Signifikan: Jurnal llmu Ekonomi

Volume 13(1), 2024: 59 - 72

P-ISSN: 2087-2046; E-ISSN: 2476-9223
https:/doi.org/10.15408/sjie.v13i1.38636

Uncovering Economic Growth Dynamics:
The Role of Idiosyncratic Risk

Marselinus Asri

Universitas Atma Jaya Makassar, Indonesia
E-mail: marselinus.asri@yahoo.co.id

"Corresponding author

JEL Classification: ABSTRACT

All Research Originality: This study provides a new perspective

EGO on the dynamics between foreign direct investment (FDI),

Hi11 idiosyncratic risk, and economic growth in ASEAN countries
using structural equation modeling (SEM). It contributes to

Received: 01 May 2024 the literature by highlighting the nuanced role of idiosyncratic

risk in shaping regional economic outcomes.

Revised: 27 September 2024 Research Objectives: The study aims to examine the direct
and indirect impacts of FDI inflows, idiosyncratic risk, and
sectoral variables (manufacturing, agriculture, and services) on
economic growth in ASEAN from 2013 to 2023.

Research Methods: The study uses data from the ASEAN
Statistical Database and applies SEM to estimate the
relationships between these variables.

Accepted: 06 October 2024

Available online: October 2024

Empirical Result: The main findings indicate that FDI inflows
have minimal impact on idiosyncratic risk, as evidenced by
regression coefficients below 0.001 for inward and intra-
ASEAN FDI. In contrast, idiosyncratic risk significantly
impacts economic growth. The results also reveal that sectoral
variables such as manufacturing, agriculture, and services
exhibit weaker associations with economic growth.

Implications: This information suggests that policymakers
should focus on exploiting idiosyncratic risk to improve
economic development, while acknowledging the limited direct
impact of FDI on risk management, thereby debating more
appropriate strategies to promote sustainable economic growth.

Keywords: foreign direct investment (FDI); idiosyncratic risk;
economic activity; economic growth

How to Cite:

Asri, M. (2024). Uncovering Economic Growth Dynamics: The Role of Idiosyncratic Risk. Signifikan: Jurnal llmu
Ekonomi, 13(1), 59-72. https://doi.org/10.15408/sjie.v13i1.38636.

Copyright © 2024 by Authors.
This is an open-access article under CC BY-SA license (https://creativecommons.org/licences/by-sa/4.0)


https://creativecommons.org/licences/by-sa/4.0
https://doi.org/10.15408/sjie.v13i1.38636
https://doi.org/10.15408/sjie.v13i1.38636
mailto:marselinus.asri%40yahoo.co.id?subject=

Signifikan: Jurnal llmu Ekonomi
Volume 13(1), 2024: 59 - 72

INTRODUCTION

Effective risk management is essential for promoting economic growth and
stability in ASEAN countries. Foreign Direct Investment (FDI) serves as a crucial driver
of economic development in the region, presenting both opportunities and challenges
(Yunan, 2023). Understanding the complex interactions between FDI, idiosyncratic risks,
economic activity, and economic growth is vital for formulating sound economic policies
and strategies (Fajrian et al., 2023; Nugraha & Naylah, 2023; Sari & Yudhistira, 2023).
FDI has great importance in shaping the economic risk landscape in ASEAN countries.
While it injects capital, technology, and expertise into the economy, it also poses certain
risks, especially of a specific nature. Relating to risks specific to each asset or sector. It
is important to explore how FDI affects idiosyncratic risks and subsequently impacts

economic activity and growth to minimize risks and maximize the benefits of capital

flows (Jiao et al., 2024; Shinwari et al., 2024; Ali & Asri, 2019).

This study aims to fill this research gap by examining how FDI affects economic
activity and economic growth in the ASEAN context, considering the role of idiosyncratic
risk. By delving deeper into these complex relationships, we aim to provide insights
that can guide policymakers, investors, and other stakeholders in developing strategies
to enhance economic growth and resilience in ASEAN countries in a dynamic global
economic context (Kostakis, 2024; Yulianita et al., 2023). Through our empirical analyses
and theoretical frameworks, we aim to contribute to the existing knowledge base on
economic development and risk management in the ASEAN region. This study is timely
in the context of ASEAN economies increasingly integrating deeper into the global market
economy and the increasing importance of attracting FDI for sustainable development. By
examining the pathways through which FDI affects idiosyncratic risk and its subsequent
impact on economic activity and economic growth (Richter et al., 2022; Kanbur et al,,
2024). We can identify areas of need for Policy interventions and strategic investments
to promote inclusive and sustainable economies in ASEAN countries (Du et al., 2024;
Agustina et al., 2023; Santoso & Suman, 2023).

The findings of this study have implications for policymakers, investors, and
other stakeholders involved in shaping the economic landscape of ASEAN countries. By
understanding FDI drivers, idiosyncratic risk, and financial performance, policymakers can
design targeted policies to attract FDI inflows reduce and Minimize risks, and promote
economic diversification (Dogah, 2021; Tiwari & Mutascu, 2011; Kaulihowa & Adjasi,
2018; Indra & Ibrahim, 2023). Likewise, investors can make informed decisions about
their investment strategies, taking into account the unique risks associated with different
industries and sectors in ASEAN countries (Qadan & Shuval, 2021; Liu & Wang, 2021;
Samargandi et al., 2022; Zhou & Latorre, 2021; Ayana et al., 2024; Fengju & Wubishet,
2024). Overall, this study contributes to the ongoing discussion on economic development
and risk management in ASEAN, providing valuable insights to navigate the complexities
of the global economy.

