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INTRODUCTION

One of the determinants of the suc-
cess of economic growth of LDCs (Least
Development Countries) is capital re-
sources. Capital resources or investment
accumulation are carried out to increase
production capacity. Consequently, the
production will also increase and will have
a direct impact on economic growth.

The increase in economic growth is
caused by the increase in production fac-
tors, including: population growth that will
increase the workforce, investment that will
increase capital goods, and technological
advances in the means of production that
will accelerate the increase in production
capacity. Therefore, it is undeniable that
investment is one of the drivers of regional
economic development.

According to the Lewis model (cited
in Halim, 2004), the core of the problem in
economic development lies in the capital
accumulation, where the process of un-
derstanding a community that previously
saved and invested 4% or 5% of its nation-
al income or less turns into an economy
where the savings become approx. 12% to
15% of national income or more.

A region with varying development
success is determined by the quality of
planning and accurate data. According to
Irawan (2010), the formulation of devel-
opment planning is basically determined
by the ability to provide financing sources
scenario, one of which is investment in or-
der to increase the economic growth rate
and the community welfare level intended.

Munifah (2019) appends that the
determination of economic growth targets
has been determined in each region for
economic development planning. One of
them comes from the investment, so the
target of achieving economic growth re-
quires an indicator related to investment.
The required indicator is the Incremental
Capital Output Ratio (ICOR) or additional
output and capital. The determinant in the
formation of economic output in a region

is the capital stock. Walters (2016) states
that it is appropriate to use ICOR for eco-
nomic development planning as it can pre-
dict investment needs.

Since early 2020, Indonesia is one
of the hardest-hit countries by the CO-
VID-19 pandemic. The Indonesian Invest-
ment Coordinating Board (BKPM) proj-
ects that Indonesia’s investment in 2020
will reach IDR 886 trillion. However, the
emergence of Covid-19 made BKPM cut
its investment growth target to IDR 855.6
trillion by a condition that Covid-19 ended
in May 2020. In fact, the pandemic keeps
on rising and has forced BKPM to re-cut
its investment projection to IDR 817.2 tril-
lion, assuming Covid-19 will end in July
2020. On the other hand, the realization
of investment from the initial projection
of IDR 886.1 ftrillion until the first quarter
has recorded an inward investment of IDR
210.7 trillion. This value includes PMDN
(Penanaman Modal Dalam Negeri or Do-
mestic Investment) of IDR 112.7 ftrillion or
53.5% and PMA (Penanaman Modal Asing
or Foreign Investment) of IDR 98 frillion or
46.5%. Throughout the first quarter, the in-
vestment manages to absorb 303.085 In-
donesian Migrant Workers (TKI) (Kompas.
com, 2020).

The earlier phenomenon is the
main reason for conducting research re-
lated to investment issues in the midst of
the COVID-19 pandemic, more specifically
in Gorontalo Province. The COVID-19 pan-
demic has resulted in consumer purchase
intention decreasing drastically and di-
rectly impacting the decline in investment
in Gorontalo Province. Moreover, such the
effect has challenged the provincial gov-
ernment to be able to rise from the eco-
nomic downturn. One of the successes
of the region to increase competitiveness
in investment depends on the ability of
region to formulate policies related to in-
vestment and business and improvement
in the services quality to the community. It
is also important to pay attention to con-
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ducive macro economy, human resources
development, and infrastructure to attract
investors. Eventually, this condition is be-
lieved to be able to move the private sector
to participate in driving the economy.

The relationship between invest-
ment and Harrod-Domar theory is very
close in the model of economic growth. Ac-
cording to Susilowati et al (2012), Harrod-
domar’s theory basically analyzes the con-
dition needed so that the national economy
is able to grow steadily in the future. More
importantly, the role of capital formation
in an effort to create economic growth is
also pivotal. The condition that must be
met is that in the long term, the production
capacity, which has increased from year
to year as a result of capital formation in
the previous year, must be fully utilized.
The relationship between capital forma-
tion and output growth is reflected in the
macroeconomic indicator known as ICOR
(Incremental Capital Output Ratio). This
indicator shows the amount of additional
new capital needed to increase one unit of
output (or value added). Also, according to
Setiyanto (2015), the calculation of ICOR
is crucial and useful to obtain information
that can be used as a basis for calculat-
ing the amount of investment is needed to
achieve the desired economic growth.

