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CHAPTER I 

INTRODUCTION 

 

1.1 The Research Problem 

 

In the two past centuries especially, household saving has been subject to 

extensive theoretical and empirical research.  This is due, in past, to its 

increasing importance for national economies. In spite of that, households’ 

motivations for saving are still only partially understood. We know some 

variables that might be used as predictors for household saving such as 

income and age, but the underlying reasons for motivating saving process is 

an under researched topic. Extensive research has been done worldwide on 

determinants of saving as quantum at household or national level too, but 

studies devoting specifically to saving motives are few and that too devoted to 

individual saving motives like Precautionary saving motive or Bequest saving 

motive. 

 In our country too this remains an under researched topic. The study is 

motivated by need to know the underlying factors which influence the various 

saving motives which in turn determines the saving behaviour of the people. It 

is commonly found that the savings are determined by the motives behind it, 

rather saving motives of households at micro level determine the direction and 

volume of household savings. In depth understanding of the factors 



                                                                                        2 
 

determining these saving motives will help understanding the saving 

behaviour of individuals in a better way.  

It is possible that there are certain motives which are common for all the 

individuals like Precautionary motive but its strength may differ based on 

certain factors like age, income, profession, etc. At the same time individuals 

may have heterogeneous saving motives which changes from time to time, age 

to age and also based on other socio economic conditions. 

The purpose of this study is to investigate the extent to which economic, 

social and demographic factors explain the individual differences in 

household saving motives. Importance of saving at individual and national 

level is well recognised by economists, planners and people in general.  

This thesis proposes to empirically investigate the influence of certain factors 

on household saving motives. The study takes in to consideration the three 

saving motives viz; Life-cycle saving motive, Precautionary saving motive 

and Bequest saving motive and tries to find out the effect of Demographic 

factors like age, gender, locality, family size and dependency ratio, Social 

factors like profession and education and Economic factors like income, 

wealth and employment status on the above mentioned three saving motives. 

It also analyzes the effect of these factors on various components of these 

motives. Many of these variables are frequently mentioned in the saving 

literature, but their impact on saving motives has seldom been subject to 
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empirical testing. This study tries to make a humble attempt to test the 

influence of these factors on saving motives. 

  1.2 Significance of the Topic 

A study of possible determinants of household saving is both practically and 

theoretically important. Several economists have long since addressed the 

challenge of predicting household saving, but lately they have reported 

problems in making good predictions based on the traditional saving models 

(Nyhus Ellen Katherine, 2002). This has led to calls for research on saving 

from new prospective. A recent development is to enrich traditional theories 

with psychological construct in order to reconcile the theories with the data 

and analyse the heterogeneity of savers (Aaron 1999, Dynan, Skinner and 

Zeldes 2004; Lusardi 2000). The economic environment in which household 

are immersed have also changed dramatically during the past decades. In our 

country after new economic policy and globalisation, economic situation 

changed influencing people in many different ways. It is of interest to 

financial institutions and public policy makers to know more about how 

people adapt to these changes. 

Practical interest 

Household savings are important for any economy whether developed, 

developing or underdeveloped and this need goes on increasing with the 

changing time. While saving has been a privilege of the small and richer upper 

class, who had surplus after necessities were paid, worldwide and even in 
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India economic improvement resulted in a economy where the majority of the 

population has a variety of postponable expenditures (or discretionary 

income). 

Consumers in affluent post- industrial societies have substantial liquid assets 

that they can spend or save. Today even economically upper middle class and 

lower middle class can contribute to economic growth through their savings 

and investments. Hence to understand and predict business cycles and growth, 

we must first understand household saving and consumption behaviour. In the 

past decades, researchers have reported a general decline of household savings 

in the west (eg. Maital and Maital, 1994; Modigliani, 1986).There are fears 

that savings ratios will continue to decrease and cause ‘burn out’ problems for 

future generations.  

There are many reasons for studying private savings in India. On one hand 

India’s recent economic performance has surpassed that of other developing 

countries with comparable per capita incomes. However given the Indian 

government’s ambitious growth targets and need in the present global 

environment to continue to generate investible resources largely internally. 

Public policy has a role to play in promoting domestic saving as well as its 

efficient use. It is not only by placing physical and financial restraints on 

consumption that saving and capital formation in the country for 

developmental investment can be achieved but a thorough understanding of 

the saving behaviour is needed. One important fact needs to be noticed that 

household saving contribute a major part of domestic saving in India (NCAER 
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report 2003). In this context a study of various saving determinants like 

income, growth of income, dependency ratio, inflation, composition of 

population, income distribution, etc, becomes important in designing number 

of policy interventions. Many studies have been conducted in this regard in 

India and other countries. Equally important is to study the various ‘saving 

motives’ which determine the direction of household savings. Such a study 

will be of paramount importance for policy determination to design various 

schemes on the part of government and others to tap household savings.     

Theoretical interest  

Despite extensive research on saving behaviour, a large part of household 

saving motives is still unexplained. The Life cycle model, which is the 

determinant framework for analysis of saving, does not provide adequate 

predictions about saving and consumption. This is the conclusion drawn from 

studies of household saving in USA ( Carrol and Summers,1991; Courant, 

Gramlich and Laiter, 1986; Kotlikoff and Auerbach 1991; Kotlikoff and 

Summers, 1981; Shafer, Elmeskov and Tease,1992), Italy( Ando, Guiso, 

Terlizzese and Dorsainvil,1992; Guiso, Jappelli and Terlizzese, 1992b) and 

Japan(Ando et. al.1992).To some extent, empirical evidence is inconsistent 

with the life cycle model. The conventional saving theory is unable to predict 

and explain the general decrease in saving in most OECD countries (Shafer et. 

al. 1992). Consequently, some authors argue that, in reality we do not have a 

theory of saving (Maital and Maital, 1994). Interdisciplinary research is 

therefore required. It must use the individual or households as the unit of 
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analysis. Its focus should be on heterogeneity among savers rather than on 

homogeneity ( Maital and Maital, 1994). Economic psychological studies on 

determinants of savings are scarce, and the results from these studies are 

neither comparable nor conclusive (Nyhus Ellen Katherine 2002). Hence more 

research is necessary in order to accomplish this task of explaining saving 

motives. 

1.3 Objectives of the Study 

The major objectives of the study are 

1. To find out the relation between demographic factors and motives of 

savings.  

2. To find out the association of social factors on preference to various 

saving motives. 

3. To find out the link between the economic factors and various saving 

motives. 

1.4  Research Questions 

1. Do demographic factors like age, gender, locality, dependency ratio and 

family size determine the life cycle, precautionary and bequest motives of 

saving? 

2. Whether social factors like education and profession influence the life 

cycle, precautionary and bequest motives of saving? 



                                                                                        7 
 

3.  Do economic factors like income, wealth and employment status influence 

the life cycle, precautionary and bequest motives of household saving? 

 1.5 Data and Methodology 

The study is entirely based on the primary data collected by the researcher 

using survey method. Since it is a micro level study the data is collected from 

the respondents through questionnaires by personal visits to the households. A 

multistage random sampling is used to select the sample of three hundred 

respondents. A pilot study is conducted with thirty respondents to improvise 

on the questionnaire. ‘Test -Retest’ method is used to test the validity and 

reliability of the instrument since the questionnaire includes the scale to gauge 

respondent’s preference towards various saving motives. 

The study tries to find out the effect of ten variables on the three saving 

motives namely life cycle, precautionary and bequest motive of household 

saving. The variables taken in to consideration in the study are age, gender, 

locality, family size and dependency ratio (demographic factors), education 

and profession (social factors) and income, employment status and wealth 

(economic factors). The study calculated the wealth index by using principle 

component analysis. Two components of wealth are gathered which are used 

for the study. Calculation of dependency ratio is done based on the method 

used in ‘demographic and health surveys’ worldwide.   

The study used different statistical/ econometric tools to test the hypotheses. 
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Mean values of saving motives are calculated for comparing the preference 

shown by the respondents for various motives, sub motives and components 

of saving motives. Pearson’s correlation coefficient is calculated to find out 

the existence of correlation between various motives and factors considered. 

Analysis of variance and t-test is used to find out whether certain factors make 

a difference in saving motives of the individuals. Chi square test and ordered 

probit analysis is used to find out association and influence of various factors 

on the components of household saving motives. The detail information about 

use of these tools is given in research methodology chapter. 

1.6 Outline of the Thesis 

The whole study is organized in to seven chapters.  

Chapter I being an introductory chapter states purpose of the study, 

significance of the topic, its practical interest and theoretical interest. It then 

gives brief objectives and research questions of the study, data and 

methodology, outline of the thesis and limitations of the study. 

Chapter II deals with review of literature which is categorized in to 

introduction, meaning of saving and theoretical framework which deals with 

different concepts of saving, theoretical contributions of various economists 

and researchers towards saving literature. This chapter also includes review of 

studies on saving behaviour across the countries and gives a brief account of 

studies conducted in European economies, United States of America and 

Asian countries including India. Studies conducted in determinants of 
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household savings dealing with various factors determining domestic and 

household savings, research done on saving motives where various saving 

motives revealed in household saving research are identified and studies 

dealing with various household saving motives are reviewed. 

