
Uneven Development in 

Indonesia

Mr Agung Dorodjatoen, Professor Matthew Tonts and 

Professor Paul Plummer



• Research group at UWA 

interested in spatial 

inequality – though mainly in 

Australian contexts

• Agung Dorodjatoen joined the 

group with an ‘Australia Award’

• Applied methods and concepts 

to Indonesia

• Submitted his PhD last 

Thursday!

Indonesia, UWA and Uneven Development

 

 

ADDRESSING REGIONAL INEQUALITY 

A STUDY ON REGIONAL PLANNING IN INDONESIA 

 

Agung Mahesa Himawan Dorodjatoen 

BEng (Urban and Regional Planning), Bandung Institute of Technology, Indonesia 

MSc (Human Geography and Planning), Utrecht University, the Netherlands 

 

 

 

 

 

 

 
 

 

 

 

 

 

This thesis is presented for the degree of  

Doctor of Philosophy of The University of Western Australia 

School of Agriculture and Environment 

Human Geography and Planning 

2018 

 



Inequality is complex…

• Definitions

• Underlying causes

• Measurement

• Implications

• Solutions

The problem of inequality…



How is Indonesia faring?



• Uneven development concentrates on inequality across 

geographic space

• Focus is on understanding the underlying causes at multiple 

scales – global, national, provincial and local

• Both quantitative and qualitative understandings – patterns and 

processes

• A central concern is with resolving uneven development, and 

hence there is a focus on policy and practice

What about geography? Space/place matter!
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to other provinces (see Table 4.3). Second, all districts in Jakarta were also displaying 

significantly higher real GDP as compared to other districts in other provinces. On the other 

hand, Jakarta has only five districts. The top 20% of districts share of GDP, the Y-axis in 

Figure 4.5, was only capturing the share of one district, out of five districts in Jakarta. 

Therefore, it was relatively small as compared to the provincial real GDP. 

 

Figure 4.5. Concentration of Economic Activity by Province (with Jakarta)  
(Source: Author s own calculation based on BPS data) 

 

  

Figure 4.6. Concentration of Economic Activity by Province (without Jakarta)  
(Source: Author s own calculation based on BPS data) 
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Figure 4.4. Real GDP per Capita Growth 1993-2013  

(Source: Author’s calculations based on BPS data) 

 

Table 4.7. Top Ten and Lowest Ten Real GDP per Capita Growth by Districts 1993 – 

2013  
(in %; Source: Author’s calculations based on BPS data) 

 

Top 10 Districts 

 

Lowest 10 Districts 

 

Tabalong, East Kalimantan 9.71 Riau Islands, Riau 0.06 

Belu, East Nusa Tenggara 9.38 Bondowoso, East Java -0.27 

Kudus, Central Java 9.02 Batam, Riau -0.52 

Jember, East Java 8.78 Tabanan, Bali -0.58 

Madiun, East Java 8.02 Central Maluku, Maluku -0.63 

Tulungagung, East Java 7.76 Lumajang, East Java -0.67 

Malang, East Java 7.61 Kampar, Riau -1.24 

Banda Aceh, Aceh 7.36 Mojokerto, East Java -1.41 

Sidoarjo, East Java 6.96 Indramayu, West Java -2.05 

Magelang, Central Java 6.89 Jepara, Central Java -3.35 

Following the approach of McCulloch and Sjahrir (2008), Figure 4.5 and 4.6 plots the share 

of provincial GDP made up by the top 20% of districts within it against the provincial real 

GDP per capita in 2013. Figure 4.5 shows that there is a negative relationship. It implies that 

the top 20% of districts in richer provinces contributed to a smaller share of provincial GDP 

as compared to poorer provinces, thus indicating less concentrated economic activities. 

