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Abstract

This study examines the state of infrastructure and economic dynamics in Papua Province from 2016
to 2020, focusing on domestic investment, foreign investment, household consumption, and Gross
Domestic Product (GDP). The data used comprises the value of domestic investment (Invs_DN),
foreign investment (Invs_LN), household consumption (Kons_RT), and GDP for each year during
the period. Descriptive analysis reveals that domestic and international investment fluctuated
significantly, whereas household consumption steadily increased. GDP swings reflect the region's
economic fragility.A correlation analysis reveals a very poor association between investment (both
domestic and foreign) and GDP, as well as a slightly stronger but still weak relationship between
household consumption and GDP. The linear regression model used to assess the impact of these
variables on GDP reveals that the three variables make little contribution to explaining differences
in GDP. These findings suggest that variables other than investment and household spending may
have a larger impact on GDP in Papua Province. As a result, Papua Province requires more
comprehensive and concentrated policies to stabilize and enhance investment, as well as discover
and optimize other elements that can encourage long-term economic growth.

Keywords: Papua Province, Domestic investment, Foreign investment, Household consumption,

Gross Domestic Product (GDP).

Introduction

Sustainable and inclusive economic growth in rural areas, especially in countries like
Indonesia, faces challenges due to inadequate infrastructure development (Sofia Elena Colesca,
2023). Access to important infrastructure such as roads, bridges, electricity, clean water and
communication facilities is very important for economic progress and improving the quality of
life in rural communities (Ahmad Saifullah Kamaludin, 2023). Studies show that investment in
village resources and development can significantly contribute to local economic activity and
growth, emphasizing the importance of infrastructure in driving economic progress (Yuniarto
Hadiwibowo, 2023). In addition, addressing problems such as early marriage in rural areas,
influenced by socio-economic background and lack of educational aspirations, is critical to
promoting sustainable development and ensuring equal opportunities for all members of society
(Iklasiah Dalimoenthe, 2023). By focusing on improving infrastructure and addressing social

issues, rural areas can pave the way for sustainable economic growth and improved livelihoods.
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Papua Province, with its challenging topography and limited accessibility, is one of the
areas that really needs infrastructure investment. This region consists of many remote areas
with difficult access, which results in high transportation costs, limited access to basic services,
and low levels of community welfare. Infrastructure development plays an important role in the
Indonesian government's agenda to improve the welfare of rural communities and bridge
regional development gaps. Various studies emphasize the importance of infrastructure in
various aspects of rural development. Research highlights the importance of infrastructure in
accelerating economic growth (Nova Nevila Rodhi, 2023), improving ecotourism management
(Eko Budi Santoso, 2023), increasing inter-regional connectivity (Wirman Syafri, 2023),
fighting rural poverty through access to education and health facilities ( March Priyanta, 2023),
and handles legal aspects for effective infrastructure development (Himawan, 2023). By
focusing on building and maintaining infrastructure such as roads, schools, health facilities, and
waste management systems, the government aims to uplift rural areas, empower communities,
and create sustainable development pathways to reduce regional disparities and improve overall
prosperity.

Investments in rural infrastructure play an important role in driving local economic
growth and improving the quality of life of rural residents. Studies have shown that rural
infrastructure, including elements such as irrigation facilities, agricultural markets, and road
networks, significantly impacts agricultural output, thereby creating new opportunities for
agriculture and small industry (Olga Pashkevich, 2023). In addition, the provision of social
infrastructure in rural areas, such as education and health services, is critical to improving the
welfare of rural residents and ensuring sustainable development (Kirandeep Kaur, 2023). While
rural areas often face neglect in infrastructure investment, collaborative community efforts have
been identified as key in overcoming infrastructure deficiencies and sustaining rural
infrastructure needs (Ayobami Abayomi Popoola,2023). Overall, investment in rural

infrastructure not only improves connectivity and accessibility but also increases productivity
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across various economic sectors, contributing to overall economic development and improving
living conditions in rural areas.