Effective risk management is critical to promoting economic growth and stability

in ASEAN countries. Foreign direct investment (FDI) is an important driving force
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for economic development in the region, bringing both opportunities and challenges.
Understanding the complex interactions between FDI, idiosyncratic risks, economic
activity, and economic growth is essential for formulating sound economic policies and

strategies (Asri & Ali, 2019; Ullah et al., 2023).

FDI is of great importance in the context of increasing risks in ASEAN countries.
Even as it injects capital, technology, and expertise into the economy, it also poses
certain risks, especially idiosyncratic risks, which refer to risks specific to each asset or
sector. Individual area. It is vital to explore the pathways through which FDI affects
idiosyncratic risks and subsequently affects economic activity and economic growth to
minimize risks and maximize the benefits of flows (Gerlach et al., 2015). FDI capital.
In this study, we aim to fill this research gap by examining how FDI affects economic
activity and economic growth in the ASEAN context and Consider the role of specific
risks. By delving deeper into these complex relationships, we aim to provide insights
that can inform policymakers, investors, and other stakeholders in developing strategies
to enhance economic growth and resilience in ASEAN countries in a dynamic global
economic context (Cernev & Fenner, 2020; Dinh et al., 2019; Quaye et al., 2023;
Qibthiyyah & Zen, 2023).

Through empirical analysis and theoretical framework, we aim to contribute to the
existing knowledge base on economic development and risk management in the ASEAN
region. This study is timely regarding ASEAN economies' increasing integration into global
markets and the growing importance of attracting FDI for sustainable development. By
examining the pathways through which FDI affects idiosyncratic risk and its subsequent
impact on economic activity and economic growth, we can identify areas of investment
and policy intervention. Strategic investment to promote inclusive and sustainable
economic growth in ASEAN countries. The findings of this study have implications
for policymakers, investors, and other stakeholders involved in shaping the economic
landscape of ASEAN countries (Kostakis, 2024; Tang et al., 2022). By understanding FDI
drivers, and idiosyncratic risk and economic performance, policymakers can design targeted
policies to attract FDI inflows, mitigate risks, and promote diversity. economicization.
Likewise, investors can make more informed decisions about their investment strategies,
taking into account the unique risks associated with different industries and sectors in
ASEAN countries (Dogah, 2021). Overall, this study contributes to the ongoing discussion
on economic development and risk management in ASEAN, providing valuable insights

to navigate the complexities of the global economy.

METHODS
The study uses data from the ASEAN Statistical Yearbook (ASY) 2023, providing

comprehensive information on various economic variables, including foreign direct
investment (FDI) flows, growth rates GDP by sector, employment level, and other related
indicators in ASEAN countries.

The SEM model is constructed to examine the relationship between several latent

and observed variables, focusing on the impact of Foreign Direct Investment (FDI) and

http:/journal.uinjkt.ac.id/index.php/signifikan 61
https:/doi.org/10.15408/sjie.v13i1.38636


http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v13i1.38636

Signifikan: Jurnal llmu Ekonomi
Volume 13(1), 2024: 59 - 72

FDI Intra on Idiosyncratic Risk, and how Idiosyncratic Risk influences Economic Growth

and various aspects of Managerial and Operational Performance.
The research model can be structured using the following equations:
1. Idiosyncratic Risk Model: IR = p1 - FDI nward + 2 - FDIntra + €l
2. Managerial Efficiency Model: MGR = 3 - IR + €2
3. Operational Efficiency Model: OPR = 84 - IR + €3
4. Economic Growth Model: E _rowth = g5 - IR + 6 - MGR + 7 - OPR + €4

Each variable included within the examination is operationalized based on its
definition and estimation within the ASEAN Measurable Database.

Table 1. Variable, Description, and Data Source

variable Description and data source

FDI inflows Net capital inflows from foreign investors into domestic businesses or
projects. (ASY) 2023

FDI Intra: The investment flows that occur between member countries of the
Association of Southeast Asian Nations (ASEAN). (ASY) 2023

Sectoral GDP growth rates Annual percentage change in GDP for specific economic sectors. (ASY)
2023

Idiosyncratic risk Variability in returns specific to individual assets

Economic Activity Level of economic output and productivity across different sectors.
(ASY) 2023

Economic growth Typically measured using the gross domestic product (GDP) growth

rate, reflecting the annual percentage change in the total value of goods
and services produced within a country's borders over a specific period
(ASY) 2023

Following model estimation and validation, data analysis is conducted to examine the
parameter estimates, regression weights, standardized regression weights, and significance
levels of the variables. The direct and indirect effects of FDI on Economic Growth are
analyzed, along with the pathways through which these effects occur via idiosyncratic
risk and Economic Activity.

