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ABSTRACT 

 

Indonesia as a developing country in Southeast Asia based their economic 

growth on non-oil industry sector. The industrial sector contributed the most to 

the GDP of Indonesia. The industrial sector contribution for export in 2015 is 

amounted to US $ 106.63 billion and accounted for 70,97 % of total national 

exports amounted to US $ 150.25 billion (Ministry of Industry, 2015) 

 Indonesia’s non-oil industry subsector export pillar is textile industry and 

textile products (TPT) which is also leading industrial motor for Indonesia. 

Indonesian textile export value is contributed from several sectors such as apparel 

exports (60,86%), fiber and yarn (36,03%), and fabrics (3,10%). In 2013, the 

largest export destination is United States reaching 32,29% of the total Indonesian 

textile exports to the world. Meanwhile, Japan and Turkey rank second and third 

by 9,33% and 4,92%. Consecutively, followed by Germany and South Korea 

(Ministry of Trade, 2014). 

 This research purpose is to determine the effect of Foreign Direct 

Investment (FDI) particular on Indonesia manufacture sector, Gross Domestic 

Product (GDP) per capita United States, exchange rate and dummy quota to 

Indonesian textile export performance to United States. Descriptive quantitative 

method by using regression Ordinary Least Square (OLS) was used to analyze the 

influence of independent variables to dependent variable. Data used in this 

research is secondary data 1984-2014. Result of the research showed that 

variables GDP per capita United States and Dummy Quota did influence 

significantly positive to the Indonesian apparel export performance to United 

States, while variable FDI particular manufacture sector and exchange rate did not 

influence the Indonesian apparel export performance to United States.   

Keywords: Total export apparel performance, FDI, GDP, exchange rate, 

dummy quota 
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ABSTRAK 

 

Indonesia sebagai negara berkembang di Asia Tenggara pertumbuhan 

ekonominya bersandar pada sektor industri non-migas. Sektor industri 

berkontribusi paling banyak terhadap Produk Domestik Bruto Indonesia. Sektor 

industri berkontribusi pada ekspor di tahun 2015 dengan nilai sebesar US $ 

106.63 Miliar dan mengambil bagian sebesar 70,97% dari total ekspor nasional 

dengan nilai US $ 150.25 Miliar (Kementerian Perindustrian, 2015). 

Pilar ekspor industri non-migas Indonesia adalah subsektor industri tekstil 

dan produk tekstil (TPT) yang juga industri motor penggerak bagi Indonesia. Nilai 

ekspor industri tekstil dikontribusi dari beberapa sektor yaitu sektor pakaian jadi 

(60,86%), serat dan benang (36,03%), dan kain (3,10%). Di tahun 2013, destinasi 

ekspor terbesar adalah Amerika Serikat dengan nilai 32,29% dari total ekspor 

tekstil Indonesia ke seluruh dunia. Sementara itu, Jepang dan Turki berada di 

peringkat kedua dan ketiga dengan persentase 9,33% dan 4,92%. Kemudian, 

diikuti dengan Jerman dan Korea Selatan (Kementerian Perdagangan, 2014). 

Tujuan penelitian ini adalah untuk menentukan pengaruh dari Penanaman 

Modal Asing (PMA) khususnya sektor manufaktur Indonesia, Produk Domestik 

Bruto (PDB) per kapita Amerika Serikat, nilai tukar, dan kuota dummy untuk 

performa ekspor tekstil Indonesia ke Amerika Serikat. Metode kuantitatif 

deksriptif dengan menggunakan regresi Ordinary Least Square (OLS) digunakan 

untuk menganalisa pengaruh dari variabel independen terhadap variabel 

dependen. Data yang digunakan adalah data sekunder tahun 1984-2014. Hasil 

penelitian yang menunjukkan bahwa variabel Produk Domestik Bruto per kapita 

Amerika Serikat dan kuota dummy secara signifikan berpengaruh positif terhadap 

performa ekspor pakaian jadi Indonesiake Amerika Serikat, sedangkan variabel 

Penanaman Modal Asing khususnya sektor manufaktur dan nilai tukar tidak 

berpengaruh pada ekspor pakaian jadi Indonesia ke Amerika Serikat. 

Kata kunci : Performa total ekspor pakaian jadi, penanaman modal asing, 

produk domestik bruto, nilai tukar, dan dummy kuota. 
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CHAPTER I 

INTRODUCTION 

1.1 Background of the study 

The implementation of liberal trade system has given a massive effect to 

every country in the world. Globalization has opened a new way for countries to 

participate the world trade. The economic activity in one country is said to be 

running well if it receives higher profit from its free trade activities with other 

countries (Tambunan, 2000). World trade’s existence of any country comes from 

two main reasons; factor influences the demand and influences the supply 

(Nopirin, 2009:3). 

The increasing export and import activities indicate that a country or a 

region is active and joins the global economy. Economic factors influencing 

export and import are; first, consumer’s preference for goods produced inside and 

outside of a country; second, price of goods inside and outside of a country; third, 

the exchange rates, which determines the total domestic currency and is needed to 

purchase foreign currency; fourth, income of consumers in both the inside and the 

outside of a country; fifth, cost for carrying goods from a country to another 

country, and Sixth, governmental policy regarding the world trade (Mankiw, 

2006:31). 

Export performance itself according to UNCTAD (2005) is the result of 

the production of goods or services which have various combinations of elements 

that make up the environment in the production and export of products access to 

international markets. 



Indonesia as a developing country in Southeast Asia based their economic 

growth on non-oil industry sector. The industrial sector contributed the most to 

the GDP of Indonesia. The industrial sector contribution for export in 2015 is 

amounted to US $ 106.63 billion and accounted for 70.97% of total national 

exports amounted to US $ 150.25 billion (Ministry of Industry, 2015).  

Indonesia's non-oil industry subsector export pillar is textile industry and 

textile products (TPT) which is also leading industrial motor for Indonesia. The 

Indonesian textile industry contribution is in the form of an increase in the export 

of foreign exchange, employment, and its’ strategic role in the industrialization 

process (Yeriesca and Kuncoro, 2014).  

Indonesian textile export value is contributed from several sectors such as 

apparel exports (60.86%), fiber and yarn (36.03%), and fabrics (3.10%). In 2013, 

the largest export destination is the United States reaching 32.29% of the total 

Indonesian textile exports to the world. Meanwhile, Japan and Turkey rank 

second and third by 9.33% and 4.92% consecutively, followed by Germany and 

South Korea (Ministry of Trade, 2014). 

The following is the development of Indonesian apparel exports to the United 

States from 1984 to 2014: 

 

 

 

 

 



Figure 1.1 Chart Volume Indonesian apparel exports to some 

destinations (Net weight: thousand tons) in the period of 1984 to 2014 

 

Source: BPS 

From the figure 1.1 above, it can be seen that Indonesia apparel exports 

value to the United States in 1984 was 18.880 tons, then in 1996 increased by 

80.002 tons and reached the highest value in 2014 at 226.879 tons. In the second 

position, was occupied by Japan at 61.3 tons, which increased gradually to 6452.7 

tons in 1990. However, the number declined in 2008 at 9428.6 tons due to the 

impact of the world economic crisis of the previous import value in 2002 at 

11345.8 tons. 

The history of the textile industry and textile products Indonesia started 

since the early 1980s. It stems from falling oil prices as well as national debt 

piling up, making Indonesia establish major changes and structural. The structural 

changes that has been conducted by the government in order to increasing the 

promotion of exports, liberalizing the financial sector, tax reforms, liberalize 

imports, and reduce control and increase incentives for foreign direct investment 

(FDI) (Osada, 1994). 
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According to UU No. 5 2007 about Foreign Direct Investment (FDI) is an 

investing activity to do business in the region of the Republic of Indonesia, made 

by a foreign investor, either using foreign capital or entirely joined by domestic 

investors. Yeriesca and Kuncoro (2014) states that the flow of FDI into Indonesia 

in line with the development of the textile industry and textile products, which 

began in the 1980s then continues to the Asian economic crisis in 1997-1998. The 

presence of FDI in a country through MNC believed to bring spillover effects that 

can affect the export performance of local companies. 

Figure 1.2 : Realization of FDI on Manufacture Sector tahun 1990-

2000 (US $) 

 

Source : Central Bureau of Statistic 

Based on Table 1.2 show that the development of the value of FDI in 

Indonesia's manufacturing sector experienced a significant increase of 1993 

amounted to US $ 3,422.800 to US $ 26,892.100 in 1995. The significant increase 

was due to a conducive investment climate reforms by the Government then, 

made manufacturing exports jumped sharply, from 24 percent of total exports in 

1985, amounted to 65-66 percent in 1993-1996 (Ramstetter and Takii 2006 in 

Yeriesca and Kuncoro, 2014). 
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Besides FDI to the manufacturing sector, other variables also affect the 

total apparel exports Indonesia is GDP per capita of the United States. If GDP per 

capita of the community increases, the consumption society in a commodity goods 

will increase. GDP per capita United States in growth conditions can be seen in 

figure 1.3 

Figure 1.3 : GDP per capita value of United States based on year 2005-2010 

(US $) 

  

From figure 1.3 can be explained that the average rate of GDP per capita 

US from 2005 to 2010 by 47%. The highest level of GDP per capita in the United 

States in 2008 amounted to 0.0444% and in 2010 amounted to 0.443%. A decline 

in value of US per capita GDP in 2008 heading into 2009 due to the economic 

crisis caused by bad loans in the US subprime mortgage. 

In addition, other factors that affect the performance of apparel exports 

Indonesia is the exchange rate. The lower the rate, the price of domestic goods are 

relatively cheaper than the price of foreign goods, so the larger net exports. A 

description of the Rupiah against the US Dollar can be seen in figure 1.4 
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Figure 1.4: The rupiah exchange rate against the US dollar in 2001-2010 

 

Source : Central Bureau of Statistic 

From table 1.4 it can be seen that the rupiah exchange rate against the 

Dollar in 2001 and 2008 reached Rp10.435 / US $ and Rp10,950 / US $. An 

increase in the exchange rate due to the exchange rate depreciation of Rupiah in 

2008 as a result of Indonesia affected by the USA subprime mortgage crisis. Then 

there was a rise in the exchange rate in 2012 to 2013 from the numbers Rp12.189 

/ US $ to Rp12.440 / US $. 

In 1984, the United States raised the demand value of apparel imports 

doubled, compared to 1975 the value of apparel imports are sold at 12%. This is 

because retail merchants (retailers) United States are competed to raise the value 

of imports due to consumer demand requesting apparel with better quality. 

(AAMA, 1984 in Gereffi, 2001). 

Rising demand value of apparel imports from the United States is a great 

opportunity for Indonesia to gain massive foreign exchange. According to 

Ministry of Finance report (1984) stated that there was an increase in the value of 

exports of some Indonesia commodities for whole commodities raised from April 

to August 1982 with the value of US $ 578.5 million to US $ 730.8 million in the 

same period in 1983. The increase in export value also occurs in the value of 

exports of foodstuffs, goods outside the tin mines and crafts including apparel. In 
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the period from April to August 1982 the value of exports of foodstuffs increased 

from US $ 282 million, and then in the same period in 1983 increased by US $ 

30.9 million. The value of apparel exports have showed their existence by 

becoming one of the sub-sectors that contribute contribution in the category of 

other commodities to the value of exports rose from US $ 299.8 million in the 

period April-August 1982 to US $ 428.2 million in the same period in 1983. 

Behind textile exports continue began to rise in the 1980s, international 

trade in textiles and textile products also have several barriers. One of these 

obstacles is the adoption of a quota. According to Trela and Whalley (1990) stated 

that the application of the import quota was carried out by three developed 

countries, namely the United States, Canada, and the European Community, since 

1974 with a series of international agreements between countries of exporters and 

importers, known as multi-Fibre Arrangements (MFA). This agreement resulted 

in a series of bilateral quotas discrimination policy that prohibits the export of 

developing countries with low production costs to developed countries. These 

quotas restrict trade by limiting imports, and also change the pattern of trade far as 

bilateral policies of developed countries. 

