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ABSTRACT

Name . Erizal Mahatama
Study Program . Master of Planning and Public Bolic
Title . Competitiveness of Indonesian Textile andexflle

Product: Pre and Post Removal of The Multifibre
Arrangement (MFA)

Export plays an important role as one of sourcendbnesian economic growth.
Textile and textile product is the largest of inufias product that contribute to the
economic growth. As one of the main exporter ofilextnd textile product in the
world, removal of the MFA should positively affeitte Indonesian textile and
textile product export. Therefore, the objectivé$hés research are to measure the
competitiveness of Indonesian textile and textriedpcts export and to compare
the competitiveness of another main competitor. @odel that used to measure
the competitiveness of a country's exports relatov&ompeting countries is a
Constant Market Share (CMS) analysis. Both of HS5620d 620520, Indonesia
was able to enhance its competitiveness post rdnubvihe MFA in the world
market and U.S. market. On the other hand, th@faftcommodity composition
has been negative in the pre MFA period. This mayekplained because the
textiles and textiles product exports of Indondsiad to concentrate in product
groups (HS 2 digits or 4 digits). The factor of n&trilistribution seems to be the
main problem for the growth of Indonesian textilesl aextiles product exports.
This may be explained because the textile and l¢exiroducts exports of
Indonesia not distributed correctly to the centérdemand growth. Both of
HS6205 and HS 620520, China and ltaly has been coanpetitor for Indonesia
because they able to develop and maintained thmrpetitiveness of textile
products both pre and post removal of the MFA.

Keywords:
Indonesia, Textile and Textile Product, Competitiveness, Constant Market Share
(CMS) Analysis.
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ABSTRAKS

Nama . Erizal Mahatama
Program Studi . Magister Perencanaan dan Kebijkdoik
Judul . Daya Saing Tekstil dan Produk Tekstil Ineia: Pra dan

Pasca Penghapusan The Multifibre Arrangement (MFA)

Ekspor memainkan peranan yang penting sebagai satahsumber pendapatan
bagi perekonomian Indonesia. Tekstil dan produlstteladalah industri yang
berkontribusi sangat besar terhadap pertumbuhanoekio Sebagai salah satu
eksportir utama tekstil dan produk tekstil di dymanghapusan MFA seharusnya
member efek positif bagi ekspor tekstil dan prothkstil Indonesia. Oleh karena
itu, tujuan dari penelitian ini adalah untuk menguéaya saing ekspor tekstil dan
produk tekstil Indonesia dan untuk membandingkayadsaing pesaing utama
lainnya. Salah satu model yang digunakan untuk olamgdaya saing ekspor
suatu negara relatif terhadap negara-negara bgrsalalah analisisonstant
Market Share (CMS). Pada HS 6205 dan 620520,Indonesia mampungieatkan
daya saingnya di pasar dunia dan pasar AS pasgageumsan MFA. Di sisi lain,
faktor komposisi komoditi negatif pada periode ptBA. Hal ini karena ekspor
tekstil dan produk tekstil Indonesia cenderung desentrasi pada kelompok
produk (HS 2 digit atau 4 digit). Faktor distribysasar tampaknya menjadi
masalah utama bagi pertumbuhan ekspor tekstil dzdup tekstil Indonesia. Hal
ini dapat dijelaskan karena ekspor tekstil dan pkotekstil Indonesia tidak
terdistribusikan dengan tepat ke pusat pertumbyteamintaan. Pada HS 6205
dan HS 620520, Cina dan Italia merupakan pesaingautzgi Indonesia Karena
kedua negara tersebut telah mampu mengembangkamelapertahankan daya
saing produk tekstil, baik pra dan pasca penghapMsaA.

Kata kunci:
Indonesia, Tekstil dan Produk Tekstil, Daya Saing, Constant Market Share (CMS)
Analysis.
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CHAPTER 1
INTRODUCTION

1.1. Background

Export plays an important role as one of sourcéndbnesian economic
growth. As the second largest source of Indonestamomic growth after private
consumption, share of export for economic growth ihnaeeased from 46.8% in
2006 to 47.4% in 2007. Moreover, as the enginecohemic growth, export has
the role to create employment and to increase matimcome (Josko, 2008).
From the table below, textile and textile produst the largest of industrial
product that contribute to the economic growth. Mabf textile has increased
from 7,606.1 million dollar in 2004 to 9,959.2 i0GB. This proves that textiles
industry shown a positive growth and become a madgtustry in the non oil
sector.

Table 1.1 Summary of export value development dé@gtrial products

(Millions US$)
Description of Goods

Period| Plywood and othe | Textile and | Iron and Paper ani

manufacturers Garment Steel Paper Produc
2004 2,800.7 7,606.1 823.9 2,181.7
2005 2,711.7 8,552.9 939.2 2,277.7
2006 2,855.7 9,374.5 1,626.d 2,801.7
2007 2,556.4 9,698.9 1,598.7 3,317.1
2008 2,333.7 9,959.2 2,200.5 3,727.6

Sources: Trade Statistic, 2009

Currently, to accomplish the mandate and functitims Ministry of Trade
(MOT) has developed a road map for increasing exgiotD main commodities,
10 potential commodities and 3 services. Textile taxtile products become one
of main commodities which are included in the roaaprof Ministry of Trade.

Textile and textile products have been a main itrigius Indonesia for a

long time as the type of industry that employedagtabor force. Since the policy
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of export orientation, this industry has been agvforce in Indonesian exports. It
is a major source of foreign exchange for the aguamid thus plays a vital role in
foreign trade and economic development of Indondiskeas a completed cycle of
production process starting from producing fib@ineing, weaving, knitting, and

dyeing and making garment which causes the industgreate employment for
1.19 million people and generate income in foragrrency of more than US$ 5
billion a year since 1997. In 2006, these industgtributed 11.7 per cent of the
total export, 20.2 per cent of share surplus iddraand 3.8 per cent to GDP
Indonesia. The exports value of textile and textileducts is US$ 9,457 million

in 2006, increased by 9.9 % from 2005.

The textile and textile products industry is oftefierred to as a ‘sunset
industry’. But in reality, trade of textile in theorld from 1980 until 2006 is
continuously increasing (see in figure 1.1). Se ffict is quite contrary, textile
industry is an ‘evergreen industry’ because itnsraustry that will last as long as

there is a need for clothing (Ariza, 2008).

600
|

500+

400 {

value 300 O textile products

@ textiles

200

100+

04

1980 1990 1995 2000 2003 2004 2005 2006
year

Source: Roadmap Indonesia Textile Industry, 2007

Figure 1.1 Trade of textiles and textile produatshe world, 1980-2006
(Billions US$)

Indonesian exports of textile and textile produate still dominated by
main destination countries such as the USA, Europdaion, and Japan.
Therefore, the development of trade of Indoneseiile and textile products

cannot be separated from the development that @xtur that region. View from
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export volume of Indonesian textile and textile garots seem that the market is
the USA as the biggest market for Indonesian teatilé textile products. In 2005
export volume of Indonesian textile and textile guot to USA approximately
28%. While the European Union amounting to 13.8% Jaykhn approximately
12.4% of total exports of Indonesian textile ancktitle product. Overall,
contribution of textile products and textiles ofltmesia exports is still significant
result from 1975 to 2005 (see in figure 1.2).

|

2005 |
2003 |
2001
1999 |
1997 |
1995 |
1993 |
1991
1989 |
1987 |
1985 |
1983 |
1981 |
1979 |
1977 |
1975 |

nllllll\
]
TR

i

S BN

]

il
&

7( (\

v/ \

<%
)a

0 1000 2000 3000 4000 5000 6000 7000 8000 9000 10000

Source: Ministry of Trade, 2007

Figure 1.2  Exports of Indonesian textile and textroducts, 1975-2006
(Millions US$)

As known that from January 1, 2005, The World Tradganization
(WTO) had removed the Multifibore Arrangement (MFAyhich trade of textile
and textile product that used quotas in the worédket, has launched a new era
of textile and textile product trade. Rules basedh® Agreement on Textile and
Clothing (ATC) which has been agreed since 1995. If@efrom the background
of issuing trade quota of textile and textile prodapplicable since 1974, the
textile industry as labor intensive industry in d®ping countries need to be
given special treatment as a quota to export teldped countries because the
industry has played an important role for develgpicountry economies,
including Indonesia.
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One of the most striking consequences of removah®fMFA on textile
and textile products trade in 2005 is that retailend designer companies from
major importing markets (USA, EU, and Japan) or elsgelare now freer to
source textile and textile product orders from ¢heapest suppliers anywhere in
the world be it small economies like Nicaragua, Badgsh, Nepal, Sri Lanka, or
large producing giants like China, India, Pakistand Indonesia (Foreign
Investment Advisory Service, 2006).

This condition causes a significant shift occuriredhe structure of the
textile and textile product producers of the wolildpreviously, most of textile
and textile product originating from developed doi@s, since 1990, the value of
exports from developing countries has exceedeceport value of developed
countries. Currently, exports from developing coiest reach 58% of the total
world production of textile and textile productsherl destination markets of the
world trade of textile and textile product are atdmnging. Although the market
in developed countries still dominates world texaled textile product imports,
imports in developing countries also experiencephifcant changes. Currently
more than 32% import demand of textile and texgiteduct originating from
developing countries, increase significantly from%® in early 1960 (Foreign
Trade Research Center Report, 2006).

Based on the explanation above, as one of the exgiarter of textile and
textile product in the world, removal of the MFA sid positively affect the
Indonesian textile and textile product export. Hfere this research is needed to
see the competitiveness of Indonesian textile axtileé products pre and post
removal of the MFA as well as to see the competitgsnof the others

competitor.

1.2. Research Objective

The objectives of this research are:

1. To measure the competitiveness of Indonesian ¢exiid textile products
export in the world market and main export desiimatountry in term of pre
and post removal of the MFA.

2. To compare the competitiveness of another main etitop of textile and

textile product in term of pre and post removaihaf MFA.
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1.3. Scope of the Research

The research coverage some important issues,lag/fol

1. The research covers Indonesia’s export activityeitile and textile product
with market that being analyzed is world market B¥&A market. This market
has chosen by consideration that USA as main exiestination countries for
Indonesia exports of textile and textile product.

2. The research will focus on textile and textile prcdihat have HS in 6205 and
HS 620530, namely Men’s or Boys’ Shirt and Men'Bays’ Shirt of cotton.
This commodity has chosen because it has the Wigdesme of total of
Indonesian textile and textile product export © WSA market;

3. The nine competitor countries are China, Hong Kdndia, Italy, Malaysia,
Mexico, Philippines, Taiwan, and Turkey. Those caestare consisted of the
main competitor countries of Indonesia’s textiled aextile product exports
from 2000 to 2008; and

4. Constant Market Share (CMS) analysis is used tcsareaand to compare the
competitiveness between Indonesia relative to ncaimpetitor countries of
textile and textile product. This research is usegondary data derived from
the Central Bureau of Statistics and World Intezplatrade Solution (WITS).
Analysis period covers the year 2000 to 2008, whatér divided into 2 (two)
sub-periods. The first period is from year 2002@94 and the second period
is from 2006 to 2008. The division is based ontihee period pre and post

removal of the MFA (Multi Fiber Arrangements).

1.4. Structure of the Thesis

In order to facilitate the understanding of thigdis, in this part, writer
gives an early brief description about the contér@ach chapter of the thesis.

Chapter 1 is an introduction chapter. It will disswbout background of
the research which explain about the recent comddfaesearch object, objective
of the research, scope of the research, and steuctuhesis.

Chapter 2 is a theoretical background. This chaptersists of several
theories which related to the research. The thearsed in this research include
international trade theories and the previous engistudy which related to the

topics in this thesis.
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Chapter 3 consists of Indonesia’s and world texditel textile product
profile. This chapter contain of general descripioabout the condition of
Indonesia’s and world textile and textile prodyateduction and trade. This part
consists of the Indonesia textile and textile priguproduction, market and
Indonesia export. Moreover, this chapter describesworld textile and textile
products production and trade. In addition, the tMisiber Arrangement (MFA)
also included.

Chapter 4 is a research methodology. This chaptedescribe about how
the problem being analyzed. This chapter consistdata source and analysis
method.

Chapter 5 is a result and analysis. In this chaptater not only analyzes
the data by using available method in Chapter 4ataa will describe and discuss
the result in order to achieve the objective ofrémearch.

Chapter 6 is conclusion and recommendation. Thegpten consists of the
conclusion based on the analysis on Chapter 5mme@mdation which can be
used as an input for policy makers and also suigge&ir other researchers in the

future.
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CHAPTER 2
THEORETICAL BACKGROUND

2.1. International Trade Theory
In this section, we describe international tradeompenamely Absolute
Advantage, Comparative Advantage, atetkcher-Ohlin (H-O) Model.

2.1.1 Absolute Advantage Theory

The international trade has many theories. Adam tiSnaibsolute
superiority theory is known as the original theady international trade. The
theory thinks that a Country will export the commigdiwhere Country had
relative absolute superiority against their tradetrer. On the other hand, the
Country will import the commodity that had the supety absolute (absolute
disadvantage). It means that the Country would speeito the product that had
the superiority absolute to be exchanged with timarnodity that did not have the
superiority absolute. With that process, the aliocaof resources could be
carried out more efficient and the two countriespatitwill be increase, so the
consumption level to that product will be increa8ecountry has an absolute
advantage in a production of a good if it has a fowet labor requirement than
the foreign country in this good.

The main problem from the absolute superiority tiidoom Adam Smith
was that the international trade between two couwmnwidy happened if both of
them got the benefit from the foreign trade and tbnly happened if both
countries have different absolute superiority. Egample, in the world only had
two countries (that is Indonesia and Japan) andkinds of thing (A and B). If
Indonesia had the superiority absolute from Jamarntife A and B, that mean
Indonesia exported the two kinds of thing, thentthde will not happen because
only Indonesia got the benefit from the foreigrd@aTherefore, it theory is fixed

by comparative advantage theory.
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2.1.2 Comparative Advantage Theory

The Richardian model which construct by David ricardocuses on
comparative advantage and is perhaps the most famgaroncept in international
trade theory. A country has a comparative advaniageoducing a good if the
opportunity cost of producing that good in termsotiier goods is lower in that
country than it is in other countries. The theofhth® comparative superiority by

David Ricardo could be regarded as a criticism anthe same time finishing

efforts/ improve towards the theory of the supéyoabsolute. David Ricardo

thinks if a Country able to did not have the supdly absolute to all the
production things but the relevant Country coulga@x the commodity that had
the smallest weakness absolute (comparative ady@ntand imported the
commodity that had the biggest weakness absolutegamtive disadvantage) in

a sense that the trade between two countries enferggpectively the Country

had the smallest cost relative for the differemdsi of thing. In a Ricardian

model, countries specialize in producing what tipegduce best. Unlike other
models, the Ricardian framework predicts that coestwill fully specialize
instead of producing a broad array of goods. Alse,Ricardian model does not
directly consider factor endowments, such as thativel amounts of labor and
capital within a country. In this model, labor i®tbnly factor of production and
countries differ only in the productivity of labor different industries.