RESULT AND DISCUSSION

The regression analysis reveals a statistically significant positive correlation between
Idiosyncratic Risk and Economic Growth (E_Growth) within ASEAN countries. This
finding suggests that increasing levels of idiosyncratic risk are associated with economic
growth in the region. The positive correlation between idiosyncratic risk and economic
growth implies several underlying dynamics in the ASEAN economies. Higher levels
of idiosyncratic risk can stimulate entrepreneurial activities and innovation, leading to
increased economic output and productivity. Idiosyncratic risks specific to individual assets
or sectors can motivate businesses to adapt, innovate, and explore new opportunities,

contributing to overall economic expansion and development.
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These findings affect policymakers and stakeholders seeking to promote sustainable
economic development in ASEAN countries. Recognizing the potential positive correlation
between idiosyncratic risks and economic growth highlights the importance of fostering
an environment that supports innovation, adaptation, and risk-taking while implementing
risk management strategies to minimize negative impacts. Further research is needed to
explore the mechanisms underlying the observed correlation between idiosyncratic risk
and economic growth. Future research could examine industry-level dynamics, regulatory
frameworks, and policy interventions to provide insights into the relationship between

idiosyncratic risks and economic outcomes in ASEAN economies.

Table 1. Regression Weights

Estimate S.E. C.R. P Label
Idiosyncraticrisk  <---  FDI inward .000 .000 264 792 par_1
Idiosyncraticrisk ~ <---  FDlIntra .000 .000 -.192 .847 par_2
Managerial <---  ldiosyncratic risk 330.945 332.405 996 319 par_8
Operasional <---  ldiosyncratic risk -60.928 227.263 -.268 .789 par_9
E_Growth <--- l|diosyncratic risk 201.287 70.147 2.870 .004 par_3
Prof.Work <---  Managerial 1.000
Exc.Work <---  Managerial 437 .062 7.027 par_4
ClerkWork <---  Managerial .218 .081 2.680 .007 par_5
Production <---  Operasional 1.000
Agric <---  Operasional .098 1.087 .090 .928 par_6
ServisWork <---  Operasional 7.052 25.149 .280 779 par_7
E_Growth <---  Managerial -.124 .067 -1.849 .064 par_10
E_Growth <---  Operasional -.175 .248 -.704 481 par_11

The regression weight for idiosyncratic risks with inbound FDI and internal FDI
is close to 0 and not statistically significant. This result implies no significant direct
link between FDI flows (both within and outside ASEAN) and idiosyncratic risk within
ASEAN countries. Regression-weighted analysis of the idiosyncratic risk associated with
inward FDI and intra-ASEAN FDI shows consistent results with no significant direct
association between FDI inflows (both inward and outward). and within ASEAN) and
idiosyncratic risk within ASEAN countries.

These results show that foreign direct investment (FDI) flows into ASEAN countries,
whether from external sources (FDI Inward) or from the ASEAN region itself (FDI Intra),
do not directly affect the specific level of risk that individuals face—assets or industries
in these countries. Idiosyncratic risk, characterized by risks specific to particular assets or
sectors, appears to be driven by factors other than FDI inflows, as indicated by the lack of
a significant relationship in this analysis. The lack of a direct link between FDI and specific
risks highlights the complexity of risk dynamics in ASEAN economies. Other factors, such
as regulatory frameworks, industry-specific shocks, technological disruptions, and market

conditions, may significantly shape each individual's unique risk profile: property or field.
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These findings have implications for policymakers, investors, and stakeholders
involved in ASEAN countries' economic development and risk management. Understanding
that FDI inflows do not directly impact idiosyncratic risks highlights the importance of
comprehensive risk assessment and mitigation strategies that address a range of risk factors
beyond IDE. Policymakers may need to consider a multidimensional approach to risk
management, covering various aspects of the economic landscape to promote sustainable
and stable economic growth in ASEAN countries. Further research is needed to explore
the underlying factors of idiosyncratic risk and its relationship with FDI inflows further.
Studying additional variables and using alternative analytical techniques can provide insight
into the complexities of the ASEAN region's risk management and economic development.

The regression weight for management jobs with idiosyncratic risks is 330. 945, but
it lacks statistical significance (p > 0. 05), meaning there is no notable direct relationship
between management jobs and idiosyncratic risks. The regression weight for operational
jobs with idiosyncratic risks is -60. 928, also lacking statistical significance (p > 0. 05).

This result shows no significant direct relationship between operational work and
specific risks. These results highlight the complex and multidimensional nature of specific
risks in the economic system. Although management and operations activities play an
essential role in organizational performance and decision-making, they do not appear to
contribute directly to the variation or intensity of observed idiosyncratic risks. Okay. In
different sectors or industries of the ASEAN economy. These results must be interpreted
in the broader context of risk management and economic development. The lack of a
direct relationship between management, operations, and idiosyncratic risks suggests that
other factors or interactions may significantly influence the variation and management of
idiosyncratic risks in countries. ASEAN.

Further research is needed to explore these interactions and identify additional
factors that may shape the dynamics of idiosyncratic risk in different economic contexts.
These findings have implications for policymakers, organizational leaders, and researchers
seeking to improve ASEAN countries' risk management practices and economic resilience.
Understanding the nuanced relationship between management practices, business processes,
and unique risks can inform targeted interventions and strategies to mitigate risk and
promote sustainable economic development. Stable across industries. These findings have
implications for policymakers, organizational leaders, and researchers seeking to improve
ASEAN countries' risk management practices and economic resilience. Understanding the
nuanced relationship between management practices, business processes, and individual
risks can inform targeted interventions and strategies to mitigate risks and promote

economic development is stable in all areas.