The development of textile exports from 1984 to 1994 when the MFA 

textile quota when first applied. This can be seen in the figure 1.5 as follows: 

 

 

 

 



Figure 1.5 : Indonesia’s Apparel Value Export During the Quota 1984-2004 

in US Dollar 

 

 

 Source : Central Bureau of Statistic 

 Based on the figure 1.5 show that the development of the Indonesian 

apparel exports to the US since 1984 to 1994. There was a significant rise from 

1988 of US $ 409,550.600 to US $ 662,819.900 in 1990. Then, in 1991 drastically 

reduced the value of apparel exports amounted to US $ 556,983.400. This is 

caused by the Gulf’s War-Kuwait invasion by Iraq which erupted in 1991 

resulting recession in US partly reasoned by the spike in the price of oil. Collier 

(1999) found that civil wars result in a decline in a real GDP per capita since wars 

lead to a direct output reduction and a gradual loss of capital and dissaving. This 

is in line with the demand for Indonesia apparel exports, which declined from 

1990 to 1991 with a value of US $ 619,599 to US $ 556,983. 

Then, in 1995 the World Trade Organization (WTO) agreed to abolishing 

the MFA quota agreement gradual steps and replaced it with the Agreement on 

Textiles and Clothing (ATC). ATC enacted in early 1995 with the elimination of 

quantitative restrictions quotas gradually starting in 1995, 1998, 2002 and 2005, in 

which the entire quota was abolished (Evans and Harrigan, 2005). 
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The development of the value of Indonesian garment exports to the US after 

textile quotas were abolished in 2005 can be seen in figure 1.6 

Figure 1.6: Indonesian apparel exports to the US after textile quotas removed 

in early 2005 (US $) 

  

Source : Bureau of Statistic 

Based on the figure 1.6, after the quota was abolished in 2005, the value of 

apparel exports Indonesia as a whole experienced a downward trend from 2011-

2014. The lowest value apparel exports after quotas are abolished in 2005 with a 

value of US $ 2,761,689. Then, the value of exports continued to decline in a row 

starting in 2011 with an export value of US $ 4,342,369 and then dropped 

progressively in 2012 of US $ 3,872,148, US $ 3,887,406,800 in 2013, and US $ 

3,758,453 in 2014. API (2004 and 2006) conducted a study on the impact after the 

ATC and shows the challenges and opportunities for the Textile and Garment 

industry with domestic issues involving the policy side and infrastructure 

constraints.      

Based on the various problems mentioned above, the author wants to study 

the factors that affect the performance of Indonesian apparel exports to the United 

States in 1984-2014. The time duration studied is 31 years from 1984 to 2014. 

Therefore, the researcher’s study title is FACTORS AFFECTING 
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INDONESIAN TEXTILE EXPORTS PERFORMANCE TO THE UNITED 

STATES Case study on Apparel Industry (period 1984-2014). 

Factors that affecting total exports are important indicators in analyzing 

the Indonesian apparel export performance. Based on Sharma (2003), Khairunnisa 

(2009), Lubis (2013), Pramana&Meydianawathi (2013), Sonaglio, C.M., et al., 

(2016) researches, the important indicators in international trade are GDP (Gross 

Domestic Product), FDI (Foreign Direct Investment), exchange rate, and quota. 

In this study, the data that is used in this research is time series data. 

Quantitative estimates, based on OLS (Ordinary Least Square) with the classic 

assumption and estimated using E-views 9 program, where total export of apparel 

as the dependent variable. The independent variables are Gross Domestic Product 

(GDP), Foreign Direct Investment particularly on manufacture sector (FDI), 

exchange rate (ER). Because using the multiple linear regression, the reason to 

make the total export of apparel as the dependent variable because the total export 

of apparel illustrates the flow export performance on Indonesian apparel to United 

States.   

1.2 Problems of the study 

From the description, the formulation of the problem to be studied in this 

research is: 

 How does foreign direct investment (FDI) – particularly on manufacturing 

sector – gross domestic product (GDP), and exchange rate significantly 

affect the performance of Indonesian textile exports? 

 

 



1.3 Objective of the study 

a. To determine the effect of FDI especially to manufacture sector on the 

export performance of apparel manufacturing company in Indonesia. 

b. To determine the influence of US GDP on the export performance of 

apparel manufacturing company in Indonesia. 

c. To determine the effect of the exchange rate on the export performance of 

apparel manufacturing company in Indonesia. 

1.4 Significance of the study 

The author hopes that this research will benefits all parties in terms of: 

a. The finding of the study is expected to be used as an additional study 

materials and science for students of Faculty of Economics, especially 

Department of Economic Development who want to do further 

research. 

b. For pactitioners,  

- The finding of the study is expected to be used as inputs to 

Indonesian economy policy makers. 

- The findings of the study is expected to be used as a basis for 

consideration by exporters of apparel. 

c. For academics,  

- The findings of the study is expected to be used as a basis for 

consideration for future research studies. 

- To fulfilment of the requirements for the degree of Bachelor of 

Economics and Business. 



CHAPTER II 

REVIEW OF RELATED LITERATURE 

2.1 Theory of International Trade 

 International trade theory begins with the theory of absolute advantage or 

absolute superiority initiated by Adam Smith. If a country is more efficient (or has 

an absolute advantage) than any other countries in producing a similar commodity 

but less efficient (or in an absolute loss) compared to other countries in producing 

other commodities, both countries can gain advantage by specializing on the 

production of a commodity which has the absolute advantage, and they can 

exchange goods-producing commodities that do not provide absolute advantage 

with other countries that produce goods in a more efficient way. With this 

process, the resources are used in the most efficient way, and the output of both 

commodities will increase. Furthermore, the increase in the production of both 

commodities specialized in different countries will increase the likelihood of both 

countries to sell goods through trade. 

Furthermore, David Ricardo (1817) proposed Comparative Advantage 

theory. He based his thought on the fact that although a country is less efficient (in 

an absolute loss) compared to other countries in producing some products, it is 

possible for the countries to carry out mutually beneficial trade. This can be 

achieved if a country is specialized in producing and exporting products that have 

the smallest inefficiency (the absolute losses are small) and importing products 

that have the greatest inefficiency. 

A country will specialize in the export of goods in which it has a 

comparative disadvantage. It emphasizes that a country will export goods that can 



be produced with lower production costs and import goods that make it require a 

large fee, or it can be said that international trade is based on relative efficiency. 

The Neo-Classical Theory of Heckscher-Ohlin (1933), or the so-called H-

O theory, is a theory of influence in pure trade theory. This theory explains that a 

country will export intensively goods that have abundant production factors. 

Heckscher-Ohlin argued that the difference in production factors led a country to 

do international trade. Differences in opportunity cost of a product between one 

country to another can occur because of differences in the number or proportion of 

the production factors (endowment factors) owned by each country. International 

trade occurs because of these differences. Countries that spend more production 

factors and cost in producing goods will do specialization its production and 

export, and, instead, each country will import certain goods if the country has a 

relatively scarce production factor that makes it expensive to produce (Salvatore, 

1997). 

After the emergence of international trade theory of Heckscher-Ohlin is 

well known, there is a development of a new theory, called The Linder Theory, by 

a Swedish economist named Staffan Linder Burenstam in 1961. The theory 

considers the composition of international trade on the demand side and only 

emphasizes on manufactured goods. While the approach of H-O is based on the 

supply side, it focuses on the ownership of production factors. Linder stated that 

consumers’ preference is formed by their per capita income levels. Higher level of 

per capita income will increase the demand of high-quality products.  Therefore, 

the level of a country’s per capita income will determine the pattern of specific 

preference. Patterns of consumer’s preference will generate demand for a 



particular type of product. An important implication of Linder's theory is that 

international trade in manufactured products will increase the trading intensity 

among countries that do not have similar levels of per capita income (Appleyard 

et al., 1998). 

Intra-Industry Trade (IIT) is increasingly important in the international 

trade of new industrialized countries, even within the regional trade, as a 

consequence of some changes, such as the growth and diversification of output in 

the manufacturing sector, technological change, and reduced protection in 

countries. Factors that lead to the increasingly important product differentiation in 

international trade are the scale of economy, the abundance of production factors 

in a country, the usage intensity of labor with high skill, and technological 

differences. 

The next theory is pioneered by Romer (1986) and Lucas (1988), known 

as the endogenous growth theory, which is described by presenting an analytical 

review of the relationship between international trade and economic development 

and growth in the long term. Specifically, this theory stated that the reduction of 

barriers in various forms, both tariff and non-tariff, will accelerate economic 

growth and development of a country in the long run. This is made possible by the 

following mechanisms: 

1. The reduction or elimination of trade barriers will increase more open trade and 

facilitate the flow of goods and services to allow the absorption of new 

technologies. 

2. The benefits of research and development will flow to developing countries. 



3. Stimulating the scale of production economies that can increase profits and 

investment. 

4. More efficient resource allocation on production factors in various sectors. 

5. Increasing specialization will improve efficiency. 

Krugman (2003) argued that the assumption of the theory is imagined as 

an economy that can produce two goods, i.e. manufactures and food. Instead of 

one production factor, the country has three; they are labor (L), capital (K), and 

land (T for terrain). Manufactures are produced using capital and labor (but not 

land), while food is produced using land and labor (but not capital). Labor is 

therefore a mobile factor that can be used in either sector, while land and capital 

are both specific factors that can be used only in the production of one product. 

How many of each good does the economy produce? The economy's output of 

manufactures depends on how much capital and labor are used in that sector. This 

relationship is summarized by a production function that tells us the quantity of 

manufactures that can be produced given any input of capital and labor. The 

production function for manufactures can be summarized algebraically as: 

  QM = QM (K, LM) 

Where QM is the economy's output of manufactures, K is the economy's 

capital stock, and LM is the labor force employed in manufactures. The specific 

factor model assumes that each of the specific factors of capital and land can be 

used in only one sector, manufactures or food, respectively. Only labor can be 

used in both sectors. Thus, to analyze the economy's production possibilities, it is 

important to know the economy's mix of output changes as labor is shifted from 

one sector to the other. 



Then, there is the standard trade model. The standard trade model is built 

on four key relationships: (1) the relationship between the production possibility 

frontier and the relative supply curve; (2) the relationship between relative prices 

and relative demand; (3) the determination of world equilibrium by world relative 

supply and world relative demand; and (4) the effect of the terms of trade—the 

price of a country's exports divided by the price of its imports—on a nation's 

welfare. The standard trade model derives a world relative supply curve from 

production possibilities and a world relative demand curve from preferences. The 

price of exports relative to imports, a country's terms of trade, is determined by 

the intersection of the world relative supply and demand curves. Other things 

equal, a rise in a country's terms of trade increases its welfare. Conversely, a 

decline in a country's terms of trade will leave the country worse off. 

Based on the existing theory of international trade, the main motivation for 

(international) trade is to get the gains from trade, increase revenue, and decrease 

costs. 

2.2 Demand and Supply Theory related to International Trade 

Theoretically export of goods is influenced by a supply (supply) and 

demand (demand). In international trade theory states that factors affecting 

exports can be seen from the demand side and the side deals (Krugman and 

Obstfeld, 2000) translated (Basri, 2004). From the demand side, exports are 

affected by export prices, the real exchange rate, world income and devaluation 

policy. While the supply side, exports are affected by export prices, domestic 

prices, the real exchange rate, production capacity that could be proxied through 

investment, imports of raw materials, and the deregulation policy. 



According Sukirno (2003), there are several factors that affecting the 

amount demand, namely: 

a. The price of the goods themselves. 

b. The price of other goods which are closely related to the goods. 

c. Household income and the average income of the community 

d. Pattern income distribution in society. 

e. The taste of the public. 

f. The number of residents. 

g. Forecasts of the situation in the future. 

