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Abstract 
Indonesia is rich with natural resources, which attract investors. However, it has not impacted an 
insufficient level of prosperity, as shown by a low level of education and income per capita. The study 
aims to determine the effect of investment as measured by Global Competitive Index (GCI) as the 
independent variable, Human Development Index (HDI) as the dependent variable on prosperity, 
and Gross Domestic Product (GDP) as an intervening variable to measure economic development. 
The research used a descriptive quantitative framework, supported by data from books, journals, 
and other online sources. The data were analyzed with a linear regression statistical model using 
SPSS.25. The results indicate that investment has no significant direct effect on prosperity, yet, it 
has a significant indirect effect on prosperity through economic development. The current imbalance 
in economic and education progress illustrates that today's development is against Islamic principles, 
e.g., divinity, justice, and sustainability. These principles are the keys to solving the problem of 
prosperity in Indonesia. Thus, to increase prosperity, the government needs to increase public access 
to economic development by improving education and health facilities, especially in rural areas, and 
the independence of the people to manage the country's wealth. 
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A. Introduction 

Prosperity is the virtuous ideal of the founding fathers of Indonesia, as 

outlined in the foreword of the 1945 Constitution. It mentions that the state 

controls all the nation's wealth which aims for the prosperity of the citizens. 

Discussions related to prosperity have been carried out at various levels, both 

at national and international governmental levels, scientists, and community 

institutions. However, prosperity is still considered a dream, especially for 

people living in developing countries, including Indonesia. Prosperity can only 

be achieved when each Indonesian citizen believes and becomes pious, as in 

surah Al A'raf, verse 96, "And had the people of the dwellings believed and 

been pious, we would have surely opened for them the blessings from the sky 

and from the earth, but they denied, and We, therefore, seized them on account 

of their deeds." 

With the development of human civilization, its meaning has developed 

as well. Prosperity is not only limited to meeting economic needs but extends 

to primary, secondary, and tertiary needs, including political needs. These result 

in prosperity that cannot only be quantified by the population's income per 

capita. Moreover, it has to measure Human Development Index (HDI). HDI 

dimensions determine how easily people can access the needed infrastructures, 

earned income, health, education, etc. The measurement components include 

age, knowledge, quality of life, and decent living standard. Thus, HDI can better 

describe the level of prosperity in a country. The development of HDI in the 

last ten years is depicted in the following graph.1  

 

 
1 “Badan Pusat Statistik,” diakses 12 Mei 2022, https://www.bps.go.id/subject/26/indeks-

pembangunan-manusia.html. 



 The Investment Effect on Prosperity…         3 

http://ijiis.or.id | e-ISSN: 2615-5184    p-ISSN: 2597-9698 

Figure 1. Graph of Human Development Index in Indonesia 

Source: processed/bps.go.id 
 

The graph shows HDI increased between 2010 to 2019. However, it is 

moving linearly, as seen in the Indonesian HDI table for the last five years. 

 

Table 1.  
Growth of HDI Variables in 2015-2019 

 

Indicator 2015 2016 2017 2018 2019 

HLS 12,6 12,7 12,9 12,9 13 

PPP 10,2 10,4 10,7 11,1 11,3 

RLS 7,8 8 8,1 8,2 8,3 

UHH 70,8 70,9 71,1 71,2 71,3 

Source: processed/bps.go.id 

 

The table above shows several variables of the Indonesian population, 

such as school length expectations, purchasing power parity, average school 

length, and life expectancy. They have increased in a linear direction over five 

years. According to UNDP, Indonesia's HDI is ranked 6th among ASEAN 

countries. It is under Singapore, Brunei Darussalam, Malaysia, Thailand, and 

the Philippines. Indonesia is also ranked 111th out of 189 countries in the world. 