The regression weight for Economic Growth with Idiosyncratic Risk is 201.287,
which holds statistical significance (p < 0.05). This result suggests a positive correlation
between idiosyncratic risk and economic growth within ASEAN countries. It implies that
heightened levels of idiosyncratic risk may correspond to increased economic growth.
Professionals (Prof.Work), Executives (Exc. Work), Clerks (ClerkWork), and Production

Workers (Production) exhibit no direct correlation with idiosyncratic risk. The regression
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analysis reveals that the regression weight for Agricultural Workers (Agrc) with Operational
Work is 0.098, lacking statistical significance (p > 0.05).

This finding suggests that no direct relationship exists between the involvement
of agricultural workers and operational work within the context of ASEAN countries.
Agricultural activities, an integral part of the rural economy and food production sectors,
do not show a significant relationship with operational work as measured in this analysis.
The lack of statistical significance suggests that differences in agricultural labor participation

do not correspond to notable changes in operational activity in ASEAN economies.

Similarly, the regression weight for service workers (ServisWork) with operational
work is 7.052, which also lacks statistical significance (p > 0.05). This result indicates no
direct relationship between service employee engagement and operations work in ASEAN
countries. Based on regression analysis, service-related activities, including hospitality,
retail, and professional services, do not significantly affect operational work. The lack of
statistical significance suggests that fluctuations in service employee participation do not
lead to observable changes in operational activities in the ASEAN economic context.

Furthermore, the regression weight for Economic Growth (E_Growth) with
Operational Work is -0.175, lacking statistical significance, indicating no direct relationship
between economic growth and operational work. This result suggests that differences in
economic growth across ASEAN countries do not have a significant relationship with
operational activities as measured in this analysis. The lack of statistical significance implies
that changes in the level of economic growth do not correspond to notable changes in
governance in the ASEAN economic context. These findings highlight the nuanced and

complex economic relations within ASEAN countries.

Although agriculture and service-related activities are essential components of the
regional economy, they do not directly connect to operational work as measured in this
study. Similarly, differences in economic growth levels do not directly affect operational
activities in ASEAN economies. Interpreting these results in the broader context of economic
developments and industry dynamics is important. The lack of a direct relationship between
agricultural workers, service employees, economic growth, and operational work highlights
the multifaceted nature of economic interactions and the various factors that influence
operations in ASEAN countries. Further research is needed to explore these relationships in
more depth and identify additional factors that may shape operational work and economic

dynamics in different sectors and industries of the ASEAN economy.

The regression analysis reveals that the regression weight for Economic Growth with
Managerial Work is -0.124, lacking statistical significance (p > 0.05). This result shows no
notable direct relationship between management and economic growth in ASEAN countries.
Management activities, including strategic decision-making and organizational leadership, do
not show a statistically significant association with changes in economic growth as measured
in this analysis. The lack of statistical significance implies that fluctuations in management
job levels do not correspond to observable fluctuations in economic growth in ASEAN

economies. Similarly, the regression weight for Economic Growth with Operational Work
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is -0.175, also lacking statistical significance (p > 0.05), suggesting no significant direct

relationship between operational work and economic growth.

This result indicates that operational differences across ASEAN countries do not
show a statistically significant association with changes in economic growth as measured
in this analysis. The lack of statistical significance implies that operational changes do not
correspond to notable changes in economic growth in the ASEAN economic context. These
results highlight the complexity of economic dynamics within ASEAN countries. Although
management and operations activities are an integral part of economic development and
organization, they do not demonstrate a direct link with economic growth as measured
in this study. The lack of statistical significance suggests that differences in management
and operations job levels may not be the main driver of changes in economic growth in
the ASEAN region. Interpreting these results in the broader context of economic trends

and industry interactions is important.

The lack of a direct relationship between management work, executive work,
and economic growth highlights the multifaceted nature of economic processes and
the different factors that influence economic outcomes in different countries. ASEAN
countries. Further research is needed to explore these relationships more comprehensively
and identify additional factors that may contribute to economic growth dynamics across
different sectors and industries in the ASEAN economy.

Understanding idiosyncratic risk is important for investment decisions, business
strategies, and overall economic performance in the context of ASEAN countries.
Idiosyncratic risks, defined as risks specific to individual assets or sectors, can arise from
a variety of sources, such as regulatory changes, supply chain disruptions, and industry
shocks specifically (Caglayan et al., 2020; Badshah & Beaumont, 2013). For businesses
operating in ASEAN countries, unique risks pose significant challenges, affecting their
profitability, competitiveness, and long-term viability. Therefore, analyzing the drivers
and consequences of idiosyncratic risks is essential for policymakers, investors, and other

stakeholders to promote economic growth and stability in the future.

Previous research has highlighted various factors contributing to unique risks in
ASEAN countries and their impact on economic performance. International. Studies
have shown that idiosyncratic risk can shape investment decisions by influencing a firm's
expected returns and risk perception. Additionally, idiosyncratic risks have been shown to
affect company performance and market dynamics, leading to changes in market structure,
industry concentration, and competitive behavior. Understanding how idiosyncratic
risk operates in ASEAN countries is important to designing effective risk management
strategies and policies to minimize its negative impact on economic development (Kumari
et al., 2017). By exploring idiosyncratic risk within a theoretical framework of economic
development, researchers can illuminate its complexity and implications for promoting

sustainable growth and resilience in ASEAN economies.

