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MOTTO

“Don't let the darkness stop you from walking”

-R.A. Kartini

“Believe in your dreams and hard work, because it will take you further than
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-Oprah Winfrey

There is something you should remember:
"you have to be happy"
And whatever happens:
"You must keep the spirit alive"

-Alvi Syahrin
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ABSTRACT

Pertumbuhan ekonomi merupakan indikator utama yang menggambarkan
tingkat kemajuan dan kesejahteraan suatu wilayah. Pulau Jawa, sebagai pusat
aktivitas ekonomi nasional dan kontributor terbesar terhadap Produk Domestik
Bruto Indonesia, memiliki peranan strategis dalam menjaga stabilitas ekonomi
nasional. Dinamika perekonomian global, termasuk pandemi COVID-19, fluktuasi
harga komoditas, serta perubahan kondisi makroekonomi domestik, menuntut
analisis yang komprehensif terhadap faktor-faktor yang memengaruhi pertumbuhan
ekonomi di wilayah ini. Penelitian ini bertujuan untuk menguji pengaruh inflasi,
ekspor, impor, dan nilai tukar terhadap pertumbuhan ekonomi di Indonesia pada
periode 2014-2023. Metode penelitian yang digunakan adalah metode kuantitatif
analisis regresi data panel dengan pendekatan Fixed Effect Model (FEM),
berdasarkan data sekunder yang diperoleh dari Badan Pusat Statistik dan publikasi
resmi terkait. PDRB digunakan sebagai indikator pertumbuhan ekonomi, sedangkan
variabel independen terdiri dari tingkat inflasi, nilai ekspor, nilai impor, dan nilai
tukar. Hasil penelitian menunjukkan bahwa keempat variabel makroekonomi
tersebut berpengaruh yang beragam terhadap pertumbuhan ekonomi dan tingkat
pengaruh yang berbeda-beda. Inflasi memiliki pengaruh negatif dan tidak
signifikan. Impor cenderung memperlihatkan kontribusi positif terhadap
peningkatan aktivitas ekonomi, sementara ekspor dan nilai tukar menunjukkan
hubungan yang positif dan signifikan terhadap kondisi perdagangan internasional.
Temuan ini menegaskan pentingnya perumusan kebijakan ekonomi yang adaptif,
berbasis data, dan berorientasi pada penguatan stabilitas makroekonomi guna
mendukung pertumbuhan ekonomi berkelanjutan di Indonesia. Selain itu, penelitian
ini memberikan implikasi bagi pemerintah daerah dan nasional dalam merumuskan
strategi pembangunan yang lebih inklusif dan responsif terhadap dinamika global
maupun domestik.

Kata Kunci: Ekspor, Impor, Inflasi, Nilai Tukar, Pertumbuhan Ekonomi.
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ABSTRACT

Economic growth is a key indicator that reflects the level of progress and
prosperity of a region. Java, as the center of national economic activity and the
largest contributor to Indonesia's Gross Domestic Product, plays a strategic role
in maintaining national economic stability. Global economic dynamics, including
the COVID-19 pandemic, commodity price fluctuations, and changes in domestic
macroeconomic conditions, require a comprehensive analysis of the factors
influencing economic growth in this region. This study aims to examine the
effects of inflation, exports, imports, and the exchange rate on economic growth
in Indonesia during the 2014-2023 period. The research method used is a
quantitative panel data regression analysis with a Fixed Effect Model (FEM)
approach, based on secondary data obtained from the Central Bureau of
Statistics and related official publications. GRDP is used as an indicator of
economic growth, while the independent variables consist of the inflation rate,
export value, import value, and the exchange rate. The results show that these
four macroeconomic variables have varying effects on economic growth and
varying degrees of influence. Inflation has a negative and insignificant effect.
Imports tend to show a positive contribution to increasing economic activity,
while exports and the exchange rate show a positive and significant relationship
to international trade conditions. These findings underscore the importance of
formulating adaptive, data-driven economic policies oriented toward
strengthening macroeconomic stability to support sustainable economic growth
in Indonesia. Furthermore, this research offers implications for regional and
national governments in formulating more inclusive development strategies that
are responsive to global and domestic dynamics.

Keywords: Economic Growth, Exchange Rate, Exports, Imports, and Inflation.
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CHAPTER 1
INTRODUCTION
A. Background

Economic growth is one of the main indicators in measuring a
country's economic progress. Economic growth is defined as the process of
increasing the production capacity of an economy which is reflected in an
increase in national income. Economic growth embodies an increase in
economic activity in various sectors, such as industry, services, trade,
agriculture, and others, which leads to an increase in national income (Novita,
2020). Indonesia's economic growth is generally measured using the Gross
Domestic Product (GDP) indicator for the National and Gross Regional
Domestic Product (GRDP) for the regions, which represents the total
economic output produced by all economic sectors in a certain period
(Primandari, 2023).

