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Abstract

Foreign direct investment shows an increase every year. A number of economists see foreign direct investment as
a potential opportunity to promote a country's economic growth. The importance of comprehension for long-term
investment decisions involves conducting a foreign direct investment decision analysis that utilizes mean values,
median values, and standard deviations. This study was conducted to analyse foreign direct investment decisions
concerning the potential long-term impact probability values. This study uses a quantitative approach,
incorporating time series data collected from 2018 to 2024. The data analysis method utilizes the Least Squares
Technique with EViews 13 software. The research results indicate that choices related to foreign direct
investment can be influenced by evaluating probability values, calculating the average of direct investment,
median numbers, and standard deviation figures. The research results suggest that the FDI opportunity values,
based on the elevated average FDI value compared to both the median value and Standard Deviation value,
imply that FDI choices may produce more favourable outcomes over time. Modelling FDI decisions with the
Least Square method produces very accurate results. This research concludes that upcoming studies should
concentrate on identifying and analysing feasible FDI in economic sectors that enhance community well-being,
thus proving that FDI successfully boosts a country's economy.
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1. INTRODUCTION

Foreign direct investment (FDI) in Indonesia has demonstrated significant growth from 1990 to the present. The
significance of this direct investment by various experts like Eduard et al. (2015) is viewed as a possible
opportunity to enhance the economic growth of a nation. Therefore, it is crucial for domestic investment
policymakers to possess accurate and thorough knowledge when making FDI decisions in Indonesia. The
influence of the global economy and the progression of information technology is noted in the UNCTAD report
(2001) cited in (Eduard et al., 2015), indicating that FDI worldwide has risen from $209 million in 1990 to
$1,118 million in 2000. The growth of FDI has also reached developing nations such as Indonesia. In 1999, the
World Investment Report observed that worldwide production and sales expanded at a quicker pace than global
GDP and exports. Since 1990, companies globally have not only depended on output growth for exports but also
on foreign direct investment (FDI). In 2008, the OECD countries attracted 50% of FDI. FDI growth from 2003
to 2007 was five times larger than the prior year. The UNCTAD Report (2012) indicates that from 2000 to 2012,
FDI originating from BRICS nations rose from 6% to 27% (Eduard, et al., 2015). Nations with economic
development and ample natural resources will draw in foreign direct investment. The economic circumstances in
Indonesia will demonstrate this assertion. Similarly, (Solow, 1956); (Cicea & Marinescu, 2021); (Dao, Khuc,
Dong, & Cao, 2024) demonstrate that FDI in different nations can affect income inequality and enhance a
nation's output growth.

FDI in a nation is viewed not just as capital growth but also as a catalyst for technology exchange, as
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noted by (Romer, 1990); (Crespo & Fontoura, 2007) identified four aspects of FDI concerning technology
transfer, which include: labour mobility, demonstration effects, competition, and both backward and forward
linkages within a country's economic sector. Evidence concerning labour mobility by Gorg & Strobl (2005)
indicated a transformation in the functioning of the workforce within local firms, resulting in improved human
capital. Certain perspectives also suggest that the FDI Decision can be modelled. Nonetheless, certain questions
emerge, what is the structure of modelling? Is it possible to create models based on mean, median, and standard
deviation values? This study will analyze the issue of making FDI decisions utilizing the least square technique.
Currently, there remains uncertainty regarding the formation of the modeler through mean, median, and SD
values. This paper will offer a description and analysis of FDI modelling using the least squares method. The
least square approach will be explained in the following methodology section. Additionally, the growth value
reflects the average opportunity value and investment risk.

2. LITERATURE REVIEW
2.1 Invesment Theory

The Markowitz model focuses on selecting an investment portfolio driven by the pursuit of anticipated
return and risk (Tandelilin, 2017). The Markowitz model limits investment choices to portfolios consisting of
risky assets. The core idea behind investment decisions is signalling theory. This theory proposes that investment
spending conveys a positive indication regarding future corporate expansion, resulting in an increase in stock
prices as an indicator of company value. Fisher characterized the discount rate as the return on investment or the
internal rate of return. In contrast, Keynes labelled it the marginal efficiency of capital (Baddeley, 2003 &
Alchian, 1955). Keynes (1936) asserted that investment persists until "there is no longer a type of capital asset
with a marginal efficiency exceeding the current interest rate." Keynes did not view investment as a way to
achieve equilibrium. Hayek (1941) and Fisher (1930), on the other hand, viewed investment as an excellent
means to reach the optimal capital stock. In Keynesian theory, investment is not affected by any essential
concept of capital stock. Instead, genuine or profound uncertainty comes to the forefront. Keynes believed that
humans were inherently "animalistic" and that this, along with unpredictable and irrational expectations, led to
perceiving investment as an adjustment process toward equilibrium.

