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Abstract - National savings is one source of funds needed by the government of a country in order to carry out the 

development process. Until now, the amount of savings in Indonesia is still below the amount needed for infrastructure 

development funds. This research investigates the determinants of Indonesia's national savings. This study uses secondary 

data with the object of research is all provinces in Indonesia during 2013 - 2018. The variables used are the level of 

community income, interest rates, and inflation rates. The findings of the study are that all dependent variables significantly 

influence the level of savings in Indonesia, except that the interest rate variable has the opposite direction to the theory. 
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I. INTRODUCTION 

 

One of the main challenges in the development 

process of Indonesia today is the availability of 

efficient and sustainable funding sources for 

development. From various sources of domestic 

financing, domestic savings are one important source 

for these financing [1]. Funding needs for 

infrastructure development during 2015-2019 reached 

IDR 5,519.4 Trillion, or IDR 1,103.9 Trillion per 

year. In 2017, the National Budget was only able to 

allocate funds in the amount of IDR 194.3 trillion. 

The amount that can be allocated by the state is very 

lower than the infrastructure needs. The government 

is only able to provide 17.6 percent of the needs [2]. 

The Central Bank of Indonesia reported that there 

was an acceleration in the growth of third party funds 

in July 2018, especially for savings instruments and 

time deposits. Third party fund was recorded at IDR 

5,209 trillion with an annual growth rate of 6.4 

percent. This increase in deposits was due to an 

increase in interest rates for certain types of deposits 

and tenors. In addition, the central bank also reported 

that the increase in third party funds growth was due 

to an increase in the proportion of consumer income 

used as deposits. Savings growth was recorded at 

11.3 percent in July 2018 which reached IDR 1.611 

Trillion, higher than in June 2018 which reached IDR 

1.609 Trillion. The highest increase in personal 

savings occurred in The Province of Jakarta and West 

Java [3]. 

 

Although growth in the number of deposits increases 

annually, the government hopes to receive a financial 

contribution from the amount of domestic savings of 

20 percent. Because third party funds growth, which 

is only around 5-6 percent, is still far below 

expectations, the amount of domestic savings is not 

enough to fund development activities. Therefore 

economic development does not only depend on 

domestic savings. Indonesia still needs foreign 

investors to provide funds for smooth economic 

development [2].  In terms of savers or surplus 

spending, savings are also very useful to be prepared 

to avoid risks that are likely to occur unexpectedly. 

Many things might happen, for example shocks in 

decreasing income and even experiencing 

emergencies such as misfortune due to disaster or 

illness that can come suddenly. In addition, savings 

will also create healthier financial conditions. If 

individual or household have savings in an urgent 

situation, it will make an individual more independent 

and will avoid debt [4]. In addition, savings can also 

be used as an alternative portfolio. Savers will get a 

return in the form of interest from funds that have 

been deposited in financial institutions. Therefore, the 

government must be effective in implementing 

monetary policies on interest rate instruments that 

lead to achieving an increase in the amount of public 

savings [5]. Information about the prevailing interest 

rates will be considered by the public to save [5, 6]. 

The interest rate can be described as an appreciation 

or return for customers who have deposited their 

money in a financial institution. But also found the 

fact that interest rates do not affect the level of public 

savings [7].  

 

There is occur continuously decreasing in savings 

interest rates at commercial banks each year during 

2013-2017 from initially reaching 1.89 percent in 

2013 and in 2017 at 1.47 percent. Meanwhile, the 

amount of community savings spread across all 

provinces during 2013-2017 has increased every year. 

In the recording of Indonesia's Financial Economy 

Statistics, the province with the highest amount of 

public savings is The Province of Jakarta with total 

savings in 2017 reaching IDR 1.934 Trillion. While 

the lowest amount of savings occurred in the province 

of West Sulawesi in 2017 only reaching IDR.4.434 

billion [8]. The amount of community savings is 

influenced by the amount of income received. If the 

income received by individuals or households is high, 

ceteris paribus, then the amount of savings also 

increases. Conversely, if the income they receive is 
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low, ceteris paribus, then the amount of savings saved 

will also decrease [6, 7, 9]. Per capita Gross Domestic 

Regional Product in Indonesia in 2017 reached IDR 

51.89 million and there is an increase of 8.1 percent 

compared to 2016 which was only IDR 47.97 million. 

