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ABSTRACT 

Purpose of this research is to determine the factor that affects tourism development and evaluate the critical 

factors of strategic planning to create employment using tourism in Banyuwangi. Policymakers need to 

understand the relative importance of tourism development factors to create employment. A 4-level of AHP 

model was proposed and tested to support their decision-making process. Results indicate that improving 

infrastructure and quality of human resource using high investment flow appears to be the most important 

factor for creating employment in Banyuwangi. 
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1. INTRODUCTION 

Reducing unemployment rate in developing countries has 

been viewed as an annual task for policymakers, especially 

in Indonesia. Compared to other developing Southeast 
Asia countries, Indonesia’s unemployment rate is high. In 

2017, Indonesia’s unemployment rate is 5, 5% which is the 
highest unemployment rate in Asia with Mongolia, 

Pakistan, and Philippines [1]. This condition leads to make 

unemployment as a problematic issue to deal with in 
Indonesia. 

In the effort to reduce unemployment rate, Indonesia’s 
government have to understand it is important to create 

jobs that match with skill and expectation of 

unemployment [2]. In developing countries, tourism is one 
of the options for economic development in national and 

regional levels [3]. Ministry of Tourism [4], Goeldner and 

Ritchie [5], Asih and Asih [6] and Agraj and Murati [7] 
shows that tourism has significant impact for economic 

development, improve community welfare, and create jobs 
for the community. Also, the tourism sector is a sector that 

is not affected by global economic conditions and its 

benefits can be felt by all community at any levels [8][9].  
According to the explanation above, Indonesia’s 

government choose tourism as its leading sector since 

2014 [10]. Several regions that have been serious in 
developing their tourism potential have begun 

experiencing consistent economic growth and increasing 
community welfare [11]. One of the cities that shows rapid 

growth due to developing tourism sector is Banyuwangi. 

Banyuwangi, as part of the popular tourist destination in 
East Java, has a strong economic impact from domestic 

and international tourist arrival. Banyuwangi is the widest 

area on Java Island and the 1st city to receive the UNWTO 
Award as the best tourism city in 2016 [12]. The 

development of the tourism sector which has a positive 

impact on the problems that exist in Banyuwangi makes 

the development of the tourism sector as a major policy. 
Banyuwangi has offered so much to travellers - a rich and 

varied culture; it's natural beauty; various activities that 

must be carried out; and friendly citizens; to reduce 
unemployment, it is necessary to make good strategic 

planning to achieve this goal. The policy will serve as a 

guideline in reduce unemployment. According to Badan 
Pusat Statistika Banyuwangi [13], the unemployment rate 

of Banyuwangi tends to increase every year. Besides, the 
elasticity of the employment rate of the tourism sector is 

inelastic with a coefficient of 0,51 which indicate that the 

Banyuwangi government needs to make improvements in 
their policy so that the tourism sector can absorb more 

employment and is in line with the goals of the tourism 
sector development in Banyuwangi. 

1.1. Related Work 

According to Kurniawan [14] and Bassam [15], the 

tourism sector has a positive impact on employment. 
Kurniawan stated in his work that employment creates 

because of high spending of money from travellers in a 

tourism destination. High spending of money leads citizen 
to serve everything that travellers need on the tourist 

destination. Specifically, Bassam stated in his paper that 

employment created in restaurant industries is higher than 
in hospitality. Esichaikul and Baum [16] also show that 

employment can be created from developing tourism 
sector if the government and educational institution work 

together to create employment that needed by the tourism 

sector. Hampton [17] also show improving quality of 
human resource helped created employment in developing 

tourism sector. The key factor that can lead to a bigger 

impact of creating employment is using a bottom-up 
approach so the community can be involved in decision 

making and maintain regional economic growth [18].  
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Based on past research, there are a lot of indicators that 

can create employment by developing tourism destination. 

Many indicators make creating good policy decision 

becoming a complex problem. It is important for 

policymakers to understand how to analyse their complex 

problems using multiple criteria for decision making [19]. 

Using Analytic Hierarchy Process (AHP) as a method to 

choose the right decision, especially in tourism, is the right 

choice. In many research conducted in many countries 

shows that AHP can help to evaluate critical factors to 

choose the right decision. In India [20], Taiwan [21], 

Vietnam [22], and many other countries using AHP to 

determine priorities in decision making.  

1.2. Our Contribution 

This paper presents some improvements based on all 

previous research. In Indonesia, especially Banyuwangi, 
we rarely find research using AHP to identifies the factors 

that influence tourism development and evaluate the 

critical factors in strategic planning to utilize developing 
tourism to creating employment. 

