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Abstract

Foreign Direct Investment (FDI) has an important role in the running of International Trade.
But in expert research, it is still debated whether the relationship between the two things has a
substitution relationship, or a complementary relationship. In this paper, by looking at data
from FDI and export-import activities of the country of Indonesia over the past 20 years, will
be examined what is the most suitable relationship between those two variables. Quantitative
research method is used in this paper, the results obtained are that the relationship between FDI
and International Trade is a complementary relationship which can be seen from the test results
carried out every increase in FDI, followed by an increase in export and import activities. This
paper also tested if there is a relationship between the past FDI and International Trade and the
results showed that there is a negative relationship between those two variables. Moreover, the
result of this paper also showed that if there is an increase on export and import, there will be
an increase on nation’s GDP. These relations showed that all variables are related to each other.
The increasing of GDP is affected by the raising of export and import activity, and the raising
of those activity is affected by the increasing of FDI. Therefore, FDI is an important part not

only in International Trade but also in raising nation’s GDP.
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