2.2 Neoclassical Theory, Accelerator Principle, Q-Tobin Investment Model.

Investment references additionally examine neoclassical theory, the accelerator principle, and Tobin’s
investment theory. All three theories assume perfect behavior by those making investment choices. Neoclassical
and Tobin's investment theories distinctly assume the maximization of profit/value. The accelerator investment
theory implicitly assumes this, suggesting that the ideal capital stock determines investment levels. Jorgenson's
(1963, 1967, and 1971) neoclassical investment theory is fundamentally grounded in optimization. A company's
task is to maximize profits in every period, resulting in the optimal capital stock. The assumption is that the
production function can be represented in a typical Cobb-Douglas format. The ideal capital stock changes only
partially during each period, with the adjustment factor being affected by the difference between actual and
targeted capital (Mueller, 2003). As neoclassical theory asserts that capital adjusts quickly and completely to the
desired capital stock, the investment function essentially disappears.

2.3 Investment Theory

The accelerator approach is often associated with the Keynesian model, primarily due to its assumption of
stable prices. The acceleration principle was first proposed by Clark (1917) and is best known for its application
in the business cycle by Samuelsson (1939a and b). The accelerator is essentially a particular case of neoclassical
investment theory where the price factor has been reduced. Assuming that output prices stay unchanged and
considering the price variable along with the expected investment value in the user’s cost of capital, as indicated
by Jorgenson (1963), the accelerator principle is well acknowledged. The anticipated capital stock is assumed to
correlate with production. Investment over any designated timeframe will depend on an increase in production.
By means of fluctuating pricing and incremental adjustments to the intended capital stock, the investment in each
period depends on output prices, input expenses, and interest rates (the cost of capital). Vernon Smith (1961)
demonstrated what he called the "logical inseparability” of 'marginal efficiency' alongside the 'accelerator'
elements affecting investment spending. Smith (1961) utilized the calculus of variations to derive the results.
Eisner and Strotz (1963) noted that lags in a company's investment process are a crucial factor influencing
macroeconomic patterns. The investment process includes three types of delays: decision delays, delivery delays,
and completion delays. These delays influence economic variations. The impact of expectations, the flexible
accelerator model (changes in production), and their implications for public policy are analysed.
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2.4 Q-Investment Model

Two main problems arise with the accelerator theory and neoclassical investment theory. It first indicates that
both theories imply that in each period, the adjustment of the capital stock to the desired level
is instant and complete during every period. The method involves integrating an adjustment cost function into
the optimization problem (Gould, 1968; Lucas, 1967; Treadway, 1969). The second problem is that expectations
have no effect in neoclassical and accelerator theories. Brainard and Tobin (1968) along with Tobin
(1969) offered a resolution to this problem. Investment persists until the asset's market worth aligns with its
replacement cost. Moreover, adding a marginal adjustment cost function to the profit
function makes neoclassical theory logically indistinguishable from Q theory. The Q theory of
investment, introduced by Brainard and Tobin (1968) and further developed by Tobin (1969), is also proposed.
Geanakoplos (2008) & Lo (2004). Casti (2008) claims that acknowledging the potential for investors to develop
expectations rooted in their assumptions about the actions of other investors creates a realm of induction instead
of deduction. Rational Expectations Theory Traditional Deductive Method: In classical economic frameworks
(e.g., the Efficient Market Hypothesis), it is assumed that investors create expectations through deductive
reasoning. This indicates that investors utilize all accessible information, comprehend the fundamental economic
model of the market, and maintain rational and impartial expectations. One more benefit of marginal Q
compared to Tobin's Q and other performance metrics is that it mitigates the issue of endogeneity. Gugler &
Yurtoglu (2003) tackled the endogeneity issue, highlighting the connection between profitability and investment.
Eisner and Strotz (1963) asserted that delays in a firm's investment activities are significant factors affecting
macroeconomic trends. The investment process involves three kinds of lags: decision lags, delivery lags, and
completion lags. These delays affect economic fluctuations. The discussion includes expectations, the adaptable
accelerator model (changes in output), and the effects on public policy.

