08 0,03 0,03 

Corporate Services 0,02 0,01 0,01 0,02 0,00 

Government 
Administration, 
Defense and 
Compulsory Social 
Security 

0,01 0,01 0,04 0,03 0,02 

Educational Services 0,07 0,03 0,05 0,05 0,00 

Health Services and 
Social Activities 

0,03 0,02 0,01 0,00 0,02 

Other Services 0,03 0,01 0,03 0,01 0,01 

Average 0,06 0,02 0,04 0,02 0,02 

Source : Data processed, 2017 - 2021 
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Table 3 shows the results of the analysis of regional specialization in sectors in 
regencies/cities in D.I. Yogyakarta Province in 2017 – 2021. Based on these results, 
results are obtained that all sectors have a specialization index that is close to 
zero. This shows that all regencies/cities in D.I. Yogyakarta Province do not have 
specific specialties. 

  
5. Conclusion 

Based on the results of the location quotient analysis in regencies/cities in D.I. 
Yogyakarta Province, it produces a superior sector that is varied and diverse. Frequent 
sectors are Agriculture, Forestry and Fisheries, Large Trade, Retail, Car and Motorcycle 
Repair, Transportation and Warehousing and Water Procurement, Waste Management, 
Waste and Recycling. 

The leading sectors in each Regency /City are as follows, Kulonprogo Regency in the 
mining and quarrying sector, Bantul Regency in the processing industry sector, 
Gunungkidul Regency in the Mining and Quarrying sector, Sleman Regency in the 
Corporate Services sector and Yogyakarta City in the Financial Services and Insurance 
sector. The sector has the potential to be exported to other regions so that it can 
generate added value and have the opportunity to increase local income. 

Meanwhile, sectors that have the potential to be developed again include the 
Construction Services sector, Health Services and Social Activities, Processing Industry 
Company Services and Warehousing Transportation. With the development of 
measurable and directed regional potential and by improving infrastructure through 
good regional policies, it can improve the regional economy which in turn can 
encourage community welfare and improve the standard of living of the people in 
regencies/cities in D.I. Yogyakarta Province.  
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