It shows that the Indonesians' level of prosperity is way behind its neighboring 

countries. It contrasts with the country's great potential, for instance, its 
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strategic location, abundant natural resources, and diverse human and cultural 

resources. These factors allow Indonesia to become a developed country.2 

The government needs domestic and foreign investors to maximize this 

potential. Global Competitive Index (GCI) influences a country's capacity to 

attract investors is influenced by Global Competitive Index (GCI). The better 

the ranking, the more investors to come.3 In 2019, Indonesia obtained 64.63 

point, which placed it in 50th rank globally. Nevertheless, it decreased from its 

2018's rank.4 The Indonesian Chamber of Commerce stated that in the last 10-

20 years, investment in Indonesia is still dominated by foreigners, although 

domestic investments continue to increase.5  

The decline in competitiveness is caused by corruption, government 

bureaucratic inefficiency, limited infrastructure, low access to financial 

institutions and products, inflation, policy instability, low labor ethics, tax rates, 

limited skilled workforce, tax policy, foreign exchange regulation, low public 

health facilities, crime rate, limited innovation, and strict labor regulations.6 

Most of these problems come from human capital. Hence, the Indonesians 

themselves need to realize that all of their actions will be held accountable, as 

mentioned in the hadith "Remember, every one of you is a leader and will be 

held accountable for his leadership…." Another acute problem the country 

faced was corruption, which is considered an extraordinary crime. Corruption 

is against sharia and is unlawful, as a hadith narrated by Imam At-Turmudzi 

 
2 Kompas Cyber Media, “Potensi dan Upaya Indonesia Menjadi Negara Maju Halaman all,” 

KOMPAS.com, 27 Mei 2020, 
https://www.kompas.com/skola/read/2020/05/27/170000669/potensi-dan-upaya-indonesia-
menjadi-negara-maju. 

3 Tamilla Curtis, et. al., “Effects of Global Competitiv ects of Global Competitiveness, Human 
De eness, Human Development, and elopment, and Corruption on Inward Foreign Direct 
Investment,” Embry-Riddle Aeronautical University, 2013, 1–23. p.1 

4 “Badan Pusat Statistik,” diakses 12 Mei 2022, https://www.bps.go.id/subject/169/produk-
domestik-bruto--pengeluaran-.html. 

5 “Investasi Di Indonesia Masih Didominasi Asing | Ekonomi,” diakses 12 Mei 2022, 
https://www.gatra.com/news-421930-ekonomi-investasi-di-indonesia-masih-didominasi-asing.html. 

6 BRIN, “Laporan Hasil Pemetaan Indeks Daya Saing Daerah Se-Indonesia Tahun 2020 | 
Informasi - Download - Index Daya Saing Daerah (IDSD),” Badan Riset dan Inovasi Nasional, diakses 
12 Mei 2022, https://indeks.inovasi.ristekbrin.go.id/informasi/download/laporan-hasil-pemetaan-
indeks-daya-saing-daerah-se-indonesia-tahun-2020. 
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"The prophet of Muhammad (PBUH) curses those who offer bribes and those 

who accept them." Table 2 illustrates the development of GCI in the last ten 

years.  

Table 2. 
Competitive Global Index 

Year Competitive Global Index 

2010 60.85 

2011 63.28 

2012 62.42 

2013 62.71 

2014 64.71 

2015 65.28 

2016 64.57 

2017 63.48 

2018 64.93 

2019 64.62 

Source: processed/Word Economic Forum 

 

GCI affects economic development and is indicated by the Gross 

Domestic Product (GDP) level. The research supports by Wilson Rajagukguk. 

The result shows technological competitiveness, capacity, cost, and demand 

statistically and significantly affect economic growth in developing countries.7 

Based on statistical data, the cumulative growth rate of GDP has decreased 

since 2010. From 2014 to 2019, it has experienced linear growth, as shown in 

Figure 2. 

 

 
7 Wilson Rajagukguk, “Daya Saing (Competitiveness) Mendorong Pertumbuhan Ekonomi 

Sebuah Negara: Studi Kasus Negara Berkembang,” 7 Maret 2016, 
https://doi.org/10.13140/RG.2.2.32248.55043.. 
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Source: processed/ bps.go.id 

 

The 1945 Constitution and Pancasila develop the concept of democracy, 

which is in line with the Indonesian social and cultural environment. The 

concept brings out development based on wills, needs, and abilities, which are 

carried out for the benefit of the Indonesian people. Thus, development and 

democracy will strive to humanize humans.8 Hence, investors must be able to 

increase development, which results in increased prosperity9. Based on a study 

by Rini Sulistiawati, investment had no significant effect on economic growth 

in Indonesia. In addition, economic growth had no significant effect on people's 

welfare.10 A study by Firdaus Jufrida et al. illustrates that foreign investment is 

not significantly correlated yet constructive influences the nation's economic 

growth. In contrast, domestic investment has a significant relationship and 

 
8 “Pokok-Pokok Penyelenggaraan Pembangunan Nasional | Badan Perencanaan 

Pembangunan Daerah,” diakses 12 Mei 2022, 
https://bappeda.bulelengkab.go.id/informasi/detail/bank-data/pokok-pokok-penyelenggaraan-
pembangunan-nasional-30. 