Economic development in ASEAN countries has witnessed significant progress and
transformations in the past decades (Nam et al., 2024; Goutte et al., 2022; Shinwari
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et al., 2024). These countries, including Indonesia, Malaysia, Thailand, the Philippines,
Singapore, Vietnam, Brunei, Myanmar, Cambodia, and Laos, have experienced significant
growth due to various factors. Among these factors, globalization is central in integrating
ASEAN economies into global markets, facilitating trade, investment, and technology
transfer. Furthermore, industrialization has promoted structural transformation, shifting
the economy from an agricultural sector to a manufacturing and service-oriented sector

(Aboagye & Adjei Kwakwa, 2023).

One of the main drivers of economic development in ASEAN countries is the
significant flow of foreign direct investment (FDI). FDI has acted as a catalyst for
growth by providing capital, technology, management expertise, and market access.
These investments have boosted economic activity, especially in the manufacturing,
infrastructure, and services sectors. In addition, FDI inflows have contributed to job
creation, skills development, and improved productivity, thereby strengthening overall

economic performance (Kostakis, 2024).

Urbanization also plays a vital role in the economic development of ASEAN countries.
Rapid urbanization leads to a concentration of economic activities in urban centers,
driving demand for infrastructure, housing, and services. Urban areas have become hubs
of innovation, entrepreneurship, and economic dynamism, attracting domestic and foreign
investment. Additionally, urbanization has facilitated the growth of agglomerated economies,

where proximity to markets, suppliers, and talent drives productivity and innovation.

The theoretical framework provides valuable insights into the underlying mechanisms
determining economic development in ASEAN countries. They help identify the channels
through which globalization, industrialization, FDI flows, and urbanization influence
economic growth and structural transformation. By understanding these drivers, policymakers
and stakeholders can design effective strategies to harness the potential of these factors and
promote sustainable and inclusive development. In ASEAN countries (Du et al., 2024).

FDI plays a vital role in the economic growth of ASEAN countries by providing
capital, technology, and management skills essential for improving productivity and
competitiveness. Theoretical frameworks explore different theories and models that explain
why countries attract FDI, how they contribute to economic growth, and the potential
challenges associated with FDI inflows, such as dependence and vulnerability to external
shocks (Huafang, 2024; Crescenzi et al., 2021; Morana, 2023).

Idiosyncratic risk refers to risks specific to each asset or sector rather than to
systematic or whole market. In the context of ASEAN countries, idiosyncratic risks may
arise from factors such as regulatory changes, supply chain disruptions, and industry-
specific shocks. The theoretical framework that helps conceptualize idiosyncratic risk and
its impact on investment decisions, business strategies, and overall economic performance
(Triatmanto et al., 2023).

Empirical studies have yielded different results on the relationship between FDI and
economic growth in ASEAN countries. While some studies indicate a positive impact

of FDI on economic growth, other studies suggest that this relationship may depend on
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many different factors such as host country characteristics, FDI, and institutional quality.
Theoretical frameworks contextualize these empirical findings and identify potential
avenues for future research (Nam et al., 2024; Du et al., 2024).

FDI can affect economic development through many channels, including technology
transfer, people investing, capital development, export promotion, and spillover effects. The
theoretical framework examines these mechanisms in detail and explains how FDI inflows

can lead to increased productivity, industrial modernization, and structural transformation
in ASEAN countries.

Idiosyncratic risk refers to risk specific to individual assets or sectors rather than
systemic or market-wide risk. In the context of ASEAN countries, idiosyncratic risks may
arise from factors such as regulatory changes, supply chain disruptions, and industry-
specific shocks. Understanding the nature and characteristics of idiosyncratic risk is
essential to assess its impact on investment decisions, business strategies, and overall

economic performance (Nath & Brooks, 2015; Soliman & Le Saout, 2024).

There are models and theoretical frameworks for analyzing idiosyncratic risk in
the context of ASEAN countries. These frameworks consider factors such as market
structure, regulatory environment, and company-specific characteristics to understand the
determinants and impacts of idiosyncratic risks. By integrating these factors into the
analysis, researchers can better understand the factors that drive unique risks and their
impact on economic activity in ASEAN countries (Kostakis, 2024).

Previous research has studied the relationship between idiosyncratic risk and
economic activity economy in ASEAN countries. Studies have explored the impact of
idiosyncratic risk on investment decisions, corporate performance, and market dynamics,
emphasizing the importance of understanding and managing idiosyncratic risk to promote
growth and economic stability (Zhu et al., 2016; Nartea et al., 2011; Triatmanto et al.,
2023; Huafang, 2024). The theoretical framework helps contextualize these findings and

provides a basis for further research.

CONCLUSION

This study provides invaluable insights into the complex interactions between
foreign direct investment (FDI), idiosyncratic risks, sectoral GDP, economic activity, and
economic growth in ASEAN countries. Several significant findings were discovered using
structural equation modeling (SEM) analysis with 2023 ASEAN Statistical Database data.
Foreign direct investment (FDI) inflows significantly impact idiosyncratic risks in ASEAN
countries, highlighting the importance of understanding the dynamics of risks associated

with foreign investment and the need for effective risk management strategies.

