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cl.ch:ivc 1o overcome the problems in Indonesia, Euphoria
of autonomy or decentralization Is caused by  the
unpieasant experiences in new order regime whjcl, applied
centralized economie development strategies and politics.

human resources. One of the maip problems to promote (I]I;S[Lc;?;? OI circo‘lnlou,néc QC\’?I‘(?pl{lenl, sk SOl.‘Io-pOl_JUC;iI
economy of eastern Indonesia is houw e it i 1S are re ated with sL_Lunty_ quuvgi'lllllunl oﬂa_ccrs
both foreign and domestic investments, Investment j5 bCLaUM:- mc s@blllly o " oio-pohitice of Sy 5
machine to generate the Indonesian cconomy. The policy (s Prerequusite of s cconomic dcvc[opmcm. The new order
Promote investments js heavily influenced by political will ang appl;cd dcveiopmcn; formula of tricje down effect that
public g dministratioy, ’romoting foreign and doscestic Tequires  sufficient mvestment l!o Clcourage economie
investments jp eastern Indonesia faces a number of factors gm“f'lh' In. i lU“g. run, this swategy had created
such as social political conditions, scarcity of economic un_fatmcss i CCO!IP!“JC practhgs: su_ch a8 manopoly and
infrastructure, employment ang taxrton problems, etc. ohgopo!_y competitions. [n addition, it had caused several
Investments in castery Indonesia are also affected by consistent cconomic  problems especially  disparity i economic
interactions between local government ang central government development 4mong provinces or regions in Indonesia
and inter Bovernment institutions, The aim of this rescarch is because only a few people can enjoy the dcvelopmcnl.

to analyze the growth of foreign and domestic investments )

among provinces jp castern Indonesia, This research identifies Tl)t{-,nL‘v (')rdcr Eeeeimonl had made the westem
and compares the impacts of decentralization policy on ["dm%fd grow faster than the gastcm side of the S,
investment disparity both foreign and domestic investment in Indoncs_la has p]cnly_ Datural TaRouOe a_md many other
eastern Indonesia’s Provinces. The research uses combined geonomic factors to JIPEOVE: 15 ec()n(:‘tl'l’llC dcv_ciopmcnl.
rescarch methodology; inves tment disparity ratio, re Gisstan They stretch not only in western part of J_Indo_nemja but also
and other economijc approaches. The research concludes that I easlern [ndnncs‘;la such as ‘g,uld —— lup'ua m_ld
there is significant disparity AmMONg provinces in eastern natural resources in Maluku Sea. Dc\_'clopmcm disparity
Indonesia. The decentralization policy has different impacts to between western and eastern I“dU{]CSlax i [h"‘. long Tun,
those proviaces. The suggestion of this research js to promoting has created imbalances and  socio-political stability,
conducive situation by implementing comprchensive economie inequity and menace sustainability development,

The objectives of the rescarch are
between central and local government and inter government I. 1o find out how far the growth of foreign and

domestic investments in provinces located in the eastern

s ; part of Indonesian,
Ke}w'ards-componmt; : Autonomy, decentralization policy,

investment gap, fiscal gap 2. 1o investigate the impacts of decentralization or
regional  spin-offs policy to foreign and domesiic
I INtrRobUCTION investments disparity in those provinces,
Indonesian government has applied the decentralization 3. to find out the threat, Opportunity, strength and
policy since 2001 which to some extent, has improved Jocal weakness _faceq by Areas applying  decentralizatjon or
government’s  performance. Decentralization policy s regional spin-offy policy

considered compulsory for Indonesia which consists of
archipelago in order to increase the ellectiveness of the
government policy. The centralization policy which was
applied in new order govermnment was proven not to be
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II.  Research Methodology

This research uses secondary data from credible
mslitutions such as Central Statistic Agency (BPS), Bank of
Indonesia ( BI), Regional Planning Board (Bappeda) and
many others. The data covers population, Locally-Generated
revenue (PAD), Revenue from Regional Debt, General
Allocation fund (DAU), Specific Allocate Fund (DAK),
Revenue Sharing Fund ( DBH), Gross Regional Domestic
Income (PDRB), foreign investment (PMA), Domestic
investment (PMDN), and Regional Budget (APBD). This
research was conducted in the provinces applying spin-otfs
policy such as North Sulawesi, South Sulawesi, Maluku and
Papua in 1998 (0 2007. The research methodology employs
some analytical methods, thal is investnent disparity analysis
and SWOT analysis.

III.  Results and discussions
Investment Disparity Analysis

The folllowing table shows the level of domestic
investment disparity in North Sulawesi :

Table 1. The Analysis of Domestic Investment (PMDN)
Disparity at North Sulawesi

from North Sulawesi province, the value of foreign
investment disparity (r) fell to 3343690.405. It means that
the spin-offs policy caused downdrafi of foreign
mvestment (PMA) in North Sulawesi. This situation
experienced downdrafl till 2004 assessing 1 to become
54488.97772. In the following years, assessed r to start
moving rising mean that the local condition in spin-ofls
arcas 1s influential to investment gap step by step

SWOT Analysis

SWOT analysis is also recognized as situation
analysis to identify corporate strategies in facing the
development of economic climate and situation. SWOT
analysis is applied to maximize the strengths, opportunity
and at the same time also minimize the weaknesses and
threats to reach desired economic condition. The strengths
of eastern Indonesia’s cconomy are fertile land for farming
agricultural puwposes, adequate number of labors.
orientation of good market, adequate goods and people
mobility, wide product market, political, social and
security stability, international market share, economic
pawn and government politics.