9 Rudiger Dornbusch, Stanley Fischer, dan Richard Startz, Macroeconomics, 11th ed, The 
McGraw-Hill series economics (New York: McGraw-Hill/Irwin, 2011). p.351. 

10Rini Sulistiawati, “Pengaruh Investasi terhadap Pertumbuhan Ekonomi dan Penyerapan 
Tenaga Kerja Serta Kesejahteraan Masyarakat di Provinsi di Indonesia,” Jurnal Ekonomi Bisnis dan 
Kewirausahaan (JEBIK) Universitas Tanjung Pura Vol. 3, No. 1, 2012, 29–50. p. 29 
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positively affects Indonesia's economic growth11. Therefore, the authors are 

interested in examining the relationship between investment and prosperity 

with economic development as an intervening variable. The research aims to 

provide input to the Indonesian government in making investment and 

economic development policies that will increase the nation's prosperity. 

 

B. Theoretical Concepts 

1. Prosperity 

In the narrow sense, prosperity is a condition where a person has enough 

money and has no debt. However, prosperity is an economic concept that is 

broader and more complex. First is the availability of adequate employment 

opportunities and opportunities for workers to develop and receive training and 

education. The second are opportunities for everyone to innovate and be 

creative to produce quality products and services. Next, the education system 

provides opportunities for children to think critically and confidently realize 

their dreams. Finally, the health protection system aims to treat and prevent 

disease and create a healthy and sustainable environment.12 The concept of 

prosperity has various aspects; therefore, measuring based on GDP per capita 

is considered a failure because it cannot measure prosperity adequately. GDP 

per capita is measured by adding up all gross domestic products divided by the 

total population without considering the element of equity (a small proportion 

of people control most of the product) and class differences between the rich 

and the poor.13 

In 1990, the Pakistani economist Mahbub ul Haq introduced the concept 

of the Human Development index (HD Index) to measure development among 

individuals to improve their life quality. A broader HD Index measurement 

 
11 Firdaus Jufrida, dkk., “Analisis Pengaruh Investasi Asing Langsung (Fdi) dan Investasi dalam 

Negeri Terhadap Pertumbuhan Ekonomi Indonesia,” Jurnal Perspektif Ekonomi Darussalam, Volume 2 
Nomor 1, 2016, 54–68. .p.54. 

12 Robert P. Murphy dkk., ed., Economic Principles for Prosperity (Vancouver: Fraser Institute, 
2014). p.165 

13 Akbar Khodabakhshi, “Relationship between GDP and Human Development Indices in 
India,” International Journal of Trade, Economics and Fianace, Vol.2, No3, 2011, 251–53., p.251 
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covers economic, health and education, and political aspects to reflect actual 

prosperity. The prosperity indicator is mainly based on the ability to encourage 

freedom in various aspects, including political, economic (obtaining and 

choosing jobs and freedom to conduct business), opportunities for increasing 

welfare, better life expectancy and health, access to education, better living 

standard, and participation in policymaking. The HD index has encouraged 

countries worldwide to compete in improving their ranking.14 HDI rankings are 

grouped into three categories, such as, high (up to 0.800), intermediate (0.500–

0.799), and low (less than 0.500). Hence, the concept of prosperity has two 

dimensions, e.g., outer and inner dimensions. Additionally, it can only be 

achieved through faith and the fulfillment of physical needs. Imam Al-Ghazali 

states that a country will be strong and capable of providing security and well-

being for its people when religion is used as the country's foundation. 

 

2. Investment 

Investment is generally defined as providing capital or valuable assets to 

obtain future profits in a project or institution. Investment ranges from money 

to goods market. It affects various sectors in the business cycle, which impacts 

Gross Domestic Product (GDP), monetary policy, capital markets, and long-

term economic growth. Tax policy is a factor that greatly influences investment 

because the government and people's involvement in establishing tax laws are 

particularly important.15 Investment plays an essential role in generating the 

country's economy because capital growth can increase national income or 

GDP.16  In Arsyad17, Harrod-Domar develops Keynes's theory where 

investment is the key to creating income and increasing production capacity18. 