In the simplest analysis of demand, can be described a curve (Curve) 

which includes the relationship between the price of an item with a quantity 

requested. 

Figure 2.1 Demand Curve 

  

As Figure 2.1 can be explained, if the price of goods at P0 then the amount 

requested is Q0. The change in price by P0P1 resulting in changes in demand for 

Q0Q1. And vice versa, change prices by P0P2 result in changes in demand for 

Q0Q2. The nature of the demand curve is a curve having direction (slope) is 

negative. That is, increasing the price of goods, the quantity of goods demanded 



will decline. And vice versa if the price of goods falls, the amount requested will 

decreases.  

There are four most dominant thing that caused the changes demand, namely: 

a. The level of per capita income (per capita income) communities. more and 

more the amount of revenue has always meant the growing demand. If it happens 

people's incomes rise, the demand curve will shift to the right. However, when a 

decline in public revenues, then the curve demand will shift to the left. 

b. Flavor or taste (taste) of consumers against the goods. Flavor or taste society in 

general will change from time to time. Taste describe a variety of cultural 

influences and history. Taste may reflect true physiological and psychological 

needs, tastes may include addiction happens artificially and tastes possible also 

contains a strong element of tradition or religion. 

c. The price of other goods related (prices of related goods), especially items 

complementary (complementary goods) and substitutes (substitution goods). The 

increase in prices of goods substitution will shift the demand curve to the right, 

and substitution goods price reduction would shift the demand curve to the left. 

While the rise in prices of complementary goods would shift the curve requests to 

the left and the decline in prices of complementary goods will shift the demand 

curve to the right. 

d. Expectations or estimates of consumers (consumer expectation) to the price of 

goods concerned. The demand of goods changes in the same direction as the 

society's expectations related the price of the goods concerned. That means a 

consumer expectation the price of goods in the future, ie, whether the price will 

rise, fall or remain. That estimate was crucial. If consumers think that the price of 



goods will rise next month then before the price of the goods actually rises, the 

demand curve will shift to right. Conversely, if consumers think that prices will 

fall next month, the demand curve shifts to the left. 

In contrast to the request (demand), on the supply side (supply) of the 

seller has the attitude opposite of the attitude of buyers.  The tendency will offer 

more goods if the price is high and reduce the amount of the price offered when 

prices increase low. With regard to other things fixed (ceteris paribus), the amount 

of goods offered positive correlation with the price of goods. In summary the 

supply curve can be described as in Figure 2.2 below this: 

Figur 2.2 Supply Curve 

 

Figure 2.2 can be explained based on the relationship the amount of goods 

or commodities offered in the market at various price levels, which represented by 

the SS curve. The nature of the supply curve is have a direction curve (slope) 

positive. That is, increasing the price of goods or commodities, the number of 

goods or commodities offered in the market will increase as well. So, otherwise if 

the price of goods or commodities it down, then the amount of goods or 

commodities offered in the market will decline. Suppose the initial conditions the 

price of goods or commodities in H0 and the amount offered is Q0. If the price up 



from H0 to H1, then the amount of goods or commodities offered will be 

increases from Q0 to Q1. Similarly, if the price down from H0 to H2, the number 

of offered will decrease from Q0 to Q2. 

Confiction of classical economists that the supply will always creating 

demand can be clearly seen from the view of Jean Baptiste Say (Sukirno, 2003), 

an economist at the French classic. He said: ―Demand creates its own self 

demand‖ or ―Supply creates its own demand‖.  

In his opinion, in every economic matters is rarely a problem excess 

production. The problem of excess production, if it happens, is a temporary 

problem. The market mechanism will make adjustments so that ultimately the 

amount of production will go down in sectors experiencing excess production and 

will go up in sectors where demand upwards their production is very exaggerated. 

Based on the views like this classical economists believed that in an economy 

often once materialized state in which the total number of deals goods in the 

economy (aggregate supply) on the use of the full power will always offset by the 

overall demand for these goods (demand aggregate) which is equal. 

2.3. The Correlations of Independent Variable and Dependent Variable 

2.3.1. Correlation of GDP with Total Exports 

 Gross Domestic Product (GDP) is a method for calculating nationa 

income. GDP is defined as the total value of all goods and services produced in 

the region within a specified period (usually a year). International trade is one 

factor to increase the GDP of a country. According to Rivera (1994), GDP is 

considered as the final value of production of goods and services from residents of 

a country in a given period included into the variation of expenditure categories. 



GDP is the calculation used by countries as the primary measure of 

national economic activity. GDP measures the market value of final goods and 

services produced by the resources within a country in a given period, usually one 

year. GDP can also be used to study the economy from time to time or to compare 

several economies at a time (McEachern, 2000 inside Bethania, 2015). 

 The component to measure of GDP (Y) are: Y = C + I + G + NX 

(Gregory, 2011). Where: C represents Consumption (all household purchases of 

goods and services). I represent Investment (all purchases by businesses of 

buildings, machinery and tools, plus purchases of new housing, plus the market 

value of changes in inventory). It is the last part of this measure that changes the 

measure of expenditure into a measure of production. If inventories increase 

during a particular period, then production is more than sales during that period—

the increase in inventory is then added to the expenditures to show production. If 

inventories decrease during a particular period, then sales are greater than 

production — the reduction in inventory is then subtracted from expenditure to 

show current production. G represents all purchases of goods and services by 

local, state and federal governments. This includes the "purchase" of the services 

of all government employees (including the military), but it does not include 

transfer payments like Social Security benefits. Transfer payments are not 

included because they do not represent income from current production. NX 

represents Net Export. This amount represents the money value of domestically 

produced goods that are sold minus the purchase of goods and services produced 

in other countries (i.e., imports). If imports increase, but all other parts of the GDP 



remain the same, the GDP will not change, because the imports are first included 

in the calculation of C + I + G, and then they are subtracted out. 

 The size of a country's economy can be seen from the potential ability of 

those countries to realize trade internationally, the ability of two countries to sell 

or buy products from each other. The larger size of the economy, the greater the 

ability of the country to undertake the production of goods. Production of large 

items can increase trade flows by way of exporting domestic products. 

Nevertheless, the larger size of the economy of a country, the greater the ability of 

the country to increase the demand for goods by importing from other countries is. 

 GDP in real terms indicates the size of the economy of a country. GDP is 

estimated to have a positive relationship with total exports. High levels of national 

income can increase the level of exports from the country in international trade. 

Increasing of GDP in importer countries also affect the demand of exports to 

exporter countries. 

2.3.2. Correlation of FDI (Foreign Direct Investment) with Total Exports 

 The relation between FDI and export can be explained through the concept 

of Export-Platform Direct Investment, where the majority output of foreign 

subsidiary company (MNCs) will be sold out to the third party (third-market), not 

the host country, in spite, will be exported back to home-country. It is because, 

high-cost country will tend to invest their capital or build excursion in low-cost 

country and sell it back to the high-cost country (third-market) hoping obtain high 

profit excursion (Markusen et al, 2003 in Yeriesca and Kuncoro, 2014). 

Aw and Batra (1998), in Yeriesca and Kuncoro (2014), argued that the 

existence of Foreign Direct Investment or FDI is one kind of manifestation of 



globalization. By establishing FDI in a country, it will invite some multinational 

companies (MNCs), which can increase the productivity of domestic corporations 

through its superior knowledge. The level of company’s productivity can be seen 

from the increase on production efficiency, so company can take a chance to 

increase its productivity which is higher than a company’s ability to expand to 

export market. 

 World Bank (1993) in Sharma Kishor (2000), stated that export promotion 

is one of FDI’s role in developing countries which still brings a controversy and 

depends crucially on the motive for such investment. If the motive behind FDI is 

to capture domestic market (tariff-jumping type investment), it may not contribute 

to export growth. On the other hand, if the motive is to tap export markets by 

taking advantage of the country’s comparative advantage, then FDI may 

contribute to export growth. Thus, whether or not FDI contributes to export 

growth, it depends on the nature of the policy regime. By now, it is well known 

that an outward-oriented regime encourages export-oriented FDI, while an 

inward-oriented policy regime attracts FDI mainly to capture domestic rather than 

export markets.   

 From previous study, there is a positive correlation between FDI and 

export as stated by Ramstetter, and Takii’s (2006) who concluded that there is a 

positive relation between foreign ownership share and the inclination of export 

activities in Indonesian manufacturing industry and that when a company 

possesses a foreign ownership share (MNCs), the level of export will be higher 

than that of the domestic company. Besides, bigger foreign ownership share will 

make, foreign ownership inside a company tends to increase its export.    



2.3.3. Correlation of Exchange Rates with Total Exports 

      International payment requires exchange from the currency of one 

country to another country which is called as exchange rate process. Exchange 

rate is a price where an inhabitant of two countries are doing a trade. (Mankiw, 

2000).  

Lipsey (1995) argued that the export is the total sales of goods that can be 

produced by a country, then traded with the aim of increasing the country's 

foreign exchange. A country will be able to export the goods it produces to other 

countries which cannot be produced by the importing country. 

The exchange rate (exchange rate) is the rate agreed between the two 

countries to conduct trading activities. The exchange rate is divided into two 

types, i.e. the nominal exchange rate and the real exchange rate. The nominal 

exchange rate is the relative price of currencies of two countries, while the real 

exchange rate is the relative price of goods between the two countries. The 

relationship between the nominal exchange rate and the real exchange rate is as 

follows: 

 

€ = the real exchange rate 

e = nominal exchange rate 

P = domestic price level 

P * = foreign price level 

Mankiw (2003) states that the relationship between real exchange rate and 

net exports are as follows: 



 

The equation states that the net exports is a function of the real exchange 

rate. The lower the rate, the price of domestic goods are relatively cheaper than 

the price of foreign goods, so the greater our net exports. 

Figure 2.3 Net export curve related with the real exchange rate 

 

Net export curve relationship with the real exchange rate 

2.3.4 Correlation of Dummy Quota on Apparel total exports 

 Since the 1960s, protectionism and discrimination are part of a policy 

implemented to protect one industry developed countries for trade of textiles and 

textile products. In 1961, starting with the establishment of Short Term 

Agreement (STA), followed by Long Term Agreemnet (LTA) in the year 1963-

1973. The agreement regulates the trade of cotton for clothing (Khairunnisa, 

2009).  

 Martin (2007) states that in 1974 there were 40 countries that joined the 

Multifibre Arrangement (MFA), which replaces the LTA agreement according to 

international trade in cotton textiles concluded under the GATT 1962. The 

purpose of the establishment of the MFA was to protect the economic situation 

related to domestic production of clothing and textile manufacturing industry on 



developed countries like the United States and less developing countries would be 

difficult to negotiate in the end of the MFA. As a result, in the the agreement there 

were four times renegotiation over the next 20 years, continuing the history of 

trade restrictions on clothing and textiles. 

 Trade restrictions for apparel and textile products is done by the MFA 

quotas. Countries had been applied quotas are the United States, EU, and Canada. 

The application of quotas were occured unilaterally and very dependent on 

importing countries so it can be said that the application of these quotas 

hampering the trade of developing countries as a manufacturer and exporter of 

textile. Although MFA little hamper, they provide access to gain market share at a 

favorable price, so that developing countries such as Indonesia is able to enter the 

market and obtain favorable prices in developed markets like the United States.  

 MFA expires at the end of 1994, and was later replaced by the Agreement 

Textile and Clothing (ATC). ATC was formed with the aim of liberating the 

textile trade in full within 10 years gradually since 1995-2005 until all TPT now 

fully integrated into the WTO system and eventually ending the quota system 

where the importing country can no longer discriminate against exporters. 