Indonesia, as the most populous country in Southeast Asia, has
enormous potential in terms of natural resources, labor, and a large domestic
market. However, despite this potential, Indonesia's economic growth has not
always lived up to expectations. Several factors can influence economic
growth rates, both internal and external, such as the global economic crisis
that has occurred in recent years, such as the COVID-19 pandemic. This has
had a significant impact on the Indonesian economy. Many economic sectors

have stalled, unemployment has increased, and purchasing power has



decreased (Asrinda & Setiawati, 2022).

Figure 1. 1 Economic Growth in Indonesia for the Period 2014-2023
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Indonesia has demonstrated progress in infrastructure development,
industrialization, and improvements in strategic economic sectors such as
manufacturing, trade, and services. This is evidenced by economic growth of
5.31% in 2022, the highest since 2014. This surge was due to several factors.
First, the highest growth was in the transportation and warehousing sector, at
19.87%, closely related to investment growth of 3.33%. On the expenditure
side, this was achieved by the component exports of goods and services
increased by 16.28%. On the demand side, imports grew by 14.75% (yoy),
driven by increased imports of capital goods and raw materials (Central

Statistics Agency, 2022). With all its potential and challenges, Indonesia's



economic growth requires more serious attention and management to achieve
long-term economic stability, improve public welfare, and reduce social and
economic disparities. Therefore, analyzing the factors influencing economic
growth in Indonesia is crucial for determining the direction of more effective
and inclusive economic policies in the future (Asrinda & Setiawati, 2022).
Economic growth reflects the economic activity of people in a region,
area, or country. The Central Statistics Agency (BPS) shows that the
Indonesian economy grew by 3.69% throughout 2021. Economic growth in
2021 was concentrated on the island of Java, which contributed more than
50% to the national economy, with a contribution of 57.89% as seen in the
table below. The economy on the island of Java is supported by
infrastructure, facilities, industry, and other facilities similar to those in the
nation's capital (Kusuma & Purnomo, 2024). One indicator used to determine
a region's economic growth is Gross Regional Domestic Product (GRDP),
both nationally, provincially, and per regency/city. Economic growth or
GRDP (Gross Regional Domestic Product) growth is one of the one very
important measure and indication for assessing the success of a region's
economic development according to its economy (Rindiyani, 2023).
According to Kisumawati (2021), the higher the economic growth, the higher
the likelihood of successful development and a strong economy in the

country.



Based on the figure above, it can be seen that Java Island is the center
of the Indonesian economy, with a consistent contribution in the range of 56-
60%. This contribution increased from 57.39% in 2014 to a peak of 60.05%
in 2017, before stabilizing at around 58% in the following period. A decline
in contribution occurred in 2021-2022 due to uneven economic recovery due
to the COVID-19 pandemic, but in 2023, growth the economy is showing
signs of improvement. This demonstrates Java's dominant role in the national
economic structure and reflects the dynamics of Indonesia's overall economic
growth.

According to the theory of economic growth developed by Robert
Solow and Trevor Swan using a Neo-Classical approach, a country's
economic growth is influenced by capital accumulation and technological
progress. In terms of capital accumulation, investment plays a crucial role in
increasing economic growth. Therefore, one way to increase economic
growth is to increase the capital stock through investment. Technological
progress can then be achieved through international trade (Amalia et al.,
2016).

With the projected decline in the global economy, this will also impact
economic growth in Indonesia. Inflation remains a concern for Indonesia,
which is still trying to revive its economy after the COVID-19 pandemic
(Nurhadi, 2024). The economic conditions in Indonesia significantly impact

economic growth due to the persistent occurrence of inflation over a period of



time. According to data obtained from the Central Statistics Agency and
Bank Indonesia, inflation in Indonesia has decreased from 2011 to 2022, as

shown below:

Figure 1. 2 Inflation Rates in Indonesia 2014-2023
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Based on the graph above, inflation on Java Island has been declining
over the past 10 years. From 2014 to 2023, inflation on Java Island has
declined. In 2020, inflation on Java Island fell to 2.2%, down from 2014
stood at 7%. In addition to fluctuating inflation rates, exports and imports are
also instruments driving economic growth in the current era of globalization.
Both play a crucial role in a country's economic activity (Saragih & Aslami,
2022).

Export is the activity of selling goods abroad, involving agreements

regarding payment, quality, quantity, and other terms of sale between the



exporter and importer (Harahap et al., 2020). As a primary source of income
for most developing countries, foreign exchange earned from exports can be
used to finance infrastructure development, public services, and various
social programs. Exports also expand the market for domestic products and
encourage increased production, leading to industrial growth and job creation.
Furthermore, export activities contribute to economic diversification by
spreading investment and business across various sectors, reducing the risk of
significant losses. Indonesia's exports are dominated by oil and gas and non-
oil and gas products, including industrial products such as paper, textiles,
apparel, fertilizers, as well as agricultural, forestry, and fishery products and
services (Arini et al., 2024).