Infrastructure investment plays an important role in driving economic growth in rural
areas, as proven by various studies. In Papua, Indonesia, where poverty levels are high (Candra
Fajri Ananda, 2023), improving road infrastructure has been shown to have a positive impact
on household welfare, especially among poor and remote households, leading to higher levels
of consumption, quality of housing better, and reduce dependence on subsistence farming
(Ayobami Abayomi Popoola, 2023). Additionally, collaborative community efforts in
infrastructure provision by rural residents have been identified as an adaptive response to poor
service delivery, emphasizing the importance of local involvement in sustaining rural
infrastructure needs (Daud Nawir, 2023). Additionally, public infrastructure such as roads and
bridges have been found to have a significant positive effect on economic growth in Indonesia,
highlighting the importance of appropriate infrastructure development in driving economic
growth in rural areas such as Central Papua Province (J. C Karay, 2022).

Graphic image of the Trans Papua road
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The research papers collectively highlight the critical role of infrastructure in the
economic development of rural areas and offer valuable policy recommendations to increase
the benefits of infrastructure investment. Studies emphasize the importance of rural
infrastructure, such as roads, irrigation facilities, electricity supplies, and agricultural markets,
in driving agricultural growth and overall economic development (Ayobami Abayomi

Popoola,2023). Additionally, collaborative community efforts by rural residents play a key role

534



Journal of Management E-ISSN: 3026-3239
htps://myjournal.or.id/index.php/JOM Vol. 3, No. 2, July - December (2024), pp. 532-546

in addressing infrastructure deficiencies and encouraging communal infrastructure projects,
underscoring the importance of local engagement in sustaining rural infrastructure needs
(Kirandeep Kaur, 2023). Additionally, the impact of rural infrastructure on the socio-economic
development of rural communities is evident, with factors such as water facilities and
infrastructure maintenance significantly affecting the socio-economic lives of rural residents
(Ajai Pal Sharma, 2023). These findings collectively underscore the important link between
infrastructure development and economic progress in rural areas, emphasizing the need for
targeted policies to optimize infrastructure investment for sustainable rural development.
Methods

This research uses secondary data sourced from the Papua Province Central Statistics
Agency for the 2016-2020 period. Economic growth is proxyed using Gross Regional Domestic
Product as the dependent variable, while the independent variables are Domestic Investment,
Foreign Investment Value. This research also includes a control variable, namely Household
Consumption. The analysis technique used in this research is panel data regression analysis.
Panel data is data that is the result of observations in several cross-sections and time series
(Setiawan & Kusrini, 2010). Some of the advantages of using panel data include the following:
(1) Panel data is able to accommodate the level of heterogeneity of variables not included in
the model, (2) is able to reduce collinearity between variables, (3) can minimize bias produced

by individual aggregation due to data units more (Baltagi, 2005).

Results and Discussion

Results
Descriptive Analysis
a. Mean (Average)
1. Invs DN (Domestic Investment): Average domestic investment is around

137,470,760.4. This shows that in general domestic investment is at this figure, but
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with extreme values in certain years (for example, 2017 with very high values), this
indicates significant variations.

2. Invs LN (Overseas Investment): The average overseas investment is
611,125,680.2, which shows that in general foreign investment is at that figure. As
with domestic investment, the existence of extreme values in a particular year also
affects the average.

3. Kons RT (Household Consumption): Average household consumption is
1,268,428.8. This figure is more stable compared to investment, indicating that
household consumption is more consistent from year to year.

4. GDP (Gross Domestic Product): Average GDP is 37,569.2. This value shows
significant fluctuations from year to year, with a sharp decline in 2017.

b. Median

1. Invs DN (Domestic Investment): Median domestic investment is 59,483,954.0,
indicating that half of the domestic investment value is below this figure. This
indicates that some very high values (such as 2017) may be outliers.

2. Invs LN (Overseas Investment): Median overseas investment is 70,370,818.0,
which is lower than the average, indicating the presence of some very high values.

3. Kons RT (Household Consumption): The median household consumption is
1,309,714.0, which is very close to the average, indicating that the distribution of
household consumption data is quite symmetrical.

4. GDP (Gross Domestic Product)**: Median GDP is 45,772.0, which is higher than
the average, indicating a sharp decline in certain years.

c. Standard Deviation

1. Invs DN (Domestic Investment): The standard deviation is 192,487,800.0,

indicating that there is a very large variation in the value of domestic investment

from year to year.
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2. Invs LN (Overseas Investment): The standard deviation is 1,286,840,000.0, which
is very large, indicating extreme variations in the value of overseas investments.

