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ABSTRACT

Inthedisruptiveera, old ways have been plagued by changesthat took place very quickly. Theresearch
aims to analyze the determinants and dominant factors of the development of the Indonesian short-
term and long-term handicraft industry exports in the current disruptive era.

Thesecondary time series data of the sampleis determined by purpaosive sampling. Independent variable
consists of the number of small and medium micro enterprises, the rupiah exchange rate against the
US dallar, peopl€e's business loans, and inflation, while the dependent variable is the export value of
the Indonesian handicraft industry. Data analysis method uses OL S (Ordinary Least Square) Multiple
Regression with Error Correction Modd (ECM).

The results of the study are the number of small and medium micro enterprises, the rupiah exchange
rate against the US dollar, peopl€e's business loans, and inflation are determinants of the export of
Indonesian handicraft industries. The dominant factor in increasing the export of Indonesian handicraft
industry in the long term is the number of Micro, Small and Medium Enterprises, while in the short
term the amount of People’s Business Loans.

Keywords: Disruptive Era; Micro, Small and M edium Enterprises; Rupiah exchangerate against dollar
America; People's Business Loans; Inflation; Craft Industry Exports;, ECM

INTRODUCTION continuity of national economic development.
Therefore, success in building and improving
export performance will determine the
continuity of national economic development.
Exportsarealso one of theinstrumentsthat
has a considerable influence in the effort to
increase economic growth and equity, and
provide a significant contribution in creating
business opportunities and increasing

Inthedisruptive era, systems and old ways have
been plagued by changes that took place very
quickly and were difficult to predict. Creativity
and innovation have proven to be the key to
maintaining a business in the disruptive era.
The role of exports as one of the main
sources of state foreign exchange revenues is
very strategic and important in supporting the
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employment and increasing income.
Furthermore, exports are a source of foreign
exchange which can be used to finance imports
and state debt. Therefore, the government made
various effortsin order to boost the performance
of national exports. The efforts made include,
the Indonesian government carried out various
approaches both diplomatically and adopted the
“ outward-looking trade policies “.

Indonesia’s trade balance in 2017 was a
surplus of 11.84 hillion US dollars, up 16.22
percent and the value of imports rose 15.66
percent year on year. Indonesia’s non-oil and
gas trade balance in 2017 was seen from the
country, recorded a surplus against India (US $
10.16 billion), the United States (US $ 9.44
billion), and the Netherlands (US $ 3.03 hillion).
The weakening of Indonesia’ strade performance
is due to one of them due to the low
competitivenessin the trade liberalization arena.

The high share of exports in destination
countries showsthe high dependency and market
concentration for Indonesia’'s commodity
exports so that Indonesiawill be very dependent
on macro conditions in destination countries
which will ultimately affect demand for export
products. Dependence on these markets is
certainly considered quite risky for the
Indonesian economy. Indonesia’s exports are
supported by the performance of non-oil exports.
Non-oil and gas exportsrose by 15.8%. Exports
of non-oil and gas goods experienced a
significant increase.

Economic uncertainty and external turmoil
in some of the world’'s major markets in the
disruptive era require a tactical attitude for
Indonesia. Furthermore, in anticipation of a
sustained total trade balance deficit and a
dowdown in non-oil exports, it is necessary to
design an export development strategy by
considering the core competitiveness of
Indonesian export products. This is important
for Indonesia because in addition to economic

growth and expansion of employment
opportunities, Indonesia also faces challenges
in achieving development targets in a broader
sense. Theexport value of the craft industry such
as handicrafts shows an increase from year to
year. Furthermore, handicraft industry exports
continued to increase until 2016. On average,
during the period of 2010-2016, handicraft
exports increased by 6.93 percent per year. The
largest increase in handicraft industry exports
occurred in 2014, amounting to US $ 2,294.3
million or 14.46 percent.