The idiosyncratic risk significantly impacts sectoral GDP, economic activity, and
economic growth. Therefore, idiosyncratic risk management measures are needed to
support economic development and promote growth in different sectors. Furthermore,
our study demonstrates the direct and indirect impacts of FDI on sectoral GDP, economic
activity, and overall economic growth. By characterizing these impacts, we have better

understood how FDI shapes economic variables in the ASEAN context.
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These findings have important implications for policymakers, investors, and other
stakeholders in ASEAN countries. Policymakers should focus on attracting and retaining FDI
by implementing policies that mitigate associated risks, including improving the regulatory
framework, infrastructure, and liquidity. Understanding the risk-return dynamics of FDI
in ASEAN countries is essential for investors to make informed investment decisions.
Recognizing the impact of idiosyncratic risks on economic variables allows investors to develop
strategies to manage and mitigate these risks effectively. Furthermore, the insights from this
study can inform future research efforts by exploring the mechanisms by which FDI affects
economic development in ASEAN countries, including examining specific sectors or regions

to provide more detailed information on the drivers of FDI and their economic impacts.

Future research could examine the role of other factors, such as political stability,
institutional quality, and technological innovation, in shaping the relationship between
FDI and economic variables. Longitudinal studies on the long-term impact of FDI on
economic development in ASEAN countries can provide invaluable insights into the
sustainability of growth trajectories. Furthermore, comparative studies examining FDI
patterns and their impacts in different regions or economic blocs can provide a broader
perspective on the drivers and outcomes of foreign investment. Interdisciplinary research
integrating insights from economics, finance, political science, and other fields can provide
a comprehensive understanding of the multifaceted nature of FDI and its implications

for economic development.

REFERENCES

Aboagye, S., & Adjei Kwakwa, P (2023). The Role of International Tourism, Trade
Openness, and Renewable Energy in the Financial Development of Selected
African Countries. Research in Globalization, 7, 100170. https://doi.org/10.1016/j.
resglo.2023.100170.

Agustina, M., Astuti, H., & Susilo, J. H. (2023). Unemployment in Indonesia: An Analysis
of Economic Determinants from 2012-2021. Signifikan: Jurnal Ilmu Ekonomi, 12(1),
69-82. https://doi.org/10.15408/sjie.v12i1.29247.

Ali, M., & Asri, M. (2019). Prospect Theory : Overcome Risk Disaster in an Emerging
Market. IOP Conference Series: Earth and Environmental Science Paper, 1-10. https://
doi.org/10.1088/1755-1315/235/1/012010.

Asri, M., & Ali, M. (2019). Transparency, Ethical Disaster and Public Sector Corruption
Control in Indonesia. /OP Conference Series: Earth and Environmental Science.
https://doi.org/10.1088/1755-1315/235/1/012018.

Ayana, 1. D., Demissie, W. M., & Sore, A. G. (2024). On the Government Revenue
on Economic Growth of Sub-Saharan Africa: Does Institutional Quality Matter?
Heliyon, 10(2), €24319. https://doi.org/10.1016/j.heliyon.2024.¢24319.

Badshah, M., & Beaumont, P (2013). Computing Equilibrium Wealth Distributions in

Models with Heterogeneous-Agents, Incomplete Markets and Idiosyncratic Risk.
Computational Econonomic, 41, 171-193. https://doi.org/10.1007/s10614-011-9313-8.

http:/journal.uinjkt.ac.id/index.php/signifikan 69
https:/doi.org/10.15408/sjie.v13i1.38636


http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v13i1.38636

Signifikan: Jurnal llmu Ekonomi
Volume 13(1), 2024: 59 - 72

Caglayan, M. O., Xue, W., & Zhang, L. (2020). Global Investigation on the Country-
Level Idiosyncratic Volatility and Its Determinants. Journal of Empirical Finance,
55, 143-160. https://doi.org/10.1016/j.jempfin.2019.11.006.

Cernev, T., & Fenner, R. (2020). The Importance of Achieving Foundational Sustainable
Development Goals in Reducing Global Risk. Futures, 115, 102492. https://doi.
org/10.1016/j.futures.2019.102492.

Crescenzi, R., Di Cataldo, M., & Giua, M. (2021). FDI Inflows in Europe: Does
Investment Promotion work? Journal of International Economics, 132, 103497.
https://doi.org/10.1016/j.jinteco.2021.103497.

Dinh, T. T. H., Vo, D. H., The Vo, A., & Nguyen, T. C. (2019). Foreign Direct
Investment and Economic Growth in the Short Run and Long Run: Empirical

Evidence from Developing Countries. Journal of Risk and Financial Management,
12(4), 176. https://doi.org/10.3390/JRFM12040176.

Dogah, K. E. (2021). Effect of Trade and Economic Policy Uncertainties on Regional
Systemic Risk: Evidence from ASEAN. Economic Modelling, 104, 105625. https://
doi.org/10.1016/].ECONMOD.2021.105625.

