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Abstract— The ability of farmers in the village's
economic life is very varied and tends to be in a
weak position, especially in terms of saving skills.
This study aims to determine the influence of
socioeconomic factors on the ability to save, pull,
and push elements of farmers to keep and
resource savings fund farmers. This research is a
case study in Deli Serdang Regency, North
Sumatera, where 60 people from 312 populations
of paddy rice farmers were sampled purposively.
The results showed that simultaneously social
factors: the number of dependents, education
supply, experience, and age of farmers
significantly affected the ability to save. While
partially, the number of dependents and skills
influence substantially the ability to save, while
the education supply and age of the farmer have
no significant effect on the ability to save.
Simultaneously economic factors: land area
distribution, income supply, price, and
consumption have a substantial impact on the
ability to save. Partially, use has a significant
effect on the ability to save, while land area
distribution, income supply, and the price has no
significant impact on the ability to save. The
factors attracting farmers to keep are security,
the interest of money, prizes, proximity to their
homes, and familiarity with bank officers. While
the elements are driving farmers to save the
desire to change lives, children's education
supply expands the business, supplies sudden
necessities, and insurance. Source of farmers'
savings comes from farm income supply, off-
farm income supply, and other family income
supply. The study recommends that farmers
increase their farming skills to better earnings so
that the ability to save the better. Farmers can
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utilize existing financial institutions as much as
possible for farming needs.

Keywords—Income Supply, Education Supply,
Socioeconomic Factors, Farmers Savings Ability.

1. Introduction

Indonesia is an agricultural country where this
sector plays a significant role in the overall
national economy. Indonesia has quite
extensive agrarian land, and most of the people
in this country are working in this sector[1].
Besides that, Indonesia has a high diversity in
types of agriculture[2]. Agriculture plays a
substantial role in the Indonesian economy. It
generates half of total employment and
accounts for about a fifth of GDP, as well as a
significant contributor to export[3]. It is
internationally substantial in its production and
export of rice, palm oil, coffee, rubber, cocoa,
and spices (nutmeg, cinnamon, and cloves)[4].
The success or failure of agricultural
development will affect national development
because the success of agricultural
development will improve the welfare of
farmers and rural communities, which at the
same time will improve the living standards of
most Indonesian people[5].

Farmers are the most important food producers
in Indonesia, according to[6], food is an
essential human basic necessity for survival.
Food needs to always be available in
residential areas in sufficient quantities, of


mailto:mhd.buhari@umsu.ac.id
http://excelingtech.co.uk/

Int. ] Sup. Chain. Mgt

1028

Vol. 9, No. 3, June 2020

appropriate quality, and medically safe for
consumption. These factors are economically
related to people's purchasing power, so food
prices must be affordable. Moreover, poor
rural households were the most negatively
affected by the increments in food prices[7].
Besides that, high rice prices have a significant
impact on the number of individuals living
below the poverty line and on the quality of
their diet[8]. Some researchers reported that
the higher prices harming household poverty in
Indonesia, of which the latest statistic
indicated that ten percent increase in rice
prices improves the welfare of 14 percent of
the households, while the remaining 86 percent
suffer a relative loss of income supply[9-11].
Therefore, affordable food prices do not
necessarily have to be cheap. Such a policy
causes many losses to farmers and the
country's national food security capabilities.
Food prices must benefit producers, so farmers
have incentives to increase production.

According to [12] Indonesian people are
mostly farmers, but only have less than one
hectare of land. Even today, the area of
agricultural land is less than 0.2 hectares per
head of family continues to increase, and it is
ironic that there are farmers who do not own
property, so the farmers rent land. The status
of farmer ownership of land affected farmers'
welfare in Indonesia, which is generally
low[13]. Moreover, farmers received the least
profit compared to other actors, such as rice
mills and traders in the overall rice production
and trade chain[14]. Although the price of food
is increasing, the farmers could not gain any
better income supply since the owners of
agricultural land and capital, many of whom
are urban-based[15]. The farmers tend to leave
their farming job since another job sector
provides better employment opportunities for
the farmers[16]. Many laborers in the farming
sector moved to the urban industrial area
because of the wage differences[17], which
was confirmed by[18], who reported that the
average wage of non-agricultural is much
higher than the average salary in agriculture.
Even underpaid laborers in factories as having
a better social status than farmers[19]. If this
continues, of course, Indonesia's agricultural
capability will continue to decline and will
enter food insecurity in the sense that

dependence on imported food continues to
increase[20].