2.4 Previous Studies 

 Oktora (2009) conducted a study to describe the development of 

Indonesian textile export demand and analyzes the factors that influence the 

demand for Indonesian textile exports. This study uses secondary data years 1993-

2007 estimation method is ordinary least square regression. The variables used is 

the exchange rate, GDP per capita in Europe, the price of Indonesian textile 

exports, the export price of India (competitors), as well as crisis and dummy 



dummy quota. The results showed that the alpha 5 percent of GDP per capita in 

Europe, the exchange rate, the price of Indian exports significantly positive effect 

on demand for Indonesian textile exports, while the price of Indonesian textile 

exports negative effect. The economic crisis of 1997 and the abolition of export 

quotas in 2005 had no significant effect on the level of 5 per cent of the demand 

for Indonesian textile exports.  

 In 2014, Yeriesca and Kuncoro examined the impact of FDI on the 

performance of exports in the Indonesian apparel industry in the years 2002-2006. 

Using Probit and Tobit models estimation, this study found that FDI is present in 

multinational companies apparel manufacturers, increase the tendency of domestic 

companies to enter the market and improve the export trend. FDI spillover effects 

increase competition for the company to compete exports by raising the value 

added in their production. 

Khairunnisa (2009), analyze using multiple regression analysis models and 

equations in the model estimated by OLS (Ordinary Least Square). The results 

showed that the demand for textile exports kinds of men's shirts are influenced by 

the real US GDP, dummy quotas and the global crisis in a positive way. The 

variables that negatively affect demand for exports is the export prices and the real 

exchange rate. 

Sonaglio, C.M., et al., (2016) made a research on the evaluation of the 

effects of changes in monetary and exchange rate policy in the composition of 

total exports in the export performance of the Brazilian economy that uses 

structuralist models. The result is an appreciation of the real exchange rate is one 



of the factors responsible for the decline in external competitive manufacturing 

competitiveness Brazil. 

Lubis (2013) examined that price and GDP are always use as variables to 

predict the Indonesian export performance. Using multiregresion analysist, and 

found that Indonesia export tiedly dependent on ten major partners. Indonesia 

export performance to those partners is influenced by fluctuation of their GDP per 

capita. This study also found that the Indonesia export performance for 

agricultural and industrial goods in general depend on fluctuation of commodity 

price, gdp per capita, and real exchange rate. 

Paudel and Burke (2015) examined the policy impact of the exchange rate 

of the export performance of Nepal in 1980-2010. Using gravity models, the 

appreciation of the exchange rate turns Nepal adversely affect exports, mainly to 

markets in third countries. 

This research objective is to analyze the factors that affect the demand for 

Indonesian textile exports using variables which include the GDP of the United 

States, the rupiah against the US dollar, as well as the value of foreign direct 

investment particularly manufacturing sector. There are differences in the present 

study with his research such as on the demand of textile exports, the study period, 

as well as the variables used. The study also analyzes the influence of the foreign 

investment in the manufacturing sector of the industry on demand for Indonesian 

textile exports. 

 

 

 



Table 2.4 Previous Studies 

5
 

4
 

3
 

2
 

1
 

N
o

. 

lu
b

is (2
0

1
3

) 

S
h

arm
a (2

0
0

3
) 

P
au

d
el an

d
 

B
u

rk
e (2

0
1

5
) 

K
h

airu
n

n
isa 

(2
0

0
9
) 

P
ram

an
a d

an
 

M
ey

d
ian

aw
ath

i 

(2
0

1
3
) 

R
esea

rch
ers 

N
a

m
e 

m
u

ltireg
ressio

n
 an

aly
sist 

M
u

ltip
le L

in
ear 

R
eg

ressio
n
 

G
rav

ity
 M

o
d

els 

M
u

ltip
le L

in
ear 

R
eg

ressio
n

 O
L

S
 

M
u

ltip
le L

in
ear 

R
eg

ressio
n

 S
P

S
S

 

R
esea

rch
 M

eth
o

d
 

G
D

P
 p

er cap
ita, co

m
m

o
d
ity

 p
rice, an

d
 R

E
E

R
 are in

flu
en

cin
g

 th
e In

d
o
n

esian
 ex

p
o
rt 

p
erfo

rm
an

ce 

V
ariab

le ru
p
ee ex

ch
an

g
e rate w

h
ich

 is ap
p
reciated

 w
ill sh

o
w

 b
ad

 effect to
 In

d
ia's 

ex
p
o
rt p

erfo
rm

an
ce. E

x
p
o
rt su

p
p
ly

 is p
o
sitiv

e related
 to

 ex
p

o
rt w

h
ich

 is d
eterm

in
ed

 

fro
m

 d
o
m

estic relativ
e g

o
o
d
s p

rice. m
ean

w
h
ile in

creasin
g

 o
f d

o
m

estic d
em

an
d

 w
ill 

d
ecreasin

g
 th

e ex
p
o
rt su

p
p
ly

. F
D

I statistically
 h

as n
o
 sig

n
ifican

t effect to
 ex

p
o

rt  

p
erfo

rm
an

ce ev
en

 th
e co

efficien
t sh

o
w

s a p
o

sitiv
e sig

n
. 

A
p
reciatio

n
 o

f th
e ex

ch
an

g
e rate tu

rn
s N

ep
al ad

v
ersely

 ex
p

o
rts. 

G
D

P
 R

iil A
S

, D
u
m

m
y
 Q

u
o
ta, W

o
rld

 D
u
m

m
y
 C

risis are p
o
ssitiv

e in
flu

en
ce to

w
ard

s 

M
en

 A
p
p
arel E

x
p
o
rt to

 A
S

. M
ean

w
h
ile, th

e ex
p

o
rt p

rice an
d
 R

E
E

R
 are n

eg
ativ

e 

in
flu

en
ce to

 ex
p
o
rt. 

E
x
ch

an
g
e rate D

o
llar A

S
 d

an
 F

D
I v

ariab
le are p

o
ssitiv

e an
d
 sig

n
ifican

t in
flu

en
ce. 

v
ariab

el IH
P

B
 n

eg
ativ

e d
an

 sig
n
ifican

t, cred
it lo

an
 rate is in

sig
n

ifican
t to

w
ard

s ex
p

o
rt 

In
d
o
n
esia n

o
n
-o

il to
 A

S
. 

T
h

e resea
rch

ers resu
lts 

 



2.5. Conceptual framework 

Based on the background described and formulation of the problem as 

well as previous research, create the variables to be studied. The variables of this 

study consisted of foreign investment Indonesia specifically goes to 

manufacturing. According to the World Bank (1993) in Sharma (2003), 

developing countries with comparative advantages can use it to target FDI into the 

international market so that FDI could contribute to exports. FDI can contribute to 

export growth or not depending on the policies that governments have made 

developing countries. 

In addition to the FDI, the next variable is the Gross Domestic Product. 

GDP is used here is the US real GDP. GDP is the total income and total 

expenditure at the national output of goods and services. Napitupulu (2007) in 

Siahaan (2008) stated that if the GDP of a country the greater the commodity 

export shipments abroad increased, and the importing country, the greater the 

GDP, the greater the demand for commodity imports to the country so that its 

trading volume rose. 

In addition, the researcher uses another factor as additional factors that 

may also affect Indonesia's export performance. The variable used is the exchange 

rate. The exchange rate is the Indonesian rupiah exchange rate against the US 

dollar. The exchange rate according to the Gala and Mori (2009) in Sonaglio, CM, 

et al., (2016) is a key price for developing countries, then, to determine the 

profitability of the production process by using the ratio of the price of goods sold 

and not sold. The exchange rate is also directly influence the sense of the 



continuity of the economic activity of some sectors which could affect the growth 

of the overall productivity of the economy. 

Trade liberalization such as the abolition of export quotas of textile industry that 

applied in 2005 to the country's export destinations such as the United States 

causing Indonesia should strive to improve its competitiveness with competing 

countries to gain market share. 

 

Figure 2.4 Theoretical Framework 
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2.6 Hypothesis 

Based on the framework and issues presented, the formulated assumptions of the 

(hypothetical) in the present study are: 

H1 = FDI Manufacture has positive influence on Indonesian apparel export 

performance 

H2 = USA GDP Riil has positive influence on Indonesian apparel export 

performance  

H3 = Exchange Rate has negative influence on Indonesian apparel export 

performance 

H4 = Dummy Quota has negative influence on Indonesian apparel export 

performance 

 

 

 

 

 

 

 

 

 

 

 

 

 



CHAPTER III 

RESEARCH METHODOLOGY 

 

3.1 The Scope of Research 

This research is quantitative descriptive that aims to explain or describe 

the relationship between the variables of research and testing hypotheses have 

been formulated. In this study, the variables consist of one dependent variable and 

several independent variables. The quantitative method is a method that stems 

from numerical data to be processed into information. There are two variables 

used as a model in quantitative research which are independent variable and the 

dependent variable (Kuncoro, 2003). 

3.2 Place and Time Research 

Based on the title that has been set, the focus of this research is the 

Indonesian apparel importing countries are the United States. This study chose 

America as a subject because it has the highest value apparel trading compared 

with other countries. While the time taken in this study is 31 years from 1984 

through 2014 with data obtained are annual data on several variables. This year's 

selection is based on the data of Indonesian textile exports belong to the the 

Central Bureau of Statistics. 

3.3 Variable Operational Definition 

Kairupan (2013) in Bethania (2015) stated that the operational definition 

of variables is used to provide an understanding of the variables to avoid 

differences in interpretation. This variable is divided into two, which is called the 

dependent variable and independent variables. 



3.3.1 Dependent variables 

The dependent variable (Y) is the variable that will be affected by the 

independent variable (X). In this study, the dependent variable is the total 

Indonesian apparel exports to the United States over the last 31 years, from 1984 

to 2014 using annual data in US $. 

3.3.2 Independent Variables 

The independent variable (X) is the variable that will affect the dependent 

variable, as shown below: 

a. Foreign Direct Investment to Manufacture (FDI Manufacture) (X1) 

FDI is the right of ownership to control the business venture in a country by the 

entity designated as a representative in another country. Manufacturing sector 

specific FDI data obtained from print publications owned Indonesian Statistics in 

units of millions of US dollars. 

b. Gross Domestic Product of United States (USGDP) (X2) 

GDP measures the income of everyone in the economy and the total expenditure 

of the output of goods and services the economy, while Real GDP is the value of 

goods and services at constant prices. American GDP data sourced from the 

annual statistical publication of the World Bank (World Bank) with units billion 

US Dollar. 

c. Exchange Rate (ER) (X3) 

The exchange rate is the rate agreed residents of both countries to conduct trade, 

namely the use of the rupiah against the USD. The exchange rate also shows the 

volatility in trade transactions. Data annual exchange rate sourced from print 

publications owned Indonesian Statistics. 



d. Dummy Quota (Dummy_Q) (X4) 

Dummy quota is abolishing the dummy quota export which was applied since 

2005. The period when the quota export policy happened is stated as 0, and when 

the quota period did not occur stated as 1. 

3.4 Data Collection Method 

Methods of data collection in this study is by documentation of the 

institution, this is because the data taken from the competent institution in the 

field. Documentation technique is secondary data, secondary data used was a 

statistical report issued by the World Bank, the Central Bureau of Statistics of 

Indonesia, Bank Indonesia and the various references relevant to the study. 

3.5 Data Analysis Method 

The method used in this research is descriptive and quantitative methods. 

Descriptive method aims to describe the development of demand for Indonesian 

textile exports and quantitative methods are used to analyze the factors affecting 

the Indonesian textile exports as well as how big the influence of these factors. 

Model analysis of the data used in this research is multiple regression model to 

estimate Ordinary Least Square method (OLS) with the help of software 

Microsoft Excel 2010 and Eviews 9. 

Regression analysis is an analysis relating to the dependence of the 

variables are dependent variables, to one or more other variables are variables that 

explain (explanatory variable) or independent variable with the intent to estimate 

or predict the value of the arithmetic mean (mean) or average ( population) 

dependent variables (Gujarati, 1978).  