This study attempts to dig up in-
formation about investment potential and
investment climate in Gorontalo Province,
which is indispensable as a material for
consideration in making decision related
to location for investment. Additionally, the
study aims at responding to the following
problems: 1) how to study and estimate
ICOR and the estimated amount of in-
vestment needs in Gorontalo Province; 2)
which sectors have higher or lower capital
productivity in Gorontalo Province.

METHODOLOGY
Formula Applied

According to Dariyanto & Hafizri-
anda (2010), ICOR is the most important

and impactful concept for the economic
development planning of Gorontalo Prov-
ince. The impact appears when examining
the consistency between regional income
growth target and the additional capital that
may be accrued from ongoing domestic
saving. In estimating the financial growth,
it is necessary to estimate the volume of
investment required to achieve a certain
output target.

Therefore, the estimated future
investment is highly determined by the
ICOR, so that the accuracy in measur-
ing ICOR is one of the main requirements
that must be met when development plan-
ners aspire to estimate investment needs.
Errors in calculating ICOR will cause in-
vestment planning to be incorrect, which
ultimately reduces accuracy in predicting
regional economic growth. For this reason,
a more in-depth ICOR analysis is needed
that can meet the CAP (Comprehensive,
Accurate, and Predictable) criteria, which
contains the following meanings: (1) com-
prehensive or detailed by sector, region
and field of development, (2) accurate and
thorough in conformity with each charac-
teristic of the return on investment, and
(3) predictable that can predict investment
and regional economic growth with a high
level of accuracy. The formulation to cal-
culate ICOR employs the following formula
(Dariyanto & Hafizrianda, 2010):

Analysis Method: Annual ICOR Esti-
mate
a. ICOR without Time Lag

According to Artis, Syaparuddin, &
Nurhayati (2015), if the investment made
in year t is assumed to generate income
(output) in year t or the year concerned,
then the ICOR estimate obtained through
this approach is ICOR without a time lag
which can be calculated by the following
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formula:
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where ktis ICOR in year t for activity i, lit is
Investment in year t for activity i, Yit-1 is re-
gional income in t for activity i, git is growth
rate of activity i in year t

b. ICOR with One-Year Time Lag

ICOR estimates with one-year time
lag imply that investments made in year t-1
will only provide additional returns in year
t, or in other words, investments made in
year t will provide results in year t+1 (Artis
et al., 2015). The ICOR estimate with one-
year time lag can be calculated by the fol-
lowing formula:

f”—".rlﬂﬂ

o= il _ il

where kit is ICOR in year t for activity i, lit-1
is Investment in year t-1 for activity i, Yit-1
is Regional income in year t-1 for activity
i, git is Growth rate of for activity i in year t

c.ICORwithMorethanOne-YearTimeLag

In certain activities, the time lag be-
tween the investment and additional return
obtained as a result of the investment can
be more than one year (Artis et al., 2015).
If the investment period for year t-2 will
provide additional regional income in year
t, the ICOR calculation is carried out by the
following formula:

~2 X100
LA

In the meantime, if the additional
return earned in the next three years, thus
ICOR is calculated by the following formu-
la:

where kit is ICOR in year t for activity i, lit-
2 is Investment in year t-2 for activity i, lit-3
is Investment in year t-3 for activity i, Yit-1
is Regional income in year t-1 for activity i,
git is Growth rate of activity i in year t

d. Average ICOR

The average ICOR estimate is in-
accurate if it is based on the average ICOR
per year, due to there may be a bias in the
numbers that may occur in certain years.
To overcome this, the calculation of the av-
erage ICOR should be based on the de-
velopment of investment and cumulative
additional return over a certain period of
time. As with the annual ICOR, the calcula-
tion of the average ICOR can also be dis-
tinguished based on the time lag (Artis et
al., 2015). However, the common formula
for this average ICOR is as follows:

Ili "..Jr—rr

k_. — =

AY,

where, k is average ICOR, | is Investment
AY is additional return (regional income),
i is activity i, t is year t, h is time lag used
where h > 1

The higher the ICOR, the higher
level of economic leakage. Conversely, if
the ICOR is low, it indicates that the econ-
omy is running at a high level of efficiency
so that the leakage is low.
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Type and Source of Data and Its Limita-
tion