Main export destination countries craft
industry isthe United States, Switzerland, Japan,
Singapore, Germany, China, Hong Kong,
Belgium, South Koreaand the United Kingdom.
When compared within 2015, exportsto theten
countries in 2016 increased by 13.43 percent.
The export value that experienced the highest
increase wasthe value of exportsto Switzerland,
which amounted to 117.37 percent. In 2015 the
value of exports to Switzerland only as big as
US $ 960.9 million and increased to US $ 2.09
billion in 2016. The large increase in exports to
Switzerland was caused by demand for craft
commodities sub-sector, namely the results of
the precious metal jewelry industry for personal
use rose sharply by US $ 1.13 billion. The
significant increase in the value of the
commodity export of the craft sub-sector made
Switzerland the second destination for the craft
industry to export in 2016, shifting the position
of Japan.

Exports of the Indonesian handicraft
industry are constrained by various obstacles.
Regulations related to issues of environmental
security, health and consumer safety are
constraints that are quite difficult for Indonesia.
Handicraft producers from MSMESs lack access
to fulfill these requirements. In addition, the
pattern of consumers who have fast-changing
tastes makes it difficult for Indonesian
producers. Another obstacle arises because the
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US wants handicraft products from Indonesia
to have branding, while entrepreneurs of
handicraft products that are generally MSMEs
are quite difficult to fulfill this. If all these
obstacles can be overcome, it is not impossible
that exports of craft products to the US will
increase.

The market opportunity isquite wide open.
The opening of market access because it has
been integrated in ASEAN free trade, especially
when the MEA will be established is an
opportunity for both countries. In addition, the
large number of Indonesian citizens living in
Malaysia can also assist in marketing the
product. Thisisan opportunity for Indonesiato
be ableto increase exports of handicraft products
to Malaysia. The barriers to entering the
Malaysan market are more dueto theincreasing
number of competitorsfrom various neighboring
countries (Thailand and Vietnam) who produce
similar quality goods and competitive prices.
Therefore, Indonesian producers must face
challenges to compete with Thailand, Vietnam
and Malaysia themselves in seizing the market
for handicraft products.

The products produced by Indonesia’s
Micro, Small and Medium Enterprises
(MSMEs) are still having difficulties in
penetrating the export market, one of the
obstacles experienced by MSMES s constraints
on language. So far, most MSMEs «ill only
understand Indonesian. As aresult, it is difficult
to interact with export destination countries. For
examplein Singapore who interact using English
or Mandarin. That also applies to the product
brands listed. Another problem is the matter of
marketing that is still limited. Unlike large
companies, M SMEsthat have less capital, it will
be difficult to market their productsabroad. That
is also considered to be one of the obstacles to
the difficulty of developing MSMEs abroad.

The problems most often faced by MSMES
today are capital problems which remain one of

the important needs to run their business both
for working capita and investment needs (Lijun,
2016, p. 1145). For MSME entrepreneurs, the
provision of low interest loansisconsidered very
important considering the need for working
capital and investment financing is needed to
run a business and develop the scale of its
business. Financing the biggest challenge for
MSMEs is effective financial management both
to run the organization and to expand activities
in consideration of global competition (Zhang,
2014, p. 99).

In addition, the problem of the rupiah
exchangerate against the US dollar also affected
the small size of Indonesia’s handicraft export
value. The rupiah exchange rate is volatile and
very unstable influence circumstances
Indonesian macro economy. Broadly speaking
there are three variables that affect Indonesia’s
macro economy, namely, the first variable
related with value exchange rupiah isthe balance
of demand and supply of domestic and foreign
currencies. The decline in the rupiah exchange
rate reflects the decline in public demand for
the rupiah due to the declining role of the
national economy or because of the increasing
value of foreign currencies as an international
payment instrument so that import costs have
increased. Thesecond variableistheinterest rate
and the third variable is inflation. Depreciation
pressure on the rupiah must be balanced with
monetary policy instruments carried out by Bank
Indonesia to stabilize the rupiah exchange rate.