Chapter III describes the research methodology used in the study. It deals with 

need and specific objectives of the study in detail, research design and 

procedure of the study, operational definitions of concepts used in the study, 

sample description based on various variables required in the study and then 

specifies various statistical tools and methods used in analysing the data. 

Chapter IV deals with factors affecting life cycle motive of household saving. 

This chapter contains the results of analyzed data with respect to objectives of 

the study dealing with life cycle motive and testing of proposed hypotheses. 

This includes the comparison of relative strength of three saving motives 

considered in the study .The effects of demographic, social and economic 

factors on life cycle sub motives are also analyzed in this chapter.   

Chapter V explains the various demographic, social and economic factors 

affecting the precautionary sub motives and the hypotheses dealing with the 

precautionary motive with respect to various factors are tested using various 

statistical methods. 

Chapter VI deals with the bequest motive of household saving and tries to find 

out the various factors affecting the components of bequest saving motive by 
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analysing the data. It also deals with hypotheses testing with bequest motive 

of household saving. 

Chapter VII gives the major findings and conclusions based on objectives of 

the study. This chapter also includes the suggestions for the future research.  

1.7  Limitations of the Study 

All empirical investigations have strength and weakness that need to be 

considered when evaluating their results and implications. 

The data used in this study contains information about economic, social and 

demographic variables. The data is collected individually by researchers and 

also used techniques to collect and analyze data by using economics and 

psychology tools. The sample used here is not a representative sample of Goa 

as such since it is a variable based study. But it has tried to incorporate various 

aspects required to be analyzed for the study. Non response with respect to 

parts of the questionnaire also caused a reduction of the sample. The data 

collected entirely rely on the answers tick marked by the respondents 

themselves. Calculation of wealth index is based on the availability of data 

about certain things. Respondents could provide information on the type of 

house they stay in, locality, ownership of agricultural land or any commercial 

holding, number and brands of the vehicles they own, etc, but they refused to 

provide information on their other investments like shares, bank deposits, 

jewellery, and other investment which are considered as private confidential 

things and cannot be shared with others. Actually wealth includes all these 
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things but due to lack of information the wealth index had to be calculated 

based on available information.   

Finally, because some influential observations were excluded from the 

analysis, the reported results may be used only to say something about the 

larger bulk of cases, and not, for example, about “The rich”, “The very poor” 

or the “lottery –millionaires. The study does not deal with the actual quantum 

of savings and the reported findings do not increase our knowledge about 

actual amount of household savings; rather we know more about which 

variables are likely to have a positive or negative association or no association 

at all with the saving motives. 
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CHAPTER II 

REVIEW OF LITERATURE 

                                       

The review of literature in the present study is categorized in to:  

i) Introduction, ii) Meaning of saving and Theoretical Framework, iii) The 

saving behavior across the countries, iv) Studies conducted in determinants of 

savings and v) Research done in saving motives. 

2.1 Introduction 

Saving plays a pivotal role in economic development of a country. The 

positive relationship between saving, investment and economic growth has 

being a long established fact in economics. It is generally understood that in 

order to achieve a high growth rate, saving and investment must be stepped 

up. The transformation of the initial spurt in to sustained expansion of output 

requires accumulation of capital and its corresponding source of financing the 

capital growth sets in motion a self-reinforcing process by which anticipation 

of growth encourages investment. Investment supports growth and increased 

income raises saving. Higher saving leads to higher investment which in turn 

will increase real output and employment, if there are idle resources of land, 

labour and capital which can be absorbed in the economy.  All this can be 

achieved by providing direct and indirect incentives to boost domestic 

savings.      
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2.2 Meaning of Saving and Theoretical Framework 

Economic theory defines saving as every share of income which is not 

consumed. Similarly, enterprises’ saving is defined as the firm’s undistributed 

profit which is again invested in it. In connection with private household, the 

non-consumed share of disposable income is considered as savings.   That is     

Y=C+ S   Hence S= Y- C   where Y= income, C= Part of the income 

consumed and S= saving which is expected to be invested.      

George Katona (1951), father of modern Economic psychology proposed a 

division of saving in to three different types that he labeled ‘Discretionary 

Saving’, ‘Contractual saving’ and   ‘Residual saving’. They differ with respect 

to the decision processes underlying them. Discretionary saving is saving 

deposits of income made in present period. Contractual saving is saving 

resulting from decisions in the past, such as down-payments on mortgages and 

saving contracts. This saving is fixed and regular and requires no new 

decisions in the present period. Finally residual saving is saving in which 

money ‘left over’ by the end of the accounting period without being a result of 

an explicit decision to save.  

Saving may be classified as net and gross saving. The net volume of saving is 

calculated by subtracting gross saving from credit taken by the household 

during a specific period, while gross saving represents the total volume of 

saving. 

Savings may be also classified further into four types: domestic, corporate, 

foreign, contractual and household savings.  
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 Domestic savings is the difference between current revenues and current 

expenditures. 

Corporate savings is defined as the difference between private and personal 

saving and measured by volume and level of retained earnings (undistributed 

profits) of companies. This type of saving can easily be derived from 

published and company accounts and statements filed with supervisory and 

tax agencies.  

Foreign savings - the national savings rate in developing countries is overall 

less than its investment ratio, that is, they have been net importers of the 

capital from developed countries in the form of development aid or credit, the 

imported capital is defined as foreign saving, which always correlates 

negatively with domestic savings. 

Contractual savings  can be compulsory (e.g. National Provided Fund, 

Pension Fund, Social Security Schemes) or voluntary (e.g. private life 

insurance, repayment of housing mortgage debt and consumer durable) 

(Chandavarkar, 1993). 

Household saving is the difference between the household’s current income 

(cash and kind) and expenditure over a specified period, or, in other words, 

saving represents the non-consumed income (cash and kind) of a household. It 

may be divided in the following types: 

1. Saving in cash- When money is saved directly and kept at home, 

deposited with some trustworthy relative or in the bank. 
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2. Saving in financial assets/ bond holding- When saving takes the form of 

“prize bonds” or “saving certificates” etc which offer interest on yearly 

basis. 

3. Saving in agricultural products- When material goods (crops, grains, 

cotton seeds, fertilizers etc) are stored directly or surplus cash is 

converted in to goods before saving since these goods can be exchanged 

for other goods or cash when needed. 

4. Saving in livestock- when livestock is kept like money because of its 

liquidity value in case of any urgent need of cash in the family.                

One of the most debatable questions in economic thinking is the paradox 

whether saving stimulates investment and leads to development or 

development process of the economy leads to automatic increase in savings at 

country’s level. 

Economists hold different viewpoints over these issues. Mainly three 

approaches can be given to deal with this issue. 

1. The prior-saving approach to the financing of development, which 

stresses the importance of prior savings for investment and the need for 

government policies to raise the level of savings either voluntary or 

involuntarily or both. The approach is very classical in conception, 

emphasizing saving as a pre requisite of investment. This approach is 

also characterized by a strong aversion to inflation and a belief that 

saving will readily find investment outlets.  
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2. The Keynesian approach which rejects the idea that saving determines 

investment and argues instead that the encouragement of investment 

will generate its own saving, either through increases in output if 

resources are unemployed, or through income redistribution from 

groups with low propensity to save to groups with a high propensity to 

save as a result of inflation if resources are fully employed. 

3. The quantity theory approach emphasizes the role of government 

monetary expansion in appropriating resources for development 

through forced saving or the inflation tax.   

Household savings as mentioned earlier plays a significant role in national 

savings of many countries including India. Reserve bank of India in its annual 

general report defines household savings having two components-physical 

assets and financial assets. Financial assets consists of currency holdings of 

household’s deposit holding of banks and non-bank companies, life insurance 

funds, provident and pension funds, the UTI and other financial institutions, 

claims on government consisting of net purchases of bonds and small saving 

assets by households and the net purchases of shares and debentures by 

households. Physical assets include property in terms of land holdings, 

jewellery, inherited property assets etc.               

2.3 Theoretical Contributions 

Economists do not recognize the virtues of saving in every case. The 

mercantilist view, for instance concentrates upon an active trade balance to 

provide money for the state’s prosperity. Mercantilists prefer spending a 
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maximum amount of money in favor of the state’s economy instead of 

hoarding or saving. The same opinion is held by the physiocrats, who do not 

stress the virtue of saving strongly, as money saving does not comply with the 

circulation theory.  

The classical school of thought also shows no consensus on the virtue of 

saving. The majority of the classical authors consider saving as a means to 

prosperity for an individual as well as the whole nation, as Smith (1812) 

emphasizes: “parsimony and not industry is the immediate cause of capital.” 

The danger classical see is the ultimate fall of purchase power and over 

production as a consequence of an extraordinarily higher saving quota; Smith 

also realizes the worth of saving but still keeps the expected risks of an 

extraordinary higher saving rate before his eyes. Malthus (1936) holds a 

special position among classical Economists. According to Malthus, under 

consumption by capital owners and land owners causes a compelled under 

consumption of workers and disturbs the production and distribution sectors 

of the economy.  

Capital formation and technical development is considered as a central 

condition to increase the per capita production in a country, because technical     

advancement also requires a net investment.  

