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Abstract- This study aimed to obtain the best course of development of West Sumatera in the ASEAN Economic 
Community by using two variables: Investment Market and Skilled Labor. Furthermore, the technique used in this study is 
the analyticalhierarchy process (AHP) which utilizes 20 experts/specialists as respondents/resources in determining the 
relative merit of a set of alternatives and putting them in order from most to least desirable to measure the potentials. This 
study will be conducted in three phases which covers, ranking, prioritization and decision making over the variables 
mentioned above to obtain the best development policy for West Sumatera in the ASEAN Economic Community. The final 
result of this study indicated somefactors which drive the course ofdevelopment ofthe ASEANEconomic Communityin 
investment in West Sumatera. The most influential factor to investment islegal certaintywith the greatestweightingto8.090. 
Following the factor are physical infrastructure of 5.471, traditional culture of 4.869and tourismof4.573. Whereas some 
factors inskilled laborin West Sumatera are personality trait, which is the most influential factor, weighingto7.300, 
skillfactorof6.072, educational levels of5.635andeducational typeof3.963. 
 
Keyword- Development Priorities, Policy, Analytical Hierarchy Process (AHP). 
 
I. INTRODUCTION 
 
Background of Study 
 
ASEAN Economic Community is a major declaration 
carried by the 10 ASEAN countries, with the aim of 
expanding the market (trading) between countries. 
ASEAN Economic Community increasingly has an 
impact on free competition, as well as requires 
competitiveness of the countries involved in the 
ASEAN free trade agreement, both in the context of 
international and national competitiveness, and even 
followed by regional competitiveness, to compete in 
ASEAN standards. 
Two goals to be achieved in the ASEAN Economic 
Community 2015 is a free trade flows for investment 
and skilled labor among ASEAN countries. The goal 
of free trade AEC is to open up investment and 
employment opportunities as much as possible for all 
citizens of ASEAN. In other words, every citizen is 
allowed to participate in investment activities and is 
free to exit and entry from one country to another in 
order to get a job without any obstacles in the 
destination country. Therefore, this is an open 
opportunity for every country in ASEAN to improve 
the opportunities and market share. 
According to Imaroh (2014), approximately 43 
percent of ASEAN's total population belongs to 
Indonesia. As the result, the implementation of the 
AEC is actually going to put Indonesia as the main 
market of ASEAN. This will certainly create a more 
competitive economic activity for every citizen 
within a country to be able to compete with any 
citizens in the ASEAN countries. Otherwise, the 
ASEAN market will only be dominated by those who 
have the ability to meet the adequate capital and 
skilled labor in the world. In addition, Indonesia is 
also a country with quite considerable potential in 

free trade ASEAN Economic Community. This is for  
its highly strategic position in ASEAN trade area. In 
addition, Indonesia is a country with the largest 
archipelago in the world. 
 
According Imaroh (2014), approximately 43 percent 
of ASEAN's total population belongs to Indonesia. In 
other words, the implementation of the AEC is 
actually going to put Indonesia as the main market of 
ASEAN. This will certainly create a more strict 
competition in economic activity for every citizen 
within a country to be able to compete with any other 
citizens in the ASEAN countries. Otherwise, the 
ASEAN market will only to be dominated by those 
who have adequate capital and is able to meet the 
skill required by the regional market. In addition, 
Indonesia is also a country with quite considerable 
potential in free trade ASEAN Economic 
Community. This is for its highly strategic position in 
ASEAN trade area. In addition, Indonesia is the 
largest archipelago in the world. 
 
Facing the globalization era of the ASEAN Economic 
Community, Indonesia should optimize its economic 
potential through the improvement of human 
resources and investment in various fields. By 
looking at the growing challenges at the regional 
level in the form of an ASEAN Community in 2015, 
Indonesia as the country with the largest population 
in Southeast Asia could benefit most from this. Yet, 
the education contribution to improve the quality of 
human resources is still low. This can be seen from 
Indonesia's human development index among the 
member countries of ASEAN. Indonesia ranks 5th 
and belongs to a group of middle index after 
Singapore, Brunei, Malaysia and Thailand. 
Moreover, the development of investment in 
Indonesia in the process of development and 



International Journal of Management and Applied Science, ISSN: 2394-7926 Volume-1, Issue-9,     Special Issue Oct.-2015 

Measuring Development Priorities of West Sumatra Towards Asean Economic Community 
 

227 

economic cooperation state, becomes an activity that 
is very important in supporting the competitiveness 
between countries in ASEAN. A survey ASEAN 
competitiveness conducted by Lee Kuan Yew School 
of Public Policy and the National University of 
Singapore in 2011-2012 mentioned that Indonesia is 
the most attractive market to investors. From the 
scale of investment attraction, 0-10, Indonesia scored 
6.89 or higher compared to the other nine ASEAN 
countries. 
After Indonesia, there are Vietnam, Singapore, 
Thailand, and Malaysia. There are some weaknesses 
that emerge more obstacles and potentially reduce the 
competitiveness of Indonesia. 
Based on the survey of ASEAN-BAC (ASEAN -
Business Advisory Council) from 2011 to 2012 to 
405 businessmen revealed that the main cause of this 
investors’ reducedinterest to invest in Indonesia is 
due to high level of corruption, poor infrastructure, 
and weak rule of law. Indonesia has the 5th highest 
index of corruption among 10 other countries. This 
indicates that Indonesia is among the most corrupted 
countries. 
 