Theweakening of the rupiah exchangerate
that continues to change is a problem for
Indonesia, which results in a decline in people’s
welfare. For import-based business people with
the domestic market. How does it not become a
problem, when a weaker rupiah value occurs
making inequality in export goods and
companies oriented to imported raw materials.

Another factor affecting the export of
Indonesian handicraft industry is the problem
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of inflation. On generally occurrence inflation
trigger growth import more fast developing
compared to export growth (Sukirno, 20 1 2). It
can be said that inflation has a negative
relationship to exports (Wardhana, 2011). In
various developed countries, the increasing
number of money supply is a cause of inflation
and different from developing countries,
inflation itself is caused by fiscal imbalances,
namely the existence of exchange rate
depreciation and very high growth inthe amount
of money (Totonchi, 2011). Governments in
various countries will definitely try to make
inflation in their country at a normal level.
Inflation is the cause of the duggish economy
because prices of goods and basic necessities
continue to soar (Mankiw, 2009).

With many entrepreneurs engaged in the
field of crafts, it will produce new business
opportunitieswhileat the same time have a share
in absorbing the workforce in Indonesia. The
productivity of Indonesias MSMESs from the
handicraft industry category inthe face of export
challenges has been tested with its significant
contribution to the creation of employment and
foreign exchange. The growing growth of the
handicraft industry and the expanding domestic
and export markets, employment has opened up.
Craft business is able to develop the real sector,
create jobs, and provide income for all the
elements involved in the business. The export
growth of handicraft products once reached 5-6
percent. The contribution of handicraft exports
to its own growth is not only directly, but also
indirectly where established export growth
drivesthe growth of people’s purchasing power
which later also becomes a supporting factor for
overall economic growth.

The rapid development of information
technology has shaken the old economic
paradigm, so that the economic era can now be
called an era of economic disruptive. In the era
of economic disruptive, the problem of MSME

export development will increase again, for
example the influence of disruption in supply
chain design and management, among others,
is risk arising from disruption to normal
activities (Li et al., 2010). Disruption occurs
when there are new companies with
technological advancements to shake
established incumbents easily unexpectedly
(Christensen et al., 2016) .

This paper only discusses the problem of
the number of small and medium micro
enterprises, the rupiah exchange rate against the
US dollar, people's business loans and inflation
affects the export of the Indonesian handicraft
industry. The limitation of this problemis based
on researchers observations of some of these
factorswhich have the potential to contribute to
the increasing export of the handicraft industry
as part of the creative economy industry in the
current disruptive era. The problems that are
formulated are what are the dominant
determinants and factors for developing short-
term and long-term Indonesian handicraft
industry exports in the current disruptive era?

LITERATURE REVIEW

Alvin Toffler (1980) in his theory of dividing
the wave of economic civilization into three
waves. Thefirst wave wasawave of agricultural
economy. Second, the wave of the industrial
economy. Third is the wave of information
economy. Then the fourth wave is predicted
which is a wave of creative economy oriented
to creative ideas and ideas. Over the past 20
years, the theory of disruptive innovation has
been very influential in business circles and a
powerful tool for predicting incoming industries
will succeed. Unfortunately, this theory has also
been widely misunderstood, and the“ disruptive”
label has been applied too carelessly whenever
new market entrants shake old established
players(Christensen et al., 2016). Disruptive era
isatimewhen it isfull of disturbances with many
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changes. Technological advances and new
innovations replace systems and old ways to
become truly new systems and methods. The
ways old businesses really turn out to be
innovative creative businesses.

Central issues macroeconomic iseconomic
growth, unemployment, inflation problem, the
problem of instability of economic activity, and
issue of trade balance and balance of payments
(Bakti, Rachmat, and Sjahrir (2010). The
economic policies formulated by the
government would have to be adapted to its
objectivesor targetswhat must be achieved with
the policy to be made, short-term policy aimsto
maintain stability, while the long-term policy is
primarily aimed at growth.