In international trade activities, besides exports, imports play a crucial
role in supporting a country's economic growth. Imports are the purchase of
goods produced in other countries, enabling a country to meet its needs for
goods and services that cannot be efficiently produced domestically (Arini et
al.,, 2024). In addition to providing access to a wide range of products,
imports also play a role in technology transfer through high-tech capital
goods and raw materials that local industries can utilize to improve
production processes and operational efficiency. Increasing the quantity of
certain imported goods can even stimulate domestic production, for example,
when an industry imports raw materials to produce finished goods, thereby

increasing production capacity and output. Well-managed imports also help



maintain a balanced balance of payments, while strengthening the economy.
The domestic industrial base is being strengthened through the procurement
of capital goods. Strengthening this industry in the long term has the potential

to boost exports, thereby supporting economic growth (Arini et al., 2024).

Figure 1. 3 Export, and Import Rates in Indonesia 2014-2023
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Based on Figure 1.3, the development of exports and imports in
Indonesia tends to fluctuate. In 2020, exports decreased by 2.68% and
imports also decreased by 17.34% due to the COVID-19 pandemic, which
affected export and import activities for each affected country through
policies restricting entry and exit between countries. Then, exports increased
in 2021 by 41.92% and imports by 38.58%. Increases also occurred in 2022,

with exports increasing by 26% and imports increasing by 21%. Then, in



2023, exports decreased by 11.4% and imports decreased by 6.6%. The
highest growth in export and import values occurred in 2021. This policy,
which encourages increased exports and minimizes import barriers, can
increase the competitiveness of domestic products in the global market.
Furthermore, having a stable and competitive exchange rate is also important
for increasing exports and driving overall economic growth. Therefore, a
comprehensive study is needed to understand how these two elements affect a
country's economy.

The exchange rate, or rate, is the amount of domestic currency
required to acquire one unit of foreign currency and is on prices, interest
rates, the balance of payments, and the current account. According to
Mundell's Theory, there is a negative correlation between economic growth
and the exchange rate, where an increase in the exchange rate can reduce net
exports, ultimately suppressing production and economic growth (Nurajizah
et al., 2024). A country's economic condition also significantly influences the
stability of its exchange rate, so exchange rate stability is necessary to create
a conducive business climate. The exchange rate indicates the comparison of
the value of one currency with another, where appreciation means a decrease
in the exchange rate and depreciation means an increase in the exchange rate.
Exchange rates play a significant role in international trade because every
transaction requires currency exchange, so exchange rate fluctuations can

pose risks that must be properly managed. Furthermore, in a free exchange



rate system, currency movements tend to follow global and domestic
economic dynamics (Saputri et al., 2025).

The author chose the research period from 2014 to 2023 because
domestic and global economic changes caused by the COVID-19 pandemic
occurred during that time. A ten-year time span provides sufficient data
coverage to analyze long-term trends in the economic cycle. This decade-long
data allows researchers to observe more stable fluctuations and patterns
(Nurajizah et al., 2024).

There are several gaps between this study and previous research. First,
most studies on Indonesian economic growth use GDP as a proxy for
economic growth, as in the study by (Nurajizah et al., 2024). Found that the
exchange rate and inflation have a positive and significant effect on economic
growth. Meanwhile, (Simanungkalit, 2020) found that inflation has a positive
effect on economic growth. (Haryani & Azam, 2021) found that exports and
imports have a positive and significant effect on economic growth. (Nabillah
et al., 2024) found that exports have a positive but insignificant effect on
economic growth. The exchange rate has a significant effect on economic
growth. And inflation has a negative effect on economic growth. (Salim &
Purnamasari, 2021) and (Luhfiana et al., 2022) found that inflation has a
positive and significant effect on economic growth. Research focusing on
specific regions mostly produces positive results. Meanwhile, research in

Indonesia produces mixed results.



Second, many studies examining economic growth only focus on
specific provinces or regions, such as those conducted by (Tessalonika et al.,
2023), which found that inflation simultaneously had a significant effect on
economic growth in DKI Jakarta. (Megondaru & Indira, 2022), found that
inflation has a positive effect on economic growth on the island of Java.
Meanwhile, (Wahab, 2022) found that inflation had a positive but
insignificant effect on economic growth in South Sulawesi. Furthermore,
(Rahmatullah et al., 2022) found that inflation had a negative and
insignificant effect on economic growth in Makassar City.