Du, J., Yang, X., Long, D., & Xin, Y. (2024). Modeling the Influence of Natural Resources and
Social Globalization on Load Capacity Factor: New Insights from the ASEAN Countries.
Resources Policy, 91, 104816. https://doi.org/10.1016/].RESOURPOL.2024.104816.

Fajrian, M. A., Achsani, N. A., & Widyastutik, W. (2023). Foreign Direct Investment
(FDI), Abundance of Natural Resources, and Economic Growth. Signifikan: Jurnal
Ilmu Ekonomi, 12(1), 11-26. https://doi.org/10.15408/sjie.v12i1.29975.

Fengju, X., & Whubishet, A. (2024). Analysis of the Impacts of Financial Development on
Economic Growth in East Africa: How Do the Institutional Qualities Matter? Economic
Analysis and Policy, 82, 1177-1189. https://doi.org/10.1016/].EAP.2024.04.002.

Gerlach, R., Obaydin, 1., & Zurbruegg, R. (2015). The Impact of Leverage on the
Idiosyncratic Risk and Return Relationship of REITs Around the Financial Crisis.
International Review of Economics and Finance, 38, 207-219. https://doi.org/10.1016/j.
iref.2015.02.029.

Goutte, S., Péran, T., & Porcher, T. (2022). Corruption, Economy, and Governance in
Central Africa: An Analysis of Public and Regional Drivers of Corruption. Finance
Research Letters, 44, 102086. https://doi.org/10.1016/.r1.2021.102086.

Huafang, H. (2024). Efhciency in the Markets for Natural Resources as a Force for
Economic Revolution. Resources Policy, 89, 104603. https://doi.org/10.1016/].
RESOURPOL.2023.104603.

Indra, I., & Ibrahim, M. Y. (2023). Unlocking Inclusive Growth: The Impact of Shariah
Investment in Indonesia. Signifikan: Jurnal Ilmu Ekonomi, 12(2), 263-274. https://
doi.org/10.15408/sjie.v12i2.31935.

Jiao, L., Zhou, D., & Xu, R. (2024). Resource Dynamics and Economic Expansion:
Unveiling the Asymmetric Effects of Natural Resources and FDI on Economic
Growth with a Lens on Energy Efficiency. Resources Policy, 89, 104611. https://
doi.org/10.1016/].RESOURPOL.2023.104611.

70 http:/journal.uinjkt.ac.id/index.php/signifikan
https:/doi.org/10.15408/sjie.v13i1.38636


http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v13i1.38636

Marselinus Asri
Enhancing Economic Growth: An Analysis of Foreign Direct Investment

Kanbur, R., Ortiz-Juarez, E., & Sumner, A. (2024). Is the Era of Declining Global
Income Inequality Over? Structural Change and Economic Dynamics, 70, 45-55.
https://doi.org/10.1016/j.strueco.2024.01.002.

Kaulihowa, T., & Adjasi, C. (2018). FDI and Income Inequality in Africa. Oxford Development
Studies, 46(2), 250-265. https://doi.org/10.1080/13600818.2017.1381233.

Kostakis, I. (2024). An Empirical Investigation of the Nexus Among Renewable Energy,
Financial Openness, Economic Growth, and Environmental Degradation in Selected
ASEAN Economies. Journal of Environmental Management, 354, 120398. https://
doi.org/10.1016/j.jenvman.2024.120398.

Kumari, J., Mahakud, J., & Hiremath, G. S. (2017). Determinants of Idiosyncratic
Volatility: Evidence from the Indian Stock Market. Research in International Business
and Finance, 41, 172—184. https://doi.org/10.1016/j.ribaf.2017.04.022.

Liu, C., & Wang, S. (2021). Investment, Idiosyncratic Risk, and Growth Options. Journal
of Empirical Finance, 61, 118-138. https://doi.org/10.1016/j.jempfin.2021.01.004.

Morana, C. (2023). Euro Erea Inflation and a New Measure of Core Inflation. Research
in Globalization, 7, 100159. https://doi.org/10.1016/j.resglo.2023.100159

Nam, H. J., Bang, J., & Ryu, D. (2024). Nonlinear Effects of Financial Openness on
Financial Development in ASEAN. Journal of Multinational Financial Management,
73, 100846. https://doi.org/10.1016/j.mulfin.2024.100846.

Nartea, G. V., Ward, B. D., & Yao, L. J. (2011). Idiosyncratic Volatility and Cross-
Sectional Stock Returns in Southeast Asian Stock Markets. Accounting and Finance,
51(4), 1031-1054. hteps://doi.org/10.1111/j.1467-629X.2010.00384.x.

Nath, H. B., & Brooks, R. D. (2015). Assessing the Idiosyncratic Risk and Stock
Returns Relation in Heteroskedasticity Corrected Predictive Models using Quantile
Regression. International Review of Economics and Finance, 38, 94—111. https://doi.
org/10.1016/j.iref.2014.12.012.

Nugraha, Y. R. P, & Naylah, M. (2023). Indonesian Tourism Demand by ASEAN
Tourists: A Panel Data Analysis. Signifikan: Jurnal Ilmu Ekonomi, 12(1), 45-56.
https://doi.org/10.15408/sjie.v12i1.29894.