Both of absolute and comparative advantages aifedes in classical
theory with some assumptions of:

a. Two goods two states, it means that comparative aadganis analyzed
because of the relation of two states;

b. Labor value, it means that labor factor is necgsbacause of mobility and
capital became unnecessary thing, so labor willehaaportant role in
determining cost production.

Perfect competition in the goods and labor market.

d. There is no change in technology.

2.1.3 Heckscher-Ohlin (H-O) M odel
The Heckscher-Ohlin model is model of internatiot@de and was

developed by two economists, Eli Heckscher and Béitiin. Heckscher was a
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Swedish economist and he developed the essentialseofactor endowment
theory of international trade. As Heckscher's studéphlin developed and
elaborated the factor endowment theory. The theaily bn Ricardo’s theory of
comparative advantage and predicts patterns of @ad production based on the
factor endowments of a trading region. The Hecks@tdin model essentially
states that countries that have a comparative salyarin goods for which the
resources are abundantly available. Relative endomemef the factors of
production determine a country’s comparative adagat This is because the
prices of goods are ultimately determined by theggrof their inputs. Goods that
require locally abundant inputs will be cheapeptoduce than those goods that
require inputs that are locally scarce. For instagapital rich countries will have
a comparative advantage in capital-intensive gooahijle labor-abundant
countries will hold a comparative advantage in labtnsive goods. Trading
countries will export products that utilize theirualdant factors of production and
import products that utilize the countries’ scafaetors (Leamer, 1995; Ohlin,
1933).

According to the H-O model the country exports th@e®ds which
intensively uses its abundant factor and imporsehgoods which are intensive
in its scarce factor. As the theorem said:

“ A nation will export the commodity whose producti@guires the intensive use
of the nation’s relative abundant and cheap faetml import the commodity
whose production requires the intensive use ofndit@n’s relatively scarce and

expansive factor” (Salvatore, 2004:125).

2.2. Partial Equilibrium Analysisof a Tariff

The partial equilibrium analysis of a tariff is micgppropriate when a
small nation imposes a tariff on imports competwmith the output of a small
domestic industry. Then the tariff will affect rest world price (because the

nation is small) nor the rest of the economy (bsedhe industry is small).
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Figure 2.1. Partial equilibrium effects of a tariff

The partial equilibrium effects of a tariff can aealyzed with figure 2.1,
in which Dx is the demand curve and Sx is the supplye of commodity X in
Nation 2. The same type of analysis for Nation lefs as an end of chapter
problem. Nation 2 is now assumed to be small and swustry X. In the absence
of trade, the intersection of Dx and Sx defines ldguim point E, at which 30X
is demanded and supplied at Px = $3 in Nation 2h\Wée trade at the world
price of Px = $1, Nation 2 will consume 70X (AB), which 10X (AC) is
produced domestically and the remainder of 60X (iSBnported. The horizontal
dashed line Sf represents the infinitely elastee ftrade foreign supply curve of
commodity X to Nation 2.

If Nation 2 now imposes a 100 percent ad valoreiiff t@m the import of
commodity X, Px in Nation 2 will rise to $2. At Px$2, Nation 2 will consume
50X (GH), of which 20 (GJ) is produced domesticaltyg dhe remainder of 30X
(JH) is imported. The horizontal dashed line Sf +epresents the new tariff
inclusive foreign supply curve of commodity X to Nati 2. Thus, the
consumption effect of a tariff (i.e., the reductiordomestic consumption) equals
20X (BN); the production effect (i.e., the expansioh domestic production
resulting from the tariff) equals 10X (CM); the dea effect (i.e., the decline in
imports) equals 30X (BN + CM); and the revenue effée., the revenue
collected by government) equals $30 ($1 on eatheo$30 imported, or MJHN).
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Note that for the same $1 increase in Px in Natias 2 result of tariff, the
more elastic and flatter Dx is, the greater is thiesamption effect. Similarly, the
more elastic Dx and Sx are in Nation 2, the greiaténe trade effect of the tariff
(i.e., the greater is the reduction in Nation 2'paris of commodity X) and the

smaller is the revenue effect of the tariff.

2.3. Import Quota

A quota is the most important nontariff barrieridta direct quantitative
restriction on the amount of commodity allowed toilmported or exported. In
this section, we examine import quota. An imporbtguis examined in this
section with the same type of partial equilibriunalgsis used in figure 2.1 to
analyzed the effect of import tariff. The similé& between import quota and the

equivalent import tariff are also noted.

Px (S)

‘ Sx
e
g :
~EN
. o S
25 G J. —~ H
2 G L H K
LA C. M N T B
. D'x
Dx
0 1o 20 25 30 10 s055 &5 79 ¥

Source: International Economics, Salvatof9(2

Figure 2.2. Partial equilibrium effects of an impguota

Import quota can be used to protect domestic imgutst protect domestic
agriculture, and/or for balance of payment readomport quotas were very
common in Western Europe immediately after WorldrWaSince then import
guota have been used by practically all industriations to protect their
agriculture and by developing nations to stimulateport substitution of

manufactured products and for balance of paymeaisons.
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The partial equilibrium effects of an import qua@n be illustrated with
figure 2.1. In this figure Dx is the demand curve iS the supply curve of
commodity X for the nation. With free trade at therl@rice of Px = $1, the
nation consume 70X (AB), of which 10X (AC) is proddadomestically and the
remainder of 60X (CB) is imported. An import quota3®X (JH) would raise the
domestic price of X to Px = $2, exactly as with J#cent ad valorem import
tariff on commodity X (see Figure 2.1). The reagothat only at Px = $2 does
the quantity demanded of 50X (GH) equal the 20X (Gdppced domestically
plus the 30X (JH) allowed by import quota. Thus, comstion is reduced by 20X
(BN) and domestic production is increase by 10X jGdth an import quota of
30X (JH), exactly as with 100 percent import tariff. the government also
auctioned off import licenses to the highest biddea competitive market, the
revenue effect would be $30 ($1 on each of the 30@import quota), given by
area JHNM. Then the import quota of 30X would be eajent in every respect to
an “implicit” 100 percent import tariff.

With an upward shift of Dx to D’x, the given importaia of 30X (J'H")
would result in the domestic price of X rising te £ $2.50, domestic production
rising to 25X (G'J’), and domestic consumption rgsifrom from 50X to 55X
(G'H"). On the other hand, with the given 100 percemport tariff (in the face of
the shift from Dx to D’x), the price of X would remaunchanged at Px = $2 and
so would domestic production at 20X (GJ), but domestnsumption would rise
to 65X (GK) and import to 45X (JK).

2.4. Previous Study

Wawan Juswanto and Puji Mulyanti (2003) have dongeaech on
Indonesia’'s Manufactured Exports: A Constant Markaares AnalysisThis
research tries to investigate Indonesia’'s manufkdtiexport growth. More
specifically this study strives to answer the fafilog research questions: to what
extent do factor determinants affect Indonesia sufactured export growth?

They used a decomposition method called constankenahare (CMS)
analysis. It is a method to examine a country sogxgrowth. The method
basically was built from the assumption that a coustexports may succeed

(fail) to grow as rapidly as the world average farethreasons: (1) exports may
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concentrate in commodities in which the demand Bwagrg relatively fast
(slowly); (2) exports may be going to relativelyogiing (stagnant) regions; (3)
the country in question may have been able (unablepmpete effectively with
other sources of supply (Leamer and Stern 1970).thEemoassumption of the
method is that a country’s export share in the wonlarket should remain
unchanged over time. The differences between theregrowth, implied by this
constant-share norm, and the actual export growtsssimed to be caused by

competitiveness, commodity-composition and markstridution effects.

Following notations are used:

V. : Value of A’s exports of commaodity i in period 1

Voo Value of A’s exports of commodity i in period 2

V.j : Value of A’s exports to country j in period 1

V’.j : Value of A’s export to country j in period 2

Vij : Value of A’s export of commodity i to country j period 1

r : Percentage increase in total world exports fpemod 1 to period 2

r : Percentage increase in world export of commadditym period 1 to
period 2

r : Percentage increase in world export of commaddibycountry j from

period 1 to period 2

And it can be aggregated to:
V. =V.=ZigjrV +Zij(V .-V -rV)
ij i 1) 1 /]

=X (r—r+ r—r+ rij) Vij +2iXj (V' i Vij - rijvij)
=XiYj (rVij - rViJ_ + riVij - riVij + r”_Vij) + 30 (V' i Vij - rijV”_)
=XiYj rV”_ +ZiYj (ri - ) Vij +ZiYj (rij - ri) V”_ +ZiXj (V' i V”_ - r”_Vij)
=2 rv. +2i (ri— r) V. + 203 (rij - ri) Vij +ZiXj (V' i Vij - rijvij)
=(rv..) +Zi (ri o)) Vo o+ YiXj (rij - ri) Vij +ZiXj (V' i Vij - rijvij)

1) 2) 3) (4)
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CMS analysis shows that the commodity compositioa main problem
for Indonesia’s manufactured exports growth singenitpact on growth has been
negative throughout the period. This problem may Hdezause Indonesia’s
manufactured exports concentrates too much in S6T@nd 8, which have
relatively slow growing world demand. On the othendhathe share of SITC 7,
product groups that have relatively fast growingld:alemand, is relatively small
in Indonesia. The markets for the Indonesia’s mactufed exports are
concentrated in Japan, US, NIE, and ASEAN countriegshéligh the share of
those markets declined in total in recent yearsy ttill absorb more than 50
percent of the Indonesian manufactured exports.

Abdul Somad (2008) have done the researchAamlisa Daya Saing
Ekspor TPT (Tekstil dan Tekstil Produk) Indonesi&akar Dunia.This research
tries to measure competitiveness of Indonesianléeanhd textile product in the
global market. He used a method called constankehahare analysis (CMSA).
Following formula is used:

E,-E. (g —8)E 22(33 —g,-)E(f_l}{,- Zz(fmf;‘ ~ Ly =& y)
O "D _ 5 I 4
&
Eey Eiy Eiy Eg
Description:
g Standard Growth
2Ag; _g)E(r-n;'

Commodity Composition Effect

E

(-1
T

2208y —8:1)E ¢y Market Distribution Effect

i J
Eqy
22(E .. —F, . —e. F ..
:-_T(' o1 ~Eovg =8y Competitiveness

E

(1)

The result of this research is during the year 220@6 Indonesian textile
exports growth up and down, in the year 2002-2004 éxport growth of
Indonesia's textile and textile product below thewgh of world textile exports.
This is due quotas, because the existence of quio@dsnesia cannot do textile
and textile product export quota exceeds the gpemod. While in 2005-2006
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growth in textile export growth in Indonesia ovexxtile and textile product
exports the world. This is caused by the removafjudtas, so that textile and
textile product of Indonesia may export more withaay restrictions quotas. In
the aspect of product composition during 2002-200®, textile and textile
product of Indonesia has generated attention tméeels market demand. For the
aspect of distribution during the year 2002-2008¢tile and textile product
produced Indonesia had not exported to the impprtiountries that textile and
textile product has a positive import growth thatréflected in the numbers
negative marked distribution. In the aspect of cetiipeness during the years
2002-2006, the textile and textile product prodwéttndonesia produced in 2002
and 2004 have the competitiveness that weak inmbid market because of
negative value. But in 2003, 2005 and 2006 Ind@mesextile products have a
competitive enough strong, although still less tbter countries such as China.
Rohayati Suprihatini (2005)ave done the research Daya Saing Ekspor
The Indonesia di Pasar Dunidhis research tries to measure competitiveness of
Indonesian tea in the global market. She used &odetalled constant market

share analysis (CMSA). Following formula is used:

E,-Eg (g —Euy =28 8By T Euy — Loy —&Finy)
) - :g+ i + iJ + !
Ee Eep Ei Eey
Description:
g Standard Growth
e, —o)E, .. . .
;(” 8)E -y Commodity Composition Effect
Eqy
2218y —81)E¢y Market Distribution Effect
i
E,

(-1
Z2(Ey —Eqny =8y Ee-ny)

7 §rEy Competitiveness

E

(1)

The result of this research is Indonesia tea exgianvth far below the
growth of world exports of tea and even experienoedative growth. That

conditions due to (1) the compositions of tea potslexported by Indonesia does
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not follow market demand which reflected by the cardity composition of tea
Indonesia marked negative (-0.032); (2) Indonegeanexport not directed to the
main tea importing countries that have high teaarngrowth which reflected by
the distribution of marked negative (-0045); angi(@lonesia tea competitiveness
in world markets is weak enough that reflected leyrttarked competition factor
negative (-0.211).

Irene Brambilla, Amit Khandelwal, Peter K Schott @Z) have done the
research on China’s Experience Under the Multifddeangement (MFA) and the
Agreement on Textile and Clothing (ATCThis paper provides evidence that
China faced relatively more stringent constraimislar U.S. apparel and textile
guotas than other countries. It exhibited the lsirdeaction of goods bound by
specific quotas and appears to have had the leadiifity in being able to adjust
them over time. Once MFA/ATC regime ended, China htadf
disproportionately and greatly expanded its preseincthe U.S. market. This
expansion came at the expense of other exportérsrrdnan domestic producers.
Between the end of 2001, when China entered the \\an@, 2005, when all
textile and clothing quotas were removed, Chin&ars of U.S. T&C imports
jumped from 10 to 33 percent. We show that as qumtasuccessive cohorts of
Chinese exports were relaxed, its export volumeesased relatively more than
other countries, and relatively more for productsose quotas appear most
binding.