1.3. Paper Structure 

The rest of the paper is organized as follows. Section 2 

explains the research methodology. In the next section, we 
discuss a case application, and the final section decides the 

conclusion of this paper. 

2. RESEARCH METHODOLOGY 

The Analytical Hierarch Process (AHP) was initially 
developed by Saaty [23] and has been widely used for 

solving multiple criteria problems or decision making. 
AHP aims to prioritize various alternative choices. There 

are 4 axioms according to Pratiwi [24], including (1) 

Reciprocal Comparison means decision making must 
contain a comparison and state its preferences; (2) 

Homogeneity must be expressed on a limited scale or the 

elements can be compared with one another; (3) 
Independence means assuming that criteria are not 

influenced by alternatives but by the whole object; and (4) 
the expectation of the hierarchical structure is assumed to 

be complete. 

Technically and basically, the AHP method consists of 
basic principles in understanding AHP. According to 

Basuki and Andharini [25], the first basic procedure is to 

form a hierarchy from breaking down a complicated 
multiple criteria decision-making problem. Each level has 

a specific element from the problem. The aim of the 
research is at the top, and at each descending level of 

hierarchy filled with the criteria, sub-criteria, and 

alternatives. Figure 1 shows the hierarchy structure with 

the goal of determining the best policy to reduce 
unemployment. 

 
Figure 1 AHP Structure 

Based on Figure 1, ST 1 is an alternative to optimize 

investment in processing natural products, provide tourism 
support facilities that cannot be met by the government, 

and form cultural foundations to preserve the culture of the 

community. ST 2 is an alternative to optimize investment 
in infrastructure improvement by involving the community 

and facilitate education and training for the community to 

meet the needs of the labour market. ST 3 is an alternative 
to planning sustainable tourism and highlighting cultural 

events that have special characteristics as Banyuwangi 
characteristics. ST 4 is an alternative to improving 

infrastructure by paying attention to the sustainability 

system and strengthening local culture as the community's 
identity. 

Table 1 Pairwise Comparison Scale 

Intensity of 

Importance 
Definition 

1 
Two activities contribute equally to the 

objective 

3 
One activity slightly favour over 
another 

5 
One activity strongly favour over 
another 

7 
An activity is favoured very strongly 

over another  

9 
The evidence favouring one activity 

over another 

2,4,6,8 
For compromise between the above 
values 

Source: Saaty (1996) 
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After the hierarchy has been constructed, criteria and 
alternatives are assessed through pairwise comparisons. 

For problems that have a scale of 1 to 9 is the best scale in 

expressing opinions. Comparisons are made based on 
policymakers' decisions by assessing the level of 

importance between one element and the other [26]. 
Pairwise comparison is essential set when using AHP to 

determine which of two elements is more important with 

respect to higher-level criterion used 1-9 scale as shown in 
Table 1. 

For each criteria and alternative, pairwise comparison is 

needed. The relative comparison values are then processed 
to rank alternative for all alternatives. Both qualitative and 

quantitative criteria can be compared in accordance with 
established assessments to produce weight and priority. 

We enter the value of each element to forming a matrix 

that exhibits the priorities from all the paired comparisons. 
After finishing the matrix, each element of each level have 

relative weights that calculated as normalized eigenvector 

components. Then the normalized eigenvector combined 
with the largest eigen-value of their comparison matrix 

that the value can be predicted by the geometric mean of 
each row [27]. According to the result of this calculation, 

the value should be meet the acceptable consistency index 

(CI) and consistency ratio (CR) values as suggested by 
Saaty. 

3. CASE APPLICATION 

In accordance with the AHP design, the study selects key 

respondent who knows well about economic condition in 
Banyuwangi and several respondents are from the 

community who are the subject of tourism Banyuwangi. 
By following with the AHP design, the study selects key 

respondent who knows well about economic condition in 

Banyuwangi and several respondents are from the 
community who are the subject of tourism Banyuwangi.  

An open questionnaire is used to collect the data and the 

respondents were allow to choose corresponding 
numerical values based on big or not the impact of each 

attribute in selecting the best alternative to reduce 
unemployment. After collecting all data needed, the 

pairwise comparisons matrix is constructed. As shown in 

Figure 1, the criteria consist of four main factors (1) 
natural resource; (2) human capital resource; (3) capital; 

and (4) innovation. According to Table 2, human capital 

resource is the most influential criteria followed by capital 
and innovation in the same rank and finally natural 

resources. CI and CR from the main factors are 0,025 and 
0,027, confirm conform to the acceptable deviation scope 

suggested by Saaty. Therefore, the result supported by 

Hampton [28] that stated improving human capital 
resources quality can reduce unemployment. 