The Indonesian Ministry of Trade (2010)
states that the creative industry is an industry
that originates from the use of creativity, skills
and individual talents to create prosperity and
employment through the creation and utilization
of the individual’s creation and creativity. The
concept of the Creative Economy needs to be
developed in Indonesia because it provides
Multiple-Effect in the economy. Besides
statistically the existence of creative industries
increases GDP, this concept also absorbs a lot
of labor. The Creative Economy does not process
itself, with results that are not small. This
industry revives other industries, such as
processing, packaging, transportation
distribution, advertising, product design,
services and land rent, then creates new jobs,
the main resourcesare renewable, unlimited, and
sustainable.

Having a business in the era of Creative
Economy ismoreinteresting thaninthe previous
economic era, because there are mass media,
print and online. The business we have is not
only limited, but also broad and can be expanded
because of unlimited information exchange.
Digital content isthe main choice in the present
era triggering the mindset of the community to

be more creative, innovative, and sensitive to
the issues around. The community is also
required to be more technologically literate, with
existing limitations and talents possessed. This
isareference point for the community to bemore
advanced and create new things and productsto
meet their needs. As a regional branding, the
formation of identity and icon. An area, city or
province, can make the concept of Creative
Economy as a regional development strategy,
as well as branding its regional self image.
Howkins (2001) in his book The Creative
Economy discovered the presence of awave of
creative economy after realizing that in the first
timein 1996 the export of copyrighted worksin
the United Stateshad a salesvalue of US$60.18
billion which far exceeded exports of other
sectors such as automotive, agriculture and
aircraft. According to Howkins new economies
have emerged around the creative industry
whichiscontrolled by intellectual property laws
such as patents, copyrights, brands, royaltiesand
designs. Creative economy is the development
of concepts based on creative assets that have
the potential to increase economic growth (Dos
Santos, 2007).

Creative industries based on foreign
references are asfollows: Creative Industries as
those industries which have their origin in
individual creativity, skills & talents, and which
have a potential for wealth and job creation
through the generation and exploitation of
intellectual property. This includes: advertising,
architecture, the art and antiques market, crafts,
design, designer fashion, film and video,
interactive leisure software, music, performing
arts, publishing, softwareand computer services,
television & radio (Natale De Douglas and
Gregory H.Wassal, 2007).

The creativeindustry isapart or subsystem
of the Creative Economy, which consists of
creativeindustry, forward and backward creative
industry linkage. Creative Core industry is a
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creative industry where the creation of its main
added value is the utilization of the creativity of
creative people. Inthe process of creating added
value, core creativeindustries need output from
other industriesasinput. The industry that isthe
input for core creative industries is called
backward creative industry linkage . Output
from core creativeindustries can also be an input
for other industries, which are called forward
creative linkage industry (Creative Economy
Agency, 2012).

Craft activities are creative activities
related to the creation, production and
distribution of products that are made and
produced by craftsmen who start fromtheinitial
design to the completion of the product. The
process of craft activities includes handicrafts
made of precious stones, natural and artificia
fibers, leather, bamboo rattan, wood, metal,
(gold, silver, copper, bronze, iron) wood, glass,
porcelain, marble, clay and chalk. Even though
it is processed with relatively simple equipment,
but handicraft products have very high artistic
value that has quite expensive selling power.
Handicraft products aregenerdly only produced
in relatively small quantities (not mass
production). The production volumethat can be
produced by this handicraft industry group is
very dependent on the number and expertise of
available craftsmen, so that this industry group
can be categorized as labor intensive industry
(Trade Department, 2008).