However, this figure displays one significant outlier: Jakarta. There are two reasons that 

Jakarta stood out as an outlier. First, it had significantly higher GDP per capita as compared 
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Presidential Decree 32/2011 on the Master Plan for Acceleration and Expansion of 

Indonesia's Economic Development. The law on SEZ was stipulated in 2009, and after that 

10 SEZs were stipulated across Indonesia (Figure 5.2. and Table 5.3). While also focusing 

on international trade, in SEZ, being different to KAPET, the government will build 

integrated service facilities to support any industrial, export-import and other prominent 

economic activities in the selected SEZs. 

 
Figure 5.2. The Location of the Special Economic Zones  
(Source: kek.go.id, accessed 25 July 2018) 

 

Table 5.3. Sectoral Potentials of the Special Economic Zones  
(Source: kek.go.id, accessed 25 July 2018) 

No. SEZs Province Sectoral Potentials 

1. Sei Mangkei North Sumatra Palm oil, rubber, fertiliser, logistic, 

tourism 

2. Arun Lhokseumawe Aceh Oil and gas industry, petrochemical 

industry, logistic 

3. Tanjung Api-api South Sumatra Rubber, oil, and petrochemical 

4. Galang Batang Riau Bauxite and alumina industry, stem 

powered electric generator, logistic 

5. Tanjung Kelayang Bangka Belitung Tourism 

6. Tanjung Lesung Banten Tourism 

7. Maloy Batuta Trans 

Kalimantan (MBTK) 

East Kalimantan Palm oil, logistic 

8. Mandailika West Nusa Tenggara Tourism 

9. Palu Central Sulawesi Manufacturing, agriculture, mining 

industry, logistic 

10. Bitung North Sulawesi Fisheries, coconut plantation, logistic 

11. Morotai North Maluku Tourism, fisheries, logistic 

12. Sorong West Papua Shipyard, agriculture, mining, 

logistic 

On the other hand, the Master Plan of Economic Corridors was stipulated through the 

Presidential Decree in 2011, aiming to develop economically prospective corridors in six 

major islands in Indonesia on the basis of their economic base (Figure 5.3). The 
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development of these ambitious corridors is subject to the investment contribution of the 

private sectors, since the government only provides small contributions. However, the 

implementation continuity of the Master Plan of Economic Corridors remains uncertain 

given that in 2014 a new president has replaced the previous president, who stipulated the 

Presidential Decree as the basis for the corridors development.  

 

Figure 5.3. Six Economic Corridors of Indonesia  
(Source: Susantono, 2012) 

Regional policies in the second phases, in particular since 1995, were undertaken at the 

same time with the emergence of the regional approach in the spatial planning system as 

mentioned previously. Collectively, these two sets of policies have been influencing the 

regional development in Indonesia. The relationship between some prominent policies with 

the National Spatial Plan, and which will be discussed in detail in the next sub-chapter, is 

outlined in Table 5.4. 
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Figures 6.3 and 6.4 show both normality tests and plots for the other three major islands: 

Kalimantan, Sulawesi and Eastern Islands. Although they are not as skewed as Sumatra and 

Java-Bali, Sulawesi and Kalimantan have several significant outlying districts (Figure 6.4). 

In Kalimantan, four districts that possess natural resources (e.g. coal, palm oil, oil), namely 

Pasir, Berau, Kutai and Balikpapan are significantly higher in terms of GDP per capita than 

other districts in Kalimantan. On the other hand, Bitung, Manado and Makassar  major 

cities in Sulawesi  also have significantly high GDP per capita. The Eastern Island is the 

only island that displays normal distribution over the GDP per capita data (Figure 6.3).  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6.3. Normality Test and Plots GDP per Capita (Districts) for Eastern Islands 

1993 & 2013  
(Source: Author s calculation based on BPS data) 
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following Freeman (2010), the unit root , or random walk model (Figure 6.8), can be written 

as: 

 (9) 
 

, the solution is: 

 

 (10) 

 

The solution is different to equation (8) as the initial condition, or the y0 has lasting impacts 

over the yt, but without the influence of the successive preceeding values of yt. This also 

indicates path dependence on the set of previous events. 