Based on data of Transparency International 
Corruption Perceptions Index 2013, Indonesia is in 
the 114th placeout of 175 countries with the 
leasttransparent governance or a country with a high 
level of corruption. As for the region of ASEAN 
countries, Indonesia ranks sixth for good governance 
with a massive index of 32, which is far below 
Singapore, Brunei Darussalam, Malaysia, Thailand 
and the Philippines. In addition to the problem of 
corruption, a major obstacle that could impede 
investment which in the endinterrupts national 
economic growth is the problem of poor 
infrastructure. This poor infrastructure will have an 
impact on transport costs. Other factors that willalso 
be a barrier to obtain higher competitiveness and 
disrupts investment climate in Indonesia is the legal 
certainty and regulation, better known by the 
bureaucracy. Legal certainty and regulationindexes of 
Indonesia is 3.80,the second highest after Vietnam 
with the index of 3.82. Followed by the Philippines 
with an index of 3.85. As for the taxation and 
administration index as a barrier to investment, 
Indonesia is in the top three highest with an index of 
3.64 and is equivalent to the Philippines and 
Cambodia. It is because the rule of law can be a 
major parameter for investors to invest in a country. 
 
Problems 
Based on the above study background, the authors 
were interested in conducting research to measure or 
see Indonesia's potential in the free market of the 
ASEAN Economic Community, by providing a limit 
research to areas of West Sumatra, for two variables 
which are investment and skilled labor, to then be 
able to determine a policy in developing the main 
potential elements in West Sumatra. 

II. LITERATURE REVIEW 
 
ASEAN Economic Community 
ASEAN Economic Community (AEC) is a form of 
regional integration which is planned to be achieved 
by 2015. With this achievement, the ASEAN will 
become a single market and production base where 
there is the flow of goods, services, investment as 
well as free skilled labor and capital. The flow of 
commodities and factors of production are expected 
to bring ASEAN into a prosperous and competitive 
region with well-distributed economic development, 
and reduced level of poverty and socio-economic 
differences in the ASEAN region (Ministry of Trade, 
Page 2). 
For Indonesia, the regional economic integration 
opportunities should be utilized to the maximum 
extent as possible. The number of population, area 
and geography, as well as the largest GDP in 
ASEAN, these should be valuable assets to Indonesia 
in order to be able to become a major player in AEC. 
But to reach the success of AEC, it is necessary to 
achieve the hard work of both internal parties of each 
member country and at regional level in 
implementing these commitments together. The 
engagement of all parties in all member counties of 
ASEAN is absolutely imperative so that the attempt 
to make the ASEAN as a competitive region for 
investment and free trade can benefit all ASEAN 
countries. 
 
Decision Making Theory 
The decision making process is simply defined as one 
step in choosing a wide range of policy alternatives 
that exist. In the theory of decision making, decision 
makers (decision makers) consider view of the world 
from a certain angle (the world as vowed) is more 
important than the objective reality itself (in Thomas 
Brewer, 2006: 182-183).  
Policy is an action that leads to a specific purpose, 
which is carried by a person or an actor associated 
with a problem. The actions of the perpetrators of 
policy makers in the form of decision-making is 
usually not a single decision, which means that the 
policy is taken by considering some decisions related 
to the existing problems. Decision-making can also 
be interpreted as the best alternative selection from 
some of the available alternatives. 
 
Conceptual Framework 
Determination of the variables in this study tailored to 
the needs and goals of this study. The variables that 
become the main indicator in the study is comprised 
from some of the research results, such as the World 
Economic Forum (2014), KPPOD (2003), Irawati et 
al (2008), Paidi (2012). Here are the main 
determinants of the direction of development 
indicators of West Sumatra in the ASEAN Economic 
Community, as shown in the conceptual frameworks 
below (Figure 1). 
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III. RESEARCH METHODS 
 
Sampling  
This study was conducted by using random sampling 
to determine the respondents which were considered 
adequate to represent a segment of society that is 
assessed to have a set of knowledge, understanding, 
influence, and is affected by the impact of AEC and 
its relation to the investment and skilled labor in West 
Sumatra. Total respondents utilized in this study were 
30 respondents consisting of professionals, academics 
and community leaders. The data collecting was done 
by using a questionnaire. 
 