The data used in preparing ICOR
are from various sources, including APBD
(Regional Budget) financial statement, re-
ports from agencies or companies, BKPM
(Indonesian  Investment  Coordinating
Board), Bank Indonesia, and publications
on survey and census results published
by Statistics of Districts/City in Goron-
talo and Statistics of Gorontalo Province.
Total investment is calculated from the
amount of Gross Regional Domestic Prod-
uct (GRDP) used for capital formation and
stock change. This value is also used as
total control of the overall ICOR value. It
is known that the concept of output used
in the preparation of ICOR is Gross Value
Added (GVA). The data regarding the in-
crease in GVA are obtained from the pub-
lished results of GRDP calculation. Con-
sidering the limitation of existing data, the
mentioned data cannot simply be used in
calculating ICOR. Therefore, it requires
some adjustments and refinements to the
data, particularly the extreme data. In addi-
tion, the adjustments and refinements are
performed due to the output and invest-
ment limit in the ICOR concept are slightly
different from the standard limit.

RESULTS AND DISCUSSION
Finding
1. General Outline of Gorontalo Province’s
Economy

According to Statistics of Gorontalo
Province (2020), the land area of Goron-
talo Province is 11.257,07 km2, most of
which are on the mainland of Gorontalo,
and a small portion are located on several
small islands in Boalemo District, Pohu-
wato District, and Gorontalo Utara Dis-
trict. Based on the area by districts/city
in Gorontalo Province, the largest area is
Pohuwato District with an area of 4.244,31
km2 or 37.7% of the total area of Goron-
talo, followed by Bone Bolango District
with an area of 1.984,31 km2 or 17.63%,

Gorontalo District with an area of 1.750,83
km2 or 16.55%, whereas the smallest area
is Gorontalo City with an area of 79,59
km2 or 0.71% of the total area of Goron-
talo Province. In 2019, the Gross Regional
Domestic Product of Gorontalo Province
at current prices was 41.150,59 billion ru-
piahs and based on 2010 constant prices,
and the 2019 GRDP was 28.432,87 (bil-
lion). The 2010 Constant Prices economic
growth rate in 2017 in Gorontalo Prov-
ince was 6.73% where it signified a slow-
ing down compared to the previous year,
which was 6.5%, which then decreased
in 2019 to 6.41% (Statistics of Gorontalo
Province, 2020).

Based on Current Prices (ADHB)
in 2019, agriculture, forestry, and fisheries
sectors are the main contributors with a
role reaching 38.93%, followed by whole-
sale and retail trade sector; repair of cars
and motorcycles by 12.42% and construc-
tion sector by 10.67% (Statistics of Goron-
talo Province, 2020). To notice an econom-
ic productivity (by ignoring inflation), GRDP
at Constant Prices (ADHK) is used. Based
on the constant prices in 2010, Gorontalo’s
GRDP in 2019 was IDR 28.432,87 (billion).
The water supply, waste management, and
recycling sectors experienced the highest
growth at 13.61%, followed by wholesale
and retail trade and repair of car and mo-
torcycle sectors at 11.88% and manufac-
turing industry sector at 11.62%. Overall,
Gorontalo’s economy in 2019 grew by
6.41%, and it decreases compared to the
previous year.

2. Population Growth and Employment

Based on the 2010-2020 Popu-
lation Projection, the total population of
Gorontalo Province in 2019 was 1.202,63
thousand people, where Gorontalo was
ranked 3rd with the least population in Indo-
nesia. In 2019, the number of people aged
15 years and over, including the workforce
was 585.896 people with a labor force par-
ticipation rate of 66.83%. Of the total work-
force, the number of employed people is
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Table 1.
Recapitulation of Investment and GRDP ADHK 2010 of Gorontalo Province (in
Billion Rupiah)
Sector Investment GRDP
2018 2019 2020 2018 2019 2020