According to Gujarati (1978), there are some assumptions that OLS 

models can be a powerful analytical methods, including: 

1. The value of the arithmetic mean of deviation associated with each 

independent variable should be equal to zero. 

2. Variable elements of the rest of the normal spread 

3. Variety is a fixed number 

4. No correlation sequence (autocorrelation) in each of the variables in 

the model 

5. No multicollinearity, which means there is no strong linear 

relationship between the independent variables. 

Here is an equation econometric models that will be used: 

The function of the factors that affect demand for Indonesian garment 

exports to the United States: 

EKS = b0 + X1FDIManufacture + X2USGDP + X3ER + 

X4Dummy_Q + Et 

Where: 

EKS  = Demand Indonesian Garment exports to the 

                                       United States to   the period-t (US $) 

FDIManufacture  = FDI in Indonesia Manufacturing sector to the  

                                       period-t (US $) 

USGDP   = Real GDP of the United States to the period-t 

                                       (US $) 

ER  = The real exchange rate of Rupiah against the US   

                                       Dollar (Rp/US$) 



Dummy_Q   = Dummy Quota 

Et    = Error time series 

3.6 Classical Assumption Test 

3.6.1 Multicollinearity Test 

Multicollinearity test is a situation where there is a near-perfect linear 

correlation between more than two independent variables. Multicollinearity test 

aims to test whether the regression model which formed, there is high correlation 

or perfect between independent variables or not. If in the regression model that 

formed there is a high or perfect correlation between the independent variables, 

then the regression model has revealed symptoms multicollinear. 

 Detecting the presence or absence of multicollinearity in regression model 

is done by looking at the variance inflation factor (VIF) of independent variable 

with a maximum limit of 10. The hypotheses on this assumption are: 

H0: multicollinearity exists in independent variables 

H1: multicollinearity does not exist in independent variables 

In multiple linear regression, which is expected is to accept the 

H1hypothesis that there is no linear relationship between the independent 

variables. H1 is accepted if the value of the correlation between the independent 

variables or variance inflation factor (VIF) is smaller than 10.00. If the value of 

VIF tolerance is less than 10, it can be concluded that there is no multicollinearity 

between the independent variables in the regression model (Gudono, 2011). 

3.6.2 Heteroscedasticity Test 

According to Widarjono (2016) stated that Heteroscedasticity is a 

violation of the assumptions on which the variance of each error of the 



independent variable is not constant over time. Heteroscedasticity is often found 

in cross section data, meanwhile in the time series data is rare containing 

heteroscedasticity itself (Engle and Granger, 1987 in Widarjono, 2016). With the 

existence of heteroscedasticity, OLS estimator could not produce BLUE (Best 

Linear Unbiased Estimator) only Linear Unbiased Estimator (LUE).  

Heteroscedasticity test OLS method can be tested using White-test. White-test 

developed a method that does not need assumption about the existence of 

normality on the error variable (White, 1980 in Widarjono, 2016). To explain the 

White-test, we can assume the model as: 

1. Do the estimation and get the residual (ȇi) 

2. Doing a auxiliary regression as the following estimation: 

ȇi
2
 = where the ȇi

2
 is residual square that we got from the estimation. 

3. Hypothesis 0 in this test is not heteroscedasticity. White test based on the 

number of samples (n) multiplied by R2 will follow the chi-squares with a 

degree of freedom as the independent variable is not included in the 

regression auxiliary constants. Statistically calculated value of chi squares 

(x2) can be searched by the following formula: 

4. If the chi-square value NR
2
 count is greater than the critical value of x

2
 

with certain degree of confidence (L) then there is heteroscedasticity and 

vice versa if the chi-square count is less than the critical value of x
2
 shows 

no heteroscedasticity. 

3.6.3 Autocorrelation Test 

 Autocorrelation is a state where a disturbance variable error during a 

particular time period correlates with the error penggangu another. This 



assumption to assert that the only value of the dependent variable explained 

(systematically) by the independent variable and not by a disturbance variable 

(Gujarati, 1995). 

Testing can be done by methods Breusch-Godfrey (BG) test, the testing criteria as 

follows if BG (n-p) * R2 <x2 table, it is not significant, meaning that there is no 

autocorrelation problem. Besides, it also can be seen from the probability, if the 

probability > = 0.05, then the model avoid the problem of autocorrelation. 

3.6.4 Normality Test 

Ghozali (2001) in Bethania (2015) stated that the normality test is a test 

aimed to determine whether the regression model, capable of confounding 

variables or residuals have a normal distribution or not. If this assumption is 

violated, then the statistical test cannot be applied. 

3.7 Statistic Test 

Gujarati (2003:120) stated that Statistic Test is a procedure used to test the 

acceptance or rejection (statistically) the result of the null hypothesis (H0) of the 

sample. The decision to treat H0 is based on statistical test value obtained from 

the existing data. 

3.7.1 The determination (R
2
) coefficient Test 

R
2
 test is basically used to determine the percentage of the model to 

explain variations in the behavior of the dependent variable. The higher the 

percentage of R
2
 (approaching 100%), the higher the ability of the model to 

explain the behavior of the dependent variable. 

 

 



3.7.2 Partial test (t test) 

Ghozali, (2001:14) stated that the t test is used to measure how far the 

influence of the independent variables on the dependent variable in explaining 

individual. If Fcount > Ftable then the alternative hypothesis is accepted which states 

that an individual independent variables affect the dependent variable. Using 

software E-views, measurements can be seen by looking at the estimated output of 

F models in each independent variable is then compared with Ftable based df 

adjusted probability of being used. The decision is if Fcount > Ftable, it can be seen 

that the independent variable is a significant explanatory variable on the 

dependent variable in the model. 

H0: The independent variable does not affect the dependent variable 

H1: The independent variables affect the dependent variable 

3.7.3 Simultaneous Test (F-statistic) 

Testing F or test model is used to determine whether the results of the 

regression analysis significant or not, in other words the model which allegedly is 

appropriate or not. If the results are significant, then H0 is rejected and H1 is 

accepted. It can also be said as follows: 

H0 is rejected, H1 is accepted if Fcount > Ftable 

H0 is accepted, H1 is rejected if Fcount <Ftable 

3.8 Hypothesis Testing 

To determine the determinant variables tested have significant influence or 

not, it can be tested based on the probability coefficient. If the probability is <L = 

0.10, then it can be said that the independent variables have a significant influence 

on the dependent variable. Statistical hypothesis states that if H0 is rejected then 



the probability is> L = 0.10. To determine how much influence the independent 

variable on the dependent variable, it can be seen from the coefficient and 

probability, with a hypothesis as below: 

a. Variable Foreign Direct Investment in Manufacturing sector 

H0: B1 = 0: There is no significant influence of the Foreign Direct Investment 

(FDI) variable to total apparel exports Indonesia variable. 

H1: B1 <0: There is positive influence of the Foreign Direct Investment (FDI) 

variable to the total apparel exports Indonesia variable. 

b. Gross Domestic Product (GDP) 

H0: B1 = 0: There is no significantly influence of the Gross Domestic Product 

(GDP) to the total apparel exports Indonesia variable. 

H1: B1 <0: There is positive influence of the Gross Domestic Product to the total 

apparel exports Indonesia variable. 

c. Variable Exchange Rates 

H0: B1 = 0: There is no significantly influence  of exchange rate variable to the 

total apparel exports Indonesia variable. 

H1: B1 < 0 : There is negative influence of exchange rate variable to the total 

apparel exports Indonesia variable. 

e.  Variable Dummy Quota 

H0 : B1 = 0: There is no significantly influence of dummy quotas variable to the 

total apparel exports Indonesia variable 

H1 : B1 < 0: There is negative influence of dummy quotas variable to the total 

apparel exports Indonesia variable. 

 



CHAPTER IV 

FINDING AND DISCUSSIONS 

 

 This chapter consists of findings and discussions of the research. Finding, 

for instance, includes the description of research objective and result that will be 

presented in form of texts, tables, pictures, or charts. Conversely, discussion is 

explaining the analysis result of analysis comprehensively using the author’s 

interpretations or opinion and based on previous research that may strengthen, 

against, or in line with other researchers. 

4.1. Overview of Indonesian Textile Industry 

UNCTAD (2005) in Hermawan (2011) stated that a country is able to take 

on a lucrative deal if the country go jump in the industrialization of the economy. 

Industry can play an important role in raising the export-oriented countries in 

Asia, such as Hong Kong, Singapore, Taiwan, South Korea, Malaysia, China, 

Indonesia, Thailand, and Vietnam. 

A chance to jump in the era of industrialization has attracted the attention 

of many developing countries, including Indonesia. The financial crisis in Asia in 

1997-1998 and prices of a number of primary commodities in the international 

market is not stable further so encourage the Indonesian government to make a 

policy strategy of import substitution industrialization to export promotion 

policies. The role of export crucial to Indonesia's economy, since the New Order 

era, taking the focus of government attention to the development of export of non-

primary specially manufactured products after the end of the era of oil and gas in 



the early 1980s (policy paper Advancing Indonesia's Civil Society in Trade and 

Investment Climate, 2012). 

BAPPENAS made the National Development Program (PROPENAS) in 

1999 involving an active role during the New Order government to promote 

various industries in Indonesia as well as provide subsidies for domestic industry. 

Industries in Indonesia average based on natural resources, such as wood 

products, food, and jewelry but the chain is not too solid technology, but it is 

different with manufacturing industries that require high technology so that this 

industry are held by foreign capital. (Rasiah, 1998 in Tambunan, 2007). 

Ministry of Home Affairs (2014) stated that technically, the structure of 

the textile industry and textile products nationwide divided into three, namely: 

upstream (upstream), secondary sector (midstream), and downstream 

(downstream). In the upstream sector is the manufacture of fiber (fiber) and 

spinner (spinning), such as cotton fibers, synthetic fibers, cellulose fibers, 

synthetic fibers and raw materials.  

Textiles and textile products can play an important role in countries such 

as Pakistan, Vietnam, Thailand, Sri Lanka, and Indonesia. CBS (2008) in 

Hermawan (2011), in Indonesia, the value of increased economic growth is 

contributed by the good performance of the contribution of textile products. The 

textile industry contributes 2.18 per cent to the gross domestic product and 8.01 

percent to the manufacturing industry in 2010. Even non-oil commodities that 

provide the greatest contribution during the last 20 years is the textile industry and 

textile products. At the beginning of the development of this industry, the increase 

in the value of the contribution is not independent on the government policy. 



4.2. Overview of Indonesian apparel exports to the United States 

Figure 4.2.1 Export Apparel Indonesia to the US, FDI to the manufacturing 

sector, the US GDP, Exchange Rate Indonesia against the US dollar, and 

Dummy Quota. 

 

 Source: Central Bureau of Statistic (author processed) 

4.2.1 Export Apparel Indonesia to United States 

Based on the figures 4.2.1 above, Indonesia has experienced a rise in the 

value of apparel exports to the United States significantly starting from 1984 until 

1993. 

BI (2007) explains that at the beginning of 1982/1983 the declines in oil 

prices in the world market and the ongoing economic recession had an effect on 

the declining performance of the domestic economy. The high inflation rate 

caused a decline in the competitiveness of Indonesian products with competing 

countries for Indonesia's trading so that the economy was slipping and balance of 

payments deficit was quite large. Indonesia's economic recession continued until 

1984. In order to strengthen the economy, the central bank monetary policy issued 

in the form of currency devaluation which led to the market mechanism. As a 
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result of this policy led to the growth of the Indonesian economy gradually 

improved from previous years. But inflation was still declining and fuel prices 

rose in early 1984. 

Based on the above data, the total value of Indonesian apparel exports to 

the US from 1984 to 1988 increased several times, i.e. 0.003% in 1984, and 

0.006% in 1986, and became 0.011% in 1988. However, in 1990 the value of 

Indonesian apparel exports down from the original 0.010% to 0.009% in 1991. 