Farmers continue to be in the scope of a
vicious circle, where conditions of income
supply are shallow. Automatic, cause low
income supply of farmers living in poverty.
According to[21], debt interpretation as a
condition in which a person is unable to take
care of himself under the standard of living of
a group’'s life and is unable to utilize his mental
or physical energy within the group. Poverty is
the inability to achieve that minimal standard,
which is experiencing deprivation[22]. Poverty
was one of the biggest social problems in the
twentieth century and will continue to be so in
the twenty-first century[23]. According to[24],
poverty can cause changes in social and
political status, movements of the human
mind, and understanding of what is happening
in the world. This situation causes farmers to
be unable to save to improve their standard of
living. Even if they could, they would keep for
ensuring provisions for running consumption
expenditure, purchase durable goods, and
expand their economic activity[25].

Savings plays a foundational role in economic
development as it is a key to capital formation,
which is necessary for investment[26]. If
investment remains localized following the
size of savings generated in a specific area,
there are likelihoods for reinvestment in areas
wherein higher savings are recorded compared
to those of meager savings[27]. Adequate
integration of saving and investment programs
into development strategies is capable of
improving resource allocation, promoting
equitable distribution of income supply, and
reducing credit delivery and recovery
costs[28]. Savings is as a means of sacrificing
the current consumption to increase the living
standard and fulfilling daily requirement in
future[29]. The increased saving of a family
could indicate financial standing [30] and
provide conditions for the increase in future
consumption[32].  Moreover,  households
saving play an essential role in the economic
development of both developed and
developing nations due to its significant
influence on the circular flow of income
supply in the economy[33].
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A person's ability shows two factors that
influence it, namely, social and economic
factors, where these two factors affect each
other. Low income supply makes farmers less
able to save. That is reasonable, considering
the high needs of farm families, and the
number of dependents is usually quite large so
that the income supply can only be sufficient
for daily life. Then often, farmers who live in
the village do their farming according to the
inherited habits of their parents, and it is
awkward or reluctant to use new technology
[31] that will ultimately be difficult to increase
farm income supply.

Various socioeconomic factors influence the
ability to save farmers. High and low social
factors such as the number of dependents, the
level of education supply, experience, and age
of farmers allegedly affect the ability to save
farmers. Economic factors such as land area
distribution, income supply level, price, and
consumption level influence the ability to save.
Therefore, it is essential to study the effect of
socioeconomic factors on the ability to keep
farmers and pull factors and encourage farmers
to save. According to the research [34] that
families with high economic levels (permanent

houses) have an average savings potential of
Rp 23,387,817 compared to families with
lower economic levels (semi-permanent
dwellings), which are an average of Rp
13,242,018 every year. These figures indicate a
positive and significant potential for the
development of rural banking. According
to[35], nine factors influence interest in saving,
namely, owned wealth, consumption,
employment, tastes/desires, age, family
circumstances, education supply,
guard/downsize, and interest rates. One of the
efforts to improve the ability of farmers to save
can make by allocating an optimal family
workforce[36]. The increase in income supply
triggers the farmer's household to protect and
decrease non-food consumption[37]. The
household saving is significant because it
affects a family's level of living, emergency
reserves, and the ability to meet financial goals
such as making purchases using cash rather
than credit[38]. The other most important
benefits of savings are the ability to invest in
the education supply and skills development of
young members of the household[39-41].

Therefore, the following schematics can be
formulated:

Farmers Family
\ 4
Willingness
Social Factors: to Save
- Number of Dependents
- Education supply Level A
- Farmer Experience
- Age
Bank
Economic Factors:
A 4 - Land area distribution
Ability - Income supply
To Save < - Price
- Consumption Level

Figure 1. Schematic Framework
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The government has launched a conscious
movement to save for farmers. Through this
movement, the Kelompok Tani Nelayan
Andalan (KTNA) mobilizes farmer funds
submitted to Bank Rakyat Indonesia in the
form of agribusiness savings. The priority is
farmers who are members of around 250,000
farmer groups, with members reaching 25
million farmers. But the problem is whether
farmers can save with socioeconomic
conditions that are still poor.

The government has launched several saving
movements such as the National Agribusiness
Saving Movement. Through this movement, it
is hoped that farmers throughout Indonesia can
have their capital saved at BRI. This
movement also helps the government to
overcome the burden of the budget, which very
heavy. With this movement, farmers can
capitalize on their agribusiness efforts, which
the government feels helped reduce the budget
burden.