Per capita Gross Domestic Regional Product at 

current prices reaches IDR 13,588 trillion with a 

population of 261.8 million. The provinces that 

dominated in Gross Domestic Regional Product of 

Indonesia were in Java which contributed 58.49 

percent, while the contribution of Sumatra Island was 

only 21.66 percent, Kalimantan Island 8.2 percent, 

Sulawesi Island 6.11 percent, and other islands 5.54 

percent [10]. 

 

Changes in the inflation rate create an effect on the 

level of household consumption. These effects are in 

the form of income effects. given income, an increase 

in inflation will have an impact on household 

consumption which tends to increase due to the need 

for goods experiencing an increase in prices or will 

reduce the purchasing power of the community, 

ceteris paribus, causing the people's ability to save 

down [6, 11]. Indonesia's inflation has continued to 

decline from 2013 which reached 8.38 percent and in 

2016 to 3.02 percent. But in 2017 inflation 

experienced an increase of 3.61 percent [8]. Inflation 

control is driven by positive developments in 

domestic and external factors. The consistency of 

Bank Indonesia's monetary policy and policy 

coordination with the government related to the 

supply side, mainly directed to provide supply, 

smooth distribution, and stability of food prices is 

carried out to support inflation control [8]. 

 

II. LITERATURE REVIEW 

 

Saving-Investment Analysis (S-I) is a tool analysis to 

explain the determination of interest rates, and not to 

determine employment and income as in Keynes's 

view. The classical opinion of S-I is similar to the 

issue of market price (market equilibrium price), 

which occurs because of the interaction between 

supply and demand for an item. In line with the 

process of the market price, the interest rate occurs 

and is determined by the balance between savings 

supply and demand for savings (for investment). The 

interest rate is the payment of non-consumption, 

compensation for the willingness to wait and not for 

consumption and payment for the use of funds. 

Therefore, if the interest rate rises, the amount of 

savings will also increase. The interest rate is 

determined from the balance point between savings 

and investment. 

 

In the Classical view, the interest rate is a functions 

as a mechanical force (mechanism) that balances 

between savings and investment without regard to the 

role of income. The equality of balance between 

saving and investment is based on Say's Law, namely 

that supply will create its own demand. Basing 

yourself on Say's law means that every saving 

automatically becomes and equals investment. In 

order for the interest rate to be able to successfully 

equalize investment-savings, then each party in the 

market (demander and supplier) must be in a 

competitive position (this is a general condition in 

Say's law). Another requirement is that the higher the 

interest rate, the more people who want to save. It 

means that at a higher interest rate the community 

will be more motivated to sacrifice spending on 

consumption in order to increase savings [12]. The 

relationship between savings, consumption and 

income is very close. The amount of savings is 

influenced by the amount of consumption. A person's 

income can change from continuously according to 

their abilities. Therefore, a change in one's income it 

will also change the amount of expenditure for 

consumption. Therefore, income is an important 

factor in influencing a person's or community's 

consumption [13]. Income reflects a picture of the 

economic position of the family in the community, 

therefore everyone who will always try to increase 

their income to meet and improve living standards. 

 

Gross Regional Domestic Product is basically a 

collection of income of a region, and the level of 

Gross Regional Domestic Product will affect the level 

of income per capita of the region concerned. 

However, even the smallest number of population 

will affect the amount of income per capita of a 

region, and the high Gross Regional Domestic 

Product does not guarantee high per capita income. 

This happens because the factor of population 

determines the level of income per capita. Gross 

Regional Domestic Product per capita is a description 

and average income received by each population for 

one year in an area / region. This statistical data is 

one indicator that can be used to measure the level of 

prosperity of an area / region [14]. 

 

Inflation will harm the individual/household or fixed 

income debtors because it will reduce their real 

income. If income does not increase in line with 

inflation, this will then increase the burden of costs 

for the debtor and then will reduce the amount of 

funds available for debt repayment (credit). Due to an 

increase in inflation, it will have an impact on 

nominal income for household consumption which 

tends to increase the price of good and services or it 

will reduce the purchasing power of the community, 

ceteris paribus, thus causing the community's ability 

to save down [11, 15]. The higher inflation will cause 

people's purchasing power to decrease and raise 

interest rates at conventional banks. 

