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INTRODUCTION 
 
Since the era of regional autonomy, the system of regional government administration has been delegated from the central 

government to regional governments. Regional economic development aims to improve the welfare and prosperity of the people. 

The success of economic development is highly dependent on the policies and regulations made by the region in determining 

sectors that are the top priority for encouraging regional economic growth (Amalia, 2012). Economic growth in Palopo City is 

quite stable, only it showed a slowdown wherein 2013 it had reached 8.02%, it had to go down in 2014 to 7.05 %, in 2015 it fell 

again to 6.47% and in 2016 it rose to 6, 95 %, in 2017 it will be 7.17 % and in 2018 it will be 7.52%. The slowing economic 

growth was caused by the decrease in contribution from the wholesale and retail trade sector, car and motorcycle repair. As for 

the growth rate of the wholesale and retail trade sector, car and motorcycle repairs, namely in 2013 amounted to 15.28 %, in 

2014 amounted to 13.26 %, in 2015 amounted to 12.21%, in 2016 amounted to 10.84 %, in 2017 amounted to 10, 19% and in 

2018 amounted to 9.15 %.  

 The government through the Palopo City RPJMD in 2018-2023 set the wholesale and retail trade sector, car and 

motorcycle repair to be a leading sector because it has a contribution to the regional economy. But according to Arsyad that the 

sector with the largest contribution to the total regional economy (GDP) has not been adequately categorized as a leading sector 

(Gunawan, 2015). Determination of leading industries is needed as the main driver of the regional economy of Palopo City. 

Regions that are unable to develop their sectoral potential effectively and efficiently tend to be left behind and underdeveloped 

(Brown, Greskovits and Kulcsár, 2007). Regional economic sectors can be categorized as leading sectors based on high growth 

rate (productivity) criteria, high sectoral added value, competitive advantage and specialization. Based on these conditions 

further analysis of sector shifts and growth is needed as an effort to identify the leading sectors of the City of Palopo based on 

predetermined criteria. 

Abstract 
Leading sector commodity is the main driver of the regional economy of Palopo City. Effective and efficient management of the 

economic sector can increase investment and create new jobs. The economic sector is categorized as superior having several 

criteria including high growth rate (productivity), high sectoral added value, competitive advantage and specialization. Therefore 

an in-depth analysis of growth and sector shift is needed to determine the leading sector in Palopo City based on established 

criteria determined. This research is a quantitative study using secondary data in the form of PDRB Palopo City and South 

Sulawesi Province  time series 2013-2018. Data analysis techniques are the Classic Shift Share and Shift Share Analysis 

Marguillas. The results of the calculation of the Shift Share analysis of the growth and shift of the economic sector in Palopo City 

indicate that the electricity and gas procurement sector; wholesale and retail trade, car and motorcycle repair; information and 

communication; and health services and social activities have the value of proportional shift (PS), differential shift (DS) and net 

shift (net shift) are positive means the sector has a fast growth rate, high competitiveness and progressive (advanced). While the 

results of the analysis of Shift Share modification Estaban Marguillas shows that the electricity and gas procurement sector; 

wholesale and retail trade, car and motorcycle repair; transportation and warehousing; real estate; and health services and social 

activities are specialized sectors and have a competitive advantage in the City of Palopo. Based on an analysis of growth and shifts 

in the regional economic sector in the City of Palopo, it shows that the sectors that meet the leading sector criteria together are 

high growth (productivity), competitive advantage, specialization and high added value are the electricity and gas procurement 

sector ; wholesale and retail trade, car and motorcycle repair; health service sector and social activities. 
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a. Gap of the problem 

Based on this description, the focus of the problems that formulated in this study are as follows: 

1. How is the shifting and growth of the sector for the economic development of the City of Palopo? 

2. What sectors are the leading economic growth in Palopo City? 

 

b. Research purposes 

The purpose of this study is based on the problem formulation as follows: 