 

Figure 6.8. Three Realizations of Random Walk Process (RW1, RW2, RW3)  
(Source: Adapted from Thome (2014, p. 201)) 

While estimating the structural break in equation (5), this research utilises the family of 

generalised fluctuation tests. The generalised fluctuation tests, according to Zeileis, Leisch, 

Hornik, and Kleiber (2002), fit the model and determine the structural break using the 

fluctuation in either the residuals or estimates of the model. For the purpose of this research, 

the fluctuation of the residuals is captured using both cumulative sums of standardised 

residuals as well as moving sums of residuals (Zeileis et al., 2002). These tests identify 



• Qualitative research revealed complex local interpretations and 

impacts.

• Subtle and hard to measure positive impacts on wellbeing

• Implications for population flows and the circulation of money

• Ability of local policy to adapt to changing conditions

• Linkages between central policy and local needs.

The effectiveness of National Spatial Policy



• Some significant positive impacts in certain locations.

• However, these often had ‘initial advantages’. Development is 

path dependent (your history impacts your future).

• Institutions matter – support for development, and especially 

‘human development’.

• Did policy inadvertently deepen uneven development?

• But uneven development is somewhat persistent – poorer 

regions tend to remain poor, richer remain rich – in relative 

terms.

The effectiveness of National Spatial Policy



 - 111 - 

 

Figure 7.1. Top 20 Districts by GDP per Capita in 1998 
 

 

Figure 7.2. Top 20 Districts by GDP per Capita in 2013 

The geographical distribution of the top 20 districts was mainly located in two major 

islands, Java and Kalimantan. West and East Java, in particular, are known for their strength 

in service and manufacturing industries, whereas East Kalimantan is a rich province with 

oil, gas and coal. It can also be observed that a few districts in the eastern part of the country 

(i.e. Manado in Sulawesi Island and Jayapura in Papua Island) managed to join their richer 

counterparts in 2013. 

In terms of the bottom 20 districts, (Table 7.2.) the picture was relatively more dynamic.  

Fourteen districts (in italic fonts) were added to the list across the years of observation. All 

districts, however, were excluded from the National Strategic Area (NSA) policy. A handful 

of districts, however, had been stipulated as either Urban Hierarchy (UH) or Regional 

Cluster (RC) districts. 
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The geographical distribution of these 20 bottom districts for the years 1998 and 2013 

(Figures 7.3. and 7.4.) reveals that most districts are located in Central Java and South East 

Nusa islands (located east of Bali). Despite being located in the prosperous island, the 

Province of Central Java had been known for its poverty due to the lack of resources and the 

dense population. On the other hand, South East Nusa had been known as an infertile region, 

with lack of rain. A shifting of geographical distribution towards the east of the country can 

be observed in 2013, with the emergence of several districts in Papua and Maluku, islands 

located west of Papua. 

 

Figure 7.3. Bottom 20 Districts by GDP per Capita in 1998 

 

 
 

Figure 7.4. Bottom 20 Districts by GDP per Capita in 2013 
 

On the basis of the description above, two observations can be made. First, indicatively, 

National Strategic Area (NSA) appeared to be associated with economic development of 

districts. This is shown by the fact that almost all districts at the top 20 GDP per capita rank 

are included in the NSA, and none of the bottom 20 districts were included in the NSA. 

Second, Urban Hierarchy (UH) and Regional Cluster (RC) policies, on the other hand, had 



Wrapping Up

• Overall prosperity has increased, but so too has inequality

• Uneven development (spatial inequality) is persistent

• Indonesia has quite a progressive policy approach, consistent 

with approaches used internationally

• Policy interventions have stimulated economic development, 

but success is mixed

• The ongoing dilemma is how to best ‘share’ Indonesia’s 

growing prosperity 


