
VU Research Portal

Regional Dimensions of Monetary Policy in Indonesia

Ridhwan, M.H.A.

2011

document version
Publisher's PDF, also known as Version of record

Link to publication in VU Research Portal

citation for published version (APA)
Ridhwan, M. H. A. (2011). Regional Dimensions of Monetary Policy in Indonesia. [PhD-Thesis - Research and
graduation internal, Vrije Universiteit Amsterdam]. Tinbergen Institute/Thela Thesis.

General rights
Copyright and moral rights for the publications made accessible in the public portal are retained by the authors and/or other copyright owners
and it is a condition of accessing publications that users recognise and abide by the legal requirements associated with these rights.

            • Users may download and print one copy of any publication from the public portal for the purpose of private study or research.
            • You may not further distribute the material or use it for any profit-making activity or commercial gain
            • You may freely distribute the URL identifying the publication in the public portal ?

Take down policy
If you believe that this document breaches copyright please contact us providing details, and we will remove access to the work immediately
and investigate your claim.

E-mail address:
vuresearchportal.ub@vu.nl

Download date: 23. May. 2023

https://research.vu.nl/en/publications/f05f2e53-a7bd-4da0-b38f-03fc89209c5a


Regional Dimensions of Monetary Policy in Indonesia 

 

 

Abstract 

 

Monetary policy is structurally designed to address economic policy objectives of a country or a 

monetary union, but participating economies can have different economic structures and 

characteristics. As a consequence, monetary policies may have asymmetric effects amongst the 

participating economies and can have important distributional implications. For example, 

monetary policy tightening may provide a conducive macroeconomic environment in the core 

economy, while the periphery may suffer from higher interest rates and a tighter money supply. 

Based on literature and an empirical (econometrics) study, this dissertation focuses on the 

important role of geography in regional financial markets and the impact of national monetary 

policies on regional economic growth. A meta-analysis shows that the differential responses to 

monetary policy actions are primarily caused by regional differences in the sectoral composition 

and the financial structure of economies. This evidence is convincingly supported by a primary 

empirical  analysis on the regional impact of monetary policy in Indonesia. It is furthermore 

shown that bank loan interest rates vary substantially across regions. These differences are partly 

explained by regional differences in risk factors, operating costs, economies of scale, and market 

concentration, but are also partly caused by regional characteristics. This latter result indicates 

that the Indonesian loan market is geographically segmented.  

 


