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Regional development in Indonesia is a process 
that involves various aspects such as economic, 
social, and environmental, with the aim of 
improving the welfare of the community in each 
region. One of the key elements in regional 
development is investment, which plays an 
important role in accelerating economic growth 
and equality throughout Indonesia.The types of 
investment that enter the region can be in the form 
of Foreign Direct Investment (FDI) or Foreign 
Investment (PMA) and Gross Domestic Investment 
(GDI) or Domestic Investment (PMDN). The 
purpose of this study is to see how much influence 
PMDN and PMA have on economic growth in 
West Nusa Tenggara Province. The method used in 

this study is quantitative descriptive.which aims 
to describe or explain phenomena that occur 
numerically.By using Multiple Regression 
Analysis to analyze the relationship and 
interrelationship between variables in this 
study. Data processing in this study uses the 
SPSS computer program. The results of the 
study indicate that PMDN and PMA have a 
positive effect on economic growth in West 
Nusa Tenggara Province. 
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INTRODUCTION 
Indonesia is currently continuing to experience development in the era of 

globalization, where development continues to be improved by the government 
as a whole. Regional development in Indonesia is a process that involves various 
aspects such as economic, social, and environmental, which is aimed at 
improving the welfare of the community in each region. One of the key elements 
in regional development is investment, which plays an important role in 
accelerating economic growth and equality throughout Indonesia.Types of 
investment that enter the region can be in the form of Foreign Direct Investment 
(FDI) or Foreign Investment (PMA) and Gross Domestic Investment (GDI) or 
Domestic Investment (PMDN). Both types of investment contribute significantly 
to Indonesia's economic growth, especially in increasing the Gross Regional 
Domestic Product (GRDP) of a region.(Basalam, 2024).Investment, both domestic 
and foreign, serves as a major driver in developing infrastructure, creating jobs, 
and increasing production capacity in the regions. The Indonesian government 
continues to encourage investment in the regions through various policies, such 
as providing tax incentives, facilitating licensing, and building basic 
infrastructure that supports economic activities. 
 

Picture 1. Realization of PMA and PMDN (Source: Ministry of Investment 
BKPM) 

Investment is also directed at strategic sectors that have great potential to 
drive regional economic growth, such as tourism, agriculture, fisheries, 
manufacturing industry, and renewable energy. Thus, investment is not only 
focused on developed regions such as Java Island, but is also expanded to other 
regions that have great economic potential but are still less developed, such as 
Papua, Kalimantan, Sumatra, Sulawesi, and Nusa Tenggara. The government 
also emphasizes the importance of sustainable and inclusive investment. This 
means that investment must pay attention to environmental and social aspects, 
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and provide equitable benefits to all levels of society. This approach aims to 
ensure that investment-driven development not only increases economic growth, 
but also preserves the environment and improves the quality of life of local 
communities. 

 
Table 1. Rate of Domestic Direct Investment (PMDN) and Foreign Direct 

Investment (PMA) in Indonesia 2014-2023 
Year Domestic Direct 

Investment (Trillion) 
PMA (US Dollar) 

2014 Rp. 212.00 $468.00 
2015 Rp. 347.00 $704.00 
2016 Rp. 390.00 $244.00 
2017 Rp. 413.00 $302.00 
2018 Rp. 465.00 $ 270.00 

2019 Rp. 519.00 $251.00 

2020 Rp. 582.00 $132.00 

2021 Rp. 590.00 $439.00 

2022 Rp. 631.00 $ 699.00 

2023 Rp. 766.00 $551.00 

 
The economic growth of West Nusa Tenggara (NTB) Province is 

influenced by several main sectors that contribute significantly to the economy 
of this region. One of the most prominent sectors is mining, especially gold and 
copper mining on Sumbawa Island. This mining is one of the main drivers of the 
NTB economy and makes a major contribution to the province's Gross Regional 
Domestic Product (GRDP). In addition, the agricultural sector also plays an 
important role in the NTB economy. Agriculture in this province includes food 
crops such as rice and corn, as well as plantations such as tobacco and coconut. 
Fisheries and livestock are also integral parts of the agricultural sector, 
contributing to both local and export markets. 