Doris Yan Xia (2005)has done the research on Impacts of Multi-Fiber
Arrangement Removal on Global Textile and Cottond&rarhis study estimated
changes in textile/apparel trade and cotton trdthr the removal of the Multi-
Fiber Arrangement. An equilibrium displacement mofDM) was developed
and solved by incorporating self estimated pararsetender four different
scenarios. Five groups of countries were classd@zbrding to their international
trade status in textiles, apparel and cotton. Tigeseps were the United States,
EU, China, AO countries, and foreign cotton export€he first four groups were
the focuses of this study. The results were comgtistéh the impacts examined

by the qualitative framework on the basis of modatarnational trade theory.
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U.S. and EU countries’ domestic demand for texted apparel tends to
decrease after MFA quota elimination in both thertshan and long run under
different exogenous assumptions. Following the reahaf the MFA quota,
consumers in both the United States and EU benefited a lower price of
imported textile and apparel products. Lower prisgsiulated quantity imported
in the United States and EU countries, which suggettatd the international
market would gradually become a larger textiles apypharel supplier to these two
groups. The increase seen in the United Statesangesr lthan that in EU countries
because the trend in EU member countries to tradeinvEU is expected to
strengthen due to reduced border protection anértnsportation costs. There
was no explicit difference in import demand ince=as the United States and EU
countries in all four scenarios, which indicatedatthU.S. competitiveness
supported by the U.S. farm program for cotton woodd induce a noticeable
impact on textile and apparel trade. As major texdihd apparel exporters, China
and AO countries will expand their textiles and appautput to meet the
increasing import demand from the United States &8ld countries.
Correspondingly, China and AO increased their denfanfoth U.S. cotton and
foreign cotton to meet the need of textile indestiexpansion.

Junichi Goto (1989) has done the research on THéfildie Arrangement
and Its Effects on Developing Countrid$ie MFA provides for bilateral quotas
against textile and clothing exports from develgptountries. Thus, although it is
administered under the auspices of GATT, the MFA gates two GATT
principles: nondiscrimination and the avoidancegjoéntitative restrictions. The
impact of the MFA on developing countries is examed in the article. Four
important short-term effects of the MFA on expagtateveloping countries are (a)
the forgoing of exports, (b) the transfer of quiaats, (c) the shift to unrestricted
exporters, and (d) the upgrading of products. le tbng term the MFA
discourages newcomers from becoming successful riexpoof textile and
clothing products. Although it also encourages fymanvestment in unrestricted
developing countries, in general the MFA is harntfulcurrent and potential
exporters of textiles and clothing in developingiies, and it benefits domestic

producers of textiles and clothing in the importindustrial countries.
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In order to measure the competitiveness of Indamegxtile and textile
products export in the world market and USA market amdcompare the
competitiveness of another main competitor of texdind textile product in term
of pre and post removal of the MFA. The researalssd formula of Constant
Market Share Analysis (CMSA) based on the previoudysabove and tries to
combine the facts that include in its previous gticdanswer the objectives of this

research.
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CHAPTER 3
INDONESIAN AND WORLD TEXTILE PROFILE

3.1. Indonesian Textile Profile

The textile industry in Indonesia, as is the casemiany developing
countries, has already a long standing traditiahiaramong the pioneering sector
in industrial manufacturing. The textile industrgnsists of a number of sub-
sectors like weaving, knitting, finishingpatik printing, spinning and man-made
fibre production. Usually the industry started wiitle production of consumer end
products like textile fabrics and knitted goodsd @fso garments and household
textile products. In Indonesia the weaving industan be divided into two broad
sectors, the modern power-driven machine sectortla@draditional hand-loom
sector. Wooden self-made hand-looms can be foumaaimy villages all over the
country, producing traditional clothes for daily aveor for ceremonies. In a later
stage the production process goes up-stream s&ptheing industry and the man-
made fiber industry. The Indonesian textile indusieveloped as an import-
substitution industry in the 1950 behind high petitsn walls.

For Indonesia, textile and textile products asnttan export products that
plays an important role in the economy. There ammes factors that make its
products become most important, one of the fadsottse role of its sector in term
of absorb labor in a great amount. In year 200&il¢éeand textiles products sector

absorb approximately 5.5 million labors (see iHd&hl).

Table 3.1 Labor in textile and textile product sec2002 - 2005
Definition 2002 2003 2004 2005
Industry (Direct) 1,182,212 1,182,271 1,184,079 1,176,183

Small Enterprises

(Direct) 635,210 584,786 668,372| 665,337
Undirected 3,634,884 3,535,314 3,704,902 3,683,040
Total 5,452,266 5,302,971 5,557,353 5,524,560

Source: API, 2006
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While if we look from contribution of textile andxie products to Gross

Domestic Product (GDP) during year 2005, net expod selling in domestic

reach approximately US $ 8.09 billion which is mear85% GDP in the same

year reach US$ 279.97 billion (see in table 3.2).

Table 3.2 Contribution of textile and textile pratito GDP, 2005

Definition Unit Value
Net Export US $ Billions 6.87
Domestic Selling Us s 1.22
Investment - -
Total us s 8.09
GDP Us$ 279.97
Share to GDP % 2.85

Source: API, 2006

Indonesia’s textile and textile product has dominaower in Southeast

Asia. In 2006, Indonesia was the number three égpatothing to the US, after

China and Mexico, but preceding Vietham and Indiathie EU import market,

Indonesia’s position is less remarkable (positiorthy as well for textiles as for

clothing). The international competitiveness of theéonesian textile and clothing

industry is mainly based on the following factors:

1. A strong well-integrated materials and accessorge® ljespecially in man-

made fiber items), which is considered as the s&sh@fter China;

A large installed production capacity;

3. Low labor cost, coupled with a long and refined itextradition (e.g. in

batik techniques and embroidery) and relatively tam-over rates in most

factories; and

4. The presence of a number of strong, globally-oedrextile and garment

group, which enjoy international buyer confidence.

The lack of the textile machinery part, resultingguality problems and

low productivity, is undoubtedly the textile sec®rmain weakness. The

economic crisis of 1998 had a destructive effectrmworth of the Indonesian

Competitiveness of Indonesian..., Erizal Mahatama, FE Ul, 2009.
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Rupiah and hence on investments in machinery. Hot@éouy raw materials in
US dollars at exchange rates up to IDR 18,000 pkargd many Indonesian textile
companies were no longer financially able to buy neachinery. Debt financing
was no alternative, as the interest rate was vegl Bnd the Indonesian bank
sector was reluctant to grant credits to a settr was known for a high degree
of non-performing loan risk and was considered tabsunset industry’. As a
result, since 2002, total investment value tendestagnate.

Due to the lack of new investments in machineryphesian textile and
clothing companies tend to have an obsolete, bighmary part that is

insufficiently used. Utilization of production capigds low, as table shows.

Table 3.3 Utilization of production capacity in imelonesian textile and garment
industry, 2005 (Thousand tons)

Items Fiber Spinning] Weaving/Knitting  Garments
Production capacity
1,077 2,397 1,777 1,166
(000 tons)
Actual production
752 1,623 963 665
(000 tons)
Utilization 69 % 67 % 54 % 57 %

Source: API, 2006

Like other textile exporting countries, Indonesiaoagain a advantage
from rising world consumption, the gradual relosatiand developed of textile
and especially garment production, capacities ofeldped countries and the
curtailing of Chinese exports by EU quotas (urté £nd of 2007) and US (until
the end of 2008) Indonesian exporters enjoy lowey dacess to the EU (since
2006) under a special treatment (since 1 July 26@6ause of the 2004 tsunami.
In 2007 Indonesia will have duty free access toABEAN countries, as well as
to Japan, for all textile and clothing items.

The main risk for the Indonesian textile and clothindustry, especially
for the small-scale companies which cater exclugitelthe domestic market, is
the illegal import of textile goods. The price bégal clothing (on which no duty

or no correct duty is paid) is reported on averigbe 30 % lower than that of
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locally made garments. According to API figures, 205 the situation of those
Indonesian companies whose main focus is on doeses of garments or other
textile products has dramatically worsened. In yteatr, the sum of domestic sales
212,000 tones and legal imports 76,000 tones was288,000 tones or 34 % of

Indonesian textile consumption.

3.2. World Textile Profile

World trade of textile and textile products is estted to be growing in
line with the continued growth of the total populati@Vorld textile consumption
in 2006 reached 65.2 kg per capita, in the yeaB28@stimated will reach 66.6
kg and in 2010 with the assumption that the popriadf the world reached 6.8
billion people, the consumption level of textilesastimated will grow to 68 kg
per capita. The growth is mainly driven by incregsoiemand of textile and
textile products from the United States, Europeaiokhjnand Japan. At the time
TPT world trade will reach U.S. $ 649 billion.

600

500

400
300
200
100 I
2000 2003

2004 2005 2006

1980 1950 1995
m Textile  m Textile Products

Source: Road Map Textile and Textile Prod2o97

Figure 3.1 Trade value of world textile and texgleduct, 1980-2006
(Billions US$)

Trade in textiles and textile products continuedriorease annually. In
1980 value of world textile trade as 40 billion ldoland continues to increase

until the year 2005 to 258 billion dollar. But ihet year 2006 decreased to 240
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billion dollar. While for textile products showed @&rcrease in the last 20 years.
This can be seen in the year 1980 the value of waalde in textile products is

only 50 billion dollar and then rose significantty291 billion dollar in 2006.

China & Hong Kong;
31%

EL;34%

USA; 4%

Korea; 3%

India; 3%

Turkey; 4%

ndonesia; 2%

Source: Road Map Textile and Textile PrtdR007

Figure 3.2 Share of world export of textile and itexproduct, 2006

From the picture above can be seen that the mauiupers of the world
for textiles and textile products are China/Hongngpo EU (internal trade),
Turkey, India, USA, Korea, Indonesia, and Mexico. iEl& main exporter with a
share of 34% followed by China/Hong Kong with a shafre81%. Meanwhile,
Turkey, India, USA, Korea, Indonesia, and Mexicoéétve world's export share
of 3-4%.

Meanwhile, world imports of textiles and textile poots have the main
markets like USA, EU, China/Hong Kong, Japan, MexiCanada, and Russia.
EU is the main importer with a share of imports #&#% of the total world
followed by the USA as the second largest imporfeRX. China and Hong
Kong is now a main importer in the world with a shaf 10%. While Japan has a
share of imports by 6% followed by Mexico, Canadad &kussia each have a

share of imports by 2%.
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Source: Road Map Textile and Textile Proda007

Figure 3.3 Share of world import of textile andtiiexproduct, 2006

The picture below shows that the trading positibrinolonesian Textile
and textile products in the USA market as the folatgest after China, Mexico,
and India. NAFTA states positions weakened due teelingnation of quotas, as
well as with Korea, Hong Kong, and Thailand. Volunfenaports of textiles and
textile products USA increased by an average 10%lewhdonesia's exports

raised an average of 10.67%.

China 27,067
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Indonesia
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Srilanka

0 5 10 15 20 25 30

Source: Road Map Textile and Textile Product,7200
Figure 3.4 Main producer in the USA market, 2006 [ibtils US$)
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Indonesian position in the EU's market in textidesl textile products is

stagnant, the position of the countries adjaceabd@oaphically) and hold strong.
Volume of EU’s imports of textiles and textile prads increased each year 2%,

while Indonesia’s exports raised an average o®3.08

China
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Banglacesh
Eomania
Hong Kong
Turisia
Vloracco
Paxistan
Indonesia
Bulgaria

Switzerland
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4117,93
3333,/
2319 65
2217,54
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1565,83
1208,15

1206,56

5000
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15000

Source: Road Map Textile and Textiled®iai, 2007

19799,€8

20000 25000

Figure 3.5 Main producer in the EU market, 2006 [ibtis US$)

Indonesian textile trade position in Japan was stagnant. While China's

position in this market continued to strengthemdBcts from Indonesia that can

compete in the Japanese market only just fabriclam@d. VVolume of imports of

textiles and textile products increased Japan eyeay an average of 1%, while

Indonesia's exports rose an average of 9.74%.
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Figure 3.6 Main producer in the Japan market, 2006ions US$)

3.3. MFA (Multi Fiber Arrangement) and ATC (Agreement on Textile and
Clothing)

MFA policies applied in 1974 until 1994. The natwk the policy is
unilateral, in which the importer can limit the nuenbof import to protect the
industry in his country felt threatened by importgdods. Countries that
implement a quota system under the MFA are the UiStates, European Union,
Austria, Canada, Finland, and Norway. This agreemeoludes wool and
synthetic fibers that still contain cotton.

Implementation of quotas on textile commoditiesiatty conflict with the
general preference for GATT import tariff insteadtod size and limit the number
of equal treatment for all countries as not all mtoes subject to quotas.
Determining the quota specified by the two countgescerned in accordance
with the MFA. In addition, this system should onlg hsed for (1) to protect
agricultural products, (2) maintain a balance amathBce of Payment (3) protect
the interests of the national economy (Yastuti,2200

Under the provisions of GATT / WTO, this agreemesteliminated
gradually in the next agreement. CharacteristicchefMFA quotas are: (1) the
impact of this policy of discrimination in some cdres and not to the exporter
country. (2) quota determined bilateral and doasapply. (3) Apply the quota is
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limited in the export, sale transferring from cayrtb country importer exporter.

(Hady, 2004).

In addition to gradually removing quotas, the AT@proved developing
countries’ access to developed-country marketscbglarating quota growth over
the four phases of quota removal. These changes g@rerned by what is
referred to as the ATC’s “growth on- growth” provisiand are summarized in
the third column of Table 3.4. At the beginningRifase I, existing quota growth
rates were accelerated 16 percent per year, wieewere accelerated by 25 and
27 percent in Phases Il and lll, respectively. Aegaty with a base quota growth
rate of 6 percent in 1994, for example, would grow.86 percent (0.06*1.25) per
year during Phase |, 8.7 percent (0.0696*1.25)year over Phase I, and 11.05
(0.087*1.27) percent per year during Phase lll. Atijy ATC is a transition
period of the quota system to the full liberalieati Key elements of the basis of
this agreement are:

1. The product which essentially includes yarn, fayrigarments, textile
products and the processed;

2. A program for the progressive integration of textnd textile products into
GATT 1994 rules;

3. A process of liberalization to increase the quotéhvimcreasing the annual
rate of growth in each stage;

4. A special safeguard mechanism to handle case®detatthe new threat or
serious damage to domestic producers-round trangeriod;

5. The supervisory body of a textile (textile monitayibody/TMB) supervise for
the implementation of the agreement and ensure that rules are
implemented in accordance with the provisions; and

6. Other provisions, including rules on circumventi@tiion against the quota,
the administration, the treatment of non-MFA resitons, and commitments
are in place under the WTO agreements and procedaé affect this sector
(Yastuti, 2004).
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Share of Export Increase in Number of HS
Phase Volume Integrated Quota Products
Growth Rate Integrated

Phase 1
(January 1, 1995 — 16 16 318
Dcsember 31,1997
Phase 2
(January 1, 1998 — 17 o5 755
December
31,2001)
Phase 3
(January 1,2002 —
December 31, LS g 753
2004)
Phase 4
(January 1,2005) e il 3,013

Notes: Table describes the four phases of the Ageae on Textiles and Quotas. First three
columns describe aspects of the Agreement that w@memon to all signatories. Final
column reports the integration of products as imaeted by the United States. Quota
growth acceleration was advanced one phase fortgesiiwith less than 1.2 percent of
the importing country's total quotas in 1991.