Third, research diversity is lacking, and no study has examined a
sample of six provinces from 2013 to 2022. Previous research that sampled
six provinces in the same year was briefly used in the study by (Megondaru
& Indira, 2022), which only covered the years 2020-2021. Based on the
background above, the authors are interested in conducting this study,
entitled"The influence of macroeconomic variables on economic growth

in Indonesia for the period 2014-2023”

. Research question

Based on the background above, to find out how inflation, poverty
levels and unemployment affect economic growth, research was conducted
with the following questions:

1. How does inflation affect economic growth on Indonesia in the 2014-

10



2023 period?

2. How does export influence economic growth on Indonesia in the 2014-
2023 period?

3. How does import affect economic growth on Indonesia in the 2014-2023
period?

4. How does the exchange rate affect economic growth in Indonesia in the

2014-2023 period?

C. Research Objectives

Based on the problem formulation above that has been explained, the

objectives of this research are as follows:

1. To explain the influence of inflation on economic growth on Indonesia for
the period 2014-2023

2. To explain the impact of exports on economic growth on Indonesia for
the 2014-2023 period

3. To explain the influence of imports on economic growth in Indonesia for
the period 2014-2023

4. To explain the influence of exchange rates on economic growth in

Indonesia for the period 2014-2023

D. Benefits of Research

It is hoped that this research will provide benefits both practically and

academically, namely:

11



1. For Academics
It is hoped that the results of this study can be used as a reference in
conducting research related to inflation, human development index, and
unemployment.
2. For Authors
This research is expected to provide additional insight and
knowledge for researchers regarding the influence of inflation, poverty,
and unemployment on economic growth on the island of Java.
3. For Government Policy Makers
This research is expected to provide benefits to the government in

policy making.

E. Writing Systematics

The writing systematics used in this research are described in each
chapter as follows:

Chapter I Introduction, consisting of a background that explains a
brief explanation of economic growth and its variables, problem formulation,
research objectives, research benefits, and research systematics.

Chapter II theoretical basis and hypothesis development, contains
theories that support the relationship between variables and research objects.
This section also presents a literature review or research previous research

which is a reference for the author's research with previous research.

12



Chapter III research methods, contains an explanation of the method
or model to be used, the operational definition of each variable used, and the
data sources and analysis used.

Chapter IV discussion, contains descriptive statistical explanations,
data processing results and interpretations, as well as discussion explanations.

Chapter V closing, contains conclusions from the research results and

suggestions that can be used as a reference for the future.
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CHAPTERYV
CLOSING

A. Conclusion

Based on the results of research conducted using the approach fixed
effect model (FEM) and looking at the discussion that has been explained in
Chapter IV (discussion) with the variables of inflation, exports, imports, and
exchange rates (Rate) on economic growth in Indonesia for the period 2014-

2023. The following conclusions are obtained:

Inflation had a negative and significant impact on economic growth in
Java from 2014 to 2023. These results indicate that the proposed hypothesis
is accepted and supported. Therefore, when inflation rises, it tends to hinder
economic growth in Java. Conversely, when inflation decreases, it can

facilitate economic growth by increasing public purchasing power.

Exports have a positive and not significant impact on economic
growth in Java. Therefore, when exports increase, the potential for economic
growth increases. These results indicate that exports have a positive and
significant impact on economic growth. Strong economic growth is a crucial

factor in increasing export demand.

Imports have a positive and not significant impact on economic
growth. This indicates that the hypothesis that imports have a positive effect

on economic growth in Java is accepted or supported. This is because the
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lower the demand for imports, the greater the potential for economic growth.
These results indicate that imports have a positive effect on economic
growth. Strong economic growth is an important factor in reducing import

demand from other countries.

The exchange rate has a positive and significant effect on economic
growth. Consistent with the proposed hypothesis, the exchange rate has a
positive and significant effect on economic growth, which is accepted or
agreed upon. If the exchange rate rises, foreign goods become relatively
expensive, and customers switch to local products, thus increasing a country's
economic growth. Conversely, when the exchange rate falls, economic
growth declines because it increases demand from other countries,

automatically weakening a country's economic growth.

. Suggestions
Based on research conducted on economic growth in the province of
Indonesia for the period 2014-2023, researchers will provide suggestions that
need to be considered and taken into account, especially for academics and
further research of course in increasing economic growth, as follows:
1. The government as a policy maker in a state system must create policies
that can take many things into consideration in increasing economic
growth so that state income increases.

2. The authorized government is expected to provide clear policies or

79



regulations in order to maintain the stability of economic growth in a
country, such as maintaining stable inflation, improving human resources
in order to increase exports and reduce imports, and maintaining the
stability of the exchange rate.

Future researchers can consider this research as a reference and
evaluation material related to economic growth, especially the selection
of independent variables that can influence economic growth and before
continuing the research, it is hoped that they will have complete data to

be tested and for a long period of time.
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