Primary Sector
1. Crops and Plantation 894 456 1.856 6918.38 7303.53 7143.78

2. Livestock 3 13 15 710.31 767.42 764.18

3. Forestry 32 4 2 166.58 170.49 167.21

4. Fishery 26 171 16 2223.78 2412.32 2407.05

5. Mining 1.571 1.438 116 318.15 333.86 332.18

Secondary Sector

6. Food Industry 303 282 280 671.34 771.37 798.70

7. Textile Industry 1 4 - 26.29 28.10 25.54

8. Leather Goods and - - 4 - - -
Footwear Industry

9. Wood Industry 225 27 4 107.18 116.02 114.69

10. Paper and Printing 2 3 3 18.63 19.28 18.66
Industry

11. Chemical and 99 3 2 0.55 0.56 0.56
Pharmaceutical
Industry

12. Rubber and Plastic - 2 - 1.18 1.22 1.22
Industry

13. Nonmetallic  Mineral - 1 - 83.60 89.11 88.95
Industry

14. Metal, Machinery, and - 7 3 15.59 14.78 14.21
Electronics Industry

15. Medical Precision, - - - - - -

Optical, and Watch
Instruments Industry

16. Motorcycle and Other - 2 5 7.29 7.29 713
Transportation
Industry
17. Other Industries 1.415 568 515 108.05 112.12 103.23
Tertiary Sector
18. Electricity, Gas, and 669 1.568 741 36.46 40.38 43.22
Water
19. Construction 117 326 1.051 2992.64 3065.06 3059.83
20. Trade and Repair 418 1.038 788 3017.51 3372.24 3325.70
21. Hotel and Restaurant 66 116 195 625.46 666.95 659.74
22. Transportation, 44 345 208 2417.36 2556.98 2548.55
Warehouse, and

Communication

23. Housing, Industrial 68 68 854 2559.18 2657.60 2661.86
Estate, and Office
Building

24. Education - 5 - 11556.24 1262.79  1328.11
25. Other Services 1.492 1.867 1.567 2538.51 2659.97 2810.01
Total 7.448 8.312 8.227 26719.27 28428.44 28422.29

Source of Data : (Bank Indonesia, 2021) ; (Indonesian Investment Coordinating Board of
Gorontalo Province) ; (Statistics of Gorontalo Province, 2021)
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562.087, while the unemployed are 23.809
people, with an open unemployment rate
of 4.06% (Statistics of Gorontalo Province,
2020).
3. Investment and ICOR

Investment is the entire expendi-
ture of sources of funds to obtain capital
goods (capital expenditure). As a factor of
production, investment is a pivotal factor in
increasing regional GRDP. In accordance
with the growth theory by Harrod-Domar,
investment has a key role in economic
growth to create income and to increase
production capacity of the economy by in-
creasing the capital stock. Meanwhile, eco-
nomic growth is caused by capital goods,
labor, and changes in the productivity of
these factors of production. An increase
in investment (capital goods) can affect
economic growth, in which an increase in
investment will increase economic growth,
and a decrease in investment will decrease
economic growth (Bhinadi, 2003). In addi-
tion, economic growth is directly related to
foreign direct investment inflow. Good eco-
nomic growth will provide a positive signal
for investment inflow. This means that pri-
vate investment is the engine of economic
growth (Kunle, A., S.0. & Oluwafolakemi,
2014). According to Sukirno (2010), invest-
ment activities allow a community to con-
tinuously improve economic activities and
job opportunities, increase national income
and increase the level of community wel-
fare. The decline in investment will cause
the level of national income to fall below the
capacity of national income. An increase in
investment into certain region will result in
an increase in economic growth. The fol-
lowing is the investment data for Gorontalo
Province during 2018-2020 in table 1.

The data above shows that in

2018, the total investment was IDR
7.448.000.000.000 while in 2019,
the investment increased to IDR

8.312.000.000.000. The increase in invest-
ment during the period of 2018 — 2019 was
IDR 864.000.000.000. In 2020, the invest-
ment was IDR 8.227.000.000.000 where
it indicated a reduction compared to the
previous year (2019-2020), which was IDR
85.000.000.000,-.

In reference to the previous data,
the ICOR value can be determined as fol-
lows in table 2.

The calculation of ICOR of Goron-
talo Province above is an approach to in-
vestment and GRDP data based on con-
stant prices in 2010. According to Soemitro
(cited in Mahmud, 2008), the high and low
ICOR reflects the high and low economic
cost of aggregative investment. This is
also supported by the statement of Artis et
al., (2015) that the large role of consump-
tion in the economy causes the relatively
small role of investment value on econom-
ic growth in Gorontalo Province. Referring
to the earlier ICOR value, the sector that
contributes the most is the Chemical and
Pharmaceutical Industry and followed by
other sectors that also show a large contri-
bution compared to others.