The slowdown is due to the instability of the political and economic situation in 

the United States. American launched its military invasion to Kuwait. American 

sought to expel Iraq from Kuwait by deploying military forces and capability as 

well as its economy to restore security and peace in the Middle East (Solichien M, 

2008). 

Simorangkir (2004) in Anggara (2015) explains that in mid-1997, 

Indonesia's economic growth rate continued to decline to 4.7% as a result of the 

Asian economic crisis. The high inflation rate as well as a massive withdrawal of 

funds by foreign investors coupled with a multidimensional crisis (economic 

crisis, social, political) slowed the pace of economic growth in 1998. Economic 

growth in 1998 fell to a negative figure of 13%. Because of the economic crisis, 

the growth of total exports of apparel in 1986 to 1987 fell by the respective value 

of 0.020% to 0.018%. 

4.2.2 Foreign Direct Investment (FDI) 

FDI stipulated in Law no. 25 of 2007 means that foreign investment is the 

planting of assets in the form of money or any other form that is not owned by a 

foreign money either in an individual or business entity. Foreign capital 



investment is needed for developing countries to help accelerate economic growth 

because of the role of foreign capital in the developing countries. Besides foreign 

capital is needed to create opportunities for new jobs and add skills expertise of 

the workforce. UU no. 25 of 2007 explains that the investments have a purpose, 

namely: 

1. Improving national economic growth 

2. Creating job opportunities 

3. Improving the sustainable economic development 

4. Enhancing the competitiveness of the national business world 

5. Increasing the capacity and capability of national technology 

6. Encouraging the development of community economy 

7. Cultivating economic potential into real economic strength by using funds from 

both inside and outside the country 

8. Improving public welfare 

According Ramstetter and Takii (2006) in Yeriesca and Kuncoro (2014) 

that the trend of FDI inflows into Indonesia in large numbers began in the 1980s 

until the Asian economic crisis in 1997-1998. Since 1986 to 1990 the value of 

FDI coming into the manufacturing sector recorded an increase, i.e. US $ 590.5 

million in 1986, then US $ 3,468.0 million in 1988 and to US $ 5,657.4 million. 

According to the World Bank (1994) in Yeriesca and Kuncoro (2014) FDI 

inflows before the Asian economic crisis consists of two waves. In the first wave 

of 1988-1990, where there are many export-oriented FDI (export-oriented FDI) 

coming into Indonesian textile sector (covering apparel and footwear) coming 

from countries like South Korea and China, which are members Newly 



Industrializing Economies (NIEs). At the beginning of 1994 was marked by the 

recovery of the world stable investment climate and the government has begun an 

initiative to liberalize the investment at that time so as to attract export-oriented 

FDI from foreign firms to support export growth Indonesia. This can be seen from 

the value of exports that go into the manufacturing sector rose in 1984 valued at 

US $ 18,738.8 million of which were previously only worth US $ 3,422.8 million. 

In 1997 toward 1998 the value of apparel exports declined from US $ 

23,017.3 million to US $ 8,388.2 million. This slowdown caused by the economic 

crisis that occurred in Asia in 1997. Simorangkir (2004) in Anggara (2015) 

explained that in mid-1997, Indonesia's economic growth rate continued to 

decline to 4.7% as a result of the Asian economic crisis. 

FDI realization undergoing restoration in 2003. FDI rebounded because of 

the condition of the banking sector began to show improvement as well as the 

inflation rate down. Some improvement in macro-economic indicators in 2003 

triggered the increased interest of investors to invest back in Indonesia (BPS, 

2003). 

Realization of FDI into the manufacturing sector back down for three 

consecutive years in 2008, 2009 and 2010 with the respective value amounted to 

US $ 4,515.2 million, US $ 3,831.1 million and US $ 3,337.4 million. According 

to BPS (2009) in Anggara (2015), the decline in foreign investment in 2008 due to 

the global crisis that hit Greece and the United States. This makes international 

commodity prices to rise. 

Economic growth in the second quarter of 2011 recorded a growth rate of 

6.5 percent (yoy). An increase in the value of economic growth is driven by the 



high value of performance improvement increasing investment and solid export 

performance, thereby offsetting solid household consumption as a source of 

growth over the years. The capacity of the economy is getting better because the 

important role of investment, particularly foreign direct investment (FDI) showed 

an increase, in line with the improvement in credit rating (sovereign credit rating) 

Indonesia. It is also evident and of foreign investment gradually improved from 

the year 2011 amounted to US $ 6,789 million, 2012 amounted to US $ 11,769 

million and go up to US $ 15,858 million in 2013. 

4.2.3 Gross Domestic Product (GDP) 

GDP is the total value of goods and services produced in a country in a 

given time. Definition of GDP based on the total market value of all goods and 

services that have been so produced in a country within a specified period of time 

(normally one year). The evaluation process also involves a total of value added in 

each stage of production (mid level) on all final commodities (goods and services) 

produced in a country during the period of monetary already underway. 

GDP formula can be seen as follow: 

 

Information: 

Y = National Income 

C = Household consumption expenditures consumers 

I = Investment 

G = government spending 

X = exports 

M = Import 

Y = C + I + G + (X-M) 



Based on the above figures 4.2.1, the United States has a GDP growth rate 

was quite good in almost every year. But in mid-2008 a decline in GDP due to the 

economic crisis that hit the United States. 

In the 1990 to 1991 GDP growth declined in a sequence worth 0.2451 

which initially was 0.2450. The decline in GDP growth was due to the United 

States launched its military invasion of Kuwait. American sought to expel Iraq 

from Kuwait by deploying military forces and capability as well as its economy to 

restore security and peace in the Middle East (Yussuf Solichien M, 2008). It also 

affected the growth of apparel exports decrease in 1990 amounted to 0.0106 and 

down to 0.0953 in 1991. 

Then the economic crisis that hit the United States in 2008 was caused by 

the subprime mortgage crisis that began in mid-2007 and then peaked in 

September 2008, accompanied by the announcement of the bankruptcy of several 

financial institutions (Nezky Mita, 2013). The fall in the performance of the 

American economy had an impact on GDP decline. In 2007, America recorded 

GDP growth slowed from the previous growth of 0.0407 became 0.0406 in 2008. 

American GDP continued to experience fallout from the economy that had not 

recovered until 2009 with the growth rate reaching 0.0394. 

4.2.4 Exchange Rate 

Sukirno (2004) stated that the system of floating exchange rates, the 

depreciation or appreciation of the currency will result in a change to the exports 

and imports. If the exchange rate depreciates, the value of domestic currency 

relative decline against foreign currencies, the export volume will increase. That 



is, if the value of the dollar exchange rate rise, the export volume will also 

increase. 

BI (2013) revealed that the fixed exchange rate policy has created a new 

problem when the early 1990s export growth declined. Prices of goods and 

services in Indonesia became more expensive, causing the rupiah considered 

overvalued. Between 1990 and 1997, the value of the rupiah appreciating is 22 

percent. 

Nezky (2013) argued that the rupiah exchange rate against the USD 

declined since mid-2008 and depreciated in 2009 that amounted to 11.900 per 

USD. Changes in exchange rates, either appreciation or depreciation can impact 

the export-import activities in a country, because the USD is the currency that is 

widely used in global trade. 

Exchange rates have an important role in the context of a country's 

monetary stability in supporting economic activity. to maintain exchange rate 

stability, the central bank at any time intervene in the foreign exchange markets is 

often called the exchange. Since 15 November 1978, the exchange rate system in 

Indonesia is converted into a floating controlled (managed floating exchange rate) 

Indonesia where the exchange rate is not solely linked to the US dollar, but 

against a basket of currencies some major trading partner countries, such as Japan 

and the European Union. 

4.3 Classical Assumption Test 

 Classic assumption test is statistical assumption testing that must be met 

on multiple linear regression analysis based on Ordinary Least Square (OLS). 

Classical assumption test is carried out before the regression model created. 



Classical assumption test is done to see deviations on the classic assumption in the 

regression. It is used as the parameter of a good model. BLUE (Best Linear 

Unbiased Estimator) is the parameter whether the model good or not. 

Table 4.3.1 Multicollinearity Assumption 

Multicollinearity 

Variance Inflation Factors  

Date: 01/24/17   Time: 07:21  

Sample: 1984 2014  

Included observations: 30  

    
     Coefficient Uncentered Centered 

Variable Variance VIF VIF 

    
    DFDIMANUFACTURE  69.26770  1.033571  1.027659 

DUSAGDP  7.45E-14  4.076038  1.179585 

DER  1784.638  1.290447  1.153631 

DDUMMY_QUOTA  6.07E+10  1.081736  1.045678 

C  6.57E+09  3.509023  NA 

    
Based from the picture of 4.3.1, here is the results from independent 

variables: 

Multicollinearity test results, can be seen in table columns Centered VIF. 

VIF value for the variable D FDI Manufacture, D USAGDP, D ER, D 

Dummy_Quota value of each 1.02, 1.17, 1.15, 1.04. Because the VIF value of the 

four variables no greater than 10, it can be said does not happen multicollinearity 

on all four independent variables. 



Under the terms of classical assumption of linear regression with OLS, the 

linear regression model is one that is free from any multicollinearity. Thus, the 

above model has been freed of their multicollinearity. 

4.3.2 Normality Assumption 

 The normality assumption is to determine whether the standardized 

residual studied is in normal distribution or not. In the study, the number of 

observation is 30 consisting of total export value of Indonesia’s clothing to United 

States for 31 years. 

4.3.3 Heteroscedasticity Test 

 White heterocedasitay test method is a method that does not require 

assumptions about the normality of the disturbance variables. The hypothesis of 

this assumption can be seen below: 

H0: no heterocedasticity happened on the independent variable. 

H1: There is heterocedastisity happened on the independent variable 

Table 4.3.3 Heteroskedasticity Test: White  

     
     F-statistic 1.145626     Prob. F(4,26) 0.3573 

Obs*R-squared 4.645063     Prob. Chi-Square(4) 0.3257 

Scaled explained SS 7.049044     Prob. Chi-Square(4) 0.1333 

     
     The absence of heterocedasticity can also be seen from the probability 

value of chi squares of 0.133 (13%) greater than α = 5%, which means the 

regression model has no heteroscedasticity symptoms. 

 

 

 



4.3.4 Autocorrelation Test 

 Autocorrelation means the correlation between the member's observations 

with different observation times. In connection with the assumption of OLS, 

autocorrelation is the correlation between one variable interference with other 

interference variables. In a time series of data allegedly often contain elements of 

autocorrelation. Most of the time series data showed a positive autocorrelation 

than negative autocorrelation. This occurs because the time series data often 

showed the same trend, namely the similarity of movement up and down. The 

hypothesis of this assumption can be seen below: 

H0: There is no autocorrelation that occurs on the independent variable. 

H1: There is an autocorrelation that occurs on the independent variable. 

Table 4.3.4 Breusch-Godfrey Serial Correlation LM Test:  

     
     F-statistic 1.238368     Prob. F(2,24) 0.3077 

Obs*R-squared 2.899860     Prob. Chi-Square(2) 0.2346 

     
     H0 = There is no autocorrelation  that occurs on the independent variables 

Ha = There is autocorrelation that occurs on the independent variables 

 Output in the table 4.3.4 indicates that the probability value (Obs * R-

squared) of 0.2346 (23%) greater than the significance level (α = 5%), then H0 is 

accepted so concluded is not found symptoms of autocorrelation in the model. 

4.4 Analysis Result 

4.4.1. Partial test 

Partial test notes that whether each independent variable can take effect on 

dependent variable or not. The developed hypotheses are: 

H0: Independent variable does not affect the dependent variable 



H1: Independent variable affects the dependent variable 

In the multiple linear regressions, the expected condition is to accept the 

hypothesis H1, which is accepted if the probability value is smaller than 5% 

(0.05) alpha. The probability value obtained from each of the variables is as 

follows:  

1. If |tcount| < | tcritical| in the level of significance of 5% so H0 is accepted 

and Ha is rejected, this means that the independent variable does not 

affect the dependent variable significantly. 