Tourism is another sector that plays a role in the economic growth of NTB, 
especially on Lombok Island. Tourist destinations such as Mount Rinjani, Gili 
Trawangan, and various beautiful beaches attract many domestic and 
international tourists. This sector has become one of the main drivers of the local 
economy, providing jobs and business opportunities for the local community. 
The development of infrastructure in NTB, such as the construction of roads, 
ports, and airports, also supports economic growth by improving connectivity 
and accessibility between regions in the province. Government programs that 
focus on developing the local economy, improving the quality of human 
resources, and increasing the competitiveness of leading sectors also contribute 
to NTB's economic growth. 

NTB's economy also faces challenges, such as dependence on the mining 
sector which is vulnerable to fluctuations in global commodity prices, as well as 
the impact of natural disasters that can affect the tourism and agriculture sectors. 
Economic diversification and strengthening other sectors outside of mining are 
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important to ensure more stable and sustainable economic growth in the 
province. Overall, regional development in Indonesia involving investment aims 
to create a balance between economic growth, equitable development, and 
environmental sustainability, so that it can provide long-term benefits for all 
regions in Indonesia. Economic growth as a process of increasing output over 
time is an important indicator for measuring the success of development in a 
country or region. Economic growth is a process of increasing per capita output 
in the long term. 

Research conducted by (Sinulingga, 2021) showsresultsthat the direct 
influence of MSME credit does not have a significant effect on economic growth, 

while PMD and PMDN have a significant effect on economic growth.In line with 
the research conducted by (Kurniawati, 2022), the research results show that 
Foreign Investment (PMA) and Domestic Investment (PMDN) have a significant 
influence in the short and long term on economic growth. 

Based on the description above regarding the two factors that influence 
current economic growth, the researcher wants to study more deeply related to 
domestic and foreign investment with a ten-year period, namely 2014-2023, 
aimed at the Province of West Nusa Tenggara. So the author is interested in 
raising research on "Analysis of the Influence of Domestic Investment (PMDN) 
and Foreign Investment (PMA) on Economic Growth in West Nusa Tenggara 
Province”. The purpose of this study is to determine how much influence the 
investment given has on economic growth in West Nusa Tenggara Province. 

 

THEORETICAL REVIEW 

Investment 

Investment is the activity of investing capital or assets with the expectation 
of future profits. This can be the allocation of funds, time, or resources into a 
project, business, or financial instrument with the aim of obtaining a greater 
return or profit. Investments can be made in various forms, such as property, 
stocks, bonds, mutual funds, gold, to businesses or businesses. When a person or 
company invests, they are taking a risk because there is no guarantee that they 
will make a profit. However, with good planning, investments can provide 
wealth growth or passive income. 

The main purpose of investment is to achieve long-term financial gain. 
Each type of investment has a different level of risk, ranging from relatively safe 
investments with low returns, such as deposits, to high-risk investments such as 
stocks or cryptocurrencies, which can provide greater profits but also have the 
potential for higher losses. In addition, investment can also be made in non-
financial forms, such as in education or training, development that aims to 
improve skills and knowledge in order to achieve greater income in the 
future.(Soegoto, Wiganepdo, & Surdiatno, 2024). 