The dominant neo-classical view, as enunciated by Fisher (1930), considers 

saving in an inter-temporal utility maximization exercise of the households 

involving a choice between present and future consumption, thereby treating 

saving to be dependent on individuals’ degree of time preference vis-à-vis rate 
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of interest. A variant of the new-classical view was also the application of the 

Say’s market law. Similar to supply creating its own demand for commodities, 

savings which are highly interest-elastic, automatically respond to investment 

opportunities. If savings were considered as a function of the rate of interest in 

the early neo-classical tradition, the latter day neo-classical thinking sought to 

place savings as a function of income. The literature on savings is dominated 

by the theoretical as well as empirical contribution of Keynes which 

challenged the traditional economics. There have been varied perceptions in 

literature regarding Keynes’s views on savings. First, there was a heated 

debate on whether, as Klein Lawrence (1950) put it, there were “two keyneses 

in the matter of saving- investment equations”, that is, the development of 

Keynes’s theory prior to the General Theory and thereafter. But, as Dillard 

Dudley (1948) argued, Keynes’ formative period begins with his very first 

writing, which contains criticism of orthodox economics. Second, a more 

fundamental proposition was what Hansen Alvin H (1949) suggested, namely, 

that while it was admissible for anyone to formulate the Keynesian theory of 

income determination in terms of savings and investment schedules, his 

General Theory  in fact did not explicitly work with savings and investment 

schedule. The propensity to consume and the rate of new investment 

determine between them the volume of employment.  

There exists many interesting correlations between income, saving and 

consumption. Keynes (1936) in his “Absolute income hypothesis” observed 

that the saving quota depends upon the household consumption habits. On the 
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average, every human being tends to increase his consumption expenditure, 

even when his income shows a slight increase .This increase in consumption, 

however, is not always equal to the increase in income. Consumption takes 

some time to increase. It does not increase immediately after the fluctuation in 

income. The short period between income increase and consumption increase 

may result in saving. Similarly, consumption expenditure tends to remain 

same in the case of any unexpected reduction and prevents saving.    

Majority of the studies on savings are conducted in United States of America 

since it had a major problem of stagnant national saving rate and declining 

household saving rate for a long time. Three distinct theories emerged based 

on the empirical data on the estimates of saving in United States of America 

were Duesenberry’s relative income hypothesis; Friedman’s permanent 

income hypothesis; and Modigliani’s life-cycle hypothesis.     

Deusenberry (1949) emphasizes the relative place of the income receiver in 

the income pyramid as a decisive base to determine his saving rate in his 

“Relative income hypothesis”. A household’s saving behaviour is always 

influenced by the consumption quota of the other household of the same 

income stratum. In his view, if all households achieve the same increase in 

income, they will also tend to retain the saving quota. In the case of any 

attempt to increase saving, one has to consume less than the other members of 

one’s social strata, which means spending less than the standards by the 

society.  
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The life cycle theory of Modigliani and Brumberg (1955) and Ando and   

Modigliani (1963) holds that individual family seeks to maintain a stable or 

gradually increasing level of consumption over its life-cycle but its income 

displays a different pattern. Consequently, the average propensity to consume 

varies significantly from a maximum at the early and late years to a minimum 

at the peak earning years of the life cycle; the converse is true of the average 

propensity to save. Thus the life-cycle hypothesis proposes that the aggregate 

personal saving rate is a function of the Demographic composition of the 

population as, at the individual level, there is a “hump shaped” saving pattern 

(Wilcox 1991). Subsequent extensions of the basic life-cycle model of saving 

have incorporated the idea that individuals also save for the motives of 

Bequest and for unexpected expenses (Blanchard and Fischer 1989 and 

Hadjimichael, et. al. 1995). 

Friedman (1957) Proposed the ‘Permanent Income Hypothesis’. His analysis 

distinguishes sharply between income as recorded or as measured and the 

income to which consumers adapt their behaviour, which he called permanent 

income. Friedman argued that the transitory components of a consumer units’ 

income has had no effect on his consumption, which was determined, 

essentially, by longer range income considerations. “The transitory 

components of income show up primarily in changes in the consumer unit’s 

assets and liabilities, that is, in his measured savings’. Albeit admittedly as a 

highly tentative conclusion, Friedman (1957) preferred to regard ‘the 
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permanent component as reflecting the influence of factors affecting income 

for a period of three of more years’. 

According to Modern theory of growth, three factors are considered decisive 

in determining economic growth, they are: Population number, Improvement 

of technological know-how and expansion of real capital. Saving stabilizes the 

value of money and its related questions of income and capital distribution in 

a growing economy with a higher employment rate and a fully utilized 

production capacity. 

Studies on saving behavior across the countries show various dimensions of 

saving behavior across the countries. According to World Bank economic 

review (1999) saving rates around the world vary widely. On average East 

Asia saves more than 30% of gross national disposable income (GNDI) while 

sub-Saharan Africa saves less than 15%. Across countries higher saving rates 

tend to go hand in hand with higher income growth. The median gross 

national saving rate in industrial countries increased gradually till 1970’s and 

then declined. The median gross national saving rate in developing countries 

rose and then fell subsequently. However there exits wide divergences in 

saving patterns within the developing world. A study conducted by IMF 

makes a bland judgment that countries that implemented structural reforms 

made progress in raising saving and private investment. 

There have appeared a number of diagnostic studies on the dramatic decline in 

the US saving rates during 1980’s and 1990’s which also cover other aspects 

of savings. ‘Most Americans are not saving for retirement by Lusardi 
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Annamaria (1996) is one such study. This study reveals that approximately 

1/3
rd

 of the Americans who are close to retirement have done little retirement 

planning which results in low wealth holdings and low expected future wealth 

accumulation. Lusardi (1998) also examines the incentives and motives that 

lie at the heart of one’s retirement planning. The study shows that financial 

illiteracy is widespread among the US population and particularly acute 

among specific demographic groups. Close to half of older workers do not 

know which type of pensions they have and large majority know little about 

rules governing social security benefits. Very few rely on the help of experts 

or financial advisors to make saving and investment decisions.  

Japan has enjoyed the highest rate of domestic saving and capital formation 

amongst the developed countries is well documents. A series of IMF and 

World Bank documents vouchsafe for this phenomenon. Fumio Hayashi has 

undertaken by far the most vast and thoughtful studies on savings in Japanese 

economy. Hayashi (1989) shows that Japanese and American saving behavior 

may not be fundamentally different. It is found that aggregate savings in Japan 

as in the US is driven by a small number of very wealthy or high income 

households. 

A world bank policy research report 1993 shows that there has been 

phenomenal increase in domestic saving and investment rates between the mid 

1960’s and the early 1990’s amongst the high performing Asian economies 

comprising Japan, China, The four Tigers and three newly industrializing 

countries like Indonesia, Malaysia  and Thailand.  
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2.3.1 Saving behavior in India  

In India, as in other developing societies, the household sector occupies a 

pivotal position in regard to the saving effort. Therefore a disaggregated 

picture of household saving in terms of detail about who saves and in what 

form is illuminating.   

Unfortunately, the direct estimates of household savings and their 

composition, which alone can provide such a picture and help discern as to 

what motivates a given saving behavior , are not available in India as a part of 

the official statistic. Instead household sector is conceived as a residual 

category in the official estimation of savings and capital formation. 

Studies conducted by National Council for Applied Economic Research in 

1980 and 2003 on household saving and investment behavior in India reveals 

certain facts about household savings in our country. India’s household saving 

ratio compares favorably with even that of the high-saving and high-

performing economies of south-east Asia. Household sector has accounted for 

a major share of gross domestic savings in India throughout the fifty years 

after independence. More importantly, its share has been growing steadily 

over the years, reaching a high proportion of over 80% in the period 1996-97 

to 2000-2001(NCAER report 2003).  

However, during the first phase of low saving (1950-51 to 1967-68) the rate of 

increase in the sectors volume of saving was the lowest amongst the three 

sectors. But now in the latest phase (1996-97 to 2000-01) it is the household 
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sector, which has registered the highest growth amongst sector and which has 

helped to prop up aggregate domestic saving to sustained level. 

Within the household sector, the share of household financial saving has 

consistently risen. The household physical saving, on the other hand, has 

shown a steady fall from 70% to 45%. A revelation of significance in this 

context is that in the latest phase (that is 1996-97 to 2000-01) the trend growth 

in physical savings is found to be much higher than that in financial savings. 

The increasing household preferences for real asset like gold and jewellery as 

against financial asset is a reason for this.  

Ghosh Rajarshi et. al. (2005) studied the trends, composition and distribution 

of Indian household savings and tried to find out key determinants of 

household savings in India. The study found that income is the prime 

determining factor and interest rates are not. Tax incentives matter to the 

extent of changing the savings basket, as elsewhere. The Ultimate motives 

behind savings are providing for retirement and taking precaution against any 

emergency.  

RBI annual report 2005-06 speaks about the increasing trend in household 

saving and its changing composition in the form of shift in favor of financial 

savings reflecting the spread of banking and financial services. But 2001 the 

preference is shown for savings in the form of physical assets.  

Athukorala Prema-chandra and Sen Kunal (2001) examined the determinants 

of private savings in the process of economic development, in the light of the 

Indian experience. They found that saving rise with both, the level and the rate 
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of growth of disposable income. The real interest rate on bank deposits and 

inflation, have a significant positive impact on Private savings.  

Nair Lexmi R. (2000) studies the effect of financial liberalization on savings. 