3. Kons RT (Household Consumption): The standard deviation is 161,568.4,
indicating that household consumption is more stable and has smaller variations
compared to investment.

4. GDP (Gross Domestic Product): Standard deviation is 18,652.99, indicating

significant variation in GDP from year to year.

Trend Analysis

Trend Visualization

Graph Ten
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Annual Growth Calculation

Annual Growth
Table.Growth Data

In %
Years Ins DN Ins LN Kons RT PDB
2016

2017 683,07 1,34 4,13 -90,31
2018 97,75 -98,41 29,76 961,06
2019 1324,34 25603,14 -10,24 -15,52
2020 -98,17 -80,52 4,47 11,09

Trend Analysis Results

Trend Visualization
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The resulting graphs show how each variable changes from year to year:

1. In the Domestic Investment variable (Invs DN), there was a significant increase in
2017, followed by a drastic decrease in 2018, an increase again in 2019, and again a
drastic decrease in 2020.

2. In Foreign Investment (Invs_LN), the value of foreign investment was relatively stable
until 2018, then experienced a large spike in 2019, and fell again drastically in 2020.

3. In Household Consumption (Kons RT), household consumption shows a relatively
consistent increase from year to year, with a slight decrease in 2019 and an increase
again in 2020.

4. In terms of GDP, GDP experienced a drastic decline in 2017, then recovered and
increased in 2018, decreased again in 2019, and increased slightly in 2020.

Regression
A summary of the regression results will show how much influence the

independent variables (Invs_DN, Invs LN, Kons RT) have on the dependent variable

(GDP).

OLS Regression Results
Dep. Variable: PDB R-squared: 0.794
Model: OLS Adj. R-squared: 0.588
Method: Least Squares F-statistic: 3.867
Date: Tue, 20 Jun 2023 Prob (F-statistic): 0.279
Time: 18:36:39 Log-Likelihood: -33.003
No. Observations: 5 AIC: 72.01
Df Residuals: 2 BIC: 70.83
Df Model: 2
Covariance Type: nonrobust

coef std err t P>t [0.025 0.975]

const  3.327e+04 7574219 4392 0.048 3.62e+03 6.29¢+04
Invs DN -2.788e-05 0.011 -0.002 0.998 -0.041 0.041
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Invs LN -3.098¢-06 0.002 -0.002 0.998 -0.006  0.006
Kons RT 0.0093  0.010 0.933 0444 -0.041 0.060

Omnibus: 0.924 Durbin-Watson: 1.923

Prob(Omnibus): 0.630 Jarque-Bera (JB): 0.574

Skew: 0.740 Prob(JB): 0.750

Kurtosis: 2.062 Cond. No. 2.75e+06
Interpretation:

1. R-squared: 0.794 indicates that approximately 79.4% of the variation in GDP can be
explained by the independent variables (Invs DN, Invs LN, Kons RT).
2. Invs_ DN: The coefficient of -2.788e-05 shows that the effect on GDP is very small and
negative.
3. Invs_LN: The coefficient of -3.098e-06 shows that the effect on GDP is very small and
negative.
GDP is small and positive.
Trend Visualization
1. Domestic Investment (Invs_DN)
Plot: Line graph showing domestic investment trends from 2016 to 2020.
2. Overseas Investment (Invs_LN)
Plot: Line graph showing overseas investment trends from 2016 to 2020.
3. Household Consumption (Kons RT)
Plot: Line graph showing household consumption trends from 2016 to 2020.
2. Gross Domestic Product (GDP)

Plot: Line graph showing GDP trends from 2016 to 2020.

Conclusion

1. Investment and Household Consumption Trends

a. Domestic Investment (Invs_DN)
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Domestic investment trends show significant fluctuations from 2016 to 2020. Domestic
investment experienced a large spike in 2017, decreased drastically in 2018, increased
again in 2019, and then decreased sharply in 2020. These fluctuations indicate
instability in domestic investment in Papua Province.

b. Overseas Investment (Invs_LN)
Overseas investment experienced a very large increase in 2019 compared to other years,
but again decreased drastically in 2020. This significant increase shows the interest of
foreign investors in 2019, but this interest is not sustainable.

c. Household Consumption (Kons RT)
Household consumption showed a stable upward trend from 2016 to 2020. This shows
that despite fluctuations in investment, household consumption tends to increase
consistently, reflecting people's increasing purchasing power or growing consumption
needs.