Investment or capital investment is a driver of the economy that reflects 
the level of investment in a region, while small investment indicates a slowdown 
in economic growth. The scale of investment plays an important role in budget 
growth in developing countries, especially Indonesia, which is more interested 
in the speed of economic development. Law no. 12 of 1970 concerning Domestic 
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Direct Investment (PMDN), investment opportunities in Indonesia are increasing 
with the existence of this law and for foreign investment. Investment increases 
over time(Sinaga & Rozaini, 2023) 

 

Domestic Investment (PMDN) 

Domestic Investment (PMDN) is an investment activity carried out by 
local investors or domestic companies within a country's territory. PMDN aims 
to encourage economic growth by increasing production capacity, absorbing 
labor, and developing infrastructure. PMDN can be carried out in various 
economic sectors, such as manufacturing, agriculture, services, tourism, and 
other sectors that support the national economy. The capital used comes from 
domestic sources, either from individuals, companies, or domestic 
institutions.According to Investment Law No. 25 of 2007, domestic investment 
(PMDN) is investment to conduct business in the territory of Indonesia carried 
out by domestic investors using domestic capital.(Zabilla Buciarda, Priana, & 
Wahed, 2021). 

One of the important roles of PMDN is to help reduce dependence on 
foreign capital, strengthen national competitiveness, and increase economic 
control by local entities. The government usually provides various incentives to 
encourage PMDN, such as tax relief, ease of licensing, and access to 
infrastructure. With the development of PMDN, it is expected that there will be 
an increase in sustainable investment, which will ultimately support economic 
development and improve the welfare of society as a whole. 

 

Foreign Direct Investment (PMA) 

Foreign Investment (PMA) is an activity of investing capital to conduct 
business in the territory of the Republic of Indonesia carried out by foreign 
investors, either using foreign capital entirely or in partnership with domestic 
investors (Law of the Republic of Indonesia Number 25 of 2007).(Damayanti, 
2022). Foreign Investment (PMA) is an investment activity carried out by 
investors or companies from abroad in a country. In PMA, the capital invested 
comes from abroad with the aim of obtaining profits or returns from the 
investment. PMA is also considered the most stable source of capital compared 
to other sources of capital because PMA is influenced by social, political and 
economic conditions in a country. So if there is a country whose social, economic 
and political conditions are unstable, then PMA in that country will not increase 
and of course this will hinder economic development.(Yuliani, Fuadi, Arkan, & 
Helmi, 2023). Foreign capital is capital owned by foreign parties such as 
countries, legal entities, foreign companies, individuals from other countries, 
and/or Indonesian government institutions that are owned by foreign parties in 
part or in whole.(Windoro, Nugroho, 2023). 

FDI is usually carried out in various economic sectors such as industry, 
mining, infrastructure, services, and other sectors that are open to foreign 
investment. Foreign investors can establish new companies or participate in local 
companies through share ownership or business cooperation. The government of the 
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recipient country often provides various incentives, such as ease of licensing, tax 
breaks, and legal protection to attract foreign investors. FDI has an important role in 
supporting the economic growth of the country by bringing additional capital, 
technology, and knowledge that can increase productivity and create jobs. However, 
FDI also has risks, such as economic dependence on foreign investors and the 
potential for profit outflows to the investor's home country. However, overall, FDI 
is considered an important source for accelerating economic development, especially 
in developing countries. 

 

Economic Growth 

Economic growth is closely related to the role of investment and credit 
distribution. Investment can be classified into two different categories: foreign 
investment and domestic investment. Direct investment has the potential to 
generate significant employment opportunities in the labor market, while also 
anticipated to stimulate economic growth. This phenomenon occurs because of 
the positive correlation between the level of investment in the region and the 
increase in output produced.(Purno, Fahmi, & Ela, 2023).Economic growth is an 
increase in a country's long-term ability to provide a variety of types and kinds 
of economic goods for the needs of its population.(Triyatni et al., 2024). 