The results suggest a negative impact of the liberalization index on household 

saving rate which gives an indication of the increased credit availability due to 

financial sector liberalization leading to increased consumption rather than 

savings. Among other determinants, absolute income is the major significant 

and positive determinant of household saving. Young and old dependency 

ratios are insignificant in determining household saving rate. 

 

2.4. Studies on Determinants of Savings 

There are various factors which determine domestic savings of the country. 

The determinants of savings at the macro level are income and wealth, rate of 

interest or effective rate of returns, financial infrastructure, possible offset 

effects of increased public savings, foreign savings, inflation and demographic 

variables like urbanization and age dependency. The relative importance of 

each of these determinants, obviously differ depending on the nature of the 

country and its stage of development.   

Much research on saving behavior has been conducted at the aggregate level. 

This stems from the need to explain aggregate fluctuations in savings and 

consumption in order to assist public policy making. There are strong links 

between saving, growth, competitiveness, welfare and business cycle. It is 
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therefore, important to understand how they influence each other and how 

they can be influenced through policy measures. 

Studies of saving at the aggregate level require some micro economic theory. 

Micro economic theories often rest on the assumption of rational behavior. 

They are theories about the choices and actions of ‘Economic Man’. The 

economic man is assumed to enjoy consumption and dislike work. Economic 

models are built on assumptions about his preferences. For example his 

consumptive pleasure is assumed to be dependent on previous consumption, 

so that pleasure derived from the certain product declines the more of that 

thing he has already consumed. Similarly dislike of work is assumed to 

increase with each additional hour worked. Economic man compares pleasure 

and pains associated with each and every decision he makes in order to do 

what is best for himself (maximize total utility). He will work as long as the 

utility from consuming the goods and services he can purchase from the 

earnings from his last hour of work is higher that the disutility associated with 

workings. 

In general, saving decisions (or more correctly consumption decisions) are 

assumed to be made in the same way. For each unit consumed, the decision 

maker will weigh marginal utility derived from spending now with that of the 

future, and under the assumption of diminishing marginal utility from 

consumption, he will try to smooth consumption so that the utility from 

consumption is constant from one period to another. If he thinks the utility 

from one extra unit of consumption will give more utility if consumed in the 
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future, the consumption will be postponed. Economists agree that this is how 

the saving decisions are made.  

 

2.5 Factors Determining Household Savings  

 i) Income: Income has always been considered the most important 

determinants of household savings, as it defines the Inter temporal budget 

constraints subject to all saving and expenditure decisions. Income defines the 

upper limit for savings. A positive relationship is usually found between 

income and wealth and between income and saving, which most empirical 

investigation confirm (Deaton 1992; carroll and summers, 1991). 

Household require a certain minimum expenditure in order to survive, which 

means that we often find low saving with low income. When income rises and 

the most important need of the household are fulfilled there is room for 

discretionary saving. That means that financial wealth, discretionary saving 

and the tendency to save are expected to increase with income. 

ii) Education: Education has been found to have a positive effect on financial 

wealth (Hochguertel, Alessie and Van Soest, 1997). One explanation for this 

might be that those with higher education have higher income and therefore 

higher ability to save. There can be a psychological explanation that both the 

tendency to save and tendency to get through higher education are associated 

with higher ability to delay gratification. Higher the education level higher is 

the financial wealth. Assuming that education is associated with an 
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individuals’ ability to delay gratification, a positive relationship with 

discretionary saving is possible.  

Higher education is often linked to student debt .As educated people is likely 

to expect a steep increasing income profile, they might also decide to borrow 

in their early stages of their career in spite of having a high ability to delay 

gratification. In particular, the tendency to borrow in order to buy real estate is 

expected to be higher among the highly educated people. A positive 

relationship between education and the size of debt and repayment saving can 

be expected. 

iii) Household composition: The composition of the household influences 

saving as it defines the number of income earners present as well as among 

how many persons the income is distributed. Family size is an important 

variable to consider in investigations of saving behavior. The larger the 

family, the larger the expenses for necessities such as food, clothes, transport 

and so on. Hence usually there exists a negative relationship between family 

size and discretionary saving and family size and financial wealth. Naturally 

smaller the size of the family higher proportions of income can be saved. 

Larger families are more likely to have a more strained economic situation 

than smaller families that in turn may increase the likelihood of incurring 

consumer debt. Hence family size may increase the tendency to borrow, the 

amount borrowed and the subsequent contractual saving. The relationship 

between family size and total wealth is usually negative. The effect of family 

size on total saving is more uncertain since a positive relationship between 
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family size and contractual saving is usually expected while the opposite 

relationship is found for family size and discretionary saving. 

Children’s presence in the household means that the demands placed on 

income are higher than in similar childless households. The presence of 

children is therefore expected to have a depressing effect on financial wealth 

and discretionary saving. At the same time households with children are more 

likely to invest in real estate (Mcleod & Ellis,1983) and borrow for other 

purposes. The presence of children is therefore likely to increase the tendency 

to borrow, the amounts borrowed and the subsequent contractual saving. 

iv) Time Preference: Time preference is regarded as one of the most important 

variable in many saving theories. Time preference is defined as the value we 

assign to one marginal unit of consumption now (in the present period) as 

opposed to the value we assign the same unit later (in future period). It 

describes how intensely we wish to increase our consumption or resistance to 

decrease our consumption in the present. The empirical findings concerning 

the relationship between time preference and saving are inclusive, but it is 

usually expected that high time preference has a depressing effect on saving. 

v) Expectations towards future economic situation: this is a central variable in 

the dominant saving models. Human beings are assumed to be forward 

looking and to take their expectations about the future in to account when 

making decisions in the present. Both Brumberg and Modigliani (1954) with 

their life cycle model and Katona (1975) proposed that expectations of an 

improved economic situation would have a depressing effect on saving 
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because people would feel less need to save or because they want to have a 

smooth consumption stream. This has been supported in empirical 

investigation by Alessie et.al. (1995), Carroll et.al.(1994), Guiso et. al. (1992) 

and Souleles (2001).  

vi) Time Horizon: Empirical studies indicate that people differ with respect to 

how far in to the future they think and plan. While some people plan years 

ahead, others limit their planning to weeks. Most empirical studies have found 

a positive relationship between time horizon and savings and the negative 

relationship between time horizon and debt. 

vii) Economic Uncertainty: Empirical investigations have found some support 

for the notion that people who feel uncertain about their future will have a 

tendency to safe mode and to borrow less (Browning and Lusardi, 1996; 

Carroll, 1997). A high degree of uncertainty is likely to increase discretionary 

saving because people will try to build a buffer against unforeseen events and 

they are therefore expected to have a higher financial wealth than those 

feeling more certain about their future. At the same time uncertainty 

discourages borrowing and investment and uncertainty therefore is associated 

with lower to borrow, lower amounts borrow and less repayment saving. 

Uncertainty has positive effect on household total wealth while its effect on 

total saving is uncertain 

viii) Saving Motives: Saving motives define a person’s reason for saving. 

Individual differences in saving motives have been found to influence how 

people respond to economic stimuli with respect to their saving behavior 
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(wahlund and Warnery, 1987). Despite Katona (1975) proposing that it is the 

strength of the saving motives that would change over time. It is understood 

that individual differences in the strength of saving motives depending on 

stage in the life cycle, perceived risk of unemployment, expectations 

concerning future income and so on. Surveys have shown that precautionary 

saving motives is the most important saving motives, while smaller portion of 

household consider retirement, children needs investment opportunities and 

large purchases are important reasons to save. Precautionary saving deals with 

the need to have a buffer against unforeseen events. People who regard 

precautionary saving as important are likely to have higher financial wealth 

than people who do not think it is important. The investment, retirement, goal-

saving, and bequest motives are expected to work in a similar fashion. The 

stronger are the motives, the higher is the financial wealth and the higher is 

the saving. 

ix) Perceived position in reference groups:  Dussenberry (1949) was one of 

the first to propose a saving model based on social comparison, which 

acknowledges that saving decisions are not made in a vacuum but in a social 

context. He argued that people would compare themselves to others. He also 

argued that people use their own past consumption (or income) as the basis of 

comparison. If they have less than others or their previous selves, they will 

feel deprived with respect to their expected standard of living and this, in turn, 

will dissuade them from saving.    
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Above factors are embedded in the varied economic theories that influence the 

levels of saving and saving behavior in different stages of development. Many 

of the factors are explicitly woven into the theories but many others are 

implicitly so. For instance, economists  associated with relative income 

models or permanent income models or life-cycle hypothesis all assert that the 

saving ratio is independent of absolute level of income; saving in fact depends 

on past as well as on current income. These assertions were based on varied 

survey data: The Kuznets’ survey data, budget data and official estimates for 

the USA. Duesenberry (1949) identified a number of factors on which 

aggregate savings ratio is dependent.  

They are interest rate, the relation between current and expected incomes, the 

distribution of income, age distribution of the population (dependency ratio), 

the rate of growth of income, changes in attitudes towards saving, etc. 

Two other factors discussed by supporters of the view that the savings ratio 

does depend on absolute level of income are the trend towards urbanization 

and introduction of new products. 

While these still constitute the most crucial factors influencing savings, a few 

more factors have emerged in literature. These are: “Ricardian Equivalence” 

expressing a relation between government saving and household saving, 

financial liberalization and saving, the wealth effect of saving, social security 

instruments and savings and inflation and savings. 