Qadan, M., & Shuval, K. (2021). Variance Risk and the Idiosyncratic Volatility Puzzle.
Finance Research Letters, 45, 102176. https://doi.org/10.1016/J.FRL.2021.102176.

Qibthiyyah, R. M., & Zen, E (2023). The Effect of Environmental Tax - Spending Mix
on Province Air Quality. Signifikan: Jurnal Ilmu Ekonomi, 12(2), 221-230. https://
doi.org/10.15408/sjie.v12i2.32395.

Quaye, E., Acquaye, A., Yamoah, F, & Ndiaye, M. (2023). FDI Interconnectedness and
Sustainable Economic Development: A Linear and Non-Linear Granger Causality
Assessment. Journal of Business Research, 164, 113981. https://doi.org/10.1016/].
JBUSRES.2023.113981.

Richter, M. A., Hagenmaier, M., Bandte, O., Parida, V., & Wincent, J. (2022). Smart
Cities, Urban Mobility, and Autonomous Vehicles: How Different Cities Need

Different Sustainable Investment Strategies. Technological Forecasting and Social
Change, 184, 121857. https://doi.org/10.1016/]. TECHFORE.2022.121857.

http:/journal.uinjkt.ac.id/index.php/signifikan 71
https:/doi.org/10.15408/sjie.v13i1.38636


http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v13i1.38636

Signifikan: Jurnal llmu Ekonomi
Volume 13(1), 2024: 59 - 72

Samargandi, N., A. Alghfais, M., & AlHuthail, H. M. (2022). Factors in Saudi FDI
Inflow. SAGE Open, 12(1). https://doi.org/10.1177/21582440211067242

Santoso, D. B., & Suman, A. (2023). Determinant of Capital Efficiency and Its Impact
on Economic Growth: Empirical Evidence in East Java. Signifikan: Jurnal Ilmu
Ekonomi, 12(1), 1-10. https://doi.org/10.15408/sjie.v12i1.29965.

Sari, M. N. Y., & Yudhistira, M. H. (2023). Urban Size and Labor Market Premium:
Evidence from Indonesia. Signifikan: Jurnal Ilmu Ekonomi, 12(1), 27-44. https://
doi.org/10.15408/sjie.v12i1.27999.

Shinwari, R., Wang, Y., Gozgor, G., & Mousavi, M. (2024). Does FDI Affect Energy
Consumption in the Belt and Road Initiative Economies? The Role of Green Technologies.
Energy Economics, 132, 107409. https://doi.org/10.1016/j.eneco.2024.107409.

Soliman, A., & Le Saout, E. (2024). The Impact of the War in Ukraine on the
Idiosyncratic Risk and the Market Risk. Finance Research Letters, 60, 104895. https://
doi.org/10.1016/].FRL.2023.104895.

Tang, C., Irfan, M., Razzaq, A., & Dagar, V. (2022). Natural Resources and Financial
Development: Role of Business Regulations in Testing the Resource-Curse Hypothesis
in ASEAN countries. Resources Policy, 76, 102612. https://doi.org/10.1016/].
RESOURPOL.2022.102612.

Tiwari, A. K., & Mutascu, M. (2011). Economic Growth and FDI in Asia: A Panel-Data
Approach. Economic Analysis and Policy, 41(2), 173—187. https://doi.org/10.1016/
S0313-5926(11)50018-9.

Triatmanto, B., Bawono, S., & Wahyuni, N. (2023). The Contribution and Influence of
Total External Debt, FDI, and HCI on Economic Growth in Indonesia, Thailand,
Vietnam, and the Philippines. Research in Globalization, 7, 100163. https://doi.
org/10.1016/J.RESGLO.2023.100163.

Ullah, S., Luo, R., Ali, K., & Irfan, M. (2023). How Does the Sectoral Composition of
FDI Induce Economic Growth in Developing Countries? The Key Role of Business
Regulations. Economic Research-Ekonomska Istrazivanja, 36(2), 2129406. https://doi.
org/10.1080/1331677X.2022.21294006.

Yulianita, A., Ramadhan, D. R., & Mukhlis. (2023). Factors Affecting Economic Growth
in Indonesia. Signifikan: Jurnal Ilmu Ekonomi, 12(2), 245-262.

Yunan, Z. Y. (2023). Does Indonesia’s High Level of Corruption Affect Its Trade Volume?
Signifikan: Jurnal Ilmu Ekonomi, 12(2), 425-440. https://doi.org/10.15408/sjie.
v12i2.35156.

Zhou, J., & Latorre, M. C. (2021). FDI in China and Global Production Networks:
Assessing the Role of and Impact on Big World Players. Journal of Policy Modeling,
43(6), 1225-1240. https://doi.org/10.1016/j.jpolmod.2021.05.001.

Zhu, H., Duan, L., Guo, Y., & Yu, K. (2016). The Effects of FDI, Economic Growth
and Energy Consumption on Carbon Emissions in ASEAN-5: Evidence from Panel
Quantile Regression. Economic Modelling, 58, 237-248. https://doi.org/10.1016/].
ECONMOD.2016.05.003.

72 http:/journal.uinjkt.ac.id/index.php/signifikan
https:/doi.org/10.15408/sjie.v13i1.38636


http://journal.uinjkt.ac.id/index.php/signifikan
https://doi.org/10.15408/sjie.v13i1.38636

