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I conducted this thesis research with a title “Foreign Direct Investment to Sustain 

Indonesia Economic Power Under President Joko Widodo from 2015-2020”, as 

the requirement for me to finish my undergraduate study in Universitas Pelita 

Harapan. This thesis research is inspired by President Joko Widodo administration 

foreign policies that shape unique state behavior in terms of Indonesia FDI 

relations. President Joko Widodo is known as the man of the people which led 

Indonesia to preserve its national interest. However, President Joko Widodo also 

encourage and endorse FDI as important aspect of Indonesia national 

development agenda.  

Therefore, this pattern of behavior led me to investigate further and try connecting 

it with economic power, as the concept is suitable for qualitative research method. 
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I took this method because the limited time that I had to formulate any 

quantitative research which also become the main challenge that I had to face. 

Nevertheless, the COVID-19 Pandemic that hampered me to acquire more data 

that I believe would support the final argument. On the other hand, another 

challenge it’s the application of neo-classical theory that is limited on state’s 

behavior on their FDI relations. However, I believe by using successive 

approximation analysis, I have concluded the argument that I hope at least to give 

the glimpse of possible effect of FDI to Indonesia economic power in the future. 

 

 

 

 

 

 

 

 

 

 

 



 

ix 
 

TABLE OF CONTENTS 

FINAL ASSIGNMENT STATEMENT AND UPLOAD AGREEMENT ..... ii 

THESIS ADVISOR APPROVAL ..................................................................... iii 

THESIS EXAMINER APPROVAL  ................................................................. iv 

ABSTRAK ........................................................................................................... v 

ABSTRAC ........................................................................................................... vi 

PREFACE ............................................................................................................ vii 

TABLE OF CONTENT ...................................................................................... ix  

TABLE OF FIGURES ........................................................................................ xii 

CHAPTER I. Introduction .................................................................................. 1 

1.1 Background .................................................................................................... 1 

1.2 Research Question ......................................................................................... 7 

1.3 Research Objectives ....................................................................................... 7 

1.4 Research Contributions ................................................................................. 7 

1.5 Structures of Writing ..................................................................................... 8 

CHAPTER II. THEORETICAL FRAMEWORK .......................................... 11 

2.1 Literature Review  ......................................................................................... 11 

2.1.1 Foreign Direct Investment......................................................................... 11 

2.1.1.1 FDI under contemporary international economic regime .................. 13  



 

x 
 

2.1.2 Foreign Direct Investment and National Interest ................................... 16 

2.1.3 FDI under Joko Widodo Administration from 2015 to 2019 ................. 20 

2.2 Theory and Concept ..................................................................................... 26 

2.2.1 Neoclassical Realism .................................................................................. 27 

2.2.1.1 Hedging  .................................................................................................... 30 

2.2.2 National Interest ......................................................................................... 32 

2.2.3 Geo-politics and Geo-economics ............................................................... 34 

CHAPTER III. Methodology ............................................................................. 37 

3.1 Research Approach ....................................................................................... 38 

3.2 Research Method  ......................................................................................... 39 

3.4 Data Analysis Techniques ............................................................................ 40 

3.5 Research Constraints .................................................................................... 42 

CHAPTER IV. Discussion .................................................................................. 43 

4.1 Current Trends of Global Political Economy ............................................ 43 

4.1.2 Declining Hegemon: U.S-China rivalry ................................................... 45 

4.1.3 The Shift on Global Power ........................................................................ 51 

4.2 Indonesia under President Joko Widodo .................................................... 54 



 

xi 
 

4.2.1 Problem from inside .................................................................................. 56 

4.3 Pro investment policy to sustain Indonesia economy power ..................... 61 

4.3.1 FDI spill-over effect to Indonesia economy power .................................. 68 

4.4 Indonesia soft hedging: FDI relation with China ....................................... 74 

CHAPTER V. Conclusion .................................................................................. 81 

BIBLIOGRAHPY  ......................................................................................... 84 

 

 

 

 

 

 

 

 

 

 

 



 

xii 
 

 

 

 

 

TABLE OF FIGURES 

Figure 2.1 Neoclassical Realism Type III ......................................................... 30 

Figure 4.1 China Outward Foreign Direct Investment in SEA region .......... 47 

Figure 4.2 Indonesia Labor Productivity Growth ........................................... 72 

Figure 4.3 Indonesia Global Competitiveness Index ....................................... 73 

 