Several investment models that become investment alternatives are loans 

or Foreign Direct Investment (FDI), political alliances, and long-term project 

 
14 Ibid., p.252 
15 Ibid., p. 86 
16 P.M Todaro, Pembangunan ekonomi di dunia ketiga (Jakarta: Penerbit Erlangga, 2000). p. 103 
17 Lincolin Arsyad, “Ekonomi pembangunan,” 2006. 
18 Ibid., p.82. 
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financing based on sharing benefits in economic, health, and education 

infrastructure development following recipient government policies. An 

intensive political alliance currently carried out is China's Belt and Road 

Initiative (BRI) between China and some Arab countries.19 FDI is the highest 

investment activity, which aims to build long-term interests by domestic 

companies. 10% company ownership by foreign investors is a part of FDI. FDI 

has increased since the globalization of the capital market and the 

implementation of the World Trade Organization's (WTO) decisions. Three 

things that influence investors' consideration for investing in other countries 

are resource commitment, control, and risk. The risk includes a tentative 

business environment, industrial, and business fluctuation. An alternative to 

control ownership risk is via FDI.20 Based on the United Nations Conference 

on Trade and Development (UNCTAD), FDI is determined by three main 

variables; first, government policies, such as, trade, taxation, privatization, and 

macroeconomics (inflation and exchange rates); second, business, like, incentives 

and investment, and third, economy, for instance, resource availability, market 

size, and efficiency. 

The benefits of FDI for receiving countries are technology, skills, and 

knowledge (intangible assets) transfer. Enny Sri Hartati, a researcher at the 

Institute for Development of Economics and Finance (INDEF), states that the 

government needs to make complex bureaucratic improvements to meet the 

industry needs and to issue appropriate pro-investment policies for it is 

necessary to improve Indonesia's rank in Global Competitiveness Index (GCI). 

Increasing GCI will boost investment, which is based on Curtis's research, plays 

a determining factor in FDI.21  

 
19 Karen E. Young, “Gulf Financial Aid and Direct Investment TRACKING THE 

IMPLICATIONS OF STATE” (Stable URL: https://www.jstor.org/stable/resrep26684: American 
Enterprise Institute, 2020). 

20 Tamilla Curtis, “Effects of Global Competitiv ects of Global Competitiveness, Human De 
eness, Human Development, and elopment, and Corruption on Inward Foreign Direct Investment.” 

21 Ibid., p.15 
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GCI is measured using 12 criteria: institutions, information and 

communication technology, infrastructure, macroeconomic stability, labor 

availability, product marketing, financial system, health, market size, skills, 

dynamism, and innovation ability. GCI is suitable for providing a 

comprehensive explanation of the interrelated and mutually reinforcing factors 

and for boosting the country's productivity and competitiveness in bringing in 

investors. Competitiveness is the country's capacity to innovate and create a 

competitive advantage by using its resources. Competitiveness will improve the 

economy and create prosperity. The Diamond Model shows that competitive 

advantage is determined by five interrelated factors: firm strategy, structure, 

rivalry, related supporting industries, demand, and conditions.22 

The role of government in creating competitive advantage is particularly 

important by providing facilities, reassurance, and policies that encourage 

industrial competitiveness. The support can be tax policies, incentives, 

education, and strengthening other supporting factors.23 In 2019, Investment 

Coordinating Board concluded that another government policy is to build 

infrastructure and human resource development supported by technology. 

Human resources development is a key factor for successful foreign and local 

investment, which education can only achieve. Consequently, Islam requires 

humans to seek knowledge, as narrated in a hadith, "Whoever takes a path in 

search of knowledge, Allah will make easy for him the path to heaven" (Muslim, 

no. 2699). 

 

3. Economic Development 

In the foreword of the 1945 Constitution, the nation's wealth is aimed 

at the prosperity of Indonesians. Hence, it indicates that economic development 

should provide equal welfare. It also agrees with the objectives of economic 

 
22 Michael E. Porter, “The Competitive Advantage of Nations,” Harvard Business Review, 1 Maret 

1990, https://hbr.org/1990/03/the-competitive-advantage-of-nations. 
23 “Tahun 2019, Pemerintah Fokus Pada Investasi Dan Ekspor,” BKPM, diakses 12 Mei 2022, 

https://www.bkpm.go.id/id/publikasi/detail/berita/tahun-2019-pemerintah-fokus-pada-investasi-
dan-ekspor. 
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development activities from the Islamic perspective. According to Suntana, the 