Lots of studies have been conducted in order to find relationship between 

these above factors and the saving rates. Horioka Yuji (2005) studied the 
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determinants household savings in china based on panel analysis of provincial 

data for 1995-2004 and found that china’s household saving rates has been 

high and rising and the main determinants of variations over time and over 

space are the income growth rate, real interest and inflation rate. However he 

finds that the variable relating to the age structure, usually do not have a 

significant impact on the household saving rates. His results provide mixed 

support for the life cycle hypothesis.  

Athukorala Prema- Chandra and Pang-Long-Tsai (2003) studied the 

determinants of household savings in Taiwan during the period 1952-1999 

and found that the household saving rate rises with both the level and rate of 

growth of household disposable income. Both old and young dependents in 

population have negative impact on saving rate. Increased availability of 

social security provisions and enhanced credit availability also seem to reduce 

savings.  

Gavrea Corina (2002) has undertaken a study on financial liberalization, 

saving and growth: The experience of transition economies in Eastern Europe 

and the Baltic states (1991-2002). The results showed that income has highly 

significant and positive effect on saving. Demographic variable had the 

expected effect on saving rate. 

A study by Sahoo Prabhakar G V; Nataraj Gitanjali and Kamaiah B (2001) on 

‘Saving, Investment and Growth in India’ finds that gross domestic product 

and savings are strongly related and mutually reinforce each other. Though the 

findings don’t show a particular factor responsible for economic growth, it 
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brings out the fact that savings, investment and economic policies are 

important factors influencing growth. 

A case study of Warangal city In Andhra Pradesh by Ramesh D (1990) 

collected saving data from 250 households and found that household savings 

are positively related to the educational attainment of the head of the 

household. Among variables considered, income, wealth, education and 

family size are statistically significant and remaining two variables caste and 

occupation were not significant. 

‘Do rich save more?’ Dynan Karen E et. al. (1993) tried to find out an answer 

to this question and found a strong positive relationship between marginal 

propensity to save and lifetime income.  

Feldstein Martin 1974 (qtd by Williamson Samuel H et. al.1983)  analyzed the 

impact of a ‘Pay-as-you-go’ social security system on personal savings and 

capital accumulation and concluded that the U.S. security system has halved 

personal savings and reduced the level of household assets and the capital 

stock. The magnitude of Feldstein estimates started a lively debate which led 

to various researches with contradictory results. Williamson Samuel H et. al. 

(1983) offered a rationale for these contradictory results and demonstrated that 

the conclusion drawn from them are high questionable validity. 

Euwals Rob (2000) tested the effect of mandatory pension provisions in 

Netherlands and found a significant negative impact on saving. 

Empirical evidence in Japan show the similar results but as Ishika Tatsuya 

(qtd by Horioka Charles Yuji 2007) shows the worsening employment 
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environment , income uncertainty and pension benefits cuts people either 

postpone or forego consumption.  

Carroll Christopher (1994) tested a straightforward implication of the basic 

life cycle model of consumption that current consumption depends on 

expected lifetime income. He finds that consumption is closely related to 

projected current income, but unrelated to predictable changes in income. 

However, future income uncertainty has an important effect. Consumers 

facing greater income uncertainty consume less. The results are consistent 

with “buffer stock” model of consumption like those of Deaton (1991) or 

Carroll (1992a, 1992b), where precautionary motives greatly reduce the 

willingness of prudent consumers to consume out of uncertain future income. 

 

2.6 Studies on Household Saving Motives 

 One of the important determinants of household saving is saving motives. 

Saving motives define a person’s reasons for saving. These saving motives 

being subjective differ from individual to individual and situation to situation. 

Saving motives also change based on age of individual, educational 

background, family composition, future expectations, gender of the individual, 

location of the household (rural, urban) ,occupation, financial literacy, self 

sufficiency, social class, materialism etc. 

Various studies conducted classified the saving motives in to various 

categories. 

Keynes (1936) listed nine motives for household saving.  
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1. To build up a reserve against unforeseen contingencies (The 

precautionary motive). 

2.  To provide for an anticipated future relationship between the income 

and the needs of the individuals (The life-cycle motive). 

3.  To enjoy interest and appreciation (The inter-temporal substitution 

motive).  

4.  To enjoy a gradually increasing expenditure (The improvement 

motive). 

5.  To enjoy a sense of independence and the power to do things though      

without a clear idea or definite intention of specific action (The       

independence motive). 

6.  To carry out speculative or business projects (The enterprise motive). 

7. To bequeath a fortune (The bequest motive).  

8. To satisfy pure miserliness, that is unreasonable but insistent 

inhibitions against acts of expenditure as such (The avarice motive).  

9. To accumulate deposits to buy houses, cars, and other durables (The 

down payment motive).  

Keynes assumed that saving motives change very slowly and that the 

influence of saving motives on propensity to consume is stable over long 

period of time. He identified two dimensions to savings decisions; the 

propensity to consume and liquidity preference. Example, how much one 

prefers to retain in cash. Keynes believed that people would increase 
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consumption as income increases but not by as much as the increase in 

income.  

The life cycle hypothesis of saving (Ando and Modigliani, 1963) and 

permanent income theory (Friedman, 1957) assumes that people are 

concerned about long- term consumption, challenged Keynes (1936) focus on 

current income. The theory showed that saving is positively correlated with 

income growth and one of the important motives for saving is accumulation 

for retirement and hence savings of younger age group is higher relative to 

older age group. The permanent income theory assumes that households will 

respond to changes in permanent income but not to changes in transitory 

income. 

In contrast to Keynes ideas psychological theories of saving assumes that 

tastes are not fixed. Katona (1951, 1975) suggested that individuals are 

influenced by their ability to save and their willingness to save. Katona 

believed that the willingness to save is influenced by expectations and 

sentiments.  

Huhle (1958) classified saving motives in to i) Endogenous saving incentives 

and ii) Exogenous saving incentives.  

Endogenous incentive can be defined as the fixation a specific goal according 

to circumstances, experience and observation. Endogenous saving motivation 

is a result of a strong inner drive to reshape strategies in the face of changing 

circumstances. For example, a saver may reduce consumption expenditure 
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further to keep the surplus constant, in case of any unexpected reduction of 

income. 

Exogenous incentive comes from outside. Some handsome profit or a sudden 

betterment in the economic condition may result in unexpected saving. The 

interest on saving deposits offered by the bank may also be counted in the 

category of external drive.  

Both these incentives may act separately or in combination. This combination 

results in saving. The volume of saving may be determined by the intensity of 

the willingness to save. 

Saving motives are further classified in to various categories by many 

researchers based on their studies. For instance, a study conducted by Xiao 

Jing J and Fan Jessie X (1992) identified six saving motives as  

1. Savings for daily expenses. 2. Emergencies. 3. Children. 4. Investment. 5. 

Major purchases. 6. Retirement. The study finds that Chinese are more likely 

than Americans to report four out of six saving motives that is saving for daily 

expenses, emergencies, children and investment where as Americans are more 

likely to report savings for major purchases and retirement. This was due to 

differences in cultures and in economic development. 

Alfred Marshall (1949) recognized a Bequest motive arguing that ‘Family 

affection is the main motive for saving and that a man is interested in leaving 

his family to start from a higher round of the social ladder than on which he 

began, as evidence supporting this bequest motive, Marshall cites the fact that 

men fail to dissave during retirement. 
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Modigliani (1966) used the life-cycle model to show that saving is positively 

correlated with income growth and one of the important motives for saving is 

accumulation for retirement and hence savings of younger age group is higher 

relative to older age group. 

Sharma Ram Murti (2004) speaks about the saving behavior and saving 

motives of 320 cultivators from Haryana. The study finds that the strength of 

motives for saving varies from one category of cultivator to another. 

Nyhus Ellen Katrine (2002) in her research on psychological determinants of 

household savings empirically investigates the relationship between the 

importance attributed to different saving motives and behavior within the 

economy and economic psychological literature. She finds that precautionary 

saving motive has been regarded as the most important as it is frequently 

mentioned as a motive for saving, while the bequest and profit seeking motive 

have been regarded as less important. 

Horioka and Wanatabe (1997) undertook a micro analysis of motives for 

household savings in Japan. They identified twelve motives and found that net 

saving for retirement and precautionary motive, both of which are consistent 

with the life-cycle model dominate the saving motives. The study also finds 

that the saving motives of Japanese household vary greatly by age and that 

they save at each life stage for motives that are appropriate for that life stage. 

Charles Horioka and Watanabe (1997) grouped household saving motives in 

to three major categories. 
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  1. Life-cycle motive: as mentioned earlier  is a motive that arise from 

temporary imbalances between income and expenditure at various stages in 

one’s life cycle which in turn are due to differences in timing between income 

and expenditure streams. Examples include saving for one’s leisure, marriage, 

retirement expenses, one’s consumer durables and housing purchases, and 

children education. Lots of studies have found positive relationship between 

this motive and household saving.  

  2. Precautionary motive: This motive is defined as motive arising from 

uncertainties concerning future income and/ or expenditure on account of 

income fluctuations, unemployment, illness, accidents, natural disaster, 

sickness and longevity risk.  