 

III. MATERIALS AND METHOD 

 

The data used in this study are secondary data 

sourced from the official website of Central Bank of 
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Indonesia and the website of the Central Statistics 

Bureauin each region. The type of data used is panel 

data (a combination of time series and cross-section 

data) derived from samples that were successfully 

collected in all provinces in the periods of 2013-2017 

with totally consist of 170 observations. Research 

variables used in this study are public savings, 

interest rates, income, and inflation. The operational 

definition of each variable used in this study is as 

follows. 

1. Community savings (sav) is the total amount of 

community savings stored in all banks, both state 

and private banks, which are spread in all 

provinces in Indonesia. Unit of billions (IDR). 

2. Income (inc) is the total real income of the 

people in each province, which is proxied by per 

capita Gross Regional Domestic Product. Unit of 

of Millions (IDR). 

3. Interest rate (ir) is the annual average of the 

amount of the deposit rate that applies in all 

banks in Indonesia. Unit of percent. 

4. Inflation (inf) is the annual rate of inflation that 

occurs in all provinces in Indonesia. Unit of 

percent. 

 

The method used to analysis the data in this study is 

the panel data regression analysis method with the 

estimation equation below: 

 

ln Sit = α0 +  β1 ln Incit +  β2 irit +  β3 Infit 

 

where 

S  =  Savings 

Inc  =  Per kapita Income Regional 

Domestic Bruto 

Ir  =  Interest Rate 

Inf  =  Inflation rate 

i  = cross section 

t  = series 

 

Based on the results of the Nested test, the Random 

effect model was chosen as the best model. The data 

in this study have also gone through a classic 

assumption test and have passed the test.  The 

regression results from the above model are presented 

in Table 1. 

 

Variable Koefisien Prob. 

Constanta  5,980151 0,0000 

Inc  0,072728 0,0012** 

IR  -1,014360 0,0000* 

Inf  -0,806587 0,0103** 

R-squared 0,762907 

F-statistik 174,8310 

Prob (F-stat) 0,000000 
Table 1: The Estimation Result of Fixed Effect Model 

*Denote significantly at α = 0.01 

** Denote significantly at α = 0.05 

Based on Table 1 it can be seen that the variable 

Gross regional Domestic product per capita has a 

significant effect on the amount of savings and has an 

impact on increasing public savings in Indonesia. The 

variable Gross regional Domestic product per capita 

shows the direction of a positive relationship. This 

relationship means that if the Gross regional 

Domestic product per capita increases, community 

savings will also increase. An increase in community 

income will increase the ability of the community to 

save, so this will have an impact on increasing the 

amount of community savings [5, 7, 9, 14]. 

 

For variable interest rates show a significant negative 

relationship direction. This means that an increase in 

interest rates actually reduces the amount of public 

savings in Indonesia. This might be due to the current 

motivation of the people to save is no longer 

motivated by interest rates. These findings contradict 

the theory as well as some studies that have been 

carried out by previous studies [6, 7]. Meanwhile, the 

variable inflation has a significant negative effect on 

the amount of public savings. This is due to an 

increase in inflation, all else equals, causing a 

decrease in people's purchasing power. This will 

further reduce the community's ability to save. This is 

in line with savings theory and the findings of several 

previous studies [11, 15]. 

 

Based on the R-squared value, it can be stated that the 

variable variation in the amount of public savings can 

be explained by 76.29 percent by variations in the 

variables of community income, interest rates, and 

inflation rates. Whereas based on the F-statistic Prob 

(0.00000), it can be said that all regressor variables 

have a significant effect on the community savings 

variable in Indonesia. 

 

IV. CONCLUSION AND RECOMMENDATION 

 

Analysis of the effect of income, interest rates and 

inflation on community savings for case studies in 

each province in Indonesia in 2013-2017 can be 

concluded that all regressor variables namely public 

income as measured by Per Capita Gross regional 

Domestic product, variable interest rates proxied by 

deposit rates annual, and inflation variables show a 

significant effect on public savings in Indonesia in 

2013-2017. 

 

From this finding, the government, in this case the 

monetary authority, must be able to use monetary 

policy tools to influence interest rates in such a way 

that the prevailing interest rates are able to attract the 

interest of the public to save, but on the other hand do 

not reduce the level of investment. Because if interest 

rates are too high, it is very likely to increase people's 

desire to save so that the level of community savings 

increases. But with interest rates that are too high will 

affect the decline in investment so that it will 
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negatively impact the equilibrium of the national 

economy. The shock to the economy will further 

affect the level of community income. 
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