Source: OTEXA.
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CHAPTER 4
RESEARCH METHODOLOGY

In this chapter will be divided into steps and methdhat used in the
implementation of research. In general, Chaptecd¥sists of two sub-chapters,
namely: data and data sources and methods of &alys

4.1 Dataand Source

The data that used in this research is secondaty derived from the
Central Bureau of Statistics and World Integratedd& Solution (WITS) is the
data Commodity Trade Statistics Database (COMTRADBg data that derived
from the BPS is data export and import of Indonesextile and textile products
to the world countries in volume and value. While thata is derived from the
WITS is textile and textile products export datanirall countries in volume and
value in the form of an annual.

In this study used annual textile export data 8)(tnajor manufacturers,
namely: China, Hong Kong, India, Indonesia, Italy,ald§sia, Mexico,
Philippines, Taiwan, and Turkey. Analysis period asvihe year 2000 - 2008,
which later divided into 2 (two) sub-periods. Thestfiperiod is from year 2000 to
2004 and the second period is from 2006 to 200&. dikision is based on the

time period pre and post removal of the MFA (Mulbbét Arrangements).

4.2  Methodology of Analysis

There are numerous methodologies of research ifidlgeof international
trade study. Among those methodologies, one moag¢lwhas developed and has
been widely used to measure the competitiveneascotintry's exports relative to
competing countries is a Constant Market Share (Cahglysis.

To analyze the textiles and textile product exgootvth, this research use
a decomposition method called constant market l@2S) analysis. The CMS
analysis is a decomposition method that was appi@dthe first time to
international trade flow by Tyszynski (1951). It & method to examine a

country's export growth. Learner and Stern explaithed the method basically
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Competitiveness of Indonesian..., Erizal Mahatama, FE Ul, 2009.



30

was built from the assumption that a country's etspmay succeed (fail) to grow
as rapidly as the world average for three reagdnsexports may concentrate in
commodities in which the demand is growing relativialst (slowly); (2) exports

may be going to relatively growing (stagnant) regio3) the country in question
may have been able (unable) to compete effectiwély other sources of supply
(Juswanto and Mulyanti, 2003).

Basic assumption of the CMS method is that a cgtmxport share in
the world market should remain unchanged over fiime difference between the
export growth, implied by this constant-share noamd the actual export growth
is assumed to be caused by competitiveness, cortyrmmnposition and market-
distribution effects. Although changes in export ke&rshare is not entirely
determined by changes in competitiveness, chamgdgishare of exports is one
indicator of competitiveness which can be used tasuee changes in the
competitiveness of a country's exports in world rees{Prajogo and Hardianto,
2004).

The following section will explain the CMS methodvétped by Learner

and Stern (Juswanto and Mulyanti, 2003). Followintations are used:

V. : Value of A’s exports of commodity i in period 1

Voo value of A’s exports of commaodity i in pericd

V.j : value of A’s exports to country j in period 1

V’.j : value of A’s export to country j in period 2

Vij : value of A’s export of commodity i to countryrj period 1

r . percentage increase in total world exportefperiod 1 to period 2

r . percentage increase in world export of commoditsom period 1 to
period 2

r . percentage increase in world export of commodity country j from

period 1 to period 2

The value of country A’s exports in period 1 is:

VI =V .SV =V i 4.1
ij i ij i

and we can also define A exports in period 1:
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SISV, =SV, = VI = Vo i (4.2)

At the first level of analysis, we may view exportgyoas a single good to
a single market. At this level the method argues thaountry A maintain its
export share in world market then exports wouldease by rV.., and therefore
the following identity may be written:
VoV SV AV Vo= VL) e, (4.3)

Identity 4.3, the first level of analysis, meanattthe export growth from
period 1 to period 2 (V.. — V..) is divided into paassociated with general
increase in world exports (rV..) and an unexplairesidual, the competitiveness
effects (V'.. = V.. —rV..).

In the next step of analysis, two-level analysi®e method expands the
arguments that exports are in fact a quite diveeseof commodities and markets
for a particular commodity class. For i commoditymriay be written an identity
analogous to identity 4.3:

V-V IV (VO =V =1V ), (4.4)

And be aggregated to

V.-V.= Zirivi_ +2i(V’ o= Vo= riVi.)

=3i(r—-r+ ri) Vi'+2i (V’i. - V.- riVi.)

=73 (rVi_) + 3 (ri o)) Vo+ i (V' LSV riVi.)

=(rv..) i (ri— r V o+ by (V’i. - V.- riVi.) ............................ (4.5)
1) ) 3)

Identity 4.5 represents two-level analysis in whilsh growth of country
A’s export is broken into part attributed to (1etheneral rise in world exports,
(2) the commodity composition of country A in periddand (3) unexplained
residual, the competitiveness effects indicating thfferences between actual
export increase and the hypothetical increase ifafl maintained its share of

export of each commodity group.
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From identity 4.5, the commodity-composition effectiefined as:
i (ri— r Vo (4.6)

Equation 3.6 means that if world export of commpdincreased by more

than total world export, theni & r) will be positive. This positive number will
receive a heavy weight when added to other term The result is that 4.5 would

be positive if A had concentrated on export of cordities in which the market
were growing relatively fast and would be negativéAihad concentrated on
export of commodities in which the market of thatmenodity were growing
relatively slower than total world export growth.

Finally, in the three-level analysis, the methodl whserve that exports
are differentiated by destination and commodityetyphe appropriate norm of
this case is constant market share of export dicodar commodity class i to a
particular region j. The identity analogue to 4n8l &.4 is:

V-V STV (V= V= TV ) 4.7)

And it can be aggregated to:
V.. —V.=3igjrV. +Zigj (V. -V. - r.V)
ij i ] 1 U]
=5 (r—r+ r—r+ rij) Vij + i (V' 7 Vij - rijVij)
=X (V. —rV. +rV. -tV +r V. )+ZiZj (V. -V .—-rV.)
ij ij i i ij i ij ij i
=Xi3j rVij +ZiYj (ri - ) Vij + 2% (rij — ri) Vij +ZiXj (V' i Vij - rijvij)
=2 rv. +2i (ri— r) V. + 203 (rij - ri) Vij +2iX) (V' i Vij - rijvij)
=(rv..) +Zi (ri o)) Vo o+ YiXj (rij - ri) Vij +ZiXj (V' i Vij - r”_V”_) ............... (4.8)
1) 2) 3) (4)

Identity 4.8 represents three-level analysis in Whitee growth of country
A’s export is broken into part attributed to (1etheneral rise in world export (2)
the commodity composition of country A in period3) the market distribution of
A’'s export and (4) unexplained residual, the comntipeness effects that

indicating the differences between actual exportease and the hypothetical
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increase if A had maintained its share of expodaith commodity group to each

country.

From equation 4.8 the market distri-bution effectiéfined as:

BIT] (1, = 1) Ve (4.9)

Equation 4.9 means that if the world export of cordityoi to country |

increase by more than total world export of commpoditthen (E ) ri) will be

positive. This positive number will receive a heavgight when added to other
term V“ The result is that 4.9 would be positive if A hazhcentrated its export

in the market that were growing relatively fast amould be negative if A had

concentrated its export in the more stagnant region
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CHAPTER S
RESULT AND ANALYSIS

5.1 Share of Export Growth of 10 Main Textile and Textile Product

Exporting Countries

The development of share of export value from samegor textile
exporting countries in the USA market are preseimetiable 5.1. In the policy
implementation period or prior to removal of MFA etlshare of Indonesia's
exports value of textile and textile product in Q@9 6.0%, or reached 153,171.91
thousand dollars of total USA imports from the wotldthe year 2004 which was
a period before the removal of textile the MFA, réhaf Indonesian exports rose
7.9%. In the period 2006 - 2008 or the period akenoval of the MFA's policy,
the share of Indonesian exports showed a significentase. Share of Indonesia's
export market rose to 9.5% in the year 2006. Themms that after removal of
export the MFAs, Indonesian textile increasinglpwing a positive trend.

In the year 2008 the share of exports fell to 9.b%aeached 226,233.05
thousand dollars. But as the increase in textilgoexvalue of Indonesia in the
period 2000 - 2008, a decrease that occurred mosignificant given the total
value of trade in the market in the USA from 200@008 shows a very
fluctuating trend. A decrease in the share of exyalue of Indonesia's textile and
textile product is associated with the problem addmct composition, market
distribution and competitiveness which will be disrin the next section.

The main countries of other textile exporters hengeased the share of
export value, respectively, are China and Italyrtii@r are countries that
experienced very significant decreases in the ge2@00 - 2008 are: India, Hong
Kong, Taiwan, Mexico, and Philippines. Meanwhileuntries that experienced

fluctuating share of exports value are Turkey araddysia.
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Table 5.1
Share of export value of main exporting countriesrdy period 1 (pre MFA) and
Period 2 (post MFA)

Pre MFA Post MF/A
E)lzm?)ipter 2000 2004 2006 2008
CoSntries V;[ﬁge@ Sgare v;[ﬁg% Share v;[ﬁg% Share V;[Sg% Share
‘000) (%) ‘000) (%) ‘000) (%) ‘000) (%)

China 88.573,57 3,5 88.016,11 35 226.121)53 B9  562026D, 22,6
Hong
Kong 310.779,09 12,2 338.495,49 136 294.241)36 11,6 .629%2 5.4
India 200.550,68 7,9  279.379,1Q 1112 244.083|27 9,6 2208 9,1
Indonesia 153.171,91 6,0  196.487,41 719 240.824(67 95  2B67 9,0
Italy 58.181,63 2,3 87.825,14 35 78.202,34 B,1 86.330,08 3,5
Malaysia 126.129,44 5,0 91.845,5p 3|7 98.808,20 B.9 949247 3.8
Mexico 103.472,32 4, 63.017,68 2/5 55.520,15 D2 37.055,3 15
Philippines| 125.816,76 s,j 108.372,54 44 107.620(32 4,2 73406 29
Taiwan 113.997,15 4,# 72.731,50 2|9 50.857,27 2,0 40.22,1 1,6
Turkey 24.331,37 1,0 74.780,74 3/0 44.018,08 1,7 40.283,78 1,6
TOTAL 2.541.357,67 2.489.579,51 2.533.181[17 2.493005)

Sources: WITS (Processed)

China is one of the major exporting countries thast spectacular. In the
period pre removal of the MFA, China's share ofakpalue is 3.5%. China's
trade value in that period has below Hong Kong, Iradid Indonesia. But in the
period 2006 - 2008 after removal of the MFAs, th&e of trade shows trend that
is very significant. In 2000 the export value ofil@is is 88,573.57 thousand
dollars and then rose very significantly in the ry@@08 become 562,260.02
thousand dollars. The share of China's export vase to 22% in 2008 compared
to the year 2000 which is only for 3.5%.

Other countries that showed an increase in theestfagxports before and
after removal of the MFA is Italy. From the two Bpean countries that become
the observation in this study, Italy is a countmgttshowed positive trends even
though not significantly like China. In the peri@@00 - 2004, respectively, the
share of export value of textile Italy for 2.3% a®&%. Later in the period after
removal of the MFAs, in the year 2006 the sharexplort value of 3.1% Italy and
up to 3.5% in 2008.

Meanwhile, India's fluctuating in share of exporédue and trade export
value in the period 2000 to 2008. In the periodobefremoval of the MFA
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actually showed an increase in the share of Indiggorgs are highly significant

7.9% to 11.2%. But after removal of the MFA its \alell in 2006 to 9.6% and

fall again to 9.1% in the year 2008. This may besea by the weakening
competitiveness of India. Hong Kong is a major etgroof textile in the period

2000 to 2004. Share of exports value in 2000 i2%2which then rose in 2004 to
13.6%. But not like China which is spectacular ie thxtile trade, Hong Kong

even worse off in the period after removal of thEA4. Finally in the year 2008

the share of export value is only 5.4%. Taiwan,lifpines and Mexico are

countries that also experienced a decline in thaeslof exports although the
declines that experienced by the three countriesar significant as experienced
a decrease of Hong Kong.

Malaysia and Turkey are countries that experienited fluctuation of
share trading and export value. Malaysia is veratile during the period from
2000 to 2008. In 2000 the share of export valuesféPo to 3.7% in the year 2004
and after removal of the MFA; share of export valse to 3.9% and then fell to
3.8%. Trend fluctuations experienced by Turkey ale almost the same as
Malaysia. At the beginning of the period of obsénsain the year 2000 the value
of the export trade of Turkey 24,331.37 thousanitado or more rose 1.0% to
3.0%, or registration 74,780.74 thousand dollarsheryear 2006. After removal
of textile the MFAs trading value dropped from Teykis very significant to
44,018.08 thousand dollars. Conditions in the Y€f8 showed a declining trend
that is becoming 40,283.78 thousand dollars in exgdue share of 1.6%.

52 TheCMSAnalysisof 10 Main Exporting Countriesfor HS 620520

The results of analysis of the growth of Indoneseile exports in world
markets and USA markets during the period beforeowamof the MFA (period
from 2000 to 2004) and the period after removathef MFA (the period from
2006 to 2008) by using CMS analysis method is shiowable 5.2. It appears that
Indonesia's export growth is positive in the perk@D6 - 2008 caused by the
increasingly open world markets and USA markets dfie MFA removal policy.
This indicates that Indonesia was able to enhalmeecompetitiveness of textile

products after removal of the MFA.
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Indonesian textile and textile product exportsaffected positively by the
world export growth. The growth was also positiveffeeted by increase in its
competitiveness, except in pre MFA (2000 — 2004).tke other hand, the factor
of commodity composition has been negative in tteeNdFA period. This may be
explained because the textiles and textiles produpbrts of Indonesia tend to
concentrate in product groups (HS 2 digit or 4tdigi

Market distribution had negative impact on the gtowhroughout the
period. The factor of market distribution seems&the main problem for the
growth of Indonesian textiles and textiles prodexports. This may be explained
because the textile and textile products exportsnobnesia not distributed
correctly to the center of demand growth. In otherds that the USA imports for
these products is not the highest in the USA market.