3. The bequest motive: This motive arises from the desire to leave assets 

behind to one’s children and other heirs in the form of inter vivos transfers 

and/ or bequest. Innumerable studies have analyzed importance of bequest 

motive. There are some theoretical considerations pertaining to bequest 

motives. In particular, there are three models of household behavior used by 

economists. 

a) The life-cycle model. b) The altruism model. c) The dynasty model. 

The life cycle model assumes that people are selfish and that they do not 

harbor feelings of altruism towards their children. Thus this model implies 

that they will not leave any bequest at all or that they leave only unintended or 

accidental bequest arising from an uncertain lifespan and/ or uncertain 

medical and long term care expenses, selfish or strategic bequest that is 
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bequest that are a quid pro quo to the care and attention their children provide 

to them during their old age. Moreover life cycle model implies that people 

will leave bequest only if their children provide care and/ or financial support 

during old age and that people will leave their entire bequest to the child and 

children who take care of them and/ or provide financial support. 

By contrast, the altruism model of Barro (1974) and Becker (1992) assumes 

that people harbor intergenerational altruism towards their children and thus 

implies that they will leave a bequest to their children regardless of whether 

their children take care of them and/ or provide financial support and that 

bequest will be compensatory that is they will give more to the child or 

children with less earning capacity and/ or greater consumption needs. 

One of the important sources of evidence in the bequest motive is the study of 

the consumption and saving behavior of the elderly. Even casual observation 

gives the impression that the elderly continue to save in retirement. This 

behavior is in stark contrast to the simple life cycle theory of saving which 

predicts that people save during their working years and dissave in old age; it 

is however compatible with a bequest motive for saving . Most empirical 

studies of the consumption and saving behavior of the elderly corroborate 

everyday experience.  

Lillard Lee and Willis R (1997) discuss number if hypothesis about motives 

for intergenerational transfers within the family and find evidence supporting 

those hypotheses. 1. Old age security motive for intergenerational transfer, 2. 
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Parental repayment hypothesis, 3. Risk and insurance, 4. Altruism hypothesis, 

5. Exchange motive for transfers and 6. Gender differences hypothesis. 

Finally, the dynasty model of Chu (qtd by ltonji Joseph G, Hayashi Fumio and 

Kotlikoff Laurence J, 1997) assumes that people care about the perpetuation 

of the family line and/ or the family business and thus implies that they will 

leave their entire bequest to the child or children who carry on the family life 

and/ or the family business.  

Thus the three models of household behavior have very different implications 

regarding bequest motives and bequest division.  

Horoika and Watanabe further divide the saving motives in to twelve sub- 

motives. 

1. Saving for living expenses during retirement (The retirement motive). 

2. Saving for illness, disaster and other unforeseen expenditure (The 

illness motive).  

3.  Saving for one’s children educational expenses (The education 

motive).  

4. Saving for one’s children’s marriage expenses (The marriage motive).  

5. Saving for the acquisition including rebuilding and replacement 

purchase of owner occupied housing and also acquisition of land (The 

housing motive).  

6. Saving for purchase of consumer durables (The consumer durable 

motive). 

7. Saving for leisure expenses (The leisure motive).  
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8. Saving for payment of taxes (The tax motive).  

9. Saving for independent business (The business motive).  

10. Saving with no specific motive but for peace of mind (The peace of 

mind motive).  

11. Saving in order to leave a bequest (The bequest motive). 

12. Any other. 

In the above saving motives, motive 1, 3, to 9 are life cycle motives and 

motive 2 and 10 are precautionary motives, all of which are consistent with 

life cycle model. Whereas motive 11 is a bequest motive which can be 

consistent with either life cycle or dynasty models depending upon the nature 

of bequest motive.  

Thaler and Shefrin (1981) developed the behavioral life cycle hypothesis, 

which allows for the possibility of both a short-term and long term focus. 

They suggested that individual practice mental accounting meaning they have 

different propensities to save in different categories of accounts. For example, 

they may think differently about funds in a retirement account than those in a 

cash reserve for emergencies. 

Xiao and Noring (1994) pointed out that economic models consider only one 

motive at a time when modeling behavior. To expand upon this limitation they 

attempted to study several motives at once by arranging the motives in a 

hierarchy based on Maslow’s hierarchy of needs. Then they utilized chi-

square tests to examine the relationship of demographic characteristics with 

the saving needs arranged as a hierarchy comparable to hierarchy of needs. In 
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another study Xiao and Anderson (1997) hypothesized that increased financial 

resources would enable families to move from lower to higher levels of needs. 

They concluded that “as family’s financial resources increases, family tries to 

pursue higher level of financial needs” (Xiao and Anderson 1997, 352). 

However they were not able to illustrate progress from one level to another.    

Yilmazer Tansel (2008) examined the effect of children’s college expenses on 

household savings and showed that parents support for each of their children’s 

college expenses decreases with the number of children. Further saving for 

children college expenses increases with the age of the head of the household.  

Sule Alan (2004) studied the precautionary wealth and portfolio allocation 

from Canadian micro data and found that early in the life-cycle, households 

save mostly to buffer consumption since they do not have sufficiently large 

accumulated wealth and they face substantial earnings and career risks. They 

accumulate precautionary saving to smooth their consumption as markets do 

not offer full insurance against the background risk they face. Combine with 

borrowing constraint, the precautionary motive for saving offers much 

promised to explain consumption and asset accumulation behavior especially 

of young and less affluent household.    

Devaney et. al. (2007) in a survey of consumer finances proposed that saving 

motives are organized in a hierarchy and that individuals move up the 

hierarchy as lower level motives are satisfied. The saving motives listed by 

them are psychological, safety, love and societal, luxuries and then self 

actualization.  
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Canova Luigina et.al. analyzed the super –ordinate goal motivating the 

decision to save and presented the hierarchical structure of the linkages 

between these goals. Here 97 British adults provided personal reasons for 

saving and gave further justifications. The research showed that at the bottom 

of the hierarchy are more concrete goals (Purchase, Holidays or money 

availability) while at the top are more abstract goals (self esteem, self 

gratification).   

Many researchers identified precautionary motive as a prime motive behind 

household saving. Several empirical papers have attempted to determine the 

proportion of either aggregate or household wealth attributable to uncertainty 

and precautionary saving.  

Individuals live in uncertain world and they base their decisions on the likely 

future values of certain economic variables.  

In the literature it is well known that uncertainty on account of income 

fluctuation, unemployment, illness, accidents, natural disaster, sickness and 

longevity risks results in greater saving because of precautionary motive. An 

increase in the uncertainty leads to higher marginal utility of future 

consumption. Saving serves as a ‘Buffer stock’ against uncertainty (Deaton 

1991, Carroll 1992). 

Various studies show that precautionary saving motive is an important saving 

motive in the saving plan of households. Merrigan Phillip and Normandin 

Michel (1996) show that households which are less likely to face liquidity 

constraints or to share risks are more sensitive to uncertainty. The households 
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for which the head of the family work in the manufacturing industry are more 

inclined to self- insure against uncertainty. 

Kazarosian Mark (1997) finds out that income uncertainty has a positive 

effect to permanent income ratio. The precautionary motive varies in size 

depending on occupation. Here risk preference is an important factor in the 

strength of the precautionary motive. In all occupations, the self employed, 

who are probably less risk averse, have a weaker response to permanent 

shocks than their more risk averse counterparts. 

Some other studies also reveal that the social security programmes and 

pension guarantee programmes by the governments in various countries has 

reduced the precautionary savings among households. 

Kennickell Arthur and Lusardi Annamaria (2005) studied importance of 

precautionary motive in saving decision. The findings show that precautionary 

saving motive exists and affects virtually every type of household. However 

this motive accounts for only 8% of the total wealth holding. Even though this 

motive does not give rise to large amount of wealth for young and middle 

aged households it is particularly important for two groups that is older 

households and Business owners. 

Carroll Christopher and Samwick Andrew (1998) found substantial evidence 

that households engage in precautionary saving. They find that between 32 

and 50 % of wealth in their sample is attributable to the extra uncertainty that 

consumers face compared to the lowest uncertainty group. They also speak 

about the range of results obtained using various theoretical models by various 
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researchers is disturbingly large. For example Guisogis et. al.(1992) state that 

precautionary saving accounts for 2 % of the household’s net worth where as 

Dardandnoni (1991) claims that ‘more than 60 % of savings arise as a 

precaution against future income risks.’                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  

Apergis Nicholas and Katrakilidis Costas (2001) tested the theory of Inter 

temporal Substitution Hypothesis (ISH) in Germany and Canada. Inter 

temporal Substitution Hypothesis claims that individuals are willing to 

substitute current saving and consumption for future saving and consumption 

and current labor supply for future labour supply if they believe that these 

transactions will be of benefit of them. The theory predicts that the mean of 

expected future income has a negative effect on current saving. They conclude 

that the hypothesis that savings are a negative function of the level of 

expected future disposable income does not receive any statistical support in 

both the countries. By extending the ISH through the inclusion of uncertainty 

of disposable income exerts a positive and statistically significant influence on 

savings in both countries .Hence it validates the Inter temporal substitution 

hypothesis. 