Economic growth is an increase in the capacity of an economy to produce 
goods and services over time. This growth is measured using Gross Domestic 
Product (GDP) or Gross Regional Domestic Product (GRDP) for a particular 
region. An increase in GDP reflects the increase in the total value of goods and 
services produced by a country or region. Economic growth reflects an increase 
in people's income, wider employment opportunities, and an increase in the 
standard of living. This growth can be caused by various factors, such as 
increased investment, technological innovation, increased labor productivity, 
and government policies that support the business climate. A growing economy 
usually has a positive impact on people's welfare, such as reduced poverty and 
improved quality of life. However, uneven or non-inclusive economic growth 
can lead to social and economic inequality. Healthy economic growth is 
sustainable and balanced, where all sectors of the economy develop, the 
environment is maintained, and the benefits of this growth can be felt by all levels 
of society. Economic growth is directly proportional to domestic investment as 
well as foreign investment which is positively related. 

 
METHODOLOGY 
Types of research 

The type of research used is quantitative descriptive, which is research 
that aims to describe or explain phenomena that are occurring numerically, based 
on quantitative data collected from respondents or certain sources. The main 
focus of this study is to measure relevant variables and present the results in 
statistical form, such as averages, percentages, or frequencies. The data collection 
method used in this study is secondary data taken online, namely the Central 
Statistics Agency (BPS) for the last ten years, namely 2014-2023. 

Quantitative descriptive,According to Sugiyono (2022:14) quantitative 
research is research used to examine the relationship between variables, theories 
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and generalizations of a phenomenon. According to (Elidawaty, et al. 2021:19), 
the descriptive research method is research conducted to describe the value of 
variables, explain something from the observed phenomenon between one 
variable and another.(Triyatni et al., 2024). 

 

Data source 

This study uses secondary data taken from the Central Bureau of Statistics 
(BPS), Secondary data is data that has been collected and documented by other 
parties or certain institutions, and reused by researchers for their research 
purposes. This data usually comes from sources such as previous research 
reports, government publications, archives, surveys conducted by other 
institutions, official statistical data, journal articles, books, or data available 
online. 

 

Data analysis 

This study uses descriptive statistical data analysis, Descriptive statistics 
are statistics used to analyze data by describing or depicting data that has been 
collected without intending to make conclusions that apply to the public or 
generalization (Yustina, 2024). The purpose of using descriptive statistical data 
analysis is to explain and present and provide an overview of how the influence 
between variables. By using Multiple Regression Analysis to analyze the 
relationship and interrelationship between the variables in this study. Data 
processing in this study uses the SPSS (Statistical Package for the Social Sciences) 
computer program to process data. The variables used in this study are the 
independent variables (X), namely PMDN and PMA Then the dependent 
variable (Y), namely economic growth. 

 
Operational Definition of Variables 

1. Economic Growth (Y) 
Economic growth is an increase in the capacity of an economy to 

produce goods and services over time. It reflects the change in the total 
value of output produced by a country or region, often measured by 
indicators such as GDP and GRDP. Economic growth includes various 
aspects, such as increasing people's incomes, creating jobs, and improving 
living standards. When an economy grows, there are usually more job 
opportunities, higher incomes, and improvements in infrastructure and 
social services. 

2. Domestic Investment (X1) 
Domestic Investment (PMDN) is an investment process carried out 

by individuals, companies, or institutions in a country using funds or 
capital from within the country itself. The purpose of PMDN is to 
strengthen the local economy by increasing production capacity, creating 
jobs, and developing infrastructure. In PMDN, investment can be directed 
to various economic sectors such as industry, agriculture, services, and 
tourism. This investment supports economic growth by making a direct 
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contribution to Gross Domestic Product (GDP), improving the quality and 
quantity of goods and services, and expanding the local industrial base. 

3. Foreign Investment (X2) 
Foreign Direct Investment (FDI) is an investment made by 

individuals or companies from abroad in a country. It involves the 
allocation of funds, assets, or resources from foreign investors to establish 
or participate in companies, projects, or ventures operating in that 
country. The purpose of FDI is to profit from investments in new markets 
or to exploit existing business opportunities. In addition, foreign 
investment often brings new technologies, managerial skills, and 
innovations that can increase productivity and competitiveness in the host 
country. 