Factor natural resources consist of natural potential, 

infrastructure, and environment results show the most 
important sub-criteria in respect of main factor is 

infrastructure, followed by natural potential and 

environment with CI 0,048 and CR 0,083. Therefore, the 
result supported by Hussin and Buchmann [29] that stated 

improve infrastructure can developing tourism sectors 

which reduce unemployment in local community. 
 

Table 2 Pairwise Comparisons of Main Factors 

 
Source: Authors’ estimation (2020). 

 

In order, human capital resources consist of quality of 

human resources, culture, and unemployment results show 
the most important sub-criteria in respect of main factor is 

quality of human resources, followed by unemployment 

and culture with CI 0,008 and CR 0,014. The results 
weren’t surprising because improving the quality of human 

resources has been proving to reduce unemployment. 
For the capital factor, the results show the most important 

sub-criteria in respect of main factors is investment. The 

second rank is economic competition and the last place is 
finance. The CI value is 0,059 and CR value is 0,096. 

Investment is the potential founding to develop tourism 
sector. With high flow investment, the government can 

create and maintain jobs for community and widener tax 

basis [30]. 

Table 3 Pairwise Comparisons in Respect of Main 

Factors 

 
Source: Authors’ estimation (2020). 
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Table 4 Synthesizing to Obtain Final Results 

 
Source: Authors’ estimation (2020). 

 

Innovation, as the last factor, shows the most important 

sub-criteria in respect with main factor is value-added, 
followed by government innovation and development of 

natural products. The CI value is 0,028 and CR value is 

0,048.  
Synthesizing all the result with all four strategies, final 

results given in Table 4. The overall priorities for the 
alternatives strategies show ST 2 is the most favourite 

strategy to reduce unemployment with developing tourism 

sectors. ST 2, as stated before, is an alternative to optimize 
investment in infrastructure improvement by involving the 

community and facilitate education and training for the 

community to meet the needs of the labour market. High 
flow investment that gains by the government should be 

used to improve infrastructure in Banyuwangi such as 
improving accessibilities to destination tourism for 

connecting more destination to gain more income and rise 

community welfare. Not only improving infrastructure, but 
the investment should also be used to improve human 

resource quality by providing free education and training 
for unemployment [31]. Free education and training that 

provides by the government can be lead to reduce 

unemployment because there will be minimized mismatch 
between the job seeker and job availability. Kind of 

education that can be provided by the government like 

informal education such as language education to rise 
communication between the community with international 

travellers, crafting a handmade souvenir for travellers with 
local stuff or providing better education environment 

especially for young populations. Young population in 

Banyuwangi shows a trend to choose jobs that don’t need 
much effort rather than the older population. This case 

leads a lot of young population to become unemployment 

because there is not much job available with low 
qualification. In the other hand, the older population can 

be given training about using technologies because the 
older population in Banyuwangi cannot develop their 

business because they can’t take advantage of 

technological advances.  
The research study results can be useful for various 

stakeholders, (1) policymakers, deciding better policy to 

reduce unemployment so there wouldn’t be disparities 
between area in Banyuwangi, (2) academic institution may 

use the result to provide skills that community need to 
have better job, (3) NGO’s and other organizations, can 

have better idea of which areas need the most help while 

the government focus on others aspect, and (4) academics 
and others that conducting research in this topic, may 

benefit from different methodologies, theories, or analysis 

of empirical data. 

4. CONCLUSION 

Based on the result, using AHP approach can reveal that 

quality of human resource, infrastructure, and investment 
are influence factors that help to reduce unemployment in 

Banyuwangi. This finding demonstrate the use of AHP as 

a tool to create decision making in complex problem. AHP 
will breaks down the complex problem into simple 

hierarchy element to give policymakers better 

understanding and prioritizing the result for huge impact to 
society. Conclusion of this study can’t be generated to 

every area except have the same characteristic with 
Banyuwangi because the data were collected with the 

chosen samples and conduct over a short time. Even 

though a decision model is not a perfect tool to satisfy all 
decision-makers needs and can't be a generalisation on 

every situation [32], the result can be a guideline for 

policymakers to consider choosing the right policy. 
In the future, researchers can compare this study's finding 

with a future conclusion from different samples. Another 
approach can be used to provide a more in-deep analysis, 

with correlation among the most influence factor. 
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