4. Sectoral ICOR of Gorontalo Province

The table below is presented to dis-
close ICOR value without a time lag, ICOR
value with a one-year time lag, ICOR value
with more than one-year time lag, and av-
erage ICOR value in table 3.

Based on the time lag specified
above, a higher ICOR value indicates that
the sector or economy has a very high
level of economic leakage. Conversely,

Table 2.
ICOR of Gorontalo Province
Year 2018 2019 2020
ICOR 0.28 0.29 0.29
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Table 3.
Sectoral ICOR of Gorontalo Province
Sector COR g* ICORy ICORw1) ICORg2)

Primary Sector
1. Crops and Plantation 0.26 -2.24 -11.36 -2.79 -5.47
2. Livestock 0.02 -0.42 -4.72 -3.96 -0.98
3. Forestry 0.01 -1.96 -0,46 -1.14 -9.70
4. Fishery 0.01 -0.22 -3.03 -32.26 -5.01
5. Mining 0.35 -0.50 -68.71  -853.84 -932.34
Secondary Sector
6. Food Industry 0.35 3.42 10.63 10.69 11.48
7. Textile Industry 0.01  -10.03 -0.11 -1.59 -0.23
8. Leather Goods and Footwear Industry - - - - -
9. Wood Industry 0.03 -1.16 -2.84 -20.04 -167.11
10. Paper and Printing Industry 0.17 -3.32 -4.91 -5.38 -3.20
11. Chemical and Pharmaceutical Industry 4.42 049 911.30 966.66  36346.82
12. Rubber and Plastic Industry 0.06 0.08 78.19 1636.60 0.00
13. Nonmetallic Mineral Industry 0.00 -0.18 -2.34 -7.61 -0.32
14. Metal, Machinery, and Electronics 0.24 -4.06 -5.71 -10.89 -0.04

Industry
15. Medical Precision, Optical, and Watch - - - - -

Instruments Industry
16. Motorcycle and Other Transportation 0.70 -2.19 -31.47 -12.39 -0.28

Industry
17. Other Industries 4.99 -8.61 -53.38 -58.82 -146.61
Tertiary Sector
18. Electricity, Gas, and Water 17.14 6.56  279.63  591.87 252.58
19. Construction 0.34 -0.17  -200.63 -62.14 -22.38
20. Trade and Repair 0.24 -1.40 -16.70 -21.99 -8.86
21. Hotel and Restaurant 0.30 -1.09 -26.68 -15.84 -9.11
22. Transportation, Warehouse, and 0.08 -0.33 -24.63 -40.73 -5.24

Communication
23. Housing, Industrial Estate, and Office 0.32 0.12 262.45 21.00 20.97

Building
24. Education 0.00 4.92 0.00 0.08 0.00
25. Other Services 0.56 5.34 11.03 13.15 10.51

if the ICOR value is low, the economy is
running at a high level of efficiency, so
that economic leakage will be low too. The
previous data are supported by research
(Susilowati et al., 2012) which states that
the ICOR value <1 signifying an efficient
investment.

In terms of economic growth (g*),
the economic condition in 2020 was not
S0 good, as a decline in growth in various
sectors has been recorded. Also, table 3
above reveals that that out of the 25 invest-
ment sectors, only 7 sectors show positive
economic growth, whereas the rest are

negative. The seven sectors include: Food
Industry, Chemical and Pharmaceutical In-
dustry, Rubber and Plastic Industry, Elec-
tricity, Gas and Water, Housing, Industrial
Estate and Office Building, Education, and
other services.
5. Projection of ICOR