The craft industry players are till limited
to craftsmen and handicraft entrepreneurs who
are still of the scale of Micro, Small and Medium
Enterprises. Micro, small and medium
enterprises (MSMEs) play important roles in
development and economic growth (Tambunan,
2013). In this strategic position, on the other
hand Micro and Small Enterprises still face
many problems and obstacles in implementing
and developing their business activities. Actually
the problems and obstacles faced are still classic

in nature that have been frequently expressed,
including: management, capital, technology, raw
materials, information and marketing,
infrastructure, bureaucracy and levies, and
partnerships. People’s Business Loan (PBL) is
credit / financing to Micro, Small and Medium
Enterprises (MSMES) in the form of working
capital and investment that are supported by
guarantee facilities for productive businesses.
PBL is a program launched by the Indonesian
government but the source of funds comes
entirely from bank funds. The performance of
MSMEs can be affected by inflation.

Inflation can cause an unstable
environment for economic decisions. So if
consumers estimate that the future inflation rate
will rise, then will encourage them to purchase
goods and services on a large scale. Likewise
with banks or other lending institutions, if they
suspect that the inflation rate will rise, they will
charge a high interest rate on loans given as a
protection measure in the face of losses of
income and wealth (Bradley, 1985 in Nanga,
2005).

International trade occurs on the basis of
differencesin technological capabilities between
countries (David Ricardo’s comparative
advantage theory), because of differencesin the
wealth of production factors owned by the
countries concerned (Hechkscher and Ohlin) and
or occurs due to differences in preferences of
certain goods and services (Dong-Sung Cho &
Hwy-Chang Moon, 2000).

According to Todaro (2004) and Bachrawi
(2004), exports areinternational trade activities
that provide stimuli to foster domestic demand
which causes the growth of large factory
industries, along with stable political structures
and flexible social institutions. In other words,
exports reflect international trade activities, so
that a developing country is likely to achieve
economic progresson apar with more developed
countries. The obstacles faced in commodity
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exports include competitiveness that is low in
price and time of delivery. Competitiveness is
often considered an exporter’sinternal problem,
eventhoughit isactually anational problem that
cannot be overcome by entrepreneurs
themselves. Marketing channels do not develop
abroad. This activity requires afee. However, if
the business is successful, the company will
enjoy large profits and at the same time the
company has made an important contribution
to the country’s economic development in the
form of increased exports, increased foreign
exchange, increased taxes, increased national
income and increased employment
opportunities.

In conducting international transactions,
each country must take into account the
exchange rates or exchange rates of other
countries so that transactions between countries
are made easier. Exchange Rate is the price of a
currency of a country that is measured or
expressed in another currency. Exchange rates
play an important role in spending decisions,
because exchange rates alow a country to
trandate prices from various countries into one
common language (Krugman and Obstfeld,
2006) .

METHODOLOGY

The study was conducted in 2017 - 2018. The
secondary sampletime seriesdatacollectionwas
determined by purposive sampling. | ndependent
variable consists of the number of small and
medium micro enterprises (X1), the rupiah
exchange rate against the US dollar (X2),
people'sbusinessloans (X 3), and inflation (X5).
The Dependent variable is the export value of
the Indonesian handicraft industry (Y).

Data analysis method uses OL S (Ordinary
Least Square) Multiple Regression with Error
Correction Model (ECM). The model
formulations are:

1. Ordinary Least Square (OLS) Multiple
Regression Model: Ln_EXPORTt = 3
O+ pB1lLn_ MSMEt+ B2Ln_ERt+ 3
3Ln_PBLt+ BLn_Ln_INFLATIONt
et Q)
2. Error Correction Model (ECM):
a. Long-term estimation equation (L)
Ln_EXPORTt = b O + b 1A
Ln MSMEt+ b2ALn_ERt+ b 3A
Ln_PBLt + b 4ALn_INFLATIONt
+ ECTt 2
b. Short term estimation equation (S)
Ln EXPORTt-1=b0+ b1ALn_
MSMEt -1+ b2ALn ERt-1+ b
3ALn PBLt -1 + b 4A Ln_ Ln_
INFLATION t-1+ ECTt-1  (3)
Where :
Ln Export =Indonesian Handicraft
Export Industry
Ln MSME =Micro small and
Medium Enterprises

Ln ER = Exchange Rate of
Rupiah / USD

Ln PBL =People’s Business
Loans

Inflation = Inflation

Multiple regression analysis was carried
out after fulfilling the Classic Assumption Test
(BLUE), namely Data Normality Test, Mullti-
collinearity Test, Heteroscedasticity Test, and
Autocorrelation Test, ECM Analysis through 3
steps of data analysis namely (1) stationary test
data, (2) co-integration test to find out whether
thereisalong-term and short -term relationship
between variables X and Y, and (3) compiling
Error-Correction Model (Gujarati, 2006).