Most farmers themselves always welcome all
policies that aim to help farmers. Moreover,
saving, without being moved, farmers will try
to set aside part of their income supply to be
kept so that they can meet the needs of their
families in the future or in difficult times,
especially the children's school needs. But the
ability to save farmers is greatly influenced by
socioeconomic factors owned by farm
families. The willingness to keep farmers can
also be affected by pull factors that come from
financial institutions where they save and

driving factors that come from farmers and
their families[42].

2. Research Method

This research is a case study in the area of Deli
Serdang Regency, North Sumatra, which was
purposively determined because the majority
of the population are rice farmers. The case
study can be defined as an empirical inquiry
that investigates a contemporary phenomenon
within its real-life context, especially when the
boundaries between phenomenon and context
are not evident[43]. Case studies typically
make use of qualitative data, often in
combination with quantitative data[44].

The study population was all rice farmers in
Beringin District, amounting to 312 families,
and for the study, the sample was 60 farmers
taken by purposive sampling. The method used
to analyze the research problem is to use Cobb
Douglass's production function analysis and
descriptively[45].

3. Research Discussion

3.1 Influence of Social Factors on Farmers'
Savings Ability

The limited social and economic conditions of
farmers significantly affect the ability to save.
In this study, social factors examined include
the number of dependents, education supply,
experience, and age, while economic factors
are land area distribution, income supply,
price, and consumption. From the test results
obtained the following data:

Table 1. Results of Analysis of the Effects of Number of Dependents, Education supply, Experience

and Age Against Farmer Savings Ability

No Variable Koef. T stat P-value SigF F table
1 Intercept 4.29 413 0.00 2.62
2 Dependents -0.81 -2.33 0.03 0.00
3 Education supply -0.32 -1.42 0.17
4 Experience 0.79 241 0.02
5 Age 0.94 1.17 0.25
6 R Square 0.61
7 Adj. R Square 0.54
8 Standard Error 0.23
9 F count 9.64

From the test results above, an estimation model can be made as:
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logY =4.29 - 0.81 log X 1 - 0.32 log X »+ 0.79 log X 5+ 0.94 log X 4

Then it can be converted to:
Y =19,498.45X 081X ,032x ;079,094

From Table 1, It can be seen that F count > F taple
or sig value F <a (0.05), then Ha accepted and
Ho rejected, meaning that simultaneously the
number of dependents, education supply,
experience and age variables significantly
influence the ability to save at 95% confidence
level. The adjusted R square coefficient shows
0.54, meaning that differences affect the rise
and fall of saving ability variables in the rise
and fall of the number of dependents,
children's education supply, experience, and
age by 54%. In comparison, the remaining 46
% is influenced by other variables not included
in the research model. Estimation results
explain that the elasticity of the number of
dependents, education supply, experience and
age of saving ability is 0.6, meaning that the
increase in savings is less proportional to the
rise in the name of dependents, education
supply, experience, and age simultaneously
(law of decreasing returns to scale), i.e., if the
variable number dependents, children's
education supply, experience and age each
increase by 1%, then savings increase by 0.6%.

Partially the number of dependents harms
saving ability. The elasticity is -0.81, which
means that if the number of dependents
increases by 1%, then saving capacity will
decrease by 0.81% and significantly influence
the ability to save at a 95% confidence level.
From the interview results, it is known that
most farmers use the income supply to meet
family needs.

The education supply variable harms saving
ability because its elasticity is -0.32 which
means that if education supply is 1%, then the
ability to save strength will decrease by 0.32%
but does not show a significant effect on the
95% confidence level. From the results of
interviews with farmers obtained information
that the high cost of education supply makes
farmers cannot save because of their residual
income supply after being used to meet their
daily needs for school children. It is line with
[46] who found that education supply became
one of the determinants reducing the ability of
household savings of lower-income supply

groups, of which farmer household is among
them. However, it should be clearly defined
that this education supply is considered as the
financial cost for education supply. It is not
about the education supply background of the
farmers or the families. Since, education
supply is regarded as one of the factors
affecting a personal saving positively[47].
Moreover, early financial education supply,
such as in elementary school, plays an
essential role in determining the saving
behavior[48].