2. If |tcount| > | tcritical | in the level of significance of 5% so H0 is rejected 

and Ha is accepted, this means the independent variable does affect the 

dependent variable significantly. 

The probability value obtained from each variable is as follows: 

1. The coefficient regression of USAGDP is 2091050. USAGDP has 

a tcount equal to 5.755170 and tcritical  equal to 1.706 so |6.687180| > 

|1.706|, probability of Ln (USAGDP) is amounted at 0.000. Thus, 

probability value of GDP is smaller than 5% alpha, so it can be 

said that 0.000 < 0.05. Therefore, the H0 hypothesis is accepted 

and it can be said that USAGDP variable significantly affects to 

total export apparel variable. 

2. The coefficient regression of FDI Manufacture is -0.041394. FDI 

Manufacture has a tcount equal to -1.454668 and tcritical equal to 

|1.706| so |-1.454668| <  

|1.706|, probability of FDI Manufacture is amounted at 0.1577. 

Thus, probability value of FDI is bigger than 5% alpha, so it can be 



said 0.1577 > 0.05. Therefore, the accepted hypothesis is H1, and it 

can be said that FDI variable does not affect and insignificant to 

total export apparel variable. 

3. The coefficient regression of Exchange rate (ER) is -0.194643. 

Exchange rate has a tcount equal to -1.706369 and tcritical  equal to 

|1.706| so |-1.706369| < |1.706|, probability of exchange rate is 

amounted at 0,0999. Thus, probability value of exchange rate is 

bigger than 5% alpha, so it can be said 0.0999 > 0.05. Therefore, 

the accepted hypothesis is H1, and it can be said that exchange rate 

variable does not affects and insignificant affect to total export 

apparel variable. 

4. The coefficient regression of Dummy Quota is 0.106632. Dummy 

Quota has a tcount equal to 3.187917 and tcritical equal to 1.706, so 

|3.187917| > |1.706| probability of Dummy quota is amounted at 

0,0037. Thus, probability value of dummy quota is smaller than 

5% alpha, so it can be said 0.0037 < 0.05. Therefore, the accepted 

hypothesis is H0 is accepted, and it can be said that dummy quota 

variable does affects and significantly to total export apparel 

variable. 

4.4.2. F-test 

F-test is a test to understand the influence of independent variable towards 

dependent variable do simultaneously, with some criteria test as following: 

1. If the Fcount value < Fcritical (alpha = 5%), so H0 is accepted and 

Ha is rejected, which means that independent variables 



simultaneously do not affect the dependent variables 

significantly. 

2. If the Fcount value > Fcritical (alpha = 5%), so H0 is rejected and 

Ha is accepted, which means that independent variables are 

simultaneously do affect towards the dependent variables 

significantly. 

Based on the result it is known that Fcount is 319,3723 which is 

bigger than Fcritical 4,26, with a probability value equal to 

0,000000 and it is significant in alpha = 5%. This shows that 

USAGDP, FDI Manufacture, Exchange rate, Dummy Quota 

simultaneously does affect to Indonesia’s apparel export 

towards the United States period of 1984-2014.    

4.4.3. Determination Coefficient (R2) 

 Determination coefficient shows the significant effect of independent 

variable towards dependent variable in percentage units. The advantage of this 

research design is measured by using determination coefficient (R2). The value of 

R2 nearly increases to one, so it can be said that the research design is good. The 

value of determination coefficient (R2) is 0,9800. Thus, the effect of total 

independent variable towards dependent variable is 0,9761 or 98%, and other 2% 

is affected by excluded from the current research variables. 

4.4.4. The Result Test 

 In this research, the researcher formulates the regression formula which 

describes how the effect of each independent variable towards dependent variable. 

The regression formula is as follows: 



Table 4.4.4 Multiple Linear Regression 

Dependent Variable: TOTALAPPARELEXPORT  

Method: Least Squares   

Date: 02/01/17   Time: 09:12   

Sample: 1 31    

Included observations: 31   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     FDI_MANUFACTURE -0.041394 0.028456 -1.454668 0.1577 

US_GDP 2.091050 0.312695 6.687180 0.0000 

EXCHANGE_RATE -0.194643 0.114069 -1.706369 0.0999 

DUMMY_QUOTA 0.106632 0.033449 3.187917 0.0037 

C -0.031021 0.005422 -5.721034 0.0000 

     
     R-squared 0.980054     Mean dependent var 0.032258 

Adjusted R-squared 0.976985     S.D. dependent var 0.023271 

S.E. of regression 0.003530     Akaike info criterion -8.308116 

Sum squared resid 0.000324     Schwarz criterion -8.076828 

Log likelihood 133.7758     Hannan-Quinn criter. -8.232722 

F-statistic 319.3723     Durbin-Watson stat 1.452542 

Prob(F-statistic) 0.000000    

     
     TOTAL APPAREL EXPORT = - 0.031021 – 0.041394 FDI Manufacture + 

2.091050 USA GDP – 0.194643 Exchange Rate + 0.106632 Dummy_Quota + 

εit 

The interpretation of the previous formula can be explained based on the 

regression model as follows: 

1. The value of FDI on Manufacture Indonesia = - 0.041394. It means that if 

the value of FDI on Manufacture Indonesia increases by 1%, Indonesia 



total export apparel variable will decrease by 0.041%, while other 

independent variables remain ceteris paribus. 

2. The value of USAGDP = 2.091050. It means that if the value of GDP 

USA increases by 1%, Indonesia total export apparel variable will increase 

by 2.09%, while other independent variables remain ceteris paribus. 

3. The value of Exchange Rates = – 0.194643. It means that if the value of 

exchange rates increases by 1%, Indonesia Total Export of apparel 

variable will decrease by 0.19%, while other independent variables remain 

ceteris paribus. 

4. The value of Dummy Quota = 0.106632. It means that if the value of 

dummy quota rates increases by 1%, Indonesia total export apparel 

variable will increase by 0.10%,  while other independent variables remain 

ceteris paribus.  

4.5  Discussion of Results 

This section will discuss the results of research, containing a description of 

the independent variables that affect the performance of Indonesian apparel 

exports to America in 1984-2014. 

4.5.1 The effect of FDI particular Manufacture Sector to the total export 

apparel Indonesia 

Based on the regression result, it is revealed that the FDI of importer 

country positively affects to the Total Export of exporter country by 5% 

significant level, and the coefficient value is - 0.041394. Based on the result, it 

can be concluded that the FDI of importer country increases by 1%, so the effect 

towards the total export of exporter country change is - 0.041%. Therefore, it can 



be concluded that if the FDI of importer country increases by 1%, so the effect 

towards the total export of the exporter country will increase by - 0.041%. Vice 

versa, if the FDI of exporter country decreases by 1%, the total export of exporter 

country will decrease by - 0.041%.  

FDI is the right of ownership to control the business venture in a country 

by the entity designated as a representative in another country. Foreign capital 

investment needed for developing countries to help accelerate economic growth 

because of the role of foreign capital in the developing countries. Besides foreign 

capital is needed to create opportunities for new jobs and add skills expertise of 

the workforce. 

Based on estimates, it is known that FDI coming into Indonesia 

Manufacturing sector has a positive value and not significantly affect the 

Indonesian apparel exports. This is because the transfer of technology and 

creation of new jobs can contribute to high for apparel production for export, and 

for that needed FDI is carried out by foreign parties so that the capital increase 

will raise productivity. The creation of new jobs and an increase in employment 

who are recruited will increase economic growth for the country. 

Based on these results, these findings are consistent with the theory put 

forward by Jorge and Paulo (2010) in Pramana and Meydianawathi (2013) that 

FDI to trade is more closely in developing countries. A close relationship between 

FDI with total exports came from the presence of multinational companies that 

aim to complement export activities. This is supported by previous studies of 

Lance and Steve (1996) in Pramana and Meydianawathi (2013) that greater trade 



flows into the FDI is a step in the more mature projects where exports will 

increase and a positive balance of trade balance. 

4.5.2 Influence of the United States of America GDP per capita to 

performance total export apparel Indonesia 

Based on the regression result, it is revealed that the GDP of importer 

country positively affects to the Total Export of exporter country. The positive 

effect of significant level is amounted to 5%, and the coefficient value is 

2.091050. Based on the result, it can be concluded that the GDP of importer 

country increases by 1%, so the effect towards the change of total export of 

exporter country is 2.09%. It indicates that if the GDP of importer country 

increases by 1%, so the total export by export country and trade partners will 

increase by 2.09%. Vice versa, if the GDP of importer country decreases by 1%, 

so the total export by exporter country and trade partners will decrease by 2.09%. 

GDP is the total value of goods and services produced in a country in a 

given time. Definition of GDP based on the total market value of all goods and 

services that have been so produced in a country within a specified period of time 

(normally one year). The evaluation process also involves a total of value added in 

each stage of production (mid-level) on all final commodities (goods and services) 

produced in a country during the period of monetary already underway. 

Based on the analysis, it can be seen that there is a positive and significant 

impact of American GDP on Indonesian apparel exports. This is because the 

American GDP growth continues to be positive and gradual. Except in 2008, 

Indonesia faced the global crisis caused by the USA. Therefore, in 2008, there is a 



decline in US GDP up to the year 2009. But the US economy is able to recover 

from the year 2009 with a GDP of 0.039% to 0.040% in 2010. 

Increasing the GDP of a country's importers will further enhance the 

exporting countries experienced an increase in demand for goods exports to the 

importing country. Based on these results, these findings are consistent with the 

theory put forward by Mankiw (2006: 5) which explains that the Gross Domestic 

Product or GDP (Gross Domestic Product) is the economic statistics most 

important aspect because it is considered as the best single measure of the welfare 

of the community. The underlying case for GDP measures two things at once: a 

total income of everyone in the economy and the total state expenditure for 

purchase of goods and services results from the economy. The reason GDP can 

perform measurement of total income and expenses due to the economy as a 

whole, income must be equal to the expenditure. This research finding is also 

supported by previous Oktora (2009), which revealed that the GDP per capita 

European positively effect on export demand for textiles and textile products 

Indonesia to Europe. 

4.5.3 Effect of exchange rates on performance of total export apparel 

Indonesia 

Based on the regression result, it is revealed that the exchange rate of 

importer country negatively affects to the total export of exporter country by 5% 

significant level, and the coefficient value is – 0.194643. Based on the result, it 

can be concluded that the exchange rate of importer country increases 1%, so the 

effect towards the total export of exporter country change is – 0.19%. Therefore, 

if the exchange rate of importer country increases by 1%, the total export of the 



exporter country will increases by – 0.19%. Vice versa, if the exchange rate of 

importer country decreases to 1%, the total export of exporter country will 

decrease by – 0.19%. 

Based on these results, these findings are consistent with the theory put 

forward by Sukirno (2004) who stated that the system of floating exchange rates, 

the depreciation or appreciation of the currency will result in a change to the 

exports and imports. If the exchange rate depreciates, the value of domestic 

currency relative decline against foreign currencies, the export volume will 

increase. Therefore, if the exchange value of US dollar rate rise, the export 

volume will also increase. 

The result of this study is supported by Ginting (2013) who stated that the 

exchange rate in the short and long term has a negative and significant impact on 

Indonesian exports. And previous studies conducted by Burke and Paul revealed 

that the exchange rate appreciation Nepal has a negative impact on exports of 

Nepal. 

Exchange rates have an important role in the context of a country's 

monetary stability in supporting economic activity. to maintain exchange rate 

stability, the central bank at any time intervene in the foreign exchange markets is 

often called the exchange. since 15 november 1978 exchange rate system in 

Indonesia is converted into a floating controlled (managed floating exchange rate) 

Indonesia where the exchange rate is not solely linked to the US dollar, but 

against a basket of currencies some major trading partner countries, such as Japan 

and the European Union. 