To increase investment in Goron-
talo Province, both public investment and
private investment, it is necessary to make
an investment projection based on the in-
vestment value in 2020, where trend mo-
ment analysis is employed for economic
growth projection (g). The trend moment
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Table 4.
Sectoral Investment Needs Estimate based on ICOR
Sector oo ICOR g™z Al* 5025 12025
(a) (b) (©) () (e)=(c)x(d) (f)=(e) x(b)}*+(b)
1. Crops and Plantation 1856 -11.36 3.30 4.4542 34445.81
2. Livestock 15 -4.72 3.20 4.2882 4042.15
3. Forestry 2 -0,46 3.30 4.4536 912.88
4. Fishery 16 -3.03 3.10 41083 12297.03
5. Mining 116 -68.71 3.15 4.2017 1728.90
6. Food Industry 280 3.42 2.76 3.5586 3461.95
7. Textile Industry - -10.03 4,00 5.6641 171.18
8. Leather Goods and Footwear Industry 4 - - - -
9. Wood Industry 4 -1.16 3.18 4.2411 602.09
10. Paper and Printing Industry 3 -3.32 3.41 4.6404 106.26
11. Chemical and Pharmaceutical Industry 2 0.49 3.1 41416 3.89
12. Rubber and Plastic Industry - 0.08 3.09 4.1035 7.21
13. Nonmetallic Mineral Industry -0.18 3.1 4.1317 457.48
14. Metal, Machinery, and Electronics 3 -4.06 3,58 4.9258 85.19
Industry
15. Medical Precision, Optical, and Watch -
Instruments Industry
16. Motorcycle and Other Transportation 5 -2.19 3.35 4.5329 40.46
Industry
17. Other Industries 515 -8.61 3.90 5.4850 670,47
18. Electricity, Gas, and Water 741 6.56 2.56 3.2376 184.13
19. Construction 1.051 -0.17 3.15 4.1965 15901.42
20. Trade and Repair 788 -1.40 317 42233 17372.07
21. Hotel and Restaurant 195 -1.09 3.19 4.2574 3469.49
22. Transportation, ~ Warehouse,  and 208 -0.33 3.13 4.1646 13163.13
Communication
23. Housing, Industrial Estate, and Office 854 0.12 3.12 4.1442 13688.93
Building
24. Education - 492 2.69 3.4443 5903.51
25. Other Services 1.567 5.34 2.86 3.7183 20769.12
Total 8.227 2.94 3.9327 149664.75

method is an analytical method used for
predicting purposes based on historical
data (time series) by forming an equation
Y =a+ bX.

The data above signify the invest-
ment projection of Gorontalo Province
for 2025. Dariyanto & Hafizrianda (2010)
state that the higher ICOR indicates that
a sector or economy has a very high level
of economic leakage. Conversely, if the
ICOR is low, the economy is running with
a high level of efficiency, so that economic
leakage is low too. In other words, a lower
ICOR indicates the technology used in the
sector is labor-intensive, while a higher

ICOR indicates the use of capital-intensive
technology.

Discussion
1. ICOR of Gorontalo Province

Table 2. shows the condition of
average ICOR value from 2018 to 2020,
which showing the value of 0.29, and it is
impacted by changes in capital (AK) and
changes in output (AY) in each year. Dur-
ing the COVID-19 Pandemic in 2020, there
was a decline in the value of capital and
output.

Meanwhile, table 3 provides an
outline of the sectoral ICOR condition of
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Gorontalo Province. Of the 17 sectors that
became output, only a few sectors show
positive values, whereas the rest are nega-
tive, meaning that no economic growth in
these sectors is recorded. Sectors show-
ing positive growth (g) in 2020 are: Food
Industry; Chemical and Pharmaceutical In-
dustry; Rubber and Plastic Industry; Elec-
tricity, Gas and Water; Housing, Industrial
Estate and Office Building; Education; and
Other Services.

2. Investment Needs Estimate and Sector
with High/Low Productivity

Based on table 3, it is identified that
the sector that has high productivity is the
food industry which shows a good level
of capital productivity compared to other
sectors. For ICOR with one-year time lag
(lag 1) is 10.69, and in conformity with the
figure, it is visible that to increase output
by IDR 1.000.000, an investment of IDR
10.686.500 is needed. The figure can also
be interpreted as follows: an investment in-
creases by IDR 10.686.500 will encourage
an increase in output by IDR 1.000.000
(ADHK 2010). The food industry sector in
Gorontalo Province has a sufficiently low
ICOR value compared to other sectors,
and it is in accordance with the theory ac-
cording to Dariyanto & Hafizrianda (2010),
where a low ICOR value is good due to the
economy runs with a high level of efficiency
so that economic leakage is low. In other
words, the lower the ICOR, the greater the
efficiency and productivity of the invested
investment so that the more efficient and
productive the investment will lead to eco-
nomic growth (Kuntara, 2016).