While the experience of farming has a positive
influence on the ability to save where the
elasticity is 0.79, if the experience increases by
1%, then the ability to save will increase by
0.79% and significantly influence the 95%
confidence level. These results show that the
more experienced farmers will have the ability
to manage their farming better so that their
production and income supply will be higher.
The interview results show that farmers save
after pennies, where harvest income supply is
saved for capital stock in the following season.
It is in line with other previous researches that
revealed the job experience influence the
saving attitude of the household[49, 50].
Farming experience also had a positive impact
on farmers' saving[51].

The age factor has a positive influence on the
ability to save. The elasticity is 0.94, which
means that if age increases by 1%, the ability
to save increases by 0.94%, but has no
significant effect on the 95% confidence level.
The older it becomes, the more aware that the
ability to work decreases and tries to save for
old age needs. The older the cost is usually to
meet the needs of the family, the less because
the dependents are reduced. This finding is
very consistent with the research results[52],
which states the influence of social variables
on the ability and motivation to save farmers.
Another study also indicated that social
impact, such as family involvement, plays a
significant role in savings behavior[53]. It is
also in line with[54], who quoted that age,
education supply, gender, income supply,
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marital status, and occupation appeared to have
a significant relation with saving. The saving
rates also varied with age and tended to be
higher for households with more workers,
higher education supply, better health, and
more assets[55].

3.2 Effect of Economic Factors on Farmers'
Saving Ability

From the results of statistical tests, the
following results are obtained:

Table 2. Results of the Influence of Land area distribution, Income supply, Price, and Consumption on
Ability to Save Farmers.

No. Variable Coefficient T stat P-value SigF F table
1 Intercept 1,270 0.090 0.93 0.00 2.62
2 Land area 0.004 0.002 1.00

distribution
3 Income supply 1,130 0.630 0.53
4 Price 2,620 0.480 0.63
5 Consumption -1,860 -3,970 0.00
6 R Square 0.610
7 Adj. R square 0.550
8 Standard error 0.220
9 F count 9,730

From the test results above, an estimation model can be made as:

logY =1.27 +0.004 log X 1+ 1.13 log X »+ 2.62 log X 3- 1.86 log X 4

Y =18.62X 10'004X 2 1.13X 32.62)( 4-1.86

From Table 2, it can be seen that F-count > F-
table or sig F (0.00) <a (0.05), then accept Ha
and reject Ho, meaning that simultaneously the
area of land area distribution, income supply,
price, and consumption have a significant
effect on the ability to save at the level of
confidence 95%. The adjusted R square
coefficient indicates 0.55, meaning that
variations in the ups and downs of keeping
skills are influenced by differences in the rise
and fall of land area distribution, income
supply, prices, and farmer consumption by
55%. In comparison, the remaining 45% is
influenced by other variables not included in
the research model. The estimation results
explain that the variable elasticity of land area
distribution, income supply, price and
consumption to the saving ability variable is
1.89, meaning that the increase in savings is
directly proportional to the increase in land
area  distribution, revenue, cost, and
consumption (law of increasing returns to
scale), i.e., if the area of land, income supply,
price, and expenditure of farmers increased by
1%, then savings increased by 1.89%. These
results are consistent with research by [56] that
there is an influence between factors of income

supply, consumption, type of work with saving
ability and motivation.

Partially the area of land has a positive
influence on the ability to save where the
elasticity is 0.004, which means that if the area
of land increases by 1 %, the ability to save
increases by 0.004%, but the effect is not
significant at the 95% confidence level.
Information from the interviews revealed that
the average land area distribution was only
0.71 hectares or smaller than one hectare
means that if the area of land increases, the
ability to save will also increase. Thus, under
the results of the analysis that the area of land
provides a positive contribution to improving
the ability to save. [57] studied that there is a
significant relationship between land tenure,
non-agricultural ~ employment,  household
income  supply, the wealth of the
socioeconomic status of farm households with
the motivation to save at financial institutions
[58, 59].

The income supply variable has a positive
effect on the saving ability variable because its
elasticity is 1.13 which means that if income
supply rises 1% then saving ability will
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increase 1.13% but based on the results of the
t-test and the P-value test table there is no
apparent effect between income supply on
keeping knowledge at a 95% confidence level.
Interview results obtained information that the
desire to save is powerful but very much
depends on the income supply earned. Income
supply is an essential determinant of the
capacity to keep [60]. Moreover, income
supply level had a significantly positive
influence on both the average saving ratio and
amount [61].