Table 5.2
Constant market share analysis of Indonesia dasxdnd textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter 2000 — 2004 2006 — 2008 2000 — 2004 2006 — 2008
Countries
vgﬁgeiss S(E'Z)re vgﬁge@ S(?/Oa)’e vzsg% S(E/?)re vl?ﬁgeiss S(E'f)re
‘000) ‘000) ‘000) ‘000)
Indonesia
Standard Growth | 102.989,50  -3.892,65 17.78592 48,8 57.303,00 | 334,89|  12.185,54 377,1p
Composition Effect| -2.787,76| 10537  6.286,16 17,2 -1.551,10 -9,06 4.306,79 133,29
MarketEgésgt”b”“o” 2190828 | 82804 g, oo 0ol 14384 | 1867911 1001 5167739 -1599
Competition Effect | -80.939,26  3.059,15  64.688[72 7,17 | -19.961,77| -116,66| 38.416,16  1.188p1
Total Change 264581 100,04  36.400{72 100,00 11702 | 100,00 3.231,20 100,00

Sources: WITS (Processed)

Conditions described above that in the era of dlwmation,
competitiveness is the key to every country, inglgdindonesia in order to
develop products to be exported, especially teptitelucts. Countries that cannot
develop and maintain its competitiveness will beblm@ compete with countries
that develop the competitiveness of its productgtingally. Competitiveness of
Indonesian textile exports showed a consistent stéte a share of the market

value of USA exports which have been describedamtievious section.
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Analysis of Hong Kong’'s export growth in the world kets and USA
markets during the period before removal of the MHAeriod from 2000 to
2004) and the period after removal of the MFA (pleeiod from 2006 to 2008) by
using CMS analysis method is shown in table 5.3cdntrast to Indonesia that
Hong Kong's export growth is positive occurredhia period 2000 to 2004. While
the post the MFA removal policy becomes negativewvtjn. Hong Kong’s textile
and textile product exports are affected negati\mlythe world export growth
especially in the post removal of the MFA. The celitveness is negative
throughout the period; this indicates that Hong ¢bas not been able to compete
with other competitors in the period both beford after removal of the MFA.

Market distribution had a negative impact on thewgh throughout the
period, this may be explained because USA importsheftextile and textile
products exports from Hong Kong is not the highesthe USA market. The
factor of market distribution seems to be the npaioblem for the growth of Hong
Kong textiles and textiles products exports. Meailevthe factor of commodity
composition has been negative especially in theMiF&\ period. This may be
explained because the textiles and textiles predexports of Hong Kong tend to

concentrate in product groups (HS 2 digits or 4tslig

Table 5.3
Constant market share analysis of the Hong Komxtés and textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 — 2008 2000 — 2004 2006 — 2008
Trade Trade Trade Trade
Value ($ S(L}?)re Value ($ S(E/?)re Value ($ S(Ef)re Value ($ S(?/?)re
‘000) ‘000) ‘000) ‘000)
Hong Kong
Standard Growth 209.442,57  2.539,12  -10.819|63 4,82107.867,76| 393,22 15.574,24 -10,43
Composition Effect | -5.669,28 -68,75 4320838  -69,p -2.919,81 -10,64 5.504,48 -3,69
Ma'ketnggt”b““O” 49.440,49 | 59952| -106.19243 47,31  -35.16175 84 | -66.048,40| 44,24
Competition Effect | -146.086,1 -1.771,45 -150.564)0 67,10 | -42.354,29| -154,40 -104.33368 69,88
Total Change 8.246,67 100,00  -224.307|63  100[00 432792 100,00 | -149.303,28  100,0

Sources: WITS (Processed)

The results of analysis of the growth of Indian itexexports in world
markets and USA markets during the period beforeovanof the MFA (period
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from 2000 to 2004) and the period after removathaf MFA (the period from

2006 to 2008) by using CMS analysis method is shiovtable 5.4. It appears that
Indian export growth showed a negative value exgepia period 2006 - 2008 in
the world market. While in the competitiveness dffdadia had a negative
throughout the period or the product has not bd#a # compete with other
competitors except post removal of the MFA in the USdrket only.

Table 5.4
Constant market share analysis of the India slésx#ind textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 — 2008 2000 — 2004 2006 - 2008
Trade Trade Trade Trade
Value ($ S(L}:’)a)re Value ($ S(%re Value ($ S(L\/gre Value ($ S(L}.?)re
‘000) ‘000) ‘000) ‘000)
India
Standard Growth | 268.559,2% 418,80  38.172,10  164,888.947,78 | -2.247,56  13.079,17  -39,48
Composition Effect |  -7.269,47 11,34 13.49145 59,67 -2.407,68 60,84 462263 -13,99
Ma’ketEﬁfgt”b“t"’” 40902,44| 6378 | -5.602,34 2478 -28.99489  732,p4-55.467,05| 167,87

Competition Effect | -284.513,71 443,68 -23.452,f1 03:Z3| -61.503,23| 1.554,09 4.723,8]

14,30
Total Change -64.126,39 100,00 22.608,5}0 100[00 957352 100,00 -33.041,44 lOO,CL

Sources: WITS (Processed)

Market distribution had negative impact on the glowhroughout the
period, this may be explained because the textitetaxtile products exports of
India not distributed correctly to the center ofrdand growth. On the other hand,
the factor of commodity composition has been negaspecially in the pre MFA
period. This may be explained because the texdihestextiles product exports of
India tend to concentrate in product groups (HSga dr 4 digits).

Export growth of Malaysia on the world market and USArket during
the period before removal of the MFAs (period fra@®0 to 2004) and the period
after removal of the MFAs (the period from 200&@08) by using CMS analysis
method is shown in table 5.5. Malaysia's exporivginohad a negative impact on
the growth throughout the period. But the competdiiess effect had positive in
the period of post removal of the MFA. This indicatkat Malaysia has been able
to compete with other competitors in the perioeérafemoval of the MFAs policy.

Market distribution had negative impact on the gfowhroughout the

period, this may be explained because the textitetaxtile products exports of
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Malaysia not distributed correctly to the centerdeimand growth. On the other
hand, the factor of commodity composition has beegative especially in the pre
MFA period. This may be explained because the textdnd textiles product
exports of Malaysia tend to concentrate in produotips (HS 2 digit or 4 digits).

Table 5.5
Constant market share analysis of the Malaysiatges and textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 — 2008 2000 — 2004 2006 - 2008
Trade Trade Trade Trade
Value ($ S([,‘/j‘)re Value (§ S([,‘/j‘)re Value ($ S(E‘/j‘)re Value ($ S(E‘/j‘)re
‘000) ‘000) ‘000) ‘000)
Malaysia
Standard Growth 49.646,14  -252,7[ 8.001,39  -1.103,738.364,65 |  -412,82 6.072,92]  -557
Composition Effect | -1.343,84 6,84 2.827,91 -390,12 -1.038,47 11,17 2.146,38|  -19,7
Ma’ketEf[?fgt”b“t"’” 12.679,44 | 6454 | 2439119 336475 -12.505[76 5M@4| -25.754,47| 236,61
Competition Effect | -55.268,51] 281,33 12.836,92 70,85 | -34.113,78| 367,08 6.650,33 -61,1
Total Change -19.645,65 100,04 -724,9( 100,00 233D [ 100,00 | -10.884,84  100,0

©

Sources: WITS (Processed)

The results of analysis of the growth of textilgerts in the Philippines
on world markets and USA markets during the perietbde removal of the
MFAs (period from 2000 to 2004) and the periodrafeanoval of the MFAs (the
period from 2006 to 2008) by using CMS analysishadtis shown in table 5.6. It
appears that Philippines’ export growth is positimethe period 2006 - 2008
caused by the increasingly open world markets and &rkets after the MFA
removal policy. This indicates that the Philippinesre able to improve the
competitiveness of textile products after the MeAnpval policy despite the fact
that the share of export value continued to dedimeughout the period from
2000 to 2008.

Textile and textile product exports of Philippireee affected positively by
the world export growth. The growth was also positivegdfiected by increase in
its competitiveness, except in pre MFA (2000 — 20@2haracteristics of the
market distribution and commodity composition oflippines textile and textile

product almost similar to Asian countries that madkistribution had a negative
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impact on the growth throughout the period and thetokf of commodity

composition has been negative especially in théVfitA period.

Table 5.6
Constant market share analysis of the Philippinestdes and textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 — 2008 2000 — 2004 2006 - 2008
Trade Trade Trade Trade
Value (3 S('J/;re Value ($ S([]/j‘)re value ($ S(';‘/j‘)re value (3 S(';‘/j‘)re
‘000) ‘000) ‘000) ‘000)
Philippines
Standard Growth 57.115,3§  -361,28 8.188,57 545 248084 | -348,49 6.758,40 17,14
Composition Effect | -1.546,02 9,78 2.894,1 198 360,18 9,43 2.388,65 6,05
Ma’ketEf[?fgt”b“t'O” 1759335 | 111,28| 2852651 -1898 -16.379/98 6m3| -28.661,50| -72,53
Competition Effect | -53.785,27] 340,21  167.724,p8 11| -46.929,18| 325,46 59.028,82 149,39
Total Change -15.809,3( 100,00  150.28048 100,00 4.41D,51 | 100,00 39.514,37  100,do

Sources: WITS (Processed)

Growth of Taiwan's textile exports in world marketd doSA markets
during the period before removal of the MFAs (pericom 2000 to 2004) and the
period after removal of the MFAs (the period fro@08 to 2008) by using CMS
analysis method is shown in table 5.7. Taiwan exgoowth had a negative
impact on the growth throughout the period. The osfitipeness is negative
throughout the period; this indicates that Taiwas imot been able to compete
with other competitors in the period both beforel after removal of the MFAs
policy.

Market distribution had a negative impact on thewgh throughout the
period. This may be explained because USA importtheftextile and textile
products exports from Taiwan is not the highegsha USA market. The factor of
market distribution seems to be the main problemtfie growth of Taiwan
textiles and textiles products exports. Meanwhihe ffactor of commodity
composition has been negative especially in theMiF& period. This may be
explained because the textiles and textiles predagports of Taiwan tend to

concentrate in product groups (HS 2 digits or 4tslig
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Table 5.7
Constant market share analysis of the Taiwan #dexnd textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 — 2004 2006 — 2008
Trade Trade Trade Trade
Value (3 S([]/;re value (3 S([]/Oa)re Value ($ S(';‘/j‘)re Value (3 S(';‘/j‘)re
‘000) ‘000) ‘000) ‘000)
Taiwan
Standard Growth 42.511,81 -118,10 2.878,43 28|05 0.878,21 | -116,76 2.790,06 -23,65
Composition Effect | -1.150,73 3,20 1.017,34 991 .166,37 3,16 986,11 -8,36
MarketEﬁésctt"b”“O” 13.564,85 | 37,68 | -11.84500 11543 -13.323448  38,06-11.832,30 | 100,28
Competition Effect | -63.792,71 177,22 -2.312,20 32,5 -61.450,15| 17554 -3.742,74 31,7p
Total Change -35.996,47 100,04 -10.261,44  100/00 5.06%,79 | 100,00 | -11.798,87  100,d0

Sources: WITS (Processed)

The results of analysis of the growth of China'dilexexports in world
markets and USA markets during the period beforeovainof the MFAs (period
from 2000 to 2004) and the period after removathef MFAs (the period from
2006 to 2008) by using CMS analysis method is shiovtable 5.8. It appears that

the positive export growth in China during the pdrirom 2000 to 2008. This

indicates that China has been able to develop aidtaned its competitiveness

of textile products both pre and post removal & MFA. China's textile and

textile products exports are affected positivelytbg world export growth. The

growth was also affected by positively increasetinciompetitiveness. Market

distribution had a negative impact on the growthotighout the period.

Meanwhile the factor of commodity composition has negative especially in
the pre MFA period.
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Table 5.8
Constant market share analysis of the China deexind textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 — 2004 2006 — 2008
Trade Trade Trade Trade
Value (3 S(E/;re value (3 S('J/j‘)re value (3 S&ﬁ‘gre value (3 S&ﬁ‘/oa)re
‘000) ‘000) ‘000) ‘000)

China
Standard Growth 302.945,58 139,14  95.425/13 17,83 1.068,69 1.698,22 10.718,94 5,1(

Composition Effect | -8.200,26|  -3,77] 3372636 630 570,30 -45,97 3.788,45 1,80
MarketEﬁésctt”b”t'O” 119.044,68| 54,68 -12.7443D  -2,34 6.867,18  ®B3| -45.457,70| -21,65

Competition Effect 42.022,32 19,30 418.721,89 78,25-12.389,98 -998,68 240.954,8D 114,74

Total Change 217.722,9¢ 100,00 535.129)28  100{00 240163 100,00 | 210.004,5} 100,40
Sources: WITS (Processed)

Conditions above illustrates that the competitigsnef China's textile
exports showed a consistent state with a share ohénket value of USA exports
which have been described in the previous sediohsurprisingly, after removal
of the MFA, China becomes a giant world textile &rdmecause of its ability to
develop competitiveness of textiles products b@&fole and after removal of the
MFAs.

Table 5.9
Constant market share analysis of the Italy slescand textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 - 2004 2006 - 2008 2000 — 2004 2006 — 2008
Trade Trade Trade Trade
Value ($ S(?/?)re Value ($ S(t,]/;re Value ($ S(?/?)re Value ($ S(L\/?)re
‘000) ‘000) ‘000) ‘000)
Italy
Standard Growth 109.04359 61,81  27.499p2 16,81 .777819 293,15 2.748,56 77,49
Composition Effect |  -2.951,64 -1,67 9.719,1L 594 0837 7,94 971,44 27,37,
MarketE%sét”b“t'O” 53.718,37 | 30,45| 29.27569 17,9 6.120,82  -95%56 1.686,28 | -328,36
Competition Effect |  16.592,85 941 97.059,44 59,44 5.742,81 -89,66 11.486,13 323,57
Total Change 176.403,17 100,d0 163.553[47  100/00 405630 100,00 3.549,85  100,0p

Sources: WITS (Processed)

Based on the results shown in table 5.9 above, nhfysis of the Italy’s
export growth in the world markets and the USA madweing the period before
removal of the MFAs (period from 2000 to 2004) dhe period after removal of
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the MFAs (the period from 2006 to 2008) by using £€Mdicates that growth
exports of Italy positively on the entire periodrr 2000 to 2008. This condition
is very similar to China that Italy able to developmpetitiveness of textile
products both before and after the MFA removalqgyolitaly textile and textile
products exports are affected positively by thelevexport growth. The growth
was also affected by positively increase in its petitiveness except pre removal
of the MFA in the USA market. Market distributiorsalhad positive impact on
the growth, except in the USA market. On the othedhd#re factor of commodity
composition has been negative, except on the p&gt period.

Growth of Mexico’s textile exports in world markeasid USA markets
during the period before removal of the MFAs (péritom 2000 to 2004) and the
period after removal of the MFAs (the period fro008 to 2008) by using CMS
analysis method is shown in table 5.10. Mexico’pagk growth had a negative
impact on the growth throughout the period. Butdhewth positively affected by
increase in its competitiveness, except in pre MEGOO — 2004).This indicates
that Mexico has been able to compete with other editops in the period after
removal of the MFA.