Pramana and Meydianawathi (2013) stated that the exchange rate of the 

US dollar according to Bank Indonesia SEKI 1991-2011 period the lowest 

occurred in 1991 with a value of US $ 1.992 / US $ and the highest was in 2008 

with a value of Rp 10.950 / US $. Exchange rate increased from 1997 to 1998 

with a value of Rp 4.650 / US $ and Rp 8.025 / US $ occurs because of the 

economic crisis that began with the depreciation of the exchange rate in July 1997 

was the beginning of the monetary crisis experienced by Indonesia. 

4.5.4 Effect of Dummy Quota on performance of total export apparel 

Indonesia 

Based on the regression result, it is revealed that the dummy quota of 

textile and product textile possitively affects to the total export of exporter country 

by 5% significant level, and the coefficient value is 0.106632. Based on the result, 

it can be concluded that the exchange rate of importer country increases 1%, so 

the effect towards the total export of exporter country change is 0.10%. Therefore, 

if the exchange rate of importer country increases by 1%, the total export of the 

exporter country will increases by 0.10%. Vice versa, if the exchange rate of 

importer country decreases to 1%, the total export of exporter country will 

decrease by 0.10%. 

 In the previous hypothesis that has been stated previously, the abolition of 

quotas have a negative influence on the performance of Indonesian garment 

exports to the United States. However, after the estimation results are not 

consistent with the hypothesis. Results alleged provides coefficient value of 

0.106632 to mark a positive and significant effect on Indonesian garment exports 

to the United States. The coefficient of 0.106632 gives the sense that at the time 



of the abolition of the quota system, the performance of Indonesian garment 

exports to the United States increased by 1.62 percent. 

The abolition of quotas for textiles and textile products (TPT), the world 

imposed by countries like the United States and the European Union to some 

textile exporting countries officially ended in early 2005. (Martin, 2007). This is a 

sign for Indonesia to compete more closely with countries of the world textile 

producers to improve the performance of its exports to the United States. When 

the enactment of textile quotas, Indonesia do not bother to compete for the market 

because in countries where quotas, TPT Indonesia already has a quota or quotas 

for apparel market products in the United States as well as the guarantee facility 

of its textile market. However, despite Indonesia must compete closely in fact 

Indonesian textile exports continue to increase the value of exports to the United 

States. Things that leading to increase the Indonesia exports to the United States is 

releasing of textile products are very salable in the market, especially T-shirts, 

men's shirts and men's shirts, children's clothes, jeans, and blouse women which 

were previously restricted by quotas so as to encourage exporters to do export as 

much as possible. 

Khairunnisa (2009) stated that Indonesia's ability to compete in 

international markets has been demonstrated by Indonesia able to occupy the 

fourth position in the top ten countries exporting apparel to the United States. 

Besides that, after the abolition of quotas, the US government to impose 

restrictions on textile and garment imports from China, while exports from 

Indonesia did not apply the rules of the restriction. Causing buyers from abroad 



turn to textile products and garments in addition to China, one of Indonesia by 

considering the quality and standard services such as on-time delivery order. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



CHAPTER V 

CONCLUSION AND RECOMMENDATION 

5.1. Conclusion 

 After testing and analyzing international trade (exports of apparel) 

between Indonesia and the United States from 1984 to 2014, there are several 

conclusion formulated: 

1. GDP variables of importer country, FDI particularly on Indonesian 

manufacture sector  pose positive and significant impact on Indonesian 

apparel export to US. Therefore, if these variables increase, the value 

of apparel exports between Indonesia to US will also increase. GDP 

increase in revenue on the United States, if earnings increases, the state 

welfare will also increase and international trade will be better.  

Demand of apparel export is followed by increased consumption in the 

US, as well as the quality of resources of exporter state are things that 

are important to enhance the trading activities. Similarly, FDI inflow 

will raise and fluently to tied up the international trade between 

Indonesia and the United States. 

2. Exchange rate variable poses negative effect and insignificant impact 

on trade (export) between Indonesia and the United States. Therefore, 

if exchange rate is increase (the home country currency relatively 

decrease towards the foreign currency) it will cause the exported 

product cheaper related to the foreign consumer (importer). 

Furthermore, to strengthen the textile industry Government needs 

requires strategic to maintain the monetary stability especially 



exchange rate. Because the Indonesian textile industry still imported 

raw material from the foreign country to raise its production. If Rupiah 

fall related to US Dollar then the exporter will have less raw material 

and it will decrease the apparel production related to competitiveness.   

3. Facing the post-quota free market, Indonesia should be capable to 

increase it’s competitiveness of the textile industry namely 

restructuring inside the Textile and Product Textile industry which 

means replacement of updating technology new machines modern to 

increase productivity and create efficiency so Indonesian textile 

products are able to compete with the other exporter countries of 

Textile and Product Textile. 

5.2 Suggestion 

 Based on the empirical data, there are several suggestions proposed, 

among others: 

1. The government should immediately formulate strategic steps that can 

be implemented on the specific targets in order to open the new market 

segmentation. Government needs to arranged in an integrated manner 

in textile sectors ranging from upstream like shifting the foreign direct 

investment which entering the manufacture sector to agriculture sector 

(cotton supply). If government could do that, then the efficiency of 

production will be achieved. The apparel exporter do not need to 

imported the raw material from foreign country again. 

2. The government of Indonesia should maintain the stability of Rupiah 

exchange rate towards USD. Concerning that it is a necessary 



condition to create a conducive situation which increase the business 

activity. 

3. The government of Indonesia should keep promoting manufacturing 

industry specialty especially in apparel textile to foreign investor to 

boost the production quantity and quality of clothing textile towards 

the United States. 
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APPENDICES 

APPENDIX 1 

Data Indonesian Garment Export to US, FDI to Manufacturing Indonesia, 

GDP US, Exchange Rate Rupiah Indonesia against Dollar US 

Year Total Apparel 
Export 

FDI 
Manufacture 

US GDP Exchange 
rate 

Dummy 
Quota 

1984 191553 1029,5 17134,28602 1076 0 

1985 195914,7 -147,7 18269,42217 1131 0 

1986 269349,8 590,5 19115,05291 1655 0 

1987 369523,8 703 20100,85889 1652 0 

1988 409550,6 3468 21483,23306 1729 0 

1989 662819,9 4265,3 22922,43709 1795 0 

1990 619599,2 5647,9 23954,47935 1901 0 

1991 556983,4 3970,3 24405,16481 1922 0 

1992 854074,8 5657,4 25492,95165 2062 0 

1993 987221,3 3422,8 26464,85251 2110 0 

1994 981111,5 18738,8 27776,63553 2200 0 

1995 1118828,1 26892,1 28782,17502 2308 0 

1996 1206343 16075 30068,23092 2383 0 

1997 1069187,6 23017,3 31572,69023 4650 0 

1998 1114891,4 8388,2 32949,19776 8025 0 

1999 1507301,1 6732,6 34620,9289 7100 0 

2000 2013088 10707,4 36449,85512 9595 0 

2001 1943387,7 5148,3 37273,6181 10435 0 

2002 1787856,5 3252,6 38166,03784 8940 0 

2003 1918348,6 6457,4 39677,19835 8465 0 

2004 2218365,3 6336,4 41921,80976 9290 0 

2005 2761689,2 3506,5 44307,92058 9830 1 

2006 3419024,2 3604,5 46437,06712 9020 1 

2007 3526943,8 4697 48061,53766 9419 1 

2008 3576817,2 4515,2 48401,42734 10950 1 

2009 3330977 3831,1 47001,55535 9400 1 

2010 3935568,3 3337,4 48374,08679 8991 1 

2011 4342369 6789,5 49781,80066 9068 1 

2012 3872148,7 11769,9 51433,04709 9670 1 

2013 3887406,8 15858,8 52749,91124 12189 1 

2014 3758453,5 13019,4 54539,66558 12440 1 

 58406697 231282,4 1089689,135 191401 10 

 



APPENDIX 2 
 
Multicollinearity 

 
Variance Inflation Factors  

Date: 01/24/17   Time: 07:21  

Sample: 1984 2014  

Included observations: 30  
    
     Coefficient Uncentered Centered 

Variable Variance VIF VIF 
    
    DFDIMANUFACTURE  69.26770  1.033571  1.027659 

DUSAGDP  7.45E-14  4.076038  1.179585 

DER  1784.638  1.290447  1.153631 

DDUMMY_QUOTA  6.07E+10  1.081736  1.045678 

C  6.57E+09  3.509023  NA 
    
    

 

APPENDIX 3  
Heteroskedasticity Test: White  

     
     F-statistic 1.145626     Prob. F(4,26) 0.3573 

Obs*R-squared 4.645063     Prob. Chi-Square(4) 0.3257 

Scaled explained SS 7.049044     Prob. Chi-Square(4) 0.1333 
     
          

Test Equation:    

Dependent Variable: RESID^2   

Method: Least Squares   

Date: 01/23/17   Time: 17:42   

Sample: 1984 2014   

Included observations: 31   
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 2.40E+09 8.14E+10 0.029441 0.9767 

FDIMANUFACTURE^2 -40.46979 104.6437 -0.386739 0.7021 

USAGDP^2 2.71E-16 1.17E-15 0.231031 0.8191 

ER^2 -113.9378 1036.965 -0.109876 0.9134 

DUMMY_QUOTA^2 5.18E+10 6.92E+10 0.748370 0.4610 
     
     R-squared 0.149841     Mean dependent var 4.27E+10 

Adjusted R-squared 0.019047     S.D. dependent var 9.01E+10 

S.E. of regression 8.92E+10     Akaike info criterion 53.41296 

Sum squared resid 2.07E+23     Schwarz criterion 53.64425 

Log likelihood -822.9009     Hannan-Quinn criter. 53.48836 

F-statistic 1.145626     Durbin-Watson stat 2.181359 

Prob(F-statistic) 0.357290    
     
     

 
 
 
 
 
 
 
 
 
  



APPENDIX 4 
Breusch-Godfrey Serial Correlation LM Test: 

     
     F-statistic 1.238368     Prob. F(2,24) 0.3077 

Obs*R-squared 2.899860     Prob. Chi-Square(2) 0.2346 
     
          

Test Equation:    

Dependent Variable: RESID   

Method: Least Squares   

Date: 01/23/17   Time: 17:45   

Sample: 1984 2014ss   

Included observations: 31   

Presample missing value lagged residuals set to zero. 
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     FDIMANUFACTURE -0.875424 7.767327 -0.112706 0.9112 

USAGDP 7.95E-09 8.17E-08 0.097254 0.9233 

ER -3.570954 41.91722 -0.085191 0.9328 

DUMMY_QUOTA -20711.40 177214.0 -0.116872 0.9079 

C -52447.24 574657.3 -0.091267 0.9280 

RESID(-1) 0.325568 0.207452 1.569367 0.1297 

RESID(-2) -0.076613 0.214993 -0.356354 0.7247 
     
     R-squared 0.093544     Mean dependent var -3.80E-10 

Adjusted R-squared -0.133070     S.D. dependent var 209944.9 

S.E. of regression 223477.5     Akaike info criterion 27.66769 

Sum squared resid 1.20E+12     Schwarz criterion 27.99149 

Log likelihood -421.8492     Hannan-Quinn criter. 27.77324 

F-statistic 0.412789     Durbin-Watson stat 1.965005 

Prob(F-statistic) 0.863185    
     

 

APPENDIX 5 

NORMALITY TEST 
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Series: Residuals

Sample 1984 2014

Observations 31

Mean      -3.80e-10

Median  -1480.659

Maximum  614582.2

Minimum -589882.0

Std. Dev.   209944.9

Skewness   0.308052

Kurtosis   5.314648

Jarque-Bera  7.410522

Probability  0.024594

 