3. RESERCH AND METHODOLOGY

The quantitative research method utilizes secondary data, specifically in the form of time series data covering the
years 2018 until to 2024. FDI information is sourced from www.bi.go.id, as published by the Institution. The
data analysis technique employs the Least Square Method and is executed using the Eviews 13 software. Pto
compare descriptive statistical values. When the mean and median values of the collected data show a significant
disparity, it is essential to regard the least square method as a tool for analysis. This document aims to clarify
uncertainties regarding the least square method not being a direct least square modelling. The modelling of FDI
decision-making using econometric techniques is represented as a straightforward linear regression model
utilizing the least squares approach with the following equation.

Yit = B0+ BiXi + ei

The explanation of formula (1) indicates a = constant; f = parameter of estimated result; ai = various
individual effects for each i-th individual, X’it = ith observation of P independent variables. P independent
variables for FDI are expressed in terms of mean value (Xe), median value (Xd), standard deviation value (Xs),
Yit represents the probability of the FDI decision, and it denotes the regression error. Regression modelling
utilizing the least squares approach is structured as panel data. The RESET Ramsey Test is conducted on this
panel data regression to evaluate the specifications of the linear or non-linear functional model. The Likelihood
Ratio Test is applied for decision-making, selecting the greater value of the likelihood ratio. Following the
RESET Ramsey Test and Likelihood Ratio (LR) tests, the subsequent step involves examining the panel data
regression and assessing the classical assumptions in line with the stipulations of linear regression analysis.
Panel data regression can be assessed using the Chow Test, Hausman Test, and Lagrange Multiplier Test.
Requirements are assessed, including the normality test via the Jarque-Bera test, the heteroscedasticity test using
the Glesjer test, and the autocorrelation test where the VIF value is < 10. The research hypothesis can be stated
as: Null Hypothesis: There is no linear relationship between predictor variables and response variable.

4. RESULTS AND DISSCUSION

The findings of the FDI value analysis from 2018 to 2024 can be accessed through official banking institutions
and have been released by Bank Indonesia. The FDI figure utilized in the panel data analysis represents the
annual total value. Subsequently, the FDI value will be determined for the mean, median, and standard deviation.
The potential for investment returns annually is executed through normdist.(x), followed by normsdist.(z). The
subsequent step is a panel data regression analysis utilizing EViews 13. FDI information is derived from the
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calculations of average value, median value, and risk value over a seven-year period from 2018 to 2024, as

outlined in Table 1.

Table 1. Computation of Mean, Median, and FDI Risk Metric for 2018-2024

Years FDI Mean Median Risk value Prob.
2018 20564,00 324,32 16,50 715,00 1,29
2019 23883,00 414,00 76,00 677,00 1,50
2020 18591,00 330,20 71,10 495,00 1,60
2021 21131,10 327,70 34,00 859,00 1,03
2022 25390.00 378.50 181,00 775,20 0,77
2023 21497,00 391,00 196,00 869,10 0,67
2024 24212,30 395,12 108,00 646,13 1,33

Table 1 shows the amount of foreign investment in Indonesia over a seven-year period (2018-2024). The
economic conditions during these seven years reflect conditions from before COVID-19 to the assumed normal
economic conditions. To predict FDI over the seven years, the least squares model can be derived from the mean,
median, and investment risk values. These values are depicted in Figures 1 and 2 below.
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Figure 1.FDI Value in 2018-2024 in Indonesia

Figure 1 shows the development of foreign investment in Indonesia from 2018 to 2024. In 2022, the median
value was the highest compared to other years. The median values of foreign investment in 2019 and 2024 were
similar. The median values in 2021 and 2023 were similar. The median value of investment in 2020 was the
lowest compared to other investment years over the past seven years. Furthermore, the investment value over

seven years can be depicted as a normal curve, as in Figure 2.

2E-131
1,5E-131
1E-131

5E-132

Normal distributio

urve of FDI

Figure 2. Normality Curve of FDI investment in 2018-2024 in Indonesia

Based on Figure 2, the normal curve can be explained that investment value is somewhat lower in 2022 and
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2023. To demonstrate the investment value modelling over 7 years, this paper shows whether least squares
modelling is used to analyse the possibility of investment having a feasibility value by using the mean, median,
and standard deviation values. Furthermore, the least squares approach will be used to determine the potential
feasibility of foreign investment decisions in Indonesia.