Table. 3 The Analysis of Production Sustainability
and Market Share

Years e -1 & n Jfinm I
! rad -1 :‘*"* No. | Commodity Continuity Market Share
| 1908 | 180104 | 3246087764 | 1956700 | 25000600 | 0075613 | 24316E01 Local | Nation | Inter
00 "‘Qfl.f_l?ﬁ'élg';‘?fz? 1978900 | 26321000 ”n”rms'gar [ G547482003 al
2000 | 313665 | 983657322 3 | 2000800 | 2682237 4 73397843 69 ﬁ g . 7 =1
201 _|_-24807 | 615387249 | 2022700 | 2723320K 74273 | 4570685004 1. | Coco Lluoate dependent ¥ b
2002_| 36633 | 13410766 89 | 2044800 | 27650501 73052 | 990413 RS04 2, |clove Clunate dependent v v
EE AN TR uinoam T
= 2 2499 e
(2005|5327 4 | 28081790 76| 2112400 | I8638700 | 0 072466 | 7971704 2% 3. | Bt fg Ghale detenieal b
| 2006 | 53314 | 2842387500 | 2132500 | 28041400 | 0072679 | 2065811749 5. | Paper Climate dependent ¥, v
2007 _ -7313‘53 8035410702 | 2152700 | 20740600 | 007236 | 5014435263 6. | Seaweed Not Deppend on Clinate v v \
g Contie Sl A geney 7. | Peadl Not Deppend on Climate N v
This table.1 shows that domestic investment disparity in 8. | Fish DeppendonClimate | v | VvV | Vv |

North Sulawesi before applying the decentralization or

regional spin-offs policy in 1999 was 9541482993. In 2001,
- afler Gorontalo province spun off from North Sulawesi

province, the value of investment disparity (r) was down to

4570685004. It means that the spin-offs has caused
| downdrafl of domestic investment in North Sulawesi. This
t situation took place until 2004 assessing r to become
5224993532, In the following years, assessed r lo start
moving rising mean that the local condition in spin-ofls area
has influenced the investment gap step by step.

Table 2. The Analysis of Foreign Investment (PMA)
Disparity in North Sulawesi

Yo | 4-1 a- 5 n Jim PP |
n

108 480 18224361 | 1656700 | 25600600 | 0075813 | 1391641218
1000|3514 | 12348106 | 1978800 | 26321000 | 007518 | G283 313767
2000 17156 | 2044312 81 | 2000800 | 26822371 | 0074507 | 210637 1071
W01 | 67006 [ 45018737 16 | 2022700 | 27233200 | 0074273 | 3343600 405
000 | 6660 | 444755081 | 2044800 | J7650500 | 0073952 | 37600 40062
001 | 22081 | 487570561 | 2067100 | 26073500 | 0073632 | 1350006 5744
2004 | Ba21 | 7411641 | 2086700 | 2ASHI000 | 0071315 | &A488 07712
2005 5iz4 26255376 | 2112400 | 28938700 | 0072006 | 1016520048
2000 6061 | 38735771 | 2130500 | 24341400 | 0072679 | 26000 10046
07| 66178 | 4379527684 | 2152700 | 29749800 | 007236 3169032 815

:‘ﬂ.’RCE : Central Statistic Agency
This table2. shows that [oreign investment disparity in
orth Sulawesi before applying of decentralization in 1999
“was 9283.313797. In 2001, afler Gorontalo province spun off
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SOURCE - Secondary data

The weakness of eastern Indonesia’s economy is lack
of infrastructure facility, imported capital assets, low
quality of human resources and the fluctuation of
exchange rates. Meanwhile, the opporlunity of eastern
Indonesia’s economy are mainly good climate and
tempcraturce condition for plantation and agriculture, good
corporate governance, accessibility of infrastructure, and
good cultural and political stability. On the other hand, the
threats are mainly globalization and liberalization power
that can damage the basic traditional economic, the
fluctuation of traditional price of goods and exchange
rates, the changes of govemment regulations especially on
decentralization, land abuse, destroy of predator to
plantation and agricultural crops, and the fluctuations of
mpult price.

IV.

Disparity investments in eastern Indonesia depends on
several factors both economic and non-cconomic factors
such as fertile land, adequate number of labors, orientation
of good market, adequate goods and people mobility, wide
product marketing, stability of politics, social, sccurity and
safety, international market share, economic pawn and
government politics. The main factor to increase the

conclusions
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cconomic performance at eastern Indonesia is how the Jocal
government can promote the potential resources such as
natural resources. In addition, the crucial factor to promote
cconomic performance in castern Indonesia is lack of
infrastructure such as harbor, airport, water, electricity,
street, telecommunication network, ete.

The decentralization or spin-offs policy in some
provinces in castern Indonesia have to work together with
local government i provinee or district level. In addition, the
decentralization or spin-off policy forces local government to
make cooperation inlernational organizations or other
countries such as ILO, WHO, UNESCO, etc. The purpose of
decentralization is to promote and spin-offs economic
welfare to all community in Indonesia.
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