RESULTSAND DISCUSSION

The classic assumption test results for all
variables, based on the Jarque method - Bera
probability value > 0.05, then the data is
declared to be normally distributed. Correlation
coefficient <0.80 then the model does not
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contain multi-collinearity. Correlation Matrix
Testing White method, with Probability value
Chi- squared > 0.05, there is no problem of
heteroscedadticity. The Breusch-Godfrey method
isthe Lagrange Multiplier method Chi- squared
Probability value > 0.05, so there isno problem
with autocorrelation.

Thefirst stage stationary test in estimating
data using the unit root test. Based on the test
results of Augmented Dickey-Fuller (ADF) at
the level of the level that includes the intercept,
all variables at this level are probability values
> 0.05. Up to thisstage, for all variables said to
be not stationary at the same degree, namely at
the level of the level. So it is necessary to do a
degree of integration test or stationary test on
the degree of difference until all variables
observed are stationary at the same degree.
Statistical test resultsonthefirst difference show
that the ADF probability value < 0.05, for al
these variablesdo not contain unit root problems
and have stationary data conditions at the first
difference level or one degree of integration.

The results of the co-integration test with
Johansen’s method approach, the result is the

value of Trace Satistic (65,951) > Critical Value
(60,061) and aProbability value of 0.014 < 0.05,
aswell asthe Max Eigen Satistic value (73,681)
> Critical Value (69,818) and Probability value
0.0238 < 0.05, thus it can be concluded that all
variablesin thelong termthere is co-integration
in the equation model.

Testing the hypothesis of the Influence of
Micro, Small and Medium Enterprises,
Exchange Rate of Rupiah against US dollar,
People’'s Business Loans and Inflation on
Indonesian Handicraft Industry Exports based
on stationary test and Co-integration test with
analysisusing ECM stated along-term balance.
The long-term balance estimates are presented
in Table 1, while the short-term balance
eguations are presented in Table 2.

Long-term estimation equations based on
Table 1 are as follows:

L (LNEXSPORTS) = 3.927558 + 0.822543 L
(Ln_MSME ) - 0.239533
L (Ln_ER) + 0.162854 L
(Ln_PBL ) - 0.064179 L
(Ln_INFLA-TION) (4)

TABLE 1. RESULTSOFLONGTERM ESTIMATES

Variable Dependent: Ln_EXPORTS
Independent Variable Coefficient Sd. Error t-Statistics Prob.
C 3.927558 1.270681 3.090908 0.0037
L (Ln_MSME) 0.822543 0.129298 6.361609 0.0000
L(Ln_ER) -0.239533 0.109148 -2.194571 0.0342
L (Ln_PBL) 0.162854 0.035156 4,632315 0.0000
L (Ln_Inflation) -0.064179 0.029060 -2.208453 0.0332
R-squared 0.911878
Adjusted R-squared 0.902839
F-statistics 100.8916
Prob (F-statistic) 0.000000

Source: Data processed Eviews 8
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TABLE 2. RESULTSOF SHORT TERM ESTIMATES
Variable Dependent: Ln_EXPORTS