3.1 Assessing the linearity model for panel data.

The Ramsey Test intends to evaluate the correctness of the OLS model specifications for the data utilized in
the research. Based on the EViews processing results, the FDI model specifications obtained from the mean,
median, and standard deviation values satisfy the least square model criteria, as evidenced by the F-statistic
Prob> 0.05 value of 0.1241. The specifications of the FDI model can be summarized as a linear model.
Nonetheless, in additional evaluations concerning the precision of the linear model, the potential for
incorporating independent variables can be assessed through the likelihood ratio value. The results from the
calculations yielded a likelihood ratio value of 10.20563. A likelihood ratio of 10 indicates that the evidence
supports the first hypothesis 10 times more strongly than the second hypothesis. Additionally, compute the
unrestricted log-likelihood for a more intricate model and the restricted log-likelihood for a simpler model, and
then contrast the two. The decision based on the likelihood ratio will select a greater value. The computation
outcomes using the Eviews 13 software yield an unrestricted log-likelihood of 19.49912, surpassing the
restricted log-likelihood of 14.39630. The interpretation of the unrestricted log-likelihood of 19.49912 indicates
that the independent variable exerts a significant 19 times power effect on the dependent variable when the
parameter estimates or coefficient estimate is free from any restrictions related to the variable.

Based on the results of the Ramsey RESET Test calculations, the research study related to whether FDI
modeling from the Mean, Median and Standard Deviation measures is appropriate as a least squares modeling
solution, the results of the T-test, F-Test, and Likelihood Ratio (LR) calculations can be shown as in Table 2.

Table 2. Computation of T-test, F-test, LR test

Test Value Degree of | Probability
Freedom

T-statistic 2,5679 2 0,1241

F-statistic 6,5943 (1,2) 0,1241

Likelihood 10,21 1 0.0014

ratio

The calculation results from the Eviews 13 program yield an unrestricted log-likelihood of 19.49912,
surpassing the restricted log-likelihood of 14.39630. The interpretation of the unrestricted log-likelihood value of
19.49912 is that the independent variable exerts a significant 19 times influence on the dependent variable when
the parameter estimates or coefficient estimate does not include the variable's restrictions.

4.2 Examination of Data Panel Regression.

The FDI panel data regression analysis indicates that the test generated by the Lagrange Multiplier Test
provided evidence. The LM Test generates the CEM and REM Tests, as this Lagrange Multiplier Test is
performed to decide between the CEM and REM Models. The results from the panel data regression calculation
indicate that the Prob.F-cross section value exceeds 0.05, thus the CEM model is chosen. The foundation for the
decision regarding this model is the FDI panel data regression analysis conducted over a span of 7 years utilizing
the Common Effect model. Since the Prob.F-cross section values contain Obs * R-squared results with Prob.
Chi-square 0.2164 exceeds 0.05. The outcomes of the CEM model examination were chosen since all regression
coefficients remain consistent across all individuals (cross-section) and time frames (time series). According to
the outcomes of the panel data regression analysis, the results yielded the LM Test with CEM, which generated
the Obs*R-squared value with Prob.Chi-Square 0.2164> 0.05. Model selection using the F-Test indicates the
outcomes of the straightforward model selection opted for by CEM. This outcome is confirmed by the Prob
(F-test) value of 0.1719, which is greater than 0.05. Additional evidence from the Pooled Test yielded a P-value
of 0.7065, which is greater than 0.05. These findings reinforce that the CEM modeler is correct since the panel
data endorses a straightforward modelling approach known as Ordinary Least Squares.

4.3 Evaluation of the Traditional Assumption

The linear model assessment in this research study is inseparable from the classical assumptions required in
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the modeling. Referring to the results of the EViews process described previously, the next step is to conduct the
classical assumption test results as outlined in Table 3.

Table 3. Computation of Classical Assumption Test

Diagnose Classical Prob. (0,05) Criteria

Normality Test | 0,7051 Normal

-Jarque-bera

Heteroskedasticity Test: | 0,9275 Not

ARCH heteroskedasticity

Heteroskedasticity Test: | 0,1230 Not

Glejser heteroskedasticity

Multicorrelation Test-VIF | VIF( 1,63; 1,79; 1,12) <10 Not
Multicorrelation

Newey-West Test ADF-Fisher Chi-sq (40,55; 38,92) Not Autocorrelation

According to the findings from the classical assumption test, the FDI Decision modeling created through
the Least Squares method complies with the criteria for utilizing a linear regression model. Thus, these results
can be carried forward to the hypothesis test and determination test.