Conceptual Framework  

From the explanation of the variables above, the researcher designed a 
scheme or concept of the relationship between economic growth and the 
variables that influence it, namely Domestic Investment (PMDN) and Foreign 
Investment (PMA) on Economic Growth in West Nusa Tenggara Province. The 
following is a conceptual framework: 

 

  

 

 
 
 
 
The hypothesis used in this study is: 

1. Domestic investment has a positive and significant impact on the 
economic growth of West Nusa Tenggara province. 

2. Foreign Investment has a positive and significant impact on economic 
growth in West Nusa Tenggara Province. 
 

RESULTS  
In this study, secondary data was used which was obtained through the 

official website of the Central Statistics Agency (BPS) as data collection for 
domestic investment (PMDN), foreign investment (PMA), and economic growth 
in 2014-2023. 

 
Classical Assumption Test 

Normality Test 

A normality test is a method used to test whether the data or residuals in 
a regression model are normally distributed. The assumption of normality is 
important in many statistical methods, such as linear regression, because the 
normal distribution of residuals supports the validity of statistical tests and 
parameter estimates. 

Domestic Investment 

(PMDN) 

Foreign Direct 

Investment (PMA) 

NTB Economic 

Growth (Y) 
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Table 1.Normality Test One-Sample Kolmogorov-Smirnov Test 

 

  
Unstandardized 

Residual 

N 10 

Normal Parameters(a,b) 
Mean .0000000 

Std. Deviation 2.14869604 

Most Extreme Differences Absolute .173 

Positive .173 

Negative -.162 

Kolmogorov-Smirnov Z .548 

Asymp. Sig. (2-tailed) .925 
a. Test distribution is Normal. 
b. Calculated from data. 
 

The Kolmogorov-Smirnov normality test above shows significant results 
with a value of 0.925 which indicates that the value is greater than 0.05 so that 
the normality test requirements are met and it can be concluded that the data is 
normally distributed. Then the Std. Deviation value is 2.148 which shows how 
close the data is to the Mean value. 

 

Multicollinearity Test 

Table 2.Multicollinearity Test 

Multicollinearity Test Results 

Variables Tolerance VIF 

Domestic Investment (X1) 0.925 1,081 

Foreign Investment (X2) 0.925 1,081 

 

• Dependent Variable: Economic Growth   
In the Multicollinearity test above, it shows the tolerance and VIF figures 

for each independent variable, namely PMDN, the tolerance value is 0.925 and 
the VIF is 1.081, as well as the PMA Variable value showing the same results. This 
meets the requirements where the provisions of the tolerance value> 0.100 and 
the VIF value <10.00, then there is no multicollinearity, so it is concluded that the 
data does not show symptoms of multicollinearity. 

 

Heteroscedasticity 

The heteroscedasticity test is used to test whether there is inequality of 
variance of the residuals in the regression model. Heteroscedasticity occurs when 
the variance of the residuals is not constant across the predicted values of the 
independent variable, which violates the basic assumption of classical linear 
regression that the residuals must have the same variance (homoscedasticity). 
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Table 3. Heteroscedasticity Test 

Heteroscedasticity Test Results 

Variables Sig. Conclusion 

Domestic investment (X1) 0.106 There is no heteroscedasticity 

Foreign Investment (X2) 0.868 There is no heteroscedasticity 

 

• Dependent Variable: Abs_Res   
The results of the Glejser test for heteroscedasticity above show 

significant results where the condition for no heteroscedasticity is a sig 
value greater than 0.05 so that it can be concluded that the data above, 
namely PMDN of 0.106 and PMA of 0.868, do not show symptoms of 
heteroscedasticity. 