The sector with low productivity is
the chemical and pharmaceutical indus-
tries. Based on table 3, the chemical and
pharmaceutical industry owns massive
capital productivity compared to other sec-
tors, the ICOR(t-2) value is 36346.82, and
the figure can be interpreted as follows:
to increase output by IDR 1.000.000 in
the next two years, an investment of IDR
36.346.820.000 is needed this year. Ac-

cording to Dariyanto & Hafizrianda (2010),
this shows that the higher ICOR condition
indicates that a sector or economy has a
very high level of economic leakage.

The projections of investment
needs can be noticed in table 4 that is a
sectoral investment projection based on
ICOR, where the researchers rank top
three sectors that will become leading sec-
tors in 2025 for Gorontalo investment pro-
jection and they are food and plantation
crops; trade and repair; and construction.
The following is the analysis:
An investment estimate for Food and Plan-
tation Crops sector:
[20% = (ICOR x g#*#® +1)x |y,
=((-11.36) x 3.30 + 1) x 1.856
= 34445.81

It is interpretable that based on
the estimation, the income growth of the
food and plantation crops sector in 2025
is 3.30%, and the ICOR is -11.36, then to
achieve this income growth, an additional
4.45% of investment is needed or IDR
34445.81 in rupiah. Overall, it is obvious
that in order to achieve regional economic
growth of 2.94% in 2025 (see total line),
investment growth of 3.9327% is needed
from 2020 to 2025, or the additional region-
al investment needed is IDR 149664.75 in
rupiah.
3. ICOR during Covid-19 Pandemic

According to BKPM Indonesia
(2020), the COVID-19 pandemic that has
occurred since March 2020 has had a con-
siderable impact on almost all countries in
the world, including Indonesia and Goron-
talo Province as a part of the country. The
negative impact strikes not only in one area
of investment but also in almost all existing
activities. This is due to a policy where the
central government urges the local govern-
ment to carry out lockdown in each region,
which eventually impacts economic activity.
The lockdown has forced all citizens to stay
at home/work from home for office work-
ers. Meanwhile, the entrepreneurs choose
to reduce production and even are forced
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to lay off their employees. It is noticeable
that in table 3 column (g*), the economic
growth occurs only in 7 sectors, namely;
electricity, gas and water (6.65%); other
services (5.54%); education (4.92%); food
industry (3.42%); chemical and pharma-
ceutical industry (0.49%); housing, indus-
trial estate and office building (0.12%) and
the rubber and plastic industry (0.08%). In
addition, they show negative values, which
in other words, they do not show any eco-
nomic growth.

In consideration of government’s
policy to stay at home during the COV-
ID-19 pandemic, the needs for household
basics such as water, electricity, gas and
even food and medication have greatly
changed people’s consumption style. A
study conducted by Hapsari, Astuti, &
Praswati (2020) underpins the previous
data by stating that there have been highly
significant changes, especially in the com-
munity’s dietary patterns and also medica-
tion according to research conducted by
Dewati & Saputro (2020). In the meantime,
a study related to the economic growth
in the electricity and gas sector has been
completed by Widyastuti & Nugroho (2020)
and declares that the COVID-19 pandemic
had an impact on decreasing prices and
production of oil and gas, including the
cessation of upstream activities and reduc-
tion of refinery activities. However, the oll
and gas industry plays an important role
in Indonesia as a source of income for the
State Budget and energy sources, in par-
ticular, Oil Fuel, to drive various sectors of
life throughout Indonesia. Therefore, vari-
ous efforts are made by the government so
that sectoral consumption is maintained.

CONCLUSION

Based on the discussion, the re-
search findings refer to the three points in-
cluding: 1.) ICOR value from 2018 to 2020
shows an average value of 0.29 where it is
impacted by changes in capital (AK) and
changes in output (AY) in each year, 2) the

food industry sector in Gorontalo Province
has a sufficiently low ICOR value, a low
ICOR value is claimed to be good as the
economy runs with a high level of efficien-
cy. While the chemical and pharmaceutical
industry owns massive capital productivity,
and the higher ICOR value indicates the
use of capital-intensive technology. Also,
the sectoral investment projection based
on ICOR has led researchers to rank the
top three sectors that will become the lead-
ing sectors in 2025 for Gorontalo invest-
ment projection that are food and plantation
crops; trade and repair; and construction,
and 3.) the government’s policy to stay at
home during the COVID-19 pandemic has
changed people’s consumption style sig-
nificantly for basic household needs such
as water, electricity, gas, food, and medi-
cine.
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