Table 5.10
Constant market share analysis of the Mexico slésxand textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 — 2004 2006 — 2008
Trade Trade Trade
Value ($ S(I;/;’:\)re Value ($ S(?/oa)re Value ($ S(?/oa)re Tr?$d %(\)/g)lue S(?/oa)re
‘000) ‘000) ‘000)

Mexico

Standard Growth 38.801,65 -112,94 3.639,26 -81{09 8.498,55 -106,59 3.601,31 -69,1
Composition Effect -1.050,30 3,06 1.286,24 -28,66 1.041,96 2,89 1.272,83 -24.,4

Market Distribution

Effect
Competition Effect -59.066,97 171,93 5.796,48 12;) 15 -61.018,08 168,96 5.193,39 -99,717
Total Change -34.355,84 100,01) -4.487,97 100,00 .113627 100,00 -5.205,16 100,00

-13.040,22 37,96 -15.209,9 338,90 -12.547]78 34,74 -15.272,68 293,41

Sources: WITS (Processed)

Characteristics of the market distribution and cadity composition of
Mexico textile and textile product almost similar Asian countries that market

distribution had a negative impact on the growttoaighout the period and the
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factor of commodity composition has been negatisgeeially in the pre MFA

period.
Table 5.11
Constant market share analysis of the Turkey deexdnd textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 — 2008 2000 - 2004 2006 — 2008
Trade Trade Trade Trade
Value (3 S('J/;re value ($ S&ﬂ‘ge Value (3 S&';j‘)re value (3 S(f,‘/j;re
‘000) ‘000) ‘000) ‘000)
Turkey
Standard Growth 5052854 20,6  21.828,12 = 36,60 89%D 1876 | 167871  -17,4
Composition Effect | -1.367,73|  -0,56 7.714,81 12,93 221-68 0,51 593,33 6,17
Markel Distibution | 2810844 | 11,50 1731196 2908 266947  6)2 1144 7400
Competition Effect | 167.147,5§ 68,34 12,792,183  21,4538.357,26 | 87,86| -4.7730p 496
Total Change 24441680 10000  59.647,02 10000 655%1 | 100,00 -9.62042 1000

Sources: WITS (Processed)

The results of analysis of the Turkey’s export giom world markets and
USA markets during the period before removal ofNttéAs (period from 2000 to
2004) and the period after removal of the MFAs (tleeiod from 2006 to 2008)
by using CMS analysis shown in table 5.11. As séanh the growth of Turkey
shown positive trend except post the MFA removalUSA market. This
condition indicates that Turkey can maintain itenpetitiveness in world markets
but not yet able to compete in the USA market after MFA abolition policy.
Market distribution also had positive impact on tirewth, except in the USA
market. On the other hand, the factor of commodiynpgosition has been
negative, except on the post MFA period.

53 TheCMSAnalysisof 10 major exporting countriesfor HS 6205

The results of CMS analysis of Indonesian exportsvth in the world
markets and USA markets during the period beforeovainof the MFAs (period
from 2000 to 2004) and the period after removathef MFAs (the period from
2006 to 2008) shown in table 5.12. It appears thdoresia's export growth is
positive in the period 2006 - 2008 except in USA keawhich caused by the

increasingly open world markets after the MFA realopolicy. This indicates
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that Indonesia was able to enhance the competithgenttextile products after
removal the MFA.

Indonesian textile and textile products exports affected positively by
the world export growth. The growth was also positivadfigcted by increase in
its competitiveness, except in pre MFA (2000 — 20@4)he world market and
USA market. Market distribution had negative impantthe growth throughout
the period, this may be explained because theldeatid textile products exports
of Indonesia not distributed correctly to the certé demand growth. On the
other hand, the factor of commodity composition basn negative throughout
the period, especially in the pre MFA period. Thactdr of commodity
composition seems to be the main problem for tleevtyr of Indonesian textiles
and textiles product exports.

Table 5.12
Constant market share analysis of the Indonesaties and textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter 2000 — 2004 2006 - 2008 2000 - 2004 2006 - 2008

Countries

Trade Value Share V;:l?g?$ Share Vzﬁge@ Share | Trade Value Share
(8000) (%) 000) | O | o) | @& | (6000) | (%)

Indonesia
Standard Growth 146.349,22¢ 39.486,06 155.673,69 7,743 | 66.204,19 171,08 96.948,99 -1.069,33

Composition Effect -27.418,740 -7.397,17

Market Distribution
Effect

Competition Effect -105.055,992

169.578.59 -803,64 | -12.403,45  -32,05 -105.608,55  1.164,84

-13.503,860 | -3.643,44 -63.445,85  -300,67 -11.132,4328,76 -64.298,03 709,20

28.344.85 98.452,06 466,57 -3.962,78 -10,24 63.891,25 -704/71

Total Change 370,64 100,00 21.101,31 100,00 383209, 100,00 -9.066,33 100,00
Sources: WITS (Processed)

Growth of export value of Hong Kong in world markatsd USA markets
during the period before removal of the MFAs (perimom 2000 to 2004) and the
period after removal of the MFAs (the period fro@08 to 2008) by using CMS
analysis method is shown in table 5.13. In the H&@igits level, Hong Kong's
export growth had a negative impact on the growtbutjinout the period. This
indicates that Hong Kong has not been able to campith other competitors. As
seen from the table 5.13 the competitiveness of Héomgg has been negative

throughout the period

Universitas Indonesia
Competitiveness of Indonesian..., Erizal Mahatama, FE Ul, 2009.



47

©

Table 5.13
Constant market share analysis of the Hong Korextlés and textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 - 2004 2006 - 2008
Trade Value Share szge@ Share Vzﬁg% Share Trade Value | Share
($ '000) (%) '000) (%) '000) (%) ($'000) (%)
Hong Kong
Standard Growth 281.322,52 -254.,84 165.468)66 7607(Q, 132.147,62 -124,10 107.029,5] -69,
Composition Effect -52.706,182 47,74 -180.248|45 ,0Z7| -24.758,05 23,25 -116.589,47 76,14
Market Distribution -
Effect -64.889,055 58,78 -101.898,47 43,5¢4 107.389,57 100,85 -70.983,58 46,35
Competition Effect -274.119,528 248,31 -117.355|4350,14 106.484,75 100,00 -72.591,16 47,40
Total Change -110.392,24 100,0( -234.033]90 100’0906.484,75 100,00 -153.134,70 100,0

Sources: WITS (Processed)

Market distribution had a negative impact on thewgh throughout the

period, this may be explained because USA importsheftextile and textile

products exports from Hong Kong is not the highesthe USA market. The

factor of commodity composition had negative imghobughout the period.

The results of CMS analysis of India exports growitithe world markets
and USA markets during the period before removathef MFAs (period from
2000 to 2004) and the period after removal of theAsl (the period from 2006 to
2008) shown in table 5.14. AlImost same condition witfonesia, India was able

to enhance its competitiveness of textile prodates the MFA removal policy in

level HS 4 digits.
Market distribution had a negative impact on thewgh throughout the

period, this may be explained because USA importsheftextile and textile

products exports from Hong Kong is not the highesthe USA market. The

factor of commodity composition had negative imghobughout the period.
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Table 5.14
Constant market share analysis of the India’slésxéind textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 - 2004 2006 - 2008
Trade Value Share Vzﬁg% Share | Trade Value Share (%) Trade Value | Share
($'000) (%) '000) (%) ($ *000) ($°000) (%)
India
Standard Growth 314.331,46| 276,99 292.658|56  838§,1 99.981,83 -1.157,59 98.727,65|  -221,50
Composition Effect |  -58.890,45 51,89 -318.799 0%15,97 -18.731,74 216,88 -107.546,08 241,28
Markegﬁfg{ib“tio” -1.251,68 1,10 162800| 466  -16.812,24 194,65  4%H66 | 146,90
Competition Effect | -367.669,90| 3239 59.431,34 ,200| -73.074,88 846,06 29.723,14 -66,68
Total Change -113.480,58 100,01; 34.918,85 100,00 .637304 100,00 -44.572,96| 100,00

Sources: WITS (Processed)

Export growth of Malaysia on the world market and USArket during
the period before removal of the MFAs (period fra@®0 to 2004) and the period
after removal of the MFAs (the period from 200&@08) by using CMS analysis
method is shown in table 5.15. Malaysia's exponvgnchad a positive impact on
the post the MFA period. This indicates that Malayisas able to compete with

other competitors in the period after removal ef BiFAs policy.

Table 5.15
Constant market share analysis of the Malaysiatdds and textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 - 2004 2006 - 2008
Trade Trade Trade Trade
Value ($ S(L\/?)re Value ($ S(L]/;re Value ($ S(L\/?)re Value ($ S(?/?)re
‘000) ‘000) '000) ‘000)
Malaysia
Standard Growth 51.827,33 2226p  57.150,10  -19B6%, 39.410,03 | -34525  41.190,5 -379,48
Composition Effect | -9.709,93 41,71 -62.254,79  1,089| -7.383,53 64,68 -44.869,70  413,3]
Marke}zg'esctt”b”“o” -8.376,60 3598 | -24.839,6 550,24 -6.626,92 58,05 27.318,18 | 251,67
Competition Effect | -57.021,27 244,93 25.429,99  ;383| -36.814,63| 322,51 20.142,74  -18557
Total Change -23.280,44 100,04 -4.514,40 100,00 .44El04 | 100,00 | -10.854,6] 100,0

Sources: WITS (Processed)

Export growth of Philippines on the world market a58A market during
the period before removal of the MFAs (period fra@00 to 2004) and the period
after removal of the MFAs (the period from 200&@908) by using CMS analysis
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method is shown in table 5.16. Philippines expoowgh had a positive impact
only on the USA market in pre and post the MFA mkribhe growth was also

positively affected by increase in its competitiges, except in the world market.

While in the world market shown that Philippines abte to compete with other
competitors in the period before and after remoVvahe MFAS policy.

Market distribution had a negative impact on thewdh throughout the
period, this may be explained because USA importsheftextile and textile
products exports from Hong Kong is not the highesthe USA market. The
factor of commodity composition had negative imghobughout the period.

Table 5.16
Constant market share analysis of the Philippinestdes and textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 - 2004 2006 — 2008
Trade Trade Trade Trade
Value (3 S([,‘/j‘)re Value ($ S(L‘/j‘)re Value ($ S(f,‘/gre Value (3 S(Ej)re
‘000) ‘000) ‘000) ‘000)

Philippines

Market Distribution

Standard Growth 68.497,45 -212,76 58.366,00 -23%,188.155,88 40,96 47.084,90 136,94
Composition Effect -12.833,1d 39,86 -10.934,96 24,6 -63.350,41 -44,62 -51.290,56  -148
Effect -9.443,09 29,33 -9.814,42 40,04 -30.490,p0  -21|4831.227,41 -90,56
Competition Effect -78.415,98 243,57 -62.125,63  ,283| 177.659,52| 125,14 69.916,69 202
Total Change -32.194,71 100,04 -24.509,p0 100,00 1.974,09| 100,00 34.483,64 100,00

74

Y5

Sources: WITS (Processed)

The results of CMS analysis of Taiwan exports growththe world
markets and USA markets during the period beforeovainof the MFAs (period
from 2000 to 2004) and the period after removathef MFAs (the period from
2006 to 2008) shown in table 5.14. It appears tratvdn’s export growth is
negative throughout the period. But the competitass affected positively in the
post removal of the MFA. From this result indicdtattTaiwan has been able to

enhance its competitiveness after removal of th& MF
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Table 5.17
Constant market share analysis of the Taiwan #dexnd textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 - 2004 2006 - 2008
Trade Trade Trade Trade
Value (3 S([]/;re value (3 S('J/j‘)re value (3 S(';‘/j‘)re value ($ S(E‘/j‘)re
‘000) ‘000) ‘000) ‘000)
Taiwan
Standard Growth 51.876,97 -93,25 20.463,28  -180/6049.397,25 92,41 19.517,22 -155,7)
Composition Effect | -9.719,23 17,47 22.291,08  196,1 -9.254,65 17,31 21.260,5]1 169,68
MarketEﬁésctt"b”“O” -8.162,47 14,67 | -12.864,67 113,54 -8.306,30 15,94 12.944,11 | 103,31
Competition Effect | -89.629,97 161,10 3.361,90 29, -85.288,06| 159,56 2.157,73 -17,21
Total Change -55.634,64 100,04 -11.330,57 100,00 3.48,76 | 100,00 | -12.529,6 1oo,o¢

Sources: WITS (Processed)

The results of analysis of China's textile expgrswth in world markets

and USA markets during the period before removathef MFAs (period from

2000 to 2004) and the period after removal of theAs! (the period from 2006 to
2008) by using CMS analysis method is shown in t&hbld. It appears that the
positive export growth in China occurred during fpiegiod from 2000 to 2008. As
conditions in the level HS 6 digits, this indicatéat China was able to develop
and maintained competitiveness of textile prodbcith before and after removal
of the MFAs. China's textile and textile productperts are aifected positively by

the world export growth. The growth was also affectggasitively increase in

its competitiveness.

