


	
	ICAS III
Bandung, 1-2 Nov, 2023






The Relationship Between Gross Regional Domestic Product and Foreign Direct Investment in Indonesia’s Provinces

Darrell Nathaniel Pieter Gees Manua*1, Bimo Rachmadien Syah Lasena2, Fahmi Ramadhani3 and Triyani Hendrawati4

1, 2, 3, 4 Statistics Department, Universitas Padjadjaran, Indonesia.
(E-mail: darrell21001@mail.unpad.ac.id, bimo21001@mail.unpad.ac.id, fahmi21007@mail.unpad.ac.id, triyani.hendrawati@unpad.ac.id)


ABSTRACT

The relationship between foreign investment and economic development is often studied at the macroeconomic level, yet few studies have examined it at the regional level. Using 2013-2022 data of all 34 provinces in Indonesia as reference, this study aims to provide insight on how Gross Domestic Regional Production (GDRP) affects foreign direct investment (FDI) in both the long term and short term at the regional level. Through analysis, this study found that GDRP and FDI has no significant relationship, both on the short-term and on the long-term.

Studies on this topic is typically done on the level of countries, while through this study, the relationship is tested in a smaller scale, particularly on a provincial level. Further studies can be done to determine the nature of the relationship in other countries, while adopting a comparative approach to determine the true nature of the relationship in the regional level.
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Table 1. Dynamic System GMM Model

	Variable
	Coefficient
	p-value

	GDRP ← FDI (Robust)

	Lag(GDRP)
	1.06
	0

	FDI
	0.277
	0.9784

	FDI ← GDRP (Robust)

	Lag(FDI)
	0.931
	0

	GDRP
	
	0.5634
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