activities should first revive the human factor, which can motivate individuals to 

create and improve their economic conditions. Second, the activities should 

reduce wealth concentration via land reform and small and micro-enterprises 

development, as mentioned in surah 59 verse 7 "As for gains granted by Allah 

to His Messenger from the people of ˹other˺ lands, they are for Allah and the 

Messenger, his close relatives, orphans, the poor, and ˹needy˺ travelers so that 

wealth may not merely circulate among your rich ..." Third, the activities need to 

restructure the public economy and strengthen the effectiveness and efficiency 

of spending. Next, the activities need to deal with financial restructuring by 

developing the marginalized and a financial system based on the profit-sharing 

principle. Finally, through institutional reform and proportional policy changes, 

the activities need to undertake structural change.24 Suntana also states that the 

basis for economic development policies is tawhid, justice, and sustainability. 

Tawhid provides a fundamental recognition that economic resources on earth 

belong to Allah; thus, they must be accessible to all human beings. The principle 

of justice becomes the basis of justice in the form of equal opportunity to 

manage and maintain economic resources. Managing these resources is based on 

the awareness that the next generation also has the right to utilize them; 

therefore, it must be preserved well and carried out efficiently. 

Gross Domestic Product (GDP) measures the government's success in 

implementing economic development. GDP is the amount of value-added 

output produced by a country, including goods and services, in a year. There are 

three approaches to calculating GDP in Indonesia. First of all, the production 

approach calculates the output of various production units (9 business fields). 

Next, the income approach calculates the remuneration received by the 

production factors involved. Finally, the expenditure approach calculates all 

components of final demand for the private non-profit sector, household 

 
24 Ija Suntana, Politik Ekonomi Islam (Bandung: Pustaka Setia, 2009). 
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consumption, government consumption, and net exports.25 A study by Maqin 

and Sidharta explains that increasing GDP boosts per capita income and 

improves people's purchasing power, and enhances government budgets for 

health and education. Thus, the Human Development Index intensifies26 

 

C. Result Methodology 

The study used a descriptive quantitative framework to explain the 

influence of independent and dependent variables. The independent variable 

was an investment, measured by GCI (X), and the dependent variable was 

prosperity, measured by HDI (Y). The mediating variable was economic 

development as measured by the 2010 years' GDP cumulative growth rate. The 

study used secondary data sources, such as, books, journal articles, websites, 

reports, and other online sources. The data used in this study were from 2010 

to 2019. Data analysis used to find the relationship between variables was 

carried out using a linear regression statistical model via SPSS 25. The 

hypothesis is there is an influence between the independent variable, GCI, and 

the dependent variable HDI, either directly or indirectly through the GDP 

intervening variable. 

 

 

D. Result and Discussion 

The results are shown respectively, based on data analysis via linear 

regression statistical model. 

 

1.  GCI effect on GDP 

 
25 BRIN, “LAPORAN HASIL PEMETAAN INDEKS DAYA SAING DAERAH SE-

INDONESIA TAHUN 2020 | Informasi - Download - Index Daya Saing Daerah (IDSD),” Badan 
Riset dan Inovasi Nasional, diakses 12 Mei 2022, 
https://indeks.inovasi.ristekbrin.go.id/informasi/download/laporan-hasil-pemetaan-indeks-daya-
saing-daerah-se-indonesia-tahun-2020. 

26 R. Abdul Maqin dan Iwan Sidharta, “The Relationship of Economic Growth with Human 
Development and Electricity Consumption in Indonesia,” International Journal of Energy Economics and 
Policy 7, no. 3 (18 Juli 2017): 201–7. 
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Coefficients 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) 27.776 4.378  6.344 .000 

GCI -.351 .069 -.875 -5.104 .001 

 
Dependent Variable: GDP 

 
The regression coefficient value is -0.351 with a significance of 0.001 smaller 
than 0.005, which states that the GCI variable has a significant effect on GDP 
in a negative direction. 

 
2. GDP effect on HDI 

Coefficients 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) 84.275 3.416  24.668 .000 

GDP -2.768 .626 -.842 -4.422 .002 

Dependent Variable: HDI 
 

The regression coefficient value is -2,768 with a significance of 0.002, smaller 

than 0.005, which means that the GDP variable has a significant effect on HDI 

in a negative direction. 