 
Multiple Linear Regression Analysis 

 

Table 4. Multiple Linear Regression Test Results 

• Dependent Variable: Financial Management 

The table above shows the results of the multiple linear regression 
analysis test, which obtained a constant or fixed value of 1,733, then β1 was 9,507, 
β2 was 5,460 with the following equation: 

 

Y= β0 + β1X1 + β2X2 +β3X3+ e 
Ŷ= 1.733 + 9.057X1 + 5.460X2 + e 

 
The results of multiple linear regression found that the constant or fixed 

value is 1,733 with the interpretation that if variables X1 and X2 remain 
(unchanged/zero then the value of the dependent variable or economic growth 
is 1,733%, then if X1 (Domestic Investment) increases by 1 unit (Trillion Rupiah) 
then the dependent variable, namely economic growth will also increase by 9,057 
(Trillion Rupiah). and if variable X2, namely Foreign Investment (PMA) has a 
positive effect, which means that if X2 (Foreign Investment) increases by 1 unit 
(Dollar US) then economic growth in West Nusa Tenggara will also increase by 
5,460 (Dollar US). 
 

 

Coefficients a 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

B 
Std. 

Error 
Beta 

 

(Constant) 1,733 1,843 
 

.940 .379 

Domestic 
Investment 

9,507 .072 .348 1,910 .046 

PMA 5,460 .026 .442 1,894 .040 
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T-test (Partial Test) 

Partial test in research is used to test the effect of each independent 
variable on the dependent variable individually, while other independent 
variables are considered constant. This test is often performed in multiple linear 
regression analysis to determine how much contribution or influence each 
independent variable has on the dependent variable. The following are the 
Partial Test Results Using SPSS: 

 

Table 5.Partial test 

Variables t-table t-Count 

Domestic Investment 
(X1) 

1,812 1,910 

Foreign Investment 
(X2) 

1,812 1,894 

 

The Partial Test Results above show that all t-count values are greater than 
the t-table, indicating that the data has a positive effect or has a relationship 
between variables. The t-count value of Domestic Investment of 1,910 is greater 
than the t-table value of 1,812 and Foreign Investment of 1,894> t-table 1,812, so 
it is concluded that the data has a significant effect. 

 

F-test (Simultaneous Test) 
 

Table 6. Simultaneous Test 

ANOVA 

Model 
Sum of 
Squares 

df 
Mean 

Square 
F Sig. 

1 Regression 12,568 2 6.284 1,059 .037b 

Residual 41,552 7 5.936   
 

Total 54,120 9 
   

a. Dependent Variable: Economic Growth 

b. Predictors: (Constant), PMDN, PMA 

 

Simultaneous test in research is a method used to test whether all 
independent variables together or simultaneously have a significant influence on 
the dependent variable. The results of the simultaneous test show that the Sig. 
value of 0.037 is smaller than 0.05, which indicates that the data has a significant 
effect so that the requirements of the F test are met and it can be concluded that 
there is an influence or relationship between all variables. 

 

R2 Test 

Table 7.R2 Test 

Model Summaryb 

Model R R Square 



Anwar, Salmah 

2248 
 

1 0.482 0.232 

a. Predictors: (Constant), PMDN, PMA 
b. Dependent Variable: Economic Growth 

 

The results of the R Square test show the extent to which the independent 
variables PMDN and PMA are able to explain the independent variable, namely 
Economic Growth. The R2 result with a value of 0.232 explains the dependent 
variable, namely economic growth, which is influenced by the independent 
variables PMDN and PMA by 23% while the remaining 77% is explained by other 
variables outside the model. 

 

DISCUSSION 

The Influence of Domestic Investment on Economic Growth in West Nusa 
Tenggara Province 

Domestic Investment (PMDN) has an important role in driving economic 
growth in West Nusa Tenggara (NTB) Province.Domestic direct investment 
drives economic growth by directing capital to productive sectors such as 
manufacturing, agriculture, services, and infrastructure. These investments 
increase production capacity and efficiency, which ultimately contributes to 
increased economic output. Domestic direct investment contributes to increasing 
people's income through job creation and better wages. With higher income, 
people have stronger purchasing power, so that domestic consumption increases. 
Increased consumption plays an important role in driving economic growth, 
because it creates greater demand for goods and services.In line with the results 
found that if domestic investment increases, growth in West Nusa Tenggara will 
increase, the influence of which can be seen through the following aspects: 

1. Infrastructure Improvement 
Local investment is often directed at infrastructure development, 

such as roads, bridges, ports, and other public facilities. Good 
infrastructure can accelerate the mobility of goods and services, thereby 
boosting regional economic productivity. 