Rob Euwals (2000) tried to answer the question ‘Do mandatory pensions 

decrease household savings in Netherlands?’ and found that impact of social 

security is not well identified. Secondly, occupational pensions have a 

significant negative impact on saving motives with respect to old age. Thirdly, 

it is only for the highest income docile households the evidence is found for a 

significant displacement effect of the occupational pensions in household 
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wealth. Although the effect of pension wealth itself is insignificant, it is found 

that there is a significant negative impact of the number of contributed years 

to a pension fund. 

Hubbard Glenn et.al.(1995) show how social insurance programs with asset- 

based testing can discourage saving with households with low expected 

lifetime incomes. 

Research by Huggett Mark (2004) also provides theoretical foundation for 

when individual and aggregate wealth accumulation increase as earning risk 

increases.  

Guariglia Alessandra and Byung Yeon Kim (2004) tested the precautionary 

saving hypothesis and moonlighting in Russia and found that uncertainty 

variable generally has a strong positive effect on saving supporting the 

precautionary saving hypothesis. This effect is however reversed for those 

households whose heads holds more than one job, highlighting the role of 

moonlighting as a self insurance mechanism that can be used in alternative to 

precautionary saving to smooth consumption in the presence of fluctuating 

earnings. 

A Research based on household survey in rural china by Chuliang Luo (2007) 

reveal that there exists a significant excess sensitivity of precautionary motive 

in the household consumption of rural residents and that the effects of the 

changes of the expected income and the uncertainties in the economy on the 

household consumption in rural china are also significant.  
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Banks James et.al. (2001) also reveal that precautionary motive has strong 

effect on saving and consumption in Britain. Guthrie Harold W (1962) used a 

model in his study for investigating liquid asset holding attempted to isolate 

the precautionary motive from other motives for holding liquid reserves. The 

results of the study suggest that the propensity to hold liquid assets is low for 

consumers who can expect long-run increase in income and is higher for those 

consumers who have permanently low incomes, but that these consumers may 

feel that their reserves are inadequate. Also propensity to hold liquid assets 

increases with age to a limit and decreases as the consumer unit becomes 

larger. 

Banks James et.al.(2001) in their study have modeled the evolution of income 

risk and consumption growth using a long 25 years time British long series 

data . They exploited the time-series variation to identify precautionary saving 

effects and found a strong evidence of their importance. 

Research by Cagetti Macro (2001) examines the question of whether 

households adjust savings in response to interest rates in a life cycle model 

with precautionary savings where both motives for savings that is retirement 

and precautionary are present and shows that while uncertainty may be the 

most important motive for younger households, eventually households will 

start saving for retirement as well.  

The importance of bequest in aggregate saving has been established by 

Kotlikoff Lawrence and Summers Lawrence (1981) who reported that 80 % of 

U.S. household wealth is inherited wealth. One interpretation of this finding is 
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that the simple life-cycle model without bequest motive is an inadequate 

description of saving behavior in the U.S. but the model presented by 

researchers demonstrates that accidental bequest by selfish consumers can 

account for a potentially sizeable fraction of  aggregate wealth. Although 

some part of bequests, especially by wealthy, undoubtedly results from an 

explicit bequest motive, accidental bequest also play a role in the 

intergenerational transfer of wealth as well as in the intra generational 

variation in wealth.  

Abel Andrew (1985) tried to analyze the implications of individual lifetime 

uncertainty for aggregate consumption and capital accumulation. A 

precautionary demand for saving arises because an individual consumer does 

not know in advance the date at which he will die and he wants to avoid low 

levels of consumption in the event that he lives longer than expected. An 

implication of this precautionary saving is that when death does occur, the 

consumer generally holding some wealth which is then passed on to his heirs 

in the form of an accidental bequest.  

Menchik Paul L and David Martin (1983) studied “Income distribution, 

Lifetime savings and Bequest”. The result of their study failed to show 

individuals de accumulating wealth in old age. Indeed some results show the 

opposite. People fail to de accumulate in old age may be due to strong bequest 

motive or may be due to risk aversion behavior at old age. They also found 

that the marginal propensity to bequeath out of lifetime earning is greater for 

rich than other   
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Carroll Christopher (1994) tested a straightforward implication of the basic 

life cycle model of consumption that current consumption depends on 

expected lifetime income. He finds that consumption is closely related to 

projected current income, but unrelated to predictable changes in income. 

However, future income uncertainty has an important effect. Consumers 

facing greater income uncertainty consume less. The results are consistent 

with “buffer stock” model of consumption like those of Deaton (1991) or 

Carroll (1992a, 1992b), where precautionary motives greatly reduce the 

willingness of prudent consumers to consume out of uncertain future income.    

Kopezuk and Lupton (2006) examine the effect of observed and unobserved 

heterogeneity in the desire to die with positive net worth. The study finds that 

roughly 3/4
th

 of the elderly single population has the bequest motive and both 

the presence and magnitude of the bequest motive are statistically and 

economically significant. 

Kao Emily et.al. (1989) examined the effects of respondents characteristics on 

their expectations of receiving inheritances and leaving bequest based on 

altruistic bequest theory. The results suggest that respondents’ socio 

demographic characteristics such as education, marital status, race, presence 

of living parents and number of siblings significantly affect their anticipation 

of receiving an inheritance. People’s expectations of leaving a bequest are 

found to be positively and significantly related to the value of non liquid asset 

holdings, education, marital status and positive attitude towards bequest but 

inversely associated with the total number of children in the household and 
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being disabled. Those who are self employed and middle aged are more likely 

to anticipate leaving bequest. Jurges Hendrik (2001) investigated whether a 

bequest motive for savings influences the post- retirement wealth trajectories 

of German households. Here two measures of the bequest motive are studied; 

The existence of children as the main group of potential heirs and the 

respondents’ declared intentions to bequeath while having children has no 

significant impact on household’s wealth trajectories, stated bequest intentions 

are associated with considerable heterogeneity in wealth holdings. The main 

conclusion from this study is that both the pure life cycle model and the life 

cycle model with bequest motives provide a valid basis for a theory of 

household wealth accumulation once the heterogeneity of preferences is 

acknowledged.  

Laitner John and Juster Thomas (1996) conducted a study of Teachers 

insurance and annuity association –College retirement equity fund (TIAA-

CREF) retirees focusing on bequest motive. They defined altruism as 

households’ concern for the well being of their grown children. It was found 

that about half of the TIAA-CIEF households were found to be interested in 

leaving estates.  

New empirical evidence in support of the view that a significant fraction of 

total saving is motivated by the desire leave bequest is given by Bernheim 

Douglas (1991). Specifically researcher finds that social annuity benefits 

significantly raise life insurance holdings and depress private annuity holdings 

among elderly individuals. This pattern indicates that the typical household 



 

 

 53 

would choose to maintain a positive fraction of its resources in bequithable 

forms, even if insurance markets were perfect. This conclusion contrasts 

sharply with that of Hurd (1987) for the same data set, Hurd found that elderly 

households with children do not dissave more rapidly than those without 

children. 

As mentioned earlier Lilard Lee and Willis Robert J (1997) discussed a 

number of hypothesis about motives for intergenerational transfers between 

generations in Malaysia where there is neither social security nor Medicare. 

They found evidence supporting the hypotheses that children are an important 

source of old age security and that old age security is, in part, children’s 

repayment for parental investment in their education. This repayment is partly 

a function of children’s income and in case of females, a function of their 

spouse’s income. They also find evidence supporting the hypothesis that 

parents and children engage in the exchange of time help for money. Similar 

study conducted by them in Indonesia show remarkably similar results. 

There is wide variation in the need for and the ability to accumulate liquid 

assets.  

Guthrie Harold W (1962) used a model in his study for investigating liquid 

asset holding attempted to isolate the precautionary motive from other motives 

for holding liquid reserves. The results of the study suggest that the propensity 

to hold liquid assets is low for consumers who can expect long-run increase in 

income and is higher for those consumers who have permanently low 

incomes, but that these consumers may feel that their reserves are inadequate. 
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Also propensity to hold liquid assets increases with age to a limit and 

decreases as the consumer unit becomes larger. 

Banks James et.al. (2001) in their study have modeled the evolution of income 

risk and consumption growth using a long 25 years time British long series 

data. They exploited the time-series variation to identify precautionary saving 

effects and found a strong evidence of their importance. 

Browning Martin (2000) studied the saving behaviour of a two person 

households. The fact that wives are typically younger than their husbands and 

that women typically live longer than men, imply that wives may have more 

incentive to save for old age than do husbands. Researcher introduced a 

theoretical model of determination of household saving and portfolio choice 

which takes in to account differences in preferences for saving. The most 

important result is that the level and the composition of saving and the time 

path of consumption are dependent on the distribution of income with in the 

household. 

Palumbo Michael G (1999) in his study introduces a dynamic, structural 

model of household consumption decisions in which elderly families consider 

the effects of uncertain future medical expenses when deciding current levels 

of consumption. This model with uncertain medical expenses implies a 

potentially important role for precautionary incentive to explain slow rates of 

dissaving among elderly American during retirement. 

The health uncertainty model predicts consumption levels closer to observed 

expenditures than a life cycle model with uncertain longevity. However, 
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elderly families typically dissave their financial assets more slowly than even 

the baseline health uncertainty model predicts is optimal. 