1. Analyzing sectoral shifts and growth in the economic development of the City of Palopo. 

2. Analyzing the sector which is the leading economic growth in Palopo City. 

 

LITERATURE REVIEW 

Regional Economic Development 

 Regional economic development aims to improve the welfare and prosperity of the local community. Governments as 

regional stakeholders need to develop quality, fair, sustainable and environmentally sound economic development policies, 

especially those directly related to the utilization of the potential and resources of the region. Basically the regional economic 

principles are similar with the principles of the national economy. Economic development of each region varies depending on 

the potential and availability of natural resources owned by the region. To develop the regional economy, the government is 

expected to be able to develop and utilize the potentials that are owned and pay attention to the aspirations of a growing and 

developing community (Badri, 2009). Regional economic development is determined by the availability of capital by knowing 

the potential that is superior to the region, resulting in appropriate development and management policies. The quality of goods 

and services produced through appropriate management processes can increase market demand from both inside and outside the 

region. According to Nugroho, economic interaction between regions is unavoidable because each region needs each other, 

especially in meeting the needs of their respective regions (Sun’an and Senuk, 2015). Regional economic development is a major 

component that drives the acceleration of regional economic growth. Identification of leading regional sectors is needed to 

increase demand for the production of goods and services in it and provide a multiplier effect for increasing regional income 

flows, boosting investment and creating new jobs in the region. 

Economic growth 

 Economic growth is part of regional economic development. In general, regional economic development is not only 

measured through the GDP but also considers other social problems involving unemployment rates, the percentage of poor 

people and the availability of new jobs. Economic growth is a process that causes income per capita population to increase in the 

long term (Syahputra, Hamzah dan Syahnur, 2015). Growth is seen as a continuous and continuous process that involves major 

changes to the social structure and ideological values of the nation. Fluctuating regional economic conditions describe economic 

growth that occurs within a certain time. The level of economic growth in an area is very much determined by government 

policies in particular in the economic field. Economic growth is significant in the process of formulating regional policies 

because it provides an overview of the condition of the regional economy and how the social impact it causes for the wider 

community. Based on the economic base theory, economic growth is directly related to the amount of demand for goods and 

services from outside the region or the amount of export value of goods and services out of the region. The main constraint of 

economic growth in a region is not on the supply side but the real challenge means that the constraints on growth. the economy 

is not investment, capital availability or ability but is influenced by the large demand for goods and services produced by the 

leading sector of the region (Chandra, 2006). Mutual relations between sectors within the scope of the regional economy as a 

whole are expected to stimulate the growth of the non-base and non-leading sectors in the region. 

The Concept of Regional Competitiveness 

 Competitiveness is very important to maintain the existence of products and services that are superior regions that are 

oriented to the quality of the production process and the quality of the output produced. Competitiveness is very necessary to 

encourage the economic performance of a region. Competitiveness is something abstract and invisible, appearing in the form of 

competition between actors and the economic sector. Regional competitiveness occurs when each sector and commodity which 

is a superior region fight for markets outside the region by highlighting the superiority of the products offered. This condition 

will attract market interest from outside and increase demand for goods and services from other regions. Regional 

competitiveness is not only focused on government efforts to expand the market for goods and services produced but in the 

broader context the concept of regional competitiveness can be interpreted as an effort which is carried out by the government in 

improving the welfare of its people. Competitive advantage (regional competitiveness) is more directed at the ability of regions 

to produce goods and services that can compete with products from other regions in the national/foreign/global market. An area 

that has a competitive advantage can be seen from the contribution of exports of goods and services to the increase in regional 

income. 

METHODOLOGY 

Data types and sources 
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 This research was conducted in Palopo City, South Sulawesi Province. As for the method in this study, it was 

quantitative, where the data used was secondary data in the form of GRDP in Palopo City and Sulawesi Province Selatantime 

series 2013-2018 from BPS publications. 

Data analysis method 

 According (Muta’ali, 2015) classic Shift Share Analysis is used to determine the magnitude of sectoral added value 

which is influenced by three main components of regional growth, namely Regional Share (RS), Proportional Shift (PS) and 

Differential Shift (DS). Proportional shift (PS) gives a picture of the relative change in the growth of the regional sector 

compared to the growth of the same sector at a broader level (National / Province). Differential shift (DS) gives an idea of how 

far the change in competitiveness of the regional economic sector is compared to the competitiveness of the same sector at a 

broader level (National / Provincial). Based on the three components, a net shift value (SNij) value can be obtained that can be 

used to identify regional sector growth whether progressive or not progressive. According to Soepono, the Proportional Shift 

(PS) and Differential Shift (DS) components are more critical than the Regional Share component in the analysis of regional 

economic growth (Muta’ali, 2015). According Muta’ali that the interpretation of the PS and DS values are as follows: 

The meaning of PS (Mij) 

a. PS (Mij) value negative or <0 indicates that the growth rate of sector i in the analysis area is slower than the growth rate 

of the same sector in the reference region. 

b. A positive PS value (Mij) or> 0 indicates that the growth rate of sector i in the analysis area is faster than the growth 

rate of the same sector in the reference region. 

The meaning of DS (Cij) value 

a. A positive DS value (Cij) or> 0 indicates that the idi sector in the analysis area has higher competitiveness compared to 

the competitiveness of the same sector in the reference region. 

b. A positive DS value (Cij) or> 0 indicates that sector i in the analysis area has higher competitiveness compared to the 

competitiveness of the same sector in the reference region. 

To find out the amount of sectoral added value and components of regional growth with the following formulation: 

Dij = Nij + Mij + Cij 

To calculate the components of Nij, Mij, Cij can be calculated: 

Nij = Eij.rn 

Mij = Eij (rin-rn) 

Cij = Eij (rij-rn) 

Source: (Muta’ali, 2015) 

Note : 

Di, j  = Changes in sector / subsector i GDP in Palopo City 

Ni, j  = Changes in sector / subsector i GDP in Palopo City caused by the influence of regional    economic   

growth in South Sulawesi Province 

Mi, j  = Changes in sector / subsector i GDP in Palopo City caused by the influence of sector i    growth in 

South Sulawesi Province 

Ci, j  = Changes in sector / subsector i GDP in Palopo City caused by sector i competitive    advantage 

in Palopo City 

 

The growth rate values are formulated as follows: 

rij = (E * ij - Eij) / Eij 

rin = (E * in - Ein) / Ein 

rn = (E * n - En) / En 

Source: (Ma’mun dan Irwansyah, 2013) 

Note : 

rn  =  South Sulawesi GDP growth rate 
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rin  =  Growth rate of sector i South Sulawesi Province 

rij  =  Growth rate of sector i in the City of Palopo 

Eij  =  GDP sector / subsector i in Palopo City in the beginning of the analysis 

E * ij  =  sector / subsector i GDP in Palopo City at the end of the analysis 

Ein  =  GDP sector / subsector i in South Sulawesi Province in the initial year of     analysis 

En  =  total GDP in South Sulawesi Province in the initial year of analysis 

Ei * n  =  sector / subsector i GDP in South Sulawesi Province the final year of     analysis 

E * n  =  total GDP in South Sulawesi Province at the end of the analysis 

 

Based on these formulations, the Shift Share equation for sector i can be summarized as follows: 

Dij = Eij.rn + Eij (rin-rn) + Eij (rij-rin) 

SNij = Mij + Cij 

Source: (Muta’ali, 2015) 

Note : 

SNij  =  Net Shift (Net Shift) sector i in Palopo City 

The Meaning of Net Shift :  

a. SNij > 0 indicates that sector i growth in the analysis area is progressive, and 

b. SNij < 0 shows that the growth of sector i in the analysis area is not progressive. 

 

 Shift Share Analysis Marguillas are used to break down the differential shift component (DS) into a component of 

specialization and competitive advantage or better known as the effect of allocation effects (Aij). These components can identify 

the existence of the leading sector in the Palopo City area based on the criteria of specialization and competitive advantage. To 

determine the effect of an economic allocation effect on a region with the following formulation: 

E * ij  =  Ej (Ein / En) 

Ci * ij  =  E * ij (rij - rn) 

Aij  =  (Eij - E * ij) (rij - rin) 

Dij  =  Eij (rn) + Eij (rin-rn) + E * ij (rij - rin) + (Eij -E * ij) (rij - rin) 

Source: (Ma’mun dan Irwansyah, 2013) 

Note : 

Aij  =  Effect of sector i allocation in Palopo City 

(Eij-E * ij)  =  Level of specialization of sector i in the City of Palopo 

(rij-rin)  =  Level of competitive advantage sector i in the City of Palopo 

Table 1 The possibilities that occur from the allocation effect 

 

 

 

 

 

 

Source: (Muta’ali, 2015) 
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RESULTS AND DISCUSSION 

Classic Shift Share Analysis Results 

 Classical Shift Share Analysis is one of the analyzes used in determining the leading sector of an area based on the 

criteria of growth rate and sectoral added value to the regional economic development of Palopo City. The basic theory of Shift 

Share analysis assumes that regional economic growth or sectoral added value is basically influenced by three main components 

including Regional Share (RS), Proportional Shift (PS) and Differential Shift (DS). Shift Share Analysis describes the growth 

and shifts in the regional economic sector that occurred in Palopo City in the period 2013-2018. The results of the Shift Share 

analysis calculation are as follows: 

Table 2. Shift Share Analysis of Regional Economic Sectors in Palopo City in 2013-2018 (Million Rupiah) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Processed data 

 Table 2. shows the results of the calculation of the Shift Share analysis of the Regional Share (RS) component of the 

Palopo City economic sector showing that the RS value is positive at 1.538 trillion, meaning that the growth of GDP in South 

Sulawesi Province has a positive influence on the growth of Palopo City's GDP. The second component of the Shift Share 

analysis, Proportional Shift (PS) is positive at 86 billion, indicating that the economic growth of the Palopo City area is faster 

than the economic growth of South Sulawesi Province. Palopo City's economic growth is concentrated in sectors that have a 

faster growth rate than the growth rate of the same sector in South Sulawesi Province. Some sectors that have a fast growth rate 

are the electricity and gas procurement sector; water supply, waste management, waste and recycling sectors; wholesale and 

retail trade, car and motorcycle repair; the sector of providing accommodation and food and drink; information and 

communication sector; corporate service sector; education service sector; health service sector and social activities; and other 

service sectors.  
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 Shift Share analysis of the Differential Shift (DS) component is negative, indicating that the component of 

competitiveness or competitive advantage has a negative impact on the economic growth of Palopo City. In general, changes in 

Palopo City's GDP are due to the competitiveness or competitive advantage of the regional economic sector which is lower than 

the provincial sector's competitiveness at the same level. ) in the 2013-2018 period, there was a positive 1.4 trillion indicating 

that there was a positive growth of sectoral value added (Dij) in Palopo City where the large and retail trade sectors; car and 

motorcycle repairs have the largest contribution to the shift in the growth of the total value added (GDP) of Palopo City (36%). 

Then followed by the construction sector (12.03%), agriculture, forestry & fisheries (9.18%), the information and 

communication sector (7.26%), the transportation and warehousing sector (6.36%) and the government administration sector, 

compulsory defense and social security (6.28%). The sector that has high added value is considered as the leading sector because 

it has a large contribution as an economic driver and ultimately becomes a new source of income for the Palopo City area. 

Estaban Marguillas Shift Share Analysis Results 

 Estaban Marguillas Shift Share Analysis is used to overcome the weaknesses of the Classical Shift Share analysis, 

namely the weighting problem caused as a result of competition from the three components of regional economic growth. 

Estaban Marguillas Shift Share analysis is used to determine the leading sector of a region based on the criteria of competitive 

advantage and sector specialization. The calculation result of Estaban Marguillas Shift Share analysis on the performance of the 

economic sector in Palopo City in 2013-2018 is as follows. 

Table 3. Results of Esteban Marquillas Modified Shift Share Analysis on Regional Economic Sector Performance in 

Palopo City 2013-2018. 

 

Source: Processed data 

 Based on the calculation results of Estaban Marguillas Shift Share analysis, there are several sectors that specialize as 

well as having a competitive advantage in the City of Palopo, namely the electricity and gas procurement sector, the wholesale 
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and retail trade sectors; car and motorcycle repair, transportation and warehousing, real estate, and health services and social 

activities. Sectors that are specialized and have competitive advantages in the City of Palopo are expected to be able to dominate 

the market not only in the area of South Sulawesi Province but also nationally. The existence of appropriate policies and 

development programs towards sectors that specialize and have competitive advantages are expected to encourage economic 

growth region in order to improve the welfare and prosperity of the people in Palopo City. 

 

CONCLUSION 

1. The calculation results of the Shift Economic analysis of the Palopo City regional economy sector show the electricity and 

gas procurement sector; wholesale and retail trade, car and motorcycle repair; information and communication sector; and 

the health service sector and social activities have positive Regional Share (RS), Proportional Shift (PS) and Differential 

Shift (DS) values together. The positive value of the sector illustrates the positive growth of the regional sector in the City of 

Palopo due to the influence of growth from the same sector in the province of South Sulawesi, which has a faster growth 

rate and is highly competitive. The net shift (Netto Shift) of the sector is positive indicating the growth of the sector is 

progressive. 

2. Based on the calculation results of the classic Shift Share analysis of the three main components of the growth of the Palopo 

City Region namely Regional Share (RS), Proportional Shift (PS) and Differential Shift (DS) show that the shift and growth 

of the total value added (Dij) GDP within a period of time 2013-2018 is positive. These conditions indicate that there has 

been positive growth in the economy of the City of Palopo. Wholesale and retail trade sector; car and motorcycle repair has 

the most contribution to the growth of the Palopo City GDP value followed by the construction sector, agriculture, forestry 

& fisheries sector, information and communication sector, transportation and warehousing sector and government 

administration, defence and mandatory social security sectors. 

3. Estan Marguillas Shift Share Analysis shows the electricity and gas procurement sector, wholesale and retail trade sectors; 

car and motorcycle repair, the transportation and warehousing sector, the real estate sector, and the health service sector and 

social activities are specialized sectors as well as having a competitive advantage in the City of Palopo. 

4. Sectoral shifts and economic growth in the Palopo City area based on the analysis of the Classic Shift Share and Shift Share 

modifications Estaban Marguillas shows that 1) the electricity and gas procurement sector, 2) the wholesale and retail trade 

sector; car and motorcycle repairs, and 3) the health service sector and social activities are the leading sectors and are 

expected to be the main drivers of the regional economy of Palopo City because they have fast growth rates, progressive 

sectoral growth, positive value-added sectors and are sectors that become specialization and has a competitive advantage in 

the City of Palopo. 

 

Recommendations 

1. Palopo City Government needs to prioritize regional development by prioritizing the development of regional leading 

sectors not only in the wholesale and retail trade sector, car and motorcycle repair but also in the electricity and gas 

procurement sector, as well as the health service sector and social activities. The steps that can be taken by the government 

include simplification of policies or regional regulations, bureaucratic reform, ease of taking care of licensing and integrated 

services to attract investors to invest and invest in promising sectors. 

2. Required planning, budgeting, implementation and controlling and effective controlling policies to sustain competitive 

advantage and specialization in a sustainable manner. 

3. The results of the research carried out are expected to be input for the government, especially Bappeda and the relevant 

DPOs in preparing program plans and development activities for the leading regions and as a material for revision of 

regional planning documents in the future. 
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