2. Gross Domestic Product (GDP) Trends

GDP showed significant fluctuations during the period. 2017 experienced a sharp decline

compared to the previous year, followed by recovery in 2018, a decline again in 2019, and

recovery in 2020. These fluctuations reflect economic instability in Papua Province which

may be influenced by various external and internal factors.

3. Correlation Analysis

The correlation between GDP and investment and household consumption variables shows

a weak relationship. The very weak negative correlation between GDP and domestic and

foreign investment indicates that an increase or decrease in investment does not

significantly affect GDP. In contrast, household consumption has a very weak positive

correlation with GDP, indicating little positive relationship.

4. Regression Analysis
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The regression results show that the variables domestic investment, foreign investment and

household consumption have a very small influence on GDP. The regression coefficient

for each variable shows an insignificant impact, and the R-squared of 0.794 indicates that
the model can explain about 79.4% of the variation in GDP, but the individual contribution
of each independent variable is very small.

5. Visualization of Residuals

The residuals plot shows that there is no particular significant pattern, indicating that the

regression model used is quite good at modeling the data even though it is not perfect. The

distribution of residuals which tends to be normal supports the validity of the regression
model used.

Overall, the data shows that domestic and foreign investment in Papua Province is very
volatile and unstable. Even though household consumption has consistently increased,
investment does not have a significant impact on GDP. This suggests that other factors beyond
domestic and foreign investment, as well as household consumption, may have a greater
influence on GDP in Papua Province. The government and stakeholders need to consider these
other factors and take steps to stabilize and increase investment in order to achieve sustainable

economic growth in Papua Province.

References
Alipbeki, O., Mussaif, G., Alipbekova, C., Kapassova, A., Grossul, P., Aliyev, M., & Mineyev,

N. (2023). Untangling the Integral Impact of Land Use Change, Economic, Ecological
and Social Factors on the Development of Burabay District (Kazakhstan) during the
Period 1999-2021. Sustainability, 15(9), 7548.

Aschauer, D. A. (1989). "Is Public Expenditure Productive?" Journal of Monetary Economics,

23(2), 177-200.

541



Journal of Management E-ISSN: 3026-3239
htps://myjournal.or.id/index.php/JOM Vol. 3, No. 2, July - December (2024), pp. 532-546

Astuti, A. A. (2023). An Analysis of Indonesian Economic Development: Case Study Mining
Business in Papua Province. International Journal of Public Administration,
Management and Economic Development, 8(1), 1-17.

Calderdn, C., & Servén, L. (2004). "The Effects of Infrastructure Development on Growth and
Income Distribution." World Bank Policy Research Working Paper, 3400.

Dalimoenthe, 1., Ahmad, A. K., Clara, E., Widiyanti, S., & Agung, [. (2023). Gender-Based
Problems in Rural Communities: A Case Study.

Dinkelman, T. (2011). "The Effects of Rural Electrification on Employment: New Evidence
from South Africa” American Economic Review, 101(7), 3078-3108.

Donaldson, D. (2018). "Railroads of the Raj: Estimating the Impact of Transportation
Infrastructure." American Economic Review, 108(4-5), 899-934.

Eberts, R. W. (1990). "Public Infrastructure and Regional Economic Development." Federal
Reserve Bank of Cleveland Economic Review, 26(1), 15-27.

Fan, S., & Chan-Kang, C. (2005). "Road Development, Economic Growth, and Poverty
Reduction in China." International Food Policy Research Institute (IFPRI) Research
Report, 138.

Gunadi, F. P., Nurmilah, R., & Himawan, 1. S. (2023). The Influence of Investment on the
Probability of Tencent Ltd Period 2008-2022. International Journal of Business and
Applied Economics, 2(4), 525-536.