The simple Life cycle model implies that ‘The bulk of wealth might be 

acquired not by intergenerational transfers, but instead be accumulated from 

scratch by each generation to be consumed eventually by the end of life 

(Modigliani, 1988). Gale William et.al. (2003) reject that view using detailed 

household level information on the Inter-vivos, wealth and related items in 

their study. The researchers have estimated that intended transfer accounts for 

at least 20% of U.S. wealth and possibly more. When bequests are added, the 

figure rises to at least 51% of net worth accumulation. If college expenses are 

added, it climbs still higher.  

Parker Jonathan et.al.(2002) found that consumer behaviour changes 

strikingly over the life cycle. Young consumers behave as buffer stock agents. 

Small holding of liquid assets by young households is an optimal response to 

expected income growth and the riskiness of future labour income over the 

life cycle. Around age 40, the typical household starts accumulating liquid 

asset for retirement and his behavior mimics more closely that of a certainty 

equivalent consumer. 

What do retired people do with the wealth that they have accumulated during 

their life time? Simple Life cycle theory suggests that they will decumulate 

their wealth in order to finance consumption, because that is why they saved 

in the first place. Some studies of the wealth-age relation confirm this pattern 

and the life cycle theory has had considerable success in explaining aggregate 
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saving behaviour. However precautionary, bequest and status motives call for 

holding on to wealth rather than dissaving it and examinations of the wealth-

age relation among the aged by Smith and Mirer even suggest a tendency to 

save rather than dissave. 

The evidence examined by Mirer Thad W (1980) in his research indicates that 

most of the retired people do not dissave their wealth that fast as would be 

expected on the basis of simple life cycle saving theory. Among the retired, 

those who have the greatest rates of dissaving are those with modest levels of 

wealth and income. 

 A comparative study between the importance given to precautionary motive 

by Cohabitation and marriage in a risky world is done by Nordolom Katharina 

(2004) says that different couples are analyzed in presence of income 

uncertainty and precautionary saving gives following results. Married couples 

have legal restrictions on their relationship that force them to act 

cooperatively, while cohabitants with limited commitment act non-

cooperatively. This makes risk sharing different for different couples. Married 

couples share risks completely, while cohabitants share risk to lesser extent 

due to their lack of commitment and cooperation. This makes precautionary 

savings greater for cohabitants than for married couples. However cohabitants 

also tend to under save to possibly increase assistance from their partner.  

Since 1999 the complex reform of the old age pension system was introduced 

in Poland. The multi pillar system replaced the Pay-as-you-go system. It 

meant Voluntary third pillar will guarantee higher pensions for those that 
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decide to save more. On one hand the principles of market economy imposed 

rigorous environment for management of the disposable income while on the 

other the dynamically developing market of goods, services and modern 

banking systems created pressure to spend. The evolution of pension system 

naturally posed questions concerning how the savings and saving behaviour 

are perceived in the polish society during economic transformation. A survey 

conducted by Roszkiewicz Malgorzata ((2006) show that the precaution and 

life cycle motives of saving are observable in the polish society but restrain 

seems to be marginal. In addition, attitudes towards saving are varied by some 

demographic and socio- economic features. These findings confirm statements 

referring to relation between the growth in material and social standards and 

acceptance of consumption style of life (Katona, 1975; Lunt and Livingston, 

1992) Poles with higher social-economic position are seen rejecting self-

restraint shifting towards consumerism. 

Even among households with similar socio economic characteristics, saving 

and wealth vary considerably. Life cycle models attribute this variation to 

differences in time preferences in time preference rates, risk tolerance, 

exposure to uncertainty, relative taste for work and leisure at advanced ages 

and income replacement rates .This factors have testable implications 

concerning the relation between accumulated wealth and the shape of the 

consumption. Using the panel study of income dynamics and the consumer 

expenditure survey Betrnheim Douglas et. al.(2001) found that there is little 

support for these implications. The data are instead consistent with ‘rule of 
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thumb’ ‘mental accounting’ or hyperbolic discounting theories of wealth 

accumulation. They concluded that it is found that consumption growth rates 

near retirement do not vary systematically with retirement wealth. It is also 

found that there is a pronounced discontinuity in consumption at retirement, 

with the size of the discontinuity negatively correlated with retirement saving 

and income replacement rates. 

Altonji Joseph et.al. (1997) tried to test whether inter vivos transfers from 

parents to children are motivated by altruism. Specifically it tests whether an 

increase by one dollar in the income of parents’ actively making transfer to a 

child coupled with a one dollar reduction in that child’s income results in the 

parents increasing their transfer to the child by one dollar. 

It is found that parents increase their transfers by a few cents for each extra 

dollar of current or permanent income they have which in itself is consistent 

with altruism. The inconsistency arises because they also found that parents 

reduce transfers by only a few cents for each extra dollar of income their child 

has .The result constitute a strong rejection of operative intergenerational 

altruism. 

Kochar Anjini (2000) based on empirical evidence from rural Pakistan 

explains the negative correlation between the days of work reported by father 

in rural household and the income earned by their co resident adult sons. It is 

found that the decline in father’s days of work that accompanies increases in 

son’s incomes primarily results because such income is used to finance 

expenditures on household public goods such as consumer durables and 
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ceremonies. This provides evidence that the primary benefits to parents from 

co residence with adult sons derives from the joint consumption. There is little 

evidence of any significant income or risk sharing between fathers and sons 

employed in the wage sector. This lack of income and risk sharing in 

economics in which financial markets, including annuities and insurance 

market are poorly developed suggests the need for policy concern with the 

welfare of the elderly. It also suggests the need to re examine saving motives 

in developing economies. 

 The effects of consumption and retirement of the length of the horizon are 

examined by Hamermesh Daniel S (1984). At any given age people will work 

more and consume less if they expect to live longer. The results suggest the 

expected positive effect on effort but its magnitude is quite small. There is a 

small positive effect of a more distant horizon on work effort and a stronger 

but still fairly small negative effect on consumption. Goods and leisure are 

consumed jointly, suggesting their complimentarity in household production 

and spending propensities out of social security wealth are far below those out 

of pension wealth.  

Recent empirical evidence from United States indicates a high degree of 

persistence in earnings across generations. Designing effective public policies 

to increase social mobility requires identifying and measuring the major 

sources of persistence and inequality in earnings. It is found by Restuccia 

Diego and Urrutia Carlos (2004) that approximately one half of the 
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intergenerational correlation in earnings is accounted for by parental 

investment in education, in particular early education. 

An article by Torrey Barbara Boyle (1988) deals with the issues surrounding 

the accumulation and distribution of assets by the aged (defined as persons 65 

yrs and above) manage their assets and what happens to this considerable 

concentration of wealth as they age? Life cycle hypothesis predicts that wealth 

would increase with age until retirement and then fall (Modigliani 1980). 

While the hypothesis is intuitively appealing, a number of studies suggest that 

dissaving is complicated by uncertain life expectancies, bequest motives and 

illiquid assets. Since the wealth of the aged is considerable, the question about 

its disposition is important. How much of it is used for medical or long term 

care of the aged before they die? How is it distributed within the society? 

Does inherited wealth improve or increase income or generational inequality? 

Will future cohorts of the aged have the same level of assets relative to the 

rest of society as the present cohorts? Is the wealth behaviour of the aged in 

the countries similar to the behaviour in U.S.? Finally should these assets 

continue to be ignored in the public finance issues of programmes for the 

elderly? No one has definitive answers to most of these questions. The article 

tries to give clues to this issue by discussing issues related to the above 

questions based on the available literature and empirical evidences 

internationally.         

Clark Robert et.al. (1978) highlight the important areas of research in the 

literature on aging. They discuss the determinants of population age structure 
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changes and their impact on the size and composition of the dependent 

groups. They review the economic status of the elderly in to life-cycle context 

and also empirical evidence concerning labour supply decisions of the aged. 

They also review the evidence on the interaction between aging and macro 

economic variables like social security and private pensions and their 

influence on the economy. 

A study by Perozek Maria G (1998) investigates the strength of the empirical 

evidence for the strategic bequest hypothesis proposed by Bernheim, Shieifer 

and Summers (1985). At issue is whether bequests are primarily motivation by 

a desire to influence the behaviour of potential beneficiaries. Alternatively, 

bequest may be motivated by altruism or risk aversion in the presence of 

incomplete annuity and health insurance market (Tomes 1981; Hurd 1989). 

In their seminal work on strategic bequest motives, Bernheim et.al.(2001) 

developed a theory of bequest behaviour in which imperfectly altruistic 

parents hold wealth in bequeathable forms in order to influence the actions of 

potential beneficiaries. This study has tested this hypothesis. Actually the 

empirical evidence for the strategic bequest hypothesis is based largely on a 

positive and statistically significant relationship between the bequeathable 

wealth of parents and the attention they receive from their children. Moreover 

it is showed that the level of attention is influenced by the type of wealth held; 

attention increases as bequeathable wealth increases but decreases as non 

bequeathable wealth increases. The researcher in this study has expanded on 

the original research of Bernhein et. al. (2001) by developing an alternative 
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test of the strategic bequest motive that controls for individual and family 

characteristics that are likely to influence attention. It is found that the positive 

effect of bequeathable wealth and attention weakens when child and family 

characteristics are added to the specification. In particular, it is found that 

daughter, married children and children with fewer siblings tend to pay 

relatively more attention to their parents.  

2.7 Research Gap 

From the Review of literature it can be noticed that earlier researches are 

based on general saