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ABSTRACT 

 

Kendari city as an autonomous city is characterized by prominence of service, trade and industry activities that supported by 
resources of surrounding area. Kendari city government has financial constraints, while managerially has limited human resources 

capacity. Therefore, it requires strategies and efforts to use resources and funding sources to drive local economy by increasing role of 

private (business and community) through regulatory framework, investment and public services as a whole and interrelated. One 
measures that taken by government to increase Kendari economic activity in this region is revitalization of Local Economic Development 

(LED). Based on this we need a concept of operations is expected to be a reference in building construction planning system Kendari, 

primarily in development of local economy. This study objective is to determine condition and status of Local Economic Development 
(LED) in Kendari to become basis for action plan as an instrument for LED in order to accelerate economic growth and to improve 

sustainable welfare of local communities. Specific objectives of this study are (i) analyzing LED status at Kendari and (ii) developing the 

LED Action Plan at Kendari City. Mapping study results of area potential show that condition and status of Local Economic Development 
(LED) in Kendari is good for Value Index and Value Weights of each dimension namely target group is 20.7722; location factor is 

15.6077; policy focus and synergy are 6.2337; sustainable development is 6.2241; governance is 3.9138; and management processes is 

2.4581. Therefore, LED total index value of 55.2996 is within good category. 
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INTRODUCTION 

 

Research Background: 

 Monetary crisis in 1997 that developed into 

economic crisis has led to Indonesian economy 

decline. This situation is caused by economy structure 

that supported by fragile big business and vulnerable 

to external influences. In addition, Indonesian 

economic growth factors more supported by 

exploitation of natural resources such as oil and gas, 

forestry, mining, and less skilled labor. It cannot 

increase overall productivity. On other hand, local 

economic development by Micro, Small and Medium 

Enterprises (SMEs), in period before crisis, is  

relatively neglected by government. In fact, SMEs 

can become a safety valve and dinamizator of 

Indonesia's economic recovery. 

 SMEs role in national economy would require 

more attention related to Local Economic 

Development (LED). Therefore, future LED should 

not designed with sectoral or project approach, top-

down and uncoordinated. In addition, local economic 

development needs to pay attention to changes in 

development paradigm, especially governance 

paradigm change based on decentralization and 

regional autonomy. Basic point to note is goals and 

objectives LED to improve society welfare that can be 

achieved through a variety programs. 

 Kendari city as an autonomous city as well as 

Southeast Sulawesi province capital has prominence 

of service activities, trade and industry that supported 

by resources of surrounding area. Financially, 
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Kendari city government has constraints, while 

managerially has limited human resource capacity. 

Therefore, it requires strategies and efforts to use 

resources and funding sources to drive local economy 

by increasing private role (business and community) 

through the regulatory framework, investment and 

public services as a whole and interrelated. 

 One government measure to further support 

Kendari economic activity is LED revitalization. It 

requires an operational concept that is expected to 

become a factor to establish a planning system in 

Kendari, primarily in local economy development. 

Therefore, this studi will review LED status at 

Kendari City. 

 

Research Objective: 

 This studi purpose is to determine condition and 

status of Local Economic Development (LED) in 

Kendari. It become basis for LED action plans as an 

instrument to develop local economy resource in 

order to accelerate local economic growth and 

improving sustainable welfare of local communities. 

Specific purposes of study are : 

1. Analyzing the LED status of Kendari; 

2. Developing LED Action Plan at Kendari. 

 

Research Output: 

 Outputs of this research are:  

1. To know condition and LED status of Kendari at 

this time; 

2. To build LED Plan at Kendari; 

3. To compose integrated landing utilization of 

local resources to improve the community welfare in 

a sustainable manner at Kendari. 

 

Methodology: 

 Research location is Kendari City. Samples are 

all LED stakeholders in Kendari year 2008 

 

Observed Variables: 

  Observed variables are LED variables in 

accordance with National Development Planning 

Agency year 2007. It consists of several dimensions, 

namely LED target group, location factors, and focus 

and synergy of policy, sustainable development, 

governance and management processes. 

 

Data Collection Method: 

 Data collected are primary and secondary data. 

Primary data is obtained via questionnaires to 

stakeholders through Focus Group Discussion (FGD) 

and/or surveys. Secondary data were collected from 

relevant agencies both at Southeast Sulawesi and 

Kendari and Central Bureau of Statistics. 

 

Data analysis: 

 Data analysis method is RALED (Rapid 

Appraisal Techniques for Local Economic 

Development). It developed by Deputy of Regional 

Development and Autonomy (2006). Expected output 

is availability of PEL analysis. 

Steps in data analysis are follows: 

1.  Mapping for every PEL aspect/component  

It based on Multi Dimensional Scaling analysis to 

known index of each aspect/component of Hexagonal 

PEL. Categorization each LED aspect/components are 

follows: a) < 50 percent is poor; b) 50-75 percent is 

good; and c) > 75 percent is very good. 

2.  Mapping the LED status of a commodity or a 

territory LED Status 

To map status of a commodity or LED of an area, 

index value of every LED aspect/component needs to 

be weighted. Weighting method is Analytical 

Hierarchy Process (AHP). 

 

Results and Discussion 

 

Determination of LED Sustainability Status in 

Kendari: 

 Overall LED status is determined by Weight 

Determination program. Analysis results are weight 

of each PEL aspect. Knowing sustainability index for 

each aspect analysis RALED and weight of each LED 

aspect, it will be known overall LED status. 

Interpretation of analysis results and discussion will 

be described based on LED individual aspects as 

follows: 

a.  Sustainability Status Analysis and Levers 

Factors Aspect of Target Group 

 RapAnalysis result of LED status and levers 

factors in Kendari City shows that sustainability index 

value of LED target group in Kendari City is 56.19. It 

can be classified in good category. 

 RapAnalysis Results also can know stress and R2 

value. Analysis result showed that S-stress value is 

0.1281 and R2value is 0.9521. According to 

Kavanagh, stress value 0.1287 below 0.25 indicates 

that this analysis result is quite good, because value of 

S-stress is low. R2 = 0.9521 indicates that variables 

within model can explain 95.321 % of existing 

models. For social model, R2 > 80 % is very good. 

This means that model of target group uses very good 

variables. 

b.  Sustainability Status analysis and Location 

Levers Aspect  

 Analysis result of several indicators of location 

aspects indicates that S-stress value that is 0.1398 and 

R2 is 0.9537. It this indicates that model can explain 

indicator of location aspects variables. 

 Status determination indicates that sustainability 

indices value of LED Location Factors in Kendari 

City is 55.0312. Based on LED condition or status, 

these aspects are in good category. LED status is 

quite good, but general condition of location factors 

related to research institutions, communications 

infrastructure, airport access and accessibility to 

location still shows a problem 

c.  Sustainability Status Analysis and Synergy 
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Aspect Lever and Policy Focus 

 Analysis result for some indicators of focus and 

synergy aspects show that S-stress value is 0.1399 

and R2 is 0.9519. This indicates that model can 

explain indicator aspects of synergy and policy focus 

variables. Status determination indicates that index 

value of synergy and sustainability and LED focus in 

Kendari City is equal to 51.25. Based on 

classification aspects of condition or status of PEL, 

then condition aspects of synergy and focus are 

within good categories.  

d.  Sustainability Status Analysis and Levers 

Aspects Analysis of Sustainable Development 

 Analysis result of several indicators on 

Sustainable Development aspects shows that S-stress 

value is 0.1377 and R2 is 0.9503. This indicates that 

model can explain indicator aspects of sustainability 

Development variables. LED status indicates that 

index values of LED sustainable development aspects 

in Kendari City are 63.02. Based on PEL 

classification, conditions of sustainable development 

aspects in Kendari City are very good category. 

e.  Sustainability Status Analysis and Levers 

Aspects Analysis of Governance Factors  

 Analysis results of several indicators on 

Governance aspects shows that S-stress value is 

0.1621 and R2 is 0.9408. This indicates that model 

can explain indicator of Governance variables. 

Determination of LED status indicates that index 

values of LED governance sustainability aspects in 

Kendari City are 49.93. Based classification of LED 

status, Governance aspects is almost good. 

f.  Sustainability Status Analysis and Levers 

Aspects of Management Process Factors  

 Analysis result of several indicators on 

management process aspects show that S-stress value 

is 0.1313 and R2 is 0.9545. This indicates that model 

can explain indicator aspects of Process Management 

variables. LED status indicates that index values of 

LED Process Management sustainability in Kendari 

City is 53.25. Based on classification the PEL aspects 

or status, aspects of process management in good 

category. 

 

LED Status in Kendari City: 

 LED status in Kendari City has been assessed by 

Rapid Assessment Technique for Local Economic 

Development (RALED) using 6 aspects that 

translated into 71 indicators of sustainable indicators 

and the result is summarized in Table 1 and Figure 1. 

 
Table 1: LED index value in Kendari City. 

No Dimension/Aspect of PEL in Kendari City Index Value 
1 Target Group 56.19 
2 Location Factor 55.03 
3 Synergy and Policy Focus 51.25 
4 Sustainable Development 63.02 
5 Governance 49.93 
6 Management Process 53.25 

 

 
Fig. 1: LED Status in Kendari City. 

 

 Figure 1 shows that LED sustainability index in 

Kendari City is within good category. It means the 

indicators become lever factor in every aspect of LED 

hexagonal and has been implemented in real activity 

as revitalization of PEL, sustainable local economic 

development. It is hoped the system will makes local 

economy of Kendari City is better and its multiplier 

impact will become positive externalities not only to 

economic dimension but also improvement of 

ecological and social dimensions. 

 Analysis results of RALED program only 

determine the status or condition of an individual 

LED dimensional, but is unable to determine the 

overall status. This is because the weight of each LED 

aspect is considered equal. Yet in reality, weight 

between each LED aspect is different. To determine 

the overall LED status, it need to determine weight of 

each dimension by LED Dimensional Weight 

Determination Program which is a modification of 

Analytical Hierarchy Process (AHP) developed by 

Saaty (1988). LED status overall results are presented 

in Table 1. 
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Table 1: Value Index and Weighted Value LED at Kendari City. 

No Dimension/Aspect of PEL in Kendari City Index Value 

1 Target Group 20.7722 

2 Location Factor 15.6077 

3 Synergy and Policy Focus 6.3237 

4 Sustainable Development 6.2241 

5 Governance 3.9138 

6 Management Process 2.4581 

 Total 55.2996 

 

 RALED and AHP Results of Kendari City are 

relevant to several economic performance indicators 

occurred during last five years. Region development 

can is successful if region economic growth could 

increase welfare of its inhabitants. Indicator used to 

measure the development level is economic growth. 

Indicator that commonly used to measure economic 

growth is Gross Domestic Product (GDP) for regional 

or local level. 

 

Local Economic Development (LED) Strategy: 

 LED strategy of Kendari City can be divided into 

several Dimensions. Each dimension can be explained 

in table below. 

 
Table 2: Dimensions of Target Group. 

No. Lever Factors Strategy 

1. Center of Investment Service - Providing excellent service for investors 

- Strengthening IOO (Investor Outreach Office) 
- Increasing local government support to attract investors 

- Improving human resource capacity in relevant agencies 

2. Capital Facility from Local Government - Expansion of credit schemes with non burdensome requirement for 
SMEs 

- Developing capital formation in an integrated manner with other 

fields, both management and technology 

3. SME Product Promotion by Local Government - Promoting products through SME launching product by 

entrepreneurs 

- Improving trade relations pattern between the primary, secondary, 
and tertiary sector. 

4. Local Government effort to increase technology, 

management and institution 

- Increasing capacity of appropriate technology and entrepreneurship 

for youth and student 

- Improving business management for community empowerment 
- Increasing local Institutional capacity and empowerment of local 

community organizations 

- Involving religious leaders to change society mindset and community 

empowerment 

5. Security - Creating security in an industrial area 

- Theft supervision in industrial area 
- Increasing active role in security system 

6. Law and Business Certainty - Clear rules for investors 

- Creating a conducive economic stability 

- Ensure business certainty for investors 

 

Table 3: Dimension of Location Factor. 

No. Lever Factors Strategy 

1 Research institution - Cooperation with universities and other research institutions development 

2 Communication Infrastructure 

 

- communication cooperation with media information 

- Creating and maintaining Internet network 

- Communication tool maintenance 
-Developing technoentrepreneurship educational pattern 

3 Airport access 

 

- Improving and increasing infrastructure service quality and precision of 

flight schedules 

4 Location Accessibility 
 

-Improving and increasing quality of transport infrastructure by local 
government and cooperation with private 

 

Table 4: Dimensions of Synergy and Policy Focus. 

No. Faktor Pengungkit Strategi 

1. Local promotion policy 
 

- Developing potential of nature tourism and attractions in Kendari City 
- Creating a House of Kendari as trade media for local products 

- Developing of nautical tourism in Kendari City 

- Structuring City as investment attraction 
-  

2. LED layout Policy 

 

- Establishing LED based on spatial characteristics 

- Establishing  a LED mapping, especially for SMEs development 

-  
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No. Faktor Pengungkit Strategi 

3. Policy to increase investment 

 

-Providing greater opportunities for investors to invest 

- Providing excellent service for investors 
- Increasing local government support to attract investors 

- Improving human resource capacity in relevant agencies 

- Increasing cooperation between government and investors 

 
Table 5: Dimensions of Sustainable Development. 

No. Lever Factors Strategy 

1 LED Contributions to improve quality and 

welfare of local communities 

- Improving human resources quality in business community and 

local community 
- Labor wage policy 

2 LED based on custom and local institutions 

 

- Developing local products 

- Increasing local product technology (sago and fisheries and 

marine) 
- Institutional capacity building and empowerment of local 

community organizations 

- involving of religious leaders to change the mindset of society and 
community empowerment 

3 Environmental problem-solving policy - Government policy to handle environmental issues 

comprehensively 

- Structuring and enforcing the environmental laws 

- Increasing community participation and acculturation in 

management and environment conservation 
- Increased control and supervision of natural environment 

management, land and water 

4 Natural Resource Degradation 
 

- Increasing utilization and conservation of natural resources 
- Creating community conservation understanding based on 

economic 

 

Table 6: Dimensions of Governance. 

No. Lever Factors Strategy 

1 Role of industry/commodity/business 

associations forum to improve government 

policy in LED field 
 

- Providing input to local governments in development of investment 

opportunities, both marine fisheries and tourism 

- Assisting local governments to attract investors, especially in field of 
marine fisheries and tourism 

2 Partnership in trade promotion and business 

 

- Establishing joint promotion institution 

- Increasing communication intensity between members of 
industry/commodity/business associations forum 

- Establishing a common financial institution 

- Helping loan scheme 

 

3 Status of industry/commodity/business 

associations forum in business financing field. 

 

- Developing business groups to play an active role in development of 

its members and to give suggestions/advice to Government in LED 

policy making 

4 Reform of incentives system and human 

resource development 

- Increasing appreciation for achievement of human resources 

- Increasing HR quality 

5 Public administration services procedure 
 

- Improving quality of public administration service procedures 
- Creating balance between the costs incurred and budget 

 

Conclusions and Recommendations: 

Conclusion: 

 From area potential mapping as described earlier, 

it can be concluded that mapping study results of area 

potential show that condition and status of Local 

Economic Development (LED) in Kendari is good for 

Value Index and Value Weights of each dimension 

namely target group is 20.7722; location factor is 

15.6077; policy focus and synergy are 6.2337; 

sustainable development is 6.2241; governance is 

3.9138; and management processes is 2.4581. 

Therefore, LED total index value of 55.2996 is within 

good category. 

 

Suggestion: 

 RALED and AHP analysis in context of this 

study show that to accelerate Kendari City 

development, future orientation of local economic 

development must be built based on sensitive lever 

indicators (Leverage factors) 
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