Market distribution had a negative impact on thewgh except post

removal of the MFA in the world market, this may é&eplained because USA

imports of the textile and textile products expdresn China is not the highest in

the USA market. On the other hand, the factor of codityaomposition had

negative impact throughout the period.
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Table 5.18
Constant market share analysis of the China deexind textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 - 2004 2006 — 2008
Trade Value Share Trade Value | Share stg% Share | Trade Value | Share
($‘000) (%) ($ 000) (%) '000) (%) ($‘000) (%)
China
Standard Growth 610.555,54 121,3 1.039.400{76 9B49, 70.766,26 | 60,85 163.837,04 93,91

Composition Effect |  -114.388,46 22,74 -1.132.240|86272,29 | -13.258,16] -11,4Q -178.471,00  -102|30
MarketEﬁésctt"b”“O” -260.554,23 51,80 56.324,44 1356  -11.899/56 202 -108.659,19 | -62,28
Competition Effect 267.392,49 53,16 45234309 188 70.687,32| 60,78 297.759,4Q 170,67

Total Change 503.005,33 100,04 415.827,43 100,00 6.295,86 | 100,00  174.466,16 100,40

Sources: WITS (Processed)

The results of analysis of ltaly's textile expogsowth in the world
markets and USA markets during the period beforeovainof the MFAs (period
from 2000 to 2004) and the period after removathef MFAs (the period from
2006 to 2008) by using CMS analysis method is showiable 5.19. It appears
that the positive export growth in Italy during tperiod from 2000 to 2008
except post removal of the MFA in the USA marketisTihdicates that Italy was
able to develop and maintained competitivenessextil¢ products both before
and after removal of the MFAs. ltaly’s textile atektile products exports are
affected positively by the world export growth. Ti@wth was also affected by
positively increase in its competitiveness exceptipmoval of the MFA. Market
distribution has been positive except in USA mariet.the other hand, the factor

of commodity composition has been negative througtite period.
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Table 5.19
Constant market share analysis of the Italy s lesxtnd textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 - 2004 2006 - 2008 2000 - 2004 2006 — 2008
Trade Trade
Trade Value | Share | Trade Value Share Share
Val Val h %
($ 000) (%) ($ 000) %) %88)(35 %) %38)(35 Share (%)
Italy
Standard Growth 129.772,67 67,51 204.917,44 123|223.031,87 613,90 21.467,04 -14.895,49
Composition Effect -24.313,10 -12,6! -223.220,83 34:22 -4.315,06 -115,02 -23.384,54 16.225,97
MarketEﬁfgt"b”“O” 65.373,64 34,01 37.191,00 223§  -3.872/88  -1032314.287,29 | 9.878,91
Competition Effect 21.408,18 11,14 147.424,7p 88,6411'092‘21 -295,66 16.010,63 -11.109,39
Total Change 192.241,39 100,00 166.312,34 100J00 75133 100,00 -144,12 100,00
Sources: WITS (Processed)
The results of CMS analysis of Mexico exports growththe world
markets and USA markets during the period beforeovainof the MFAs (period
from 2000 to 2004) and the period after removathef MFAs (the period from
2006 to 2008) shown in table 5.14. It appears thakibb’'s export growth is
positive in the period after the MFA removal poliéyrom this result indicate that
Mexico able to enhance its competitiveness afieMRA removal policy. Market
distribution has been has been negative througheuperiod. On the other hand,
the factor of commodity composition has been neggathroughout the period
also.
Table 5.20
Constant market share analysis of the Mexico slésxand textiles products exports
World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 — 2004 2006 - 2008 2000 - 2004 2006 - 2008
Trade Trade Trade
Trade Value Share Share Share Share
. Val Val Val
($ 000) %) f’(‘)gg)@ %) %gg)@ (%) %gg)@ (%)
Mexico
Standard Growth 60.266,01 744,3¢ 59.404,78 -226(2059.691,11 908,67 58.971,11 -212,8p
Composition Effect -11.290,92 -139,4 -64.710,87 6,24 -11.183,22 -170,24 -64.238,45 231,83
Marketngctt”bU“O” -10.816,91 | -133,60| -39.039,71 14865  -10.037)24 286 | -39.110,53| 141,14
Competition Effect -30.061,87 -371,3 18.083,842 ,868 -31.901,63 -485,64 16.668,19 -60,1%
Total Change 8.096,30 100,09 -26.261,97 100,00 9036 100,00 -27.709,69 100,00

Sources: WITS (Processed)
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The results of analysis of Turkey’s textile expatewth in world markets

and USA markets during the period before removathef MFAs (period from
2000 to 2004) and the period after removal of tHeAls! (the period from 2006 to

2008) by using CMS analysis method is shown in t&®d. It appears that the

positive export growth in Turkey during the periodr 2000 to 2008 except post

removal of the MFA in USA market. This indicates ttiairrkey was able to

develop and maintained competitiveness of textitelpcts both before and after

removal of the MFAs except post removal of the MIBAUSA market. Market

distribution has been positive except in USA market.the other hand, the factor

of commodity composition has been negative througtee period.

Table 5.21
Constant market share analysis of the Turkey deexdnd textiles products exports

World Market USA Market
Pre MFA Post MFA Pre MFA Post MFA
Main Exporter
Countries 2000 - 2004 2006 - 2008 2000 - 2004 2006 — 2008
Trade Value Share | Share Tragg Share Trade Share
(S '000) %) Value ($ %) Value ($ %) Value ($ %)
‘000) ‘000) ‘000)
Turkey
Standard Growth 62.515,14 24,73 158.984,84 23271 .715%3 23,35 11.526,11 -122,1
Composition Effect -11.712,30 -4,63 -173.185,60 3,38 -1.820,24 -4,38 -12.555,68 133,0
Markeéﬁfg'b”t"’” 30.685,20 12,14 30.389,03 44,48 -1.633,4 1 398 64429 80,08
Competition Effect 171.264,90 67,76 52.130,40 76,?10 35.338,99 84,95 -766,40 8,12
Total Change 252.752,94 100,0 68.318,18 100,p0 6008367 100,00 -9.440,21 100,04

Sources: WITS (Processed)

5.4

Domestic Currency and Export Growth

Export of a country able to compete with others etipg countries can

also explain because of two side, both becauseghf or low of productivity

export growth or because of depreciation or apptiecieof domestic currency.

Furthermore we will discuss on the sub chapter below

The results of analysis of China’s textile expagtewth and domestic

currency during the period before removal of theAdRperiod from 2000 to
2004) and the period after removal of the MFAs {theod from 2006 to 2008) is

shown in figure 5.1. From the export growth side,nats exports growth has

shown an increase in the pre removal of the MFA. 8igr removal of the MFA
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its export growth is declining. Meanwhile from thenukstic currency side has
shown depreciation on the pre MFA period then apatien occurred during the

post removal of the MFA or after 2005.
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Figure 5.1 Analysis of domestic currency and exgoosivth of the China’s
textiles and textiles products exports
Almost similar to China's export growth, export growef India pre
removal of the MFA has shown an increase. But aésroval of the MFA period,
India’s export growth was decreased. This trencilected also in the value of
domestic currency. From the domestic currency sigpreciation occurred during
the year 2000 until 2007 but at 2008 domestic awyeof India has shown
depreciation. In the year 2008 India's domesticrenuny depreciation is not

followed by a rise in exports.
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Figure 5.2 Analysis of domestic currency and expovtvth of the India’s textiles
and textiles products exports
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The results of analysis of Indonesian textile etgogrowth and domestic
currency during the period before removal of the AdHperiod from 2000 to
2004) and the period after removal of the MFAs fikaod from 2006 to 2008) is
shown in figure 5.3. From the export growth sidajdmesian exports growth on
the pre period and post period removal of the MRAvgs an increase except in
the year 2008. However it is different from the doticesurrency side.
Appreciation occurred during the year 2001 untiD@0In the year 2007 has
shown depreciation which followed also by rising expoBut in the year 2008
Indonesia's domestic currency depreciation is obbbwed by a rise in exports
otherwise declining exports. This dependence magezhby the import of several

raw materials originating from abroad.
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Figure 5.3 Analysis of domestic currency and expostvth of the Indonesia’s
textiles and textiles products exports

The results of analysis of Italy’s textile expogsowth and domestic
currency during the period before removal of theAdHperiod from 2000 to
2004) and the period after removal of the MFAs (tkeeod from 2006 to 2008) is
shown in figure 5.4. The development of Italy exmhrting the year 2000 to 2008
has shown a stable condition. But after removathef MFA period in 2008,
precisely the development of export growth has aifsignt increase. Meanwhile
from the domestic currency side, the value of ddimesurrency has shown
appreciation throughout the period either pre resthar post removal of the
MFA.
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Figure 5.4 Analysis of domestic currency and exgootvth of the Italy's textiles
and textiles products exports

The results of analysis of Malaysia’s textile expayrowth and domestic
currency during the period before removal of theAdHperiod from 2000 to
2004) and the period after removal of the MFAs (tkeeod from 2006 to 2008) is
shown in figure 5.5. From the export side, Malayséaports growth during pre
removal of the MFA has shown fluctuation trend, fra@01 until 2002 its export
has decrease and then increase in the 2003 to @i in the post removal of
the MFA, the export growth has shown an increasealtexcept in the year 2008.
As seen from the domestic currency side has sh@prediation of the year show
2000 until 2005 or pre removal of the MFA. Whilethe period post removal of
the MFA, the domestic currency of Malaysia is ap@tean except in the year
2008 but this condition not followed by a rise kperts.
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Figure 5.5 Analysis of domestic currency and exgaotvth of the Malaysia's
textiles and textiles products exports
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The results of analysis of Mexico’s textile expog®wth and domestic
currency during the period before removal of theAdHperiod from 2000 to
2004) and the period after removal of the MFAs (ikaod from 2006 to 2008) is

shown in figure 5.6.
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Figure 5.6 Analysis of domestic currency and exgootvth of the Mexico's
textiles and textiles products exports

From the export side, Mexico’s exports growth dunamg removal of the
MFA has shown decrease trend. While in the post vaimaf the MFA, the export
growth also has shown an increase trend. From oneedtic currency side has
shown depreciation of post removal of the MFA. Hoere\these conditions are
not followed by rising exports.

The results of analysis of Philippines’s textile pexs growth and
domestic currency during the period before remmiathe MFAs (period from
2000 to 2004) and the period after removal of tHeAs! (the period from 2006 to
2008) is shown in figure 5.7. Philippines expormwth pre removal of the MFA
has shown an increase. But post removal of MFApexgrowth going declined.
Meanwhile from the domestic currency side, pre resmho¥ the MFA has shown
depreciation. But in post removal of the MFA, ttenstic currency has shown
appreciation except in 2008. However in the year 2008 domestic currency

depreciation is not followed by a rise in export®iherwise declining exports.
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Figure 5.7 Analysis of domestic currency and exgeootvth of the Philippines’
textiles and textiles products exports
The results of analysis of Turkey's textile expogt®wth and domestic
currency during the period before removal of theAdRperiod from 2000 to
2004) and the period after removal of the MFAs (teeod from 2006 to 2008) is

shown in figure 5.8.

Figure 5.8
Export Growth and Domestic Currency Analysis of thek8y's Textiles and
Textiles Products Exports
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Figure 5.8 Analysis of domestic currency and exgostvth of the Turkey’'s
textiles and textiles products exports

Turkey’s export growth pre removal of the MFA hdmwn an increase.

But after removal of the MFA, export growth going lileed. This trend is
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reflected also in the domestic currency. From tbmekstic currency side, in the
period pre removal of the MFA has shown depreaiabat post removal of the
MFA has shown appreciation except in the year 2008hat year, the domestic

currency depreciation not followed by a rise in@xg.

55  Competitiveness of Textile and Textile Product Exports of 10 Main

Exporting Countries

Competitiveness of textile and textile product expdetween Indonesian
and other main exporting countries in world marlkatd USA markets during the
period pre removal of the MFA (period from 20002004) and the period post
removal of the MFA (the period from 2006 to 2008) lsing CMS analysis
method has shown in table 5.22.

Table 5.22 Competitivenes$ 10 main exporting countries of textile and tkexti
product export

World Market USA Market
Main Exporter Pre MFA Post MFA Pre MFA Post MFA
Countries 2000 — 2004 2006 - 2008 2000 — 2004 2006 — 2008
Trade Value Trade Value Trade Value Trade Value
($ '000) ($ '000) ($ '000) ($ '000)
China
HS 6205 267.392,49 452.343,09 70.687,32 297.759,4(
HS 620520 42.022,32 418.721,89 -12.389,98 240.954,8
Hong Kong
HS 6205 -274.119,528 -117.355,43 -106.484,75 -721%91
HS 620520 -146.086,12 -150.504,05 -42.354,29 - 134583
India
HS 6205 -367.669,90 59.431,34 -73.074,88 29.723,14
HS 620520 -284.513,71 -23.452,71 -61.503,23 4.723,81
Indonesi
HS 6205 -105.055,992 98.452,06 -3.962,78 63.891,25
HS 620520 -80.939,26 64.688,72 -19.961,77 38.416,16
Italy
HS 6205 21.408,18 147.424,72 -11.092,21 16.010,63
HS 620520 16.592,85 97.059,64 -5.742,81 11.486,13
Malaysie
HS 6205 -57.021,27 25.429,99 -36.814,63 20.142,74
HS 620520 -55.268,51 12.836,92 -34.113,78 6.650,33
Mexico
HS 6205 -30.061,87 18.083,82 -31.901,63 16.668,19
HS 62052 -59.066,9 5.796,4: -61.018,0: 5.193,3¢
Philippine:
HS 6205 -78.415,98 -62.125,63 177.659,52 69.916,69
HS 620520 -53.785,27 167.724,28 -46.929,18 59.028,82
Taiwan
HS 6205 -89.629,97 3.361,90 -85.288,06 2.157,73
HS 62052 -63.792,7 -2.312,2 -61.450,1! -3.742,7.
Turkey
HS 6205 171.264,90 52.130,40 35.338,99 -766,40
HS 620520 167.147,55 12.792,13 38.357,26 -4.773,09

Sources: WITS (Processed)
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For HS 6205 and HS 620520, Indonesian competiti'enégextile and
textile product exports is positive, except in gviA (2000 — 2004). This
indicates that Indonesia was able to enhance tmepetitiveness of textile
products after removal of the MFA. Hong Kong's catifiveness is negative
throughout the period; this indicates that Hong ¢bas not been able to compete
with other competitors in the period both beforel after removal of the MFA.
This result also happened in HS 6205 where Hong Koogmpetitiveness is
negative throughout the period. This indicates thang Kong has not been able
to compete with other competitors.

The competitiveness in HS 620520, India had a negdkiroughout the
period or the product has not been able to compitkeother competitors except
post removal of the MFA in the USA market only. ButH® 6205 almost same
condition to Indonesia, India was able to enhansed@mpetitiveness of textile
products after the MFA removal policy. For HS 620% 8620520, Malaysia's
competitiveness effect had positive in the peribgpast removal of the MFA.
This indicates that Malaysia has been able to ctenpéh other competitors in
the period after removal of the MFAs policy.

Philippines competitiveness is positive, exceptrie MFA (2000 — 2004).
This indicates that the Philippines were able tprione the competitiveness of
textile products after the MFA removal policy. Whilor HS 6205, Philippines’
competitiveness is positive, except in the world ketirIn the world market
shown that Philippines not able to compete with ott@mpetitors in the period
before and after removal of the MFAs policy. Taiweampetitiveness is negative
throughout the period both HS 6205 and HS 620526;itidicates that Taiwan
has not been able to compete with other compeiitaise period both before and
after removal of the MFAs policy.

For HS 6205 and 620520, China’s competitivenegmsitive during the
period pre and post removal of the MFA. This inthsathat China has been able
to develop and maintained its competitiveness gfiléeproducts both pre and
post removal of the MFA. For HS 620520 and 6203y’Hacompetitiveness is
positive both before and after the MFA removal ppkexcept pre removal of the
MFA in USA market. This indicates that Italy was atdedevelop and maintained
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competitiveness of textile products both before aftdr removal of the MFA
except pre removal of the MFA in USA market.