Independent Variable Coefficient Sd. Error t-Statistics Prob.
C 0.014219 0.002861 4.970655 0.0000
S(Ln_MSME) 0.06964A7 0.025171 2.766906 0.0093
S(Ln_ER) -0.284808 0.102353 -2,782607 0.0087
S(Ln_PBL) 0.640623 0.201190 3.184162 0.0032
S(Ln_INFLATION) -0.009776 0.003867 -2,528232 0.0163
ECT (-1) -0.153643 0.061803 -2.486019 0.0176
R-squared 0.808577
Adjusted R-squared 0.79 1628
F-statistics 2 .950246
Prob (F-statistic) 0.000000

Source: Data processed E views 8

Short-term estimation equations based on
Table 2 are as follows:

S(Ln_EXPORTS) = 0.014219 + 0.069647 S
(Ln_MSME) - 0.284808
S(Ln_ER) + 0.640623

S(Ln_PBL) - 0.009776 S (Ln_INFLATION) -
0.153643 ECT t-1 (5)

Based on the results of the above research,
it is stated that (1). The long-term export of the
Indonesian handicraft industry has high hopes
because the L intercept > S intercept; (2). The
number of MSMEs and PBL has a significant
positive effect on exports, both long and short
term; (3). Exchange rates and inflation have a
significant negative effect on exports both long
and short term; (4). The independent variable
under study contributes greatly to exports,
namely 90% in the long term and 79% in the
short term; (5) The determinant of Indonesia’s
long-term handicraft industry exports is the
number of MSMEs, while the short term is the
number of PBL.

Influence positive the number of MSMES
means that every increase in the number of

MSMEs will be followed by an increase in the
number of Indonesian handicraft industry
exports. These results explain that the Micro,
Small and Medium Enterprises (MSMEsS) in the
era of economic disruption have an important
role in the economy in Indonesia. MSMEs have
a proportion of 99.99% of the total business
actors in Indonesia or as many as 56.54 million
units (BPS, 2016). Micro, Small and Medium
Enterprises have been able to prove their
existence in the economy in Indonesia. When
the storm of the monetary crisis hit Indonesiain
1998 small and medium scale businesses were
relatively able to survive compared to large
companies. Because the mgjority of small-scale
businesses are not too dependent onlarge capital
or external loansin foreign currencies. So, when
there are fluctuations in exchange rates, large-
scale companies that generally always deal with
foreign currenciesare the onesthat have the most
potential to experience the impact of the crisis.
The MSMEs business contributes around 60%
of GDP (Gross Domestic Product) and opens
employment opportunities for the community.
The number of MSMES is the dominant factor
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inincreasing the export of Indonesia’'slong-term
handicraft industry.

The results showed that the People’s
Business Loans (PBL) had a significant and
positive effect on the Indonesian Handicraft
Industry Exports both in the long term and in
the short term. In the short term, PBL is a
determinant of export development. Based on
Ministry of Cooperativesand Small and Medium
Enterprisesdataon December 28, 2016, thetotal
realization of Micro PBL was65.4trillion. Retail
PBL and TKI are recorded at Rp. 28.2 trillion
and Rp. 151 hillion respectively. The realization
of People’s Business Loans Distribution (PBL)
in 2017 fell compared to the realization in 2016.
Until December 31, 2017 PBL distribution
reached Rp 95.56 trillion or 89.6% of the target
of Rp 106 trillion. The previous year, PBL
distribution reached Rp. 94.4 trillion or 94.4%
of the target of Rp. 100 trillion. The total PBL
was distributed to 4,408,925 debtors, through
36 PBL channeling ingtitutions. The increase in
the craft industry based on the development of
the number of MSMEs in the short term, for
example from year to year requires additional
capital that can be obtained through the
provision of PBL.

CONCLUSION
The conclusions in this study are:

1. The number of small and medium
micro enterprises, the rupiah exchange
rate against the US dollar, people’'s
business loans, and inflation are the
determinants of the Indonesian
handicraft industry.

2. The dominant factor in increasing the
export of Indonesian handicraft
industry in the long term is the number
of MSMEs (small and medium micro
enterprises), while in the short term is
the amount of PBL (people’s business
loans).
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