2. Job Creation 
PMDN also opens up new job opportunities in various sectors, such 

as manufacturing, tourism, and agriculture. This increase in job 
opportunities can reduce unemployment and increase local people's 
income, which ultimately increases purchasing power and consumption. 

3. Increase in Gross Regional Domestic Product (GRDP) 
Investment in productive sectors such as agriculture, fisheries, and 

tourism have contributed significantly to the increase in NTB's GRDP. The 
tourism sector, especially in popular destinations such as Lombok, has 
attracted the interest of local investors to build tourism support facilities 
such as hotels, restaurants, and tourist attractions. 

4. Economic Diversification 
PMDN allows for economic diversification in NTB. With 

investment in various sectors, the dependence of the regional economy on 
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certain sectors, such as agriculture, can be reduced, so that NTB becomes 
more resilient to fluctuations in global commodity prices. 

5. Human Resource Development (HRD) 
Investment in education and training funded by domestic capital 

contributes to improving the quality of local human resources. This is 
important to improve the competitiveness of the local workforce in 
supporting sustainable economic growth. 

 
 

6. Technology Transfer 
Domestic investment can encourage technology transfer from 

outside the region to NTB. With this technology transfer, productive 
sectors in NTB can experience modernization, thereby increasing the 
efficiency and competitiveness of local products in national and 
international markets. 

7. Tourism Sector Development 
NTB Province, especially Lombok and Sumbawa Islands, has great 

tourism potential. PMDN plays an important role in the development of 
tourism facilities, which contribute significantly to economic growth. 
Tourism infrastructure built by local investors helps attract domestic and 
foreign tourists. 

 

Overall, PMDN has a positive impact on economic growth in NTB, 
especially through infrastructure development, job creation, increasing GRDP, 
and developing the tourism sector. This combination strengthens the foundation 
of the regional economy and encourages community welfare. 

  

The Influence of Foreign Investment on Economic Growth in West Nusa 
Tenggara Province  

Foreign Direct Investment (FDI) has a significant impact on economic 
growth in the Province of West Nusa Tenggara (NTB). Its influence can be seen 
through several main aspects, namely Increasing Investment in the Tourism 
Sector where FDI in the tourism sector is very important for NTB, especially in 
Lombok and Sumbawa. Foreign investment has accelerated the development of 
tourism infrastructure such as hotels, resorts, and other supporting facilities. This 
has an impact on increasing the number of tourists, both domestic and 
international, which drives regional economic growth. Then FDI creates new job 
opportunities for local communities, especially in sectors such as tourism, 
construction, and the service industry. With the increase in foreign investment, 
more and more new companies are established, which require workers, thereby 
reducing unemployment and increasing community income. 

The influence of FDI on economic growth also results in Technology and 
Knowledge Transfer where foreign investment often brings new technology and 
modern management knowledge. This can drive productivity increases in certain 
sectors such as mining, energy, and manufacturing. NTB can take advantage of 
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this technology transfer to improve the competitiveness of its products and 
services in the global market. FDI also contributes to the development of public 
and commercial infrastructure that supports economic growth. This 
infrastructure includes roads, ports, airports, as well as electricity and water 
facilities which are very important to support economic activities in various 
sectors. Foreign investment in key sectors such as mining, energy, and tourism 
has a direct impact on increasing Gross Regional Domestic Product (GRDP). The 
mining sector in NTB, for example, has received significant foreign investment, 
which directly increases the sector's contribution to regional economic growth. 
The presence of FDI can also help diversify the NTB economy, which previously 
relied heavily on the agriculture and tourism sectors. With the influx of foreign 
capital into other sectors, such as manufacturing and energy, the economic 
structure of NTB becomes more diverse and less vulnerable to fluctuations in one 
economic sector. 