Analysis  
The analysis method used in this study was 
Analytical Hierarchy Process (AHP). This method is 
used to give weight to each factor in variables to find 
the determinants of the development course for 
investment and skilled labor in West Sumatra towards 
ASEAN Economic Community. The process of 
assigning weights to the indicators is done through 
questionnaires to respondents who already 
predetermined. 
After the weight measurement, of each variable, the 
data analysis was then performed and processed by 
using Expert research tools Choice11 and M . Excel 
2007. In this analysis phase, the rating of each 
indicator was obtained with a presentation/ results 
rank (priority) in each variable. The most important 
indicator with the highest weighting was then served 
as one of policy alternatives from the experts, who 
were also respondents of this study. 
The following steps are performed in this study, 
which include: 
1) Identifying weight relative priority or 
importance level between indicators in a single 
variable. The method used in this identification is 
the Analytical Hierarchy Process (AHP), in which 

AHP method is used to determine the hierarchy of 
criteria or comparing the relative level of interest 
among the criteria, or in this study referred to the 
indicators. 
2) Measuring the importance level of West 
Sumatra’s development by comparing each of the 
investment and skilled labor indicatorsto anotherthat 
has been previously measured, and performedthe 
multiplication of one to another value of the 
standardized indicator with priority weight of each 
indicator in each variable. Furthermore, this is a 
weighted indicator of the value obtained: 
a. Priority ranking among important indicators 
in West Sumatra for investment and skilled labor. 
b. Priority ranking difference of all indicators 
in West Sumatra in the field of investment and skilled 
labor. 
3) Choosing alternative to free-market policies 
of investment and skilled labor in West Sumatra by 
weighting the results of the indicators and analyzes 
that have been done using the data collected from 
respondents. 
Saaty (1993: 48) stated that to choose one among a 
number of policy alternatives, researchers can 
consider some of the benefits and alternative policies 
separately. In the hierarchy benefit analysis, there are 
three possible scenarios for future 
consideration. Research hierarchy in this study, 
wanted to base their policy decisions on a number of 
considerations in which the impact depends on each 
variable. Then the priority of each variable will 
reflect the relative importance of alternative policies 
formulated. 
 
IV. RESULTS AND DISCUSSION 
 
Profile of Respondents 
Based on the results of the tabulation of the 20 
respondents in the research samples so far showed 
that 65% of therespondents are male, and the rest are 
female,35%. While most respondents who were 
considered to be the experts ranging from 41-50 years 
of was 40%, followed by the age of 50 years at 30%, 
followed by the age of 31-40 years by 20%, with 
respondents' education levels,bachelor and master as 
showed in the table below. (Table 1). 
 

Table 1Characteristics of Respondents 
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Source: Data Processed Writer 
 
Weighting and Ranking Indicators (sub-Variable) 
This weighting is used as a basis to determine the 
most dominant factor in determining the direction of 
investment policies and skilled labor in West Sumatra 
in the AEC. Greater weight than a factor indicates a 
more important factor than other factors. Here are the 
results of weighting factors (sub-variables) West 
Sumatra policy makers in the AEC, as shown in 
Table 2. 

 
Table 2 Weighting and Ranking Results 

 
Source: Processed Data  
 
Based on the findings showed that the the most 
influential factor that will lead West 
Sumatera’sdevelopment course towards ASEAN 
Economic Community for investment variable is 
legal certainty factor (3) which has the highest weight 
of 8.090 and is then followed by physical 
infrastructure (1) amounted to 5.471, local culture(4) 
amounted to 4.869 and tourism (4) in the last rank, 
4.573. 
 

Graph of Investment Ranking 

 

While for the other variable, skilled labor, personality 
factors (4) has the highest weight which is 
7.300, followingskill (3) of 6.072, level of education 
(1) amounted to 5.635 and type of education (2) of 
3.963 with the lowest weight. 
 

Graph of Skilled Labor Ranking 

 
 

Looking at the weighting results showed that the 
responses of the experts to the MEA policy 
determinants influenced by legal certainty for 
investment markets and personality trait for skilled 
labor market elements. 
Legal certainty is considered the most influential 
factor in investment activity since this factor is taken 
into account at the early stages investmentvaluation 
of a region/ country. In addition, legal certainty is 
crucial given that Indonesia is yet the country with 
the highest level of corruption according to the data 
of International Transparency. 
While, the personality trait is thought to be crucialfor 
the reasons of the increasingly high competitiveness 
of global workforce, the workforce puts personality 
trait in the first place when it comes to recruittingnew 
employees. 
 
CONCLUSION AND SUGGESTION 
 
CONCLUSION 
 
Based on the analysis and discussion performed, it 
can be concluded: from the results of weighting and 
ranking obtained than the main factors that will 
significantly influencethe development course of 
West Sumatra towards ASEAN Economic 
Community on the elements of the investment market 
and skilled workforce are legal certainty (8.090) and 
personality trait ( 7.300). 
Suggestion 
Based on the conclusion given above, this study 
suggeststhat the decision-makers consider these 
following points: 
 The need for improvement in the field of 
investment services licensing and legal certainty asan 
effort to increase investment and fair legal quality, 
easy, fast and certain in order toimprove West 
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Sumatera’s competitiveness to be able to compete in 
AEC 2015. 
 The need for improvement on the quality of 
education in enhancing personality (soft skills) of the 
local workforce to improve the skilled labor 
competitiveness to meet with the requirements of 
AEC. 
 The need for the involvement 
of stakeholders in any formulation of public policy to 
promote the manifestation of accountable and 
transparent governance for the realization of good 
quality public policy and acceptable to all parties. 
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