For HS 6205 and HS 620520, Mexico’'s competitivenge gositive, except
in pre MFA (2000 — 2004). This indicates that Mexi@s been able to compete
with other competitors in the period after remoadlthe MFA. Turkey has
positive competitiveness except post the MFA rerhawaUSA market. This
condition indicates that Turkey can maintain itepetitiveness in world markets
but not yet able to compete in the USA market after MFA abolition policy
both HS 6205 and 620520.
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CHAPTER 6
CONCLUSION AND RECOMMENDATION

6.1 Conclusion

Based on the analysis, this research concludeasias/$:

1. For HS 620520 Indonesian textile and textile prodexports are affected
positively by the world export growth. The growth vedso positively affected
by increase in competitiveness, except in pre MFAO@ — 2004). This
indicates that Indonesia was able to enhance tmpettiveness of textile and
textile products after removal of the MFA in the ndomarket and USA
market. The factor of commodity composition hasrbeegative in the pre
MFA period. This may be explained because exportsndbnesia tend to
concentrate in product groups (HS 2 digits or 4tgjgMarket distribution had
negative impact on the growth throughout the peribige factor of market
distribution seems to be the main problem for tfwwh of Indonesian textiles
and textiles product exports. This may be explaibedause the textile and
textile products exports of Indonesia not distrdzlitorrectly to the center of
demand growth.

Similar to HS 6 digits, HS 6205 has shown that Ireian textile and textile
products exports are affected positively by the @aekport growth. The
growth was also positively affected by increas@sncompetitiveness, except
in pre MFA (2000 — 2004). This indicates that Indsia was able to enhance
the competitiveness of textile products after reahdlre MFA. Meanwhile, the
factor of commodity composition has been negatiw®ughout the period.
Market distribution had negative impact on the girothiroughout the period.

2. There are 9 main exporting producers that becomepettors for Indonesia
namely China, Hong Kong, India, Italy, Malaysia, M=x Philippines,
Taiwan, and Turkey. For HS 6205 and HS 620520, Chima Italy become
main competitor because they have been able tdafee®d maintained their

competitiveness of textile products both pre angt ppmoval of the MFA.
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6.2 Recommendation

Based on the finding of this research, there areescecommendations for the

Indonesian government in order to boost textile @xtlle product exports.

1.

The Indonesian government should give first pyord find ways to enhance
exports of textile and textile product through telization in textile and textile
product industry in order to increase productivibigrease the output and make
it more competitive. Government also should creately bureaucracy and

build the infrastructure in order to improve trddeilitation.

. Trade negotiation and promotion are strategy optin export expansion of

product markets. Government could engage in tradgotiagion both at
bilateral and multilateral levels. Such negotiatisrvery important especially

to penetrate barriers implemented by the authsritignarket destinations.

. For further research, Because of the data limitaficsuggest to the next

research to identify determinant factors of Indimestextiles and textile
product export in term of pre and post removalhaf MFA in order to know
what kind of determinant that influence the expafrindonesian textile and

textile product.
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ANNEXES

Annex 1. Export quantity of main countries of textnd textile product, 2000-

2008 (item)
Year
Country
2000 2001 2002 2003 2004 2005 2006 2007 2008
China 10,524,454 9,828,432 12,933,408 8,916,156 7791020| 40,835,604 35,782,008 68,000,436 44,276(503
India 27,129,324 25,127,100 32,737,002 37,307,316,826,440| 48,143,652 38,592,096 34,835,052 17,8052
Indonesia 19,881,82 21,562,332 25,033,104 26,892/529,161,164] 37,435,236 37,939,680 39,447,432 247,80
Italy 2,168,628 2,112,63¢ 2,190,192 2,143,356 28B4 1,967,724 1,706,95p 1,794,3p4 6,798,267

Malaysia 11,865,960 10,053,132 7,744,116 7,622,648,176,188 8,217,84( 8,755,33
Mexico 15,880,680 10,466,568 9,949,0p6 10,202,244 ,5319408| 10,879,23 8,270,08

N

9,253,404 7,475/073
5,423,916 2,918/008
Philippines | 14,109,012 13,044,576 12,664,152 127885 12,885,780 13,898,208 13,984,776 8,380,020 80%%6
Turkey 2,151,708 2,330,26 4,183,886 4,587,180 @&3BB | 5,662,404 2,675,100 2,364,686 3,172,242

oo

Annex 2. RER of main exporting countries of texsted textile product export,
2000-2008 (national currency per US$)

Year
Country

2000 2001 2002 2003 2004 20$5 2006 2007 2p08
China 6,82 7,12 7,47 7,84 8,08 8,07 7,90 7,45 6,94
India 50,10 51,21 49,64 46,47 43,94 45,07 43|17 187, 43,81
Indonesia 13201,00 13194,98 1029911 9357,04 9924,29830,00 8231,8( 8315,52 9117,65
Italy 1,06 1,12 1,01 0,84 0,78 0,81 0,80 0,73 0,69
Malaysia 3,65 3,70 3,69 3,74 3,78 3,78 3J52 332 433,
Mexico 10,73 9,91 10,8] 11,52 11,33 10,78 10,84 710, 13,18
Philippines 57,24 56,67 57,78 59,67 58,58 53,07 7347, 40,25 45,15
Turkey 2,03 2,91 2,31 1,60 1,43 1,35 182 103 1,27
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HS 6205, 2000 and 2004 (‘000 $)

Year
Country
2000 2004
China 1.614.900,78 2.117.513,58
Hong Kong 744.089,49 633.516,39
India 831.397,11 717.714,45
Indonesia 387.089,24 387.365,[/9
Italy 343.244,76 535.402,7p
Malaysia 137.081,72 113.767,94
Mexico 159.401,75 167.459,31
Philippines 181.173,68 148.934,93
Taiwan 137.213,0( 81.544,96
Turkey 165.350,64 418.063,38

HS 6205, 2006 and 2008 (‘000 $)

Year
Country
2006 2008
China 2.749.183,31 3.164.378,61
Hong Kong 437.659,5% 203.525,02
India 774.072,95 808.813,81L
Indonesia 411.752,16 432.758,[19
Italy 542.000,39 708.188,10
Malaysia 151.160,2 146.611,22
Mexico 157.123,8 130.825,74
Philippines 153.820,5 295.759,25
Taiwan 54.124,76 42.781,74
Turkey 420.510,0 488.732,16

67

Annex 3. Total export of main producers of textiteldextile product export for

Annex 4. Total export of main producers of textihelaextile product export for
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HS 620520, 2000 and 2004 (‘000 $)

Year
Country
2000 2004
China 801.281,81] 1.019.131,16
Hong Kong 553.969,20 562.303,25
India 710.330,99 646.316,6p
Indonesia 272.404,00 269.801,25
Italy 288.416,97 464.865,6[3
Malaysia 131.312,53 111.687,%9
Mexico 102.629,17 68.289,51
Philippines 151.068,36 135.282,89
Taiwan 112.442,44 76.463,70
Turkey 133.646,45| 378.084,33

HS 620520, 2006 and 2008 (‘000 $)

Year
Country
2006 2008
China 1.669.463,86  2.203.990,17
Hong Kong 418.669,30 194.210,46
India 667.826,56 690.194,16
Indonesia 311.164,91L 347.453,24
Italy 481.095,72 644.475,43
Malaysia 139.984,46 139.208,99
Mexico 63.668,94 59.157,98
Philippines 143.259,18 293.487,92
Taiwan 50.358,11 40.078,48
Turkey 381.883,19 441.392,29

68

Annex 5. Total export of main producers of textiteldextile product export for

Annex 6. Total export of main producers of textiteldextile product export for
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Annex 7. Import of USA from main producers of textlied textile product for
HS 6205, 2000 (‘000 $)

Reporter Name Partner Name Prodyct Product Name Tr?g%gg)lue

United States Hong Kong, China | 6205 | Men's or boys' shirts. 380.062,508
United States China 6205 | Men's or boys' shirts. 250.273,907
United States India 6205 | Men's or boys' shirts. 230.958,655
United States Indonesia 6205 | Men's or boys' shirts. 172.223,383
United States Mexico 6205 | Men's or boys' shirts. 158.380,476
United States Philippines 6205 | Men's or boys' shirts. 146.833,156
United States Taiwan, China 6205 | Men's or boys' shirts. 133.708,983
United States Malaysia 6205 | Men's or boys' shirts. 130.566,107
United States Italy 6205 | Men's or boys' shirts. 76.902,458
United States Turkey 6205 | Men's or boys' shirts. 27.753,496

Annex 8. Import of USA from main producers of textled textile product for
HS 6205, 2004 (‘000 $)

Reporter Name Partner Name Prodyct Product Name Tr?g%g(e)i)lue

United States China 6205 | Men's or boys' shirts. 429.465,058
United States Hong Kong, China | 6205 | Men's or boys' shirts. 361.965,269
United States India 6205 | Men's or boys' shirts. 304.959,658
United States Indonesia 6205 | Men's or boys' shirts. 230.744,664
United States Mexico 6205 | Men's or boys' shirts. 155.398,578
United States Philippines 6205 | Men's or boys' shirts. 118.341,288
United States Italy 6205 | Men's or boys' shirts. 100.637,181
United States Malaysia 6205 | Men's or boys' shirts. 93.987,535
United States Turkey 6205 | Men's or boys' shirts. 76.879,300
United States Taiwan, China 6205 | Men's or boys' shirts. 76.151,637

Competitiveness of Indonesian..., Erizal Mahatama, FE Ul, 2009.
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Annex 9. Import of USA from main producers of textled textile product for
HS 6205, 2006 (‘000 $)

Reporter Name Partner Name Prodyct Product Name Tr?g%gg)lue

United States China 6205 | Men's or boys' shirts. 542.447,306
United States Hong Kong, China | 6205 | Men's or boys' shirts. 306.064,903
United States Indonesia 6205 | Men's or boys' shirts. 286.631,981
United States India 6205 | Men's or boys' shirts. 264.764,848
United States Mexico 6205 | Men's or boys' shirts. 131.321,733
United States Philippines 6205 | Men's or boys' shirts. 114.039,454
United States Malaysia 6205 | Men's or boys' shirts. 100.006,599
United States Italy 6205 | Men's or boys' shirts. 88.492,071
United States Taiwan, China 6205 | Men's or boys' shirts. 53.473,128
United States Turkey 6205 | Men's or boys' shirts. 45.402,309

Annex 10. Import of USA from main producers of textled textile product for
HS 6205, 2008 (‘000 $)

Reporter Name Partner Name Produyct Product Name Tr?gleo(\)/g)lue

United States China 6205 | Men's or boys' shirts. 853.382,482
United States Indonesia 6205 | Men's or boys' shirts. 263.868,274
United States India 6205 | Men's or boys' shirts. 244,114,582
United States Hong Kong, China | 6205 | Men's or boys' shirts. 142.221,668
United States Mexico 6205 | Men's or boys' shirts. 98.180,097
United States Malaysia 6205 | Men's or boys' shirts. 95.108,315
United States Iltaly 6205 | Men's or boys' shirts. 94.440,9%6
United States Philippines 6205 | Men's or boys' shirts. 77.497,2%9
United States Turkey 6205 | Men's or boys' shirts. 41.465,973
United States Taiwan, China 6205 | Men's or boys' shirts. 41.255,812
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Annex 11. Import of USA from main producers of textled textile product for
HS 620520, 2000 (‘000 $)

ng?nrteer Partner Name Product PNrg?rl]J:t Tr?g %?)/(z);l)lue
United States| Hong Kong, China 620520 Of cotton .B19,09
United States| India 620520 Of cotton 200.550,68
United States| Indonesia 620520| Of cotton 153.171,91
United States| Malaysia 620520( Of cotton 126.129,44
United States| Philippines 620520 Of cotton 125836,
United States| Taiwan, China 620520 Of cotton 1132
United States| Mexico 620520( Of cotton 103.472,32
United States| China 620520| Of cotton 88.573,5[7
United States| Italy 620520| Of cotton 58.181,683
United States| Turkey 620520| Of cotto 24.331,3[7

Annex 12. Import of USA from main producers of textled textile product for
HS 620520, 2004 (‘000 $)

Rﬁg?nr’;er Partner Name Product Pl\zg(:#gt Tr?; %E)/gl)lue
United States| Hong Kong, China 6205P0 Of cotton  .83849
United States| India 620520| Of cotton 279.379,12
United States| Indonesia 620520 Of cotton 196.487,41
United States| Philippines 620520 Of cotton 1083742,
United States| Malaysia 620520| Of cotton 91.845,52
United States| China 620520| Of cotton 88.016,11
United States| Italy 620520| Of cotton 87.825,14
United States| Turkey 620520| Of cotton 74.780,74
United States| Taiwan, China 620520 Of cotton 72531
United States| Mexico 620520| Of cotton 63.017,683
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Annex 13. Import of USA from main producers of textled textile product for
HS 620520, 2006 (‘000 $)

Rﬁg%r(taer Partner Name Product PNrg(ro:Ject Trgj %g/(z;l)lue
United States| Hong Kong, China 620520 Of cotton .294,36
United States| India 620520| Of cotton 244.083,27
United States| Indonesia 620520| Of cotton 240.824,7
United States| China 620520| Of cotton 226.121,53
United States| Philippines 620520 Of cotton 107.820,
United States| Malaysia 620520| Of cotton 98.808,20
United States| Italy 620520| Of cotton 78.202,34
United States| Mexico 620520| Of cotton 55.520,15
United States| Taiwan, China 620520 Of cotton 503BBY
United States| Turkey 620520| Of cotton 44.018,08

Annex 14. Import of USA from main producers of textled textile product for
HS 620520, 2008 (‘000 $)

Rﬁg%r;er Partner Name Product P’\;g?#gt Tr?$d %g(z)a)lue
United States| China 620520 | Of cotton| 562.260,0%
United States| India 620520 | Of cotton|  226.233,05
United States| Indonesia 620520 | Of cotton|  225.076,41
United States| Hong Kong, Chirja 620520 | Of cotton 135.629,62
United States| Malaysia 620520 | Of cotton 94.924,72
United States| Italy 620520 | Of cotton 86.330,09
United States| Philippines 620520 | Of cotton 73.406,84
United States| Turkey 620520 | Of cotton 40.283,78
United States| Taiwan, China 620520 | Of cotton 40.122,149
United States| Mexico 620520 | Of cotton 37.055,31

Universitas Indonesia

Competitiveness of Indonesian..., Erizal Mahatama, FE Ul, 2009.



	Halaman judul
	Abstrak
	Bab I
	Bab II
	Bab III
	Bab IV
	Bab V
	Kesimpulan dan Saran
	Daftar pustaka
	Lampiran