FDI can increase capital flows to NTB, which helps maintain 
macroeconomic stability. Foreign capital flows help balance the budget deficit 
and increase foreign exchange reserves, which in turn strengthen the currency 
exchange rate and promote overall economic stability. Although FDI has many 
benefits, there are potential negative impacts that need to be considered. For 
example, too much dependence on foreign capital can make NTB vulnerable to 
global dynamics, such as international economic crises or changes in investment 
policies of the investing country. In addition, if not managed properly, FDI can 
cause environmental or social problems at the local level. Overall, FDI has 
contributed greatly to economic growth in NTB, especially through increased 
investment in strategic sectors, job creation, technology transfer, and 
infrastructure development. However, it is important for the government and 
local communities to ensure that the impacts of FDI are managed sustainably for 
long-term prosperity. 

 

CONCLUSION AND RECOMMENDATION 
The conclusion of the influence of Domestic Investment (PMDN) and 

Foreign Investment (PMA) on economic growth is that Domestic Investment plays 
an important role in building the foundation of the local economy. PMDN drives 
growth through job creation, infrastructure development, strengthening the Micro, 
Small, and Medium Enterprises (MSMEs) sector, and supporting economic 
diversification. With more investment in productive sectors, the regional or 
national economy can develop sustainably, increasing Gross Domestic Product 
(GDP) and community welfare. Then Foreign Investment has a positive impact by 
bringing in new technology, increasing capital, and innovation that can accelerate 
economic growth. PMA contributes to the development of strategic sectors such as 
tourism, manufacturing, and energy, and helps diversify the economy. In addition, 
PMA also opens up global market access and increases international 
competitiveness. However, there are challenges such as the potential for economic 
dependence on foreign capital and its influence on global economic dynamics. 
Overall, the combination of PMDN and PMA is very important for sustainable 
economic growth. PMDN strengthens the economy from within, while PMA 
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brings capital, technology, and access to global markets. Both complement each 
other in forming a strong and growing economy. 
  
FURTHER RESEARCH 

For further researchers, it is hoped that they can further develop the 
limitations in this research. The following are suggestions that can be considered: 

1. Deepen the Analysis 
Conduct a deeper analysis of the relationship between PMDN, 

PMA, and economic growth by utilizing broader data and variables that 
may not have been explored. Adding external variables such as fiscal 
policy, government regulations, or global factors can provide more 
comprehensive insights. 

1. Consider Local Factors 
In the context of a specific region, such as a province or region, pay 

attention to local factors that may affect investment, such as socio-
economic characteristics, infrastructure, and local regulations. A more 
detailed study at the regional level will provide a more accurate picture of 
the impact of PMDN and PMA. 

2. Expanding Methodological Approach 
Try to use different methodological approaches, such as qualitative 

and quantitative analysis, or even a mixed approach, to gain a broader 
perspective on the impact of investments. In addition, longitudinal 
analysis that looks at impacts over a long period can help understand the 
dynamics of economic growth over time. 

3. Update Data 
Be sure to use the most recent and relevant data to ensure the 

validity of your research. Economic and regulatory conditions can change 
rapidly, so research that uses the most recent data will be more 
representative of the current situation. 

4. Combine with Case Studies 
Using specific case studies in specific regions or sectors can 

strengthen your findings. This will provide clearer empirical evidence on 
how PMDN and PMA have real impacts in different contexts. By 
considering these aspects, further research is expected to provide a more 
significant contribution to the understanding of the role of PMDN and 
PMA in sustainable economic growth. Hopefully your research will be 
successful and have a positive impact.   
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is far from perfect, so I really hope for constructive criticism and suggestions. 
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