  

3. GCI effect on HDI with GDP as an intervening variable 

 

Coefficients 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) 6.817 19.845  .344 .740 

GCI .980 .312 .744 3.146 .014 

Dependent Variable: HDI 
 

The indirect effect of GCI on HDI through GDP as an intervening is -0.351ˢ x 

-2.768ˢ = 0.96 ˢ 
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The regression coefficient value of 0.980 with a significance of 0.014 greater 

than 0.005 explains that GCI directly affects HDI and is not significant in a 

positive direction. Still, GCI has a significant indirect effect on HDI through 

GDP as a mediation. Thus, GDP mediates the GCI to HDI relationship of 

0.96. 

4. Discussion 

a. Investment influences economic development 

The research results indicate that investment significantly affects 

economic development, but in a negative tendency with a coefficient value of -

0.351. Consequently, any increase in investment declines Indonesia's economic 

development by 0.351. The finding is similar to a study by Sulistiawati. It proves 

that investment negatively affects the economic growth in many provinces in 

Indonesia.  

Economic growth is influenced by various variables, for instance, labor 

quality and technology mastery. As discussed above, the Indonesian 

population's low average level of education affects the mastery of technology 

and the quality of the workforce. Thus, the Indonesian people cannot absorb 

the increase in investment, so it cannot increase GDP. 

As reported by medcom.id, the Ministry of National Development 

Planning explains in 2019, as many as 4.3 million Indonesian students, or 6% 

of all school children, dropped out of school.27 The level of education in 

Indonesia is generally only up to the junior high school level. In addition, about 

9% of high school graduates can complete college. These problems are mainly 

caused by economic conditions, especially in rural areas. It then causes the 

people to have low economic development. Most villagers only work in the 

informal sector or become low-level employees with limited incomes. 

The condition was worsened by the trade war between America and 

China and Japan and South Korea, which caused an economic slowdown in 

 
27 Ilham Pratama Putra, “4,3 Juta Siswa Putus Sekolah di 2019,” medcom.id, 15 Juli 2020, 

https://www.medcom.id/pendidikan/news-pendidikan/9K50Pl3k-4-3-juta-siswa-putus-sekolah-di-
2019. 
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those countries28. According to BNI economist Ryan Kiryanto, the economic 

slowdown in any developed country will hamper Indonesia's economic growth 

by 0.32% since the countries are the main trading partners for Indonesia.29 

Indonesia's economic growth has experienced a negative growth rate despite its 

investment improvement. 

 

b. Economic development disturbs prosperity 

Economic development has a significant effect on prosperity as 

measured by HDI in a negative direction with a coefficient value of -2.76. It 

shows that each increase in economic development decreases the level of 

prosperity of the Indonesian people, amounting to 2.76. Indonesia's Gini ratio 

is 0.382, including a low gap30. The National Team for the Acceleration of 

Poverty Reduction (TNP2K) states that 1% of rich Indonesians control 50% 

of national assets.31 It causes an increase in GDP enjoyed by only a few people. 

It causes most people to have limited access to the economy, education, and 

health, so the life expectancy of the Indonesian people is also low. Such 

development contradicts Islamic principles based on divinity, justice, and 

sustainability. 

Prosperity can only be achieved when humans are devoted to Allah, in 

the form of realizing that humans are caliphs on earth—using the wealth that 

Allah has been given to greater goods and not to be piled up on one person or 

one group. Human being has the right to work and process natural resources 

for the prosperity of present and future generations. Government policies that 

do not take sides with the people and ensure equitable distribution of wealth 

 
28 “BI: Perang Dagang Sudah Berdampak Pada Investasi Indonesia,” Republika Online, 29 

September 2019, https://republika.co.id/share/pyktvy383. 
29 Kompas Cyber Media, “Efek Domino Perang Dagang AS-China ke Ekonomi Indonesia 

Halaman all,” KOMPAS.com, 9 Desember 2019, 
https://money.kompas.com/read/2019/12/09/122621926/efek-domino-perang-dagang-as-china-ke-
ekonomi-indonesia. 

30 “Badan Pusat Statistik.” 
31 Dewi Rina Cahyani, “Survei: 1 Persen Orang Kaya RI Kuasai 50 Persen Aset Nasional,” 

Tempo, 10 Oktober 2019, https://bisnis.tempo.co/read/1257730/survei-1-persen-orang-kaya-ri-
kuasai-50-persen-aset-nasional. 

https://bisnis.tempo.co/read/1257730/survei-1-persen-orang-kaya-ri-kuasai-50-persen-aset-nasional
https://bisnis.tempo.co/read/1257730/survei-1-persen-orang-kaya-ri-kuasai-50-persen-aset-nasional
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will nourish corruption and collusion, which are the causes of the poor 

economic development of Indonesian. 