Hadiwibowo, Y., Dokhi, M., Hidayat, R. T., & Johantri, B. (2023). Sustainable Regional
Economic Development by Developing Villages. European Journal of Development
Studies, 3(1), 22-28.

Jovanovic, B., & Rousseau, P. L. (2001). Vintage organization capital.

Kamaludin, A. S. (2023). Rural Transformation and Poverty Reduction in Rural Area. Journal
of Regional and Rural Development Planning (Jurnal Perencanaan Pembangunan

Wilayah dan Perdesaan), 7(1), 1-14.

542



Journal of Management E-ISSN: 3026-3239
htps://myjournal.or.id/index.php/JOM Vol. 3, No. 2, July - December (2024), pp. 532-546

Karay, K. M. (2023). ORIGINAL: Peripartum Cardiomyopathy: A Review Article: West Afr J
Med. 2023 Jan 30; 40 (1): 104-113. West Africa Journal of Medicine, 40(1), 104-113.

Kaur, K., Singh, A., & Sharma, A. (2023). A systematic review on resource provisioning in fog
computing. Transactions on Emerging Telecommunications Technologies, 34(4),
e4731

Kaur, K., Singh, A., & Sharma, A. (2023). A systematic review on resource provisioning in fog
computing. Transactions on Emerging Telecommunications Technologies, 34(4),
e4731.

Khandker, S. R., Bakht, Z., & Koolwal, G. B. (2009). "The Poverty Impact of Rural Roads:
Evidence from Bangladesh." Economic Development and Cultural Change, 57(4),
685-722.

Kireyeva, A. A., Nurbatsin, A. S., & Khalitova, M. M. (2023). Assessing Inequality of Income
Distribution and Education in the Regions of Kazakhstan. Oxonomuxa pecuona, 19(3),
741-752.

Lucas, R. E. (1988). "On the Mechanics of Economic Development."Journal of Monetary
Economics, 22(1), 3-42.

Maéiulyté-gniukiené, A., Butkus, M., & Szarucki, M. (2022). Infrastructure in the framework
of production functions: evidence of EU member states at the regional
level. Technological and Economic Development of Economy, 28(6), 1897-1914.

Mitra, S. (2022). Migration and Human Capital Formation: A Review of the Literatures to
Understand the Link in Indian Scenario With Respect to Inland Migration of Unskilled
Workers. Specialusis Ugdymas, 1(43), 6217-6233.

Nawir, D., Bakri, M. D., & Syarif, I. A. (2023). Central government role in road infrastructure
development and economic growth in the form of future study: the case of
Indonesia. City, Territory and Architecture, 10(1), 12.

Olaoye, O. O. Facilitating Economic Growth by Leveraging on Infrastructure Development.

543



Journal of Management E-ISSN: 3026-3239
htps://myjournal.or.id/index.php/JOM Vol. 3, No. 2, July - December (2024), pp. 532-546

Pashkevich, A. A., Orlov, A. V., Kuropatenko, M. V., Kovalev, V. N., & Zhelenina, L. A.
(2019). P33 Bone mineral density in cystic fibrosis children in saint petersburg.

POPOOLA, A., Nunyi, B. V., Medayese, S., Falola, O., Ogunmodede, O., & Wahab, B. (2023).
The Evolution and Nature of Urban Planning in Nigeria. Cambridge University Press.

Prabowo, T. A., Ananda, C. F., & Bintoro, N. S. (2023, June). Analysis of regional economic
problems (Case study: Mapping regency/city leading sectors in Papua province in
2020). In Journal of International Conference Proceedings (Vol. 6, No. 1, pp. 324-
335).

Prabowo, T. A., Ananda, C. F., & Bintoro, N. S. (2023, June). Analysis of regional economic
problems (Case study: Mapping regency/city leading sectors in Papua province in
2020). In Journal of International Conference Proceedings (Vol. 6, No. 1, pp. 324-
335).

Priyanta, M., & Zulkarnain, C. S. A. (2023). Sustainable Infrastructure Legal Policy in
Indonesia: A National  Strategic = Project  Approach  for  National
Development. Sriwijaya Law Review, 7(1), 1-18.

Putra, N., & Suhardi, S. (2019). "Community Participation in Infrastructure Development in
Papua." Journal of Rural Development, 45(3), 123-138.