The variable selling price of grain has a
positive influence on the ability to save where
the elasticity is 2.62, meaning that if the
experience increases 1%, then the ability to
save will increase 2.62% but based on the
results of the t-test and the P-value table test
indicate there is no real effect between the
selling price grain to saving ability at 95%
confidence level. High and low farm income
supply is not only determined by production
but also determined by the selling price so that
it contributes positively to the ability to save.

The consumption variable has a negative
influence on saving ability where the elasticity
is -1.86, meaning that if family consumption
increases by 1%, then saving capacity is
reduced by 1.86%. But based on t-test results
obtained -t count <t wble then accept Ha and reject
Ho, which means the real upside, that means a
real effect was reversed between the
consumption of the ability to save in.
Dissipation is the most dominant factor in
influencing the ability to save, especially for
the community of paddy rice farmers whose
majority of the farming system is still
subsistence and low-income supply. Hence,
consumption contributes negatively to keeping
ability. The use in the form of household
expenditure negatively affected the farmers'
household savings [62].

3.3 Factors Pulling and Encouraging
Farmers to Save

The research results obtained information that
several factors make farmers interested in
saving, as shown in Table 3.

Table 3. Farmers' Responses to Attractive Factors for Saving

No. Farmer's Pulling Factors Number of Samples (People) Percentage (%)
To Save

1 Secure 30 100. 00

2 Interest of money 26 86. 67

3 A prize 20 66. 67

4 Nearly to Residence 21 70. 00

5 Familiar with the Officer 11 36. 67

From Table 3, it can be seen that all farmers
state that security is the most attractive factor
for saving at the bank because safety is more
secure saving at the bank than outside the
home, both from the dangers of a disaster such
as fire, the threat of theft. Security guarantee
had the most significant impact on people's
savings application[63]. The second pull factor
is interest, because according to the results of
the interview in addition to safe saving at the
bank also interest, so the amount of savings
can increase. This is under the research of[64],

[65], [66] and [67] stated that the presence of
good gifts and services from banks is an
attraction for farmers to save. Quality of
service, which consists of reliability,
responsiveness, assurance, empathy, and
tangibles, also determined the saving
decisions[68].

From the results of the study, it was found that
in addition to the pull factors, several driving
factors influence farmers to save, as can be
seen in Table 4.
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Table 4. Farmers' Responses to Saving Factors

No. Driving Factors for Saving Farmers amount Percentage
(Person) (%)
1 Desire to Change a Better Life 25 83.33
2 The Desire for Schooling Children 28 93.33
3 Desire to Expand the Business 19 63.33
4 Sudden Supplies 23 76.67
5 Pension plan 17 56.67

From Table 4, it can be seen that the main
driving factor for saving is the desire to send
children to school because, according to the
interview results obtained, information that
children are the most significant investment
that is the obligation of parents. Therefore,
farmers try to send their children to the highest
possible level so that their children's lives will
be better. By saving, farmers hope to send their
children to a more senior school. The parents
have personal motivation to give knowledge to
their children to be a success in the future[69].
While the second driving factor is the desire of
farmers to change lives for the better because
saving can improve primary or secondary
needs. Besides, saving and frugality is the
most realistic way to improve the lives of
farmers. As research from [70] and [71] stated
that there are social influences, aspects of
religiosity and economic elements are a
driving factor for the desire to save.

4. Conclusion
From the result of the analysis, this study
concludes that:

a.  Simultaneously social factors
significantly influence the ability to save
farmers, and partially the number of
dependents and farming experience
substantially affects the ability to save. At
the same time, education supply and age
have no significant effect on the ability to
save at a 95% confidence level.

b.  Simultaneously economic factors
significantly influence the ability to save.
At the same time, partially, the
consumption variable has a significant
effect on the ability to save. However,
land area distribution, income supply, and
price have no significant impact on the
ability to save at a 95% confidence level.

c. Attractive factors for saving are security,
interest, prizes, proximity to a place of
residence, and familiar with bank
officers. The driving factors for saving
are the desire to change lives, send
children to school, expand businesses,
and supply immediate necessities and old
age savings.

4. Recommendation

Based on the results of the study, the
researcher recommends the following things:

a. The farmers need to increase their farming
skills so that they can increase
productivity and, at the same time, their
revenues so that their ability to save will
be better.

b. It is expected that farmers will utilize the
existing financial institutions as much as
possible for farming needs.

c. Itis expected that financial institutions can
provide facilities and socialization to
farmers.
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