 

c. The Effect of Investment on Prosperity with Economic 

Development as an Intervening Variable. 

Investment does not directly determine prosperity; however, investment 

has a significant indirect effect on prosperity over economic development. The 

findings explain that investment growth can increase prosperity by 0.96 because 

of economic development. The increase in GCI is mainly determined by the 

availability of skilled workers, health facilities, efficient business processes, 

healthy competition, and encouraged community innovation. Foreign 

investment encourages technology transfer, increases intangible assets, and 

increases employment opportunities. Hence, it will improve the community's 

productivity and enhance GDP and per capita income. As a result, it will 

increase the community's ability to obtain higher education and health services 

to extend life expectancy. It will increase the HDI of the Indonesian people. 

The results comply with the study by Bucher, which presents a significant 

correlation between GCI, HDI, GDP per capita, and competition in the 

tourism industry.32  The study by Tamila et al. similarly explains that FDI 

increases the economy of countries under study. Additionally, GCI and HDI 

are closely related. The HDI measurement indicator is part of the GCI 

measurement indicator. These findings also Porter's diamond model theory 

which illustrates that competitiveness will increase economic development and 

prosperity. 

 

E. Conclusion and Recommendations 

From the explanation, it can be concluded that there are the various types 

of education. The challenge faced is that in the process of socializing and 

 
32S. Bucher, “The Global Competitiveness Index As an Indicator of Sustainable Development,” 

Herald of the Russian Academy of Sciences 88, no. 1 (1 Januari 2018): 44–57, 
https://doi.org/10.1134/S1019331618010082. 
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providing the multicultural education policies in the national curriculum, it is 

necessary to involve all of the appropriate stakeholders at both the macro and 

micro levels in the whole education system. This is also related to the lack of 

the understanding, large variations in interpretation of meaning and rejection 

due to the interests of several stakeholders, especially in the current era of 

autonomy, namely by Human Resources (Educators) who are not ready and the 

lack of understanding of the concept of multiculturalism which has become the 

main obstacle. In addition, the materials and resources must be free from biases, 

such as social class, gender, ethnicity, religion, and urban bias. Thus, the authors 

of sources and materials, need the multicultural perspective. 

The results indicate that investment indirectly influences prosperity in 

Indonesia. The investment will affect prosperity by increasing economic 

development. Economic development which adheres to Islamic principles will 

be fairly carried out. Economic resources must pay attention to their 

sustainability since they belong to all generations, especially future generations. 

This study also indicates that ignoring the three aspects will lessen economic 

development or level of prosperity. 

Some variables that mediate the relationship between GCI and PMI have 

not been included; hence, subsequent studies should include other variables. In 

addition, the writers recommend that the government enhance economic 

development policies that comprise as many stakeholders as possible in society, 

especially the lower-class members, to create an inclusive economy and 

equitable access to development. The government needs to improve public 

access to education and health to stimulate better resources in Indonesia. It is 

essential since increased investment can boost the economy and create 

prosperity as mandated in the 1945 Constitution. Also, it is in line with the 

Islamic teaching, which mentions that wealth on earth belongs to Allah; 

therefore, it must be fairly and efficiently used for the benefit of human beings.  

The government also needs to focus on improving the quality of human 

resources in Indonesia. Education aims to improve technology-based and 
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innovation-based skills through better access to job training centers. The role 

of higher education institutions is directed not only as a center for knowledge 

development but also as a center for skills and entrepreneurship training. In the 

long run, the Indonesian workforce has qualifications that meet the needs of 

the labor market. It is necessary to boost GDP to increase income per capita, 

contributing to the nation's prosperity and Indonesia's global competitiveness 

index. 

 

F. Research Limitations 

The research is limited in some aspects. First of all, the data series used 

is limited to the last ten years (2010-2019). Moreover, the GCI data used (2010-

2016) is the result of passing on a scale of 1-7 to 0-100. Thus, it may potentially 

reduce the accuracy of the research results. Secondly, the study only uses limited 

investment and economic development variables to assess their effects on 

prosperity. In contrast, other factors that have not been examined may 

influence prosperity. 
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