Resosudarmo, B. P., & Yusuf, A. A. (2009). "Regional Income Disparity in Indonesia: A Panel
Data Analysis." Asian Economic Journal, 23(3), 229-254.

Rodhi, N. N. (2023). Pelatihan Karya Tulis Ilmiah Bagi Guru Untuk Meningkatkan
Profesionalitas Akademik Guru Pondok Pesantren Di Bojonegoro. Journal Of Human
And Education (JAHE), 3(4), 67-77.

Romer, P. M. (1986). "Increasing Returns and Long-Run Growth." Journal of Political
Economy, 94(5), 1002-1037.

Safitri, M. I. D., Ananda, C. F., & Prasetyia, F. (2021). Analisis dampak belanja pemerintah

daerah terhadap pertumbuhan ekonomi inklusif jawa timur. Indonesian Treasury

544



Journal of Management E-ISSN: 3026-3239
htps://myjournal.or.id/index.php/JOM Vol. 3, No. 2, July - December (2024), pp. 532-546

Review: Jurnal Perbendaharaan, Keuangan Negara dan Kebijakan Publik, 6(2), 85-
96.

Sahoo, P., Dash, R. K., & Nataraj, G. (2010). "Infrastructure Development and Economic
Growth in China." Institute of Developing Economies (IDE) Discussion Paper, 261.

Salvadori, N. (2003). The theory of economic growth. Edward Elgar Publishing.

Santoso, E. B., Widajanto, M. B., Pranata, 1., Ma’ruf, A., Cahyani, W. A. P. R., Ardila, F. L, ...
& Islam, S. N. K. (2023). MEMBANGKITKAN KESEHATAN DAN EKONOMI
MASYARAKAT DI ERA PANDEMI COVID-19 DI KELURAHAN GUNUNG
ANYAR TAMBAK. J-ABDI: Jurnal Pengabdian kepada Masyarakat, 2(10), 6697-
6702.

Schmitt, J., & Kostler, H. (2016, September). A multi-objective genetic algorithm for
simulating optimal fights in starcraft II. In 2016 IEEE Conference on Computational
Intelligence and Games (CIG) (pp. 1-8). IEEE.

Sharma, A. P., & Kumar, A. (2023). Impact of Infrastructure on Socio-Economic Development
in Rural Areas: Evidence from the State of Haryana, India. Indian Journal of Public
Administration, 69(2), 345-359.

SIMON JR, G. (2017). SERBIA'S ECONOMIC GROWTH AND CATCHING-UP WITH
AUSTRIA (1960-2013). Review of International Affairs (04866096), 68.

Solow, R. M. (1956). "A Contribution to the Theory of Economic Growth." Quarterly Journal
of Economics, 70(1), 65-94.

Sonjaya, Y. (2023). Analysis of Papua Provincial Government's Implementation of Accrual-
Based Local Government Financial Reporting. Advances in Applied Accounting
Research, 1(2), 101-110.

Stefanescu, M. S., Colesca, S. E., Pacesila, M., Precup, I. M., & Haratau, T. (2023).

Sustainability of Local and Rural Development: Challenges of Extremely Deprived

545



Journal of Management E-ISSN: 3026-3239
htps://myjournal.or.id/index.php/JOM Vol. 3, No. 2, July - December (2024), pp. 532-546

Communities. In Proceedings of the International Conference on Business
Excellence (Vol. 17, No. 1, pp. 1628-1644).

Syafri, W., Achmad, M., & Labolo, M. (2024). Organizational redesign for government of
Jakarta administrative city. International Journal of Research in Business and Social
Science (2147-4478), 13(4), 350-361.

Timilsina, G. R., & Curiel, I. F. D. (2023). Subsidy removal, regional trade and CO2 mitigation
in the electricity sector in the Middle East and North Africa region. Energy
Policy, 177, 113557.

Widodo, T., Suryahadi, A., & Sumarto, S. (2017). "The Impact of Infrastructure Development
on Poverty Reduction in Indonesia." Bulletin of Indonesian Economic Studies, 53(2),
161-186.

World Bank. (1994). World Development Report 1994: Infrastructure for Development.

Washington, D.C.: World Bank.

546