4.4 Discussion

According to the findings from the linear or non-linear specification test of panel data, the re-grease model
test of panel data, and the classical assumption test, it can be concluded that the procedures followed in the FDI
Decision modeling using the Least Square Method have satisfied the defined criteria. Therefore, the subsequent
step is to evaluate the hypothesis, examine the determination outcomes, and assess the alteration in the value of
the FDI Decision. According to the outcomes of the hypothesis test, the linear relationship between the predictor
variable and the outcome variable can be determined from the results of the probability value evaluation. Xe
(0.0144); prob.Xd (0.0025), and Prob.Xd (0.0014) are all less than 0.05. This signifies that the null hypothesis,
which claims there is no linear relationship between the variables, is dismissed. Consequently, the FDI Decision
modeling utilizing the least square method is suitable and highly accurate.

Tabel 4. Computation of Least Squares Model

Predict. Coefficient [Std. Error  [t-Statistic Prob.
C 1.563497  0.255944 6.108744 0.0088
Xe 0.003383  0.000661 5.121519 0.0144
Xd -0.003545 10.000375 -9.463363  |0.0025
Xs -0.001794 0.000156 -11.46828  (0.0014

R-squared (99,09%)
IAdjusted R-squared (98,18%)
SE.Regr.(0,0473)

SSR (0.0067)

F-Test (109.42).

Prob.F_Test (0.0015<0,05)

Based on the results of the least squares model calculation, the value of the DFI decision model with the size of
Mean, Media, SD is shown below. FDI Decision Modeling utilizing mean (Xe) < 0.05, median (Xd) < 0.05, and
standard deviation (Xs) < 0.05 can generate an accuracy model with R2 0.9909 (99.09%) and Adj.R2 0.9818
(98.18%). Furthermore, to assess the response to changes in the distribution of FDI data, it can be calculated
with the Elasticity of Mean as in Table 5.
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Table 5. Computation Elasticity of Mean FDI

Predict. Coefficient St. Coefficient Elasticity of Mean
Xe 0,0034 0,3597 1,0618

Xd -0,0035 -0,6957 -0,2962Xe

Xs -0,0018 -0,6679 -1,1072

Table 5 shows the results of the EM calculation with a standard measurement value of 1<EM<I. If the EM value
<1 indicates a very low response to changes in the amount of FDI in the Mean value. Conversely, if EM>1, then
the change in the Mean value is responded very strongly by changes in the increase in the amount of FDI. Table
5 shows the results of the EM calculation at the Mean value (1.06), Median value (-0.30), and value (SD-1.12).
From the calculation results above, it can be concluded that the Mean FDI value is responded more positively
compared to the Median value and SD FDI value. Thus, it is very wise for foreign investment decision makers to
use the mean value to predict investment growth in a country. The recommendation for this result is that the
Mean value test further proves how the Mean investment value per sector is able to increase the output/economic
growth of each country. The results of this study can be confirmed by economists in several countries.

The comparatively greater growth impact of FDI in developing nations versus underdeveloped nations
suggests that FDI enables developing nations to expand more rapidly than underdeveloped ones (Dao et al.,
2024). The findings of the aforementioned research align with Dao et al. (2024), as the potential for FDI
decisions remains significantly elevated both in the short term and the long term. At the same time, the
significantly higher rate of FDI growth in developing nations compared to developed ones means that developing
countries depend more on funding from FDI to bridge the income disparity seen in developed nations. Foreign
Direct Investment, when examined from the perspective of the money supply, demands an intricate analysis; thus,
the issue concerning financial instruments for investing within a country that could foster its economic growth
remains unsolved to this day (Topxhiu & Krasniqi, 2025). The study conducted by Olayungbo and Quadri (2019)
examined the economic conditions of 20 African nations between 2000 and 2015. The findings of the research
validated the beneficial impact of remittances and financial development on economic growth in both the
short-term and long-term. These findings are backed by Chowdhury (2016); Bandura et al (2019). The analysis
method employed by the researcher serves as the basis for comparing this paper's research to others. This study
employs mean, median, and standard deviation for analyzing panel data specifications and estimating CEM test
values, whereas other scholars utilize Pooled Mean Group and Mean Group/ARDL estimations that incorporate
panel unit root tests and thorough cointegration analysis. The results of Cao & Kang (2020) indicate that
remittances have a direct impact on economic growth.

The discussion regarding the studies ultimately shows that the findings of this research indicate that panel
data estimation using the mean, median, and standard deviation can forecast significant positive value prospects.
The modeling specifications for mean, median, and SD can be achieved with the RESET Ramsey Test, and LR
yields robust linear model results. Panel data regression modeling employing mean, median, and standard
deviation is evaluated through the LM test and CEM test. The findings suggest that FDI choices possess
significant growth potential in the long run. The choice to apply the CEM model with the Least Square method is
strongly validated by the results of the Pooled Test, which are highly significant. Nonetheless, the outcomes of
the Common Trend test indicate a dismissal of the existence of a difference in time trends within the estimation
results. The typical pattern from the panel data regression yielded 53.89 with a P-value of 0.99, leading to the
rejection of the null hypothesis concerning time trend differences. This indicates that occasionally series exhibit
varying trends, thus recommendations need additional analysis.

Based on all the processes and stages of modeling carried out in this study and the required assumptions, the FDI
modeling with least squares can be displayed in Table 6 below.
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Table 6. Computation of Modelling FDI using Least Squared

Least Squared Model

Yit=1.5634 1+ 0.0034Xe - 0.0035Xd -  0.00179Xs +e

R?(99,09%) Pooled Test (0,7065) Common Trend Test 53,89
Adj.R?(98,18%) (0.99)
SSE(4,72%)

Modelling FDI decisions with mean (Xe) < 0.05, median (Xd) < 0.05, and standard deviation (Xs) < 0.05
yields an accurate model with R2 of 0.9909 (99.09%) and Adj.R2 of 0.9818 (98.18%). The size of the error in
the panel data regression model is between 0.91% and 1.82%, and the regression error stands at 4.7269%, which
is less than 5%. The Pooled Test value of 0.7065 needs to be interpreted based on the context of the statistical
method used. The term "Pooled Test" generally refers to a statistical test that combines data from multiple groups
to increase the power of the analysis. However, this study did not perform a grouping of economic conditions
before COVID-19 and the new normal, as should have been done, resulting in insignificant results. This is a
limitation of the study. However, a solution provided with a Common Trend Test yielded a significant result of
0.99>0.05. This result indicates that the FDI trend during the 2018-2024 period is the same, thus meeting the
parallel trend assumption. These results suggest that further testing using the DiD regression test is
recommended to find a more accurate model, taking into account normal and abnormal economic conditions.
This outcome is demonstrated by the value of Unrestricted Loglikelihood being greater than Restricted
Loglikelihood. The unrestricted log-likelihood value of 19.49912 indicates that the independent variable exerts a
substantial 19 times impact on the dependent variable, assuming the parameter estimate or coefficient estimate is
made without any restrictions on the variable. Garcia-Santana et al. (2007) and Carbonell & Weiner (2018)
indicated that FDI positively influences economic growth, depending on the country's environment and
regulatory policies. Therefore, modelling the value of FDI to assess long-term growth of opportunity value
demonstrates significant predictive power, allowing for the rejection of the notion that mean, median, and SD are
unsuitable for predictions in linear modelling. The suggestion from this finding is to evaluate additional predictor
variables, ensuring that the discussion regarding the use of mean, median, and SD values in modelling reaches a
definitive conclusion. The outcomes of the Common Trend test indicate variations in time trends within the
results, suggesting the necessity of examining stationary and non-stationary research that affects the results of
the cross-variable predictor on the predictor.

5. CONCLUSION

FDI studies from several expert research results indicate that FDI affects capital access, technology transfer,
financial expertise, and local economic development. The study found that FDI volume modeling can be
assessed using the mean, median, and standard deviation values, as demonstrated through LS modeling. The
ordinary least squares method can be used to estimate the FDI decision-making modeling, which is highly
accurate. The resulting model is highly accurate as demonstrated by model specification testing conducted
through the Ramsey RESET Test, panel data regression analysis using the LM-CEM Test, classical assumption
evaluation, hypothesis verification, and determination assessment. The FDI trend during the 2018-2024 period is
similar, so the parallel trend assumption is met. These results can be recommended for further testing using the
DiD regression test, to find a more accurate modeling by considering normal or abnormal economic conditions.
The suggestion from this research finding is to use a broader range of predictor variables, which allows for the
most effective assessment and resolution regarding FDI discussions on modeling group averages, individual
averages, medians, and different and accurate standard deviations. For future researchers to explore the modeling
of the relationship between the mean value of FDI, the value of potential growth which is believed to have a
reciprocal relationship.
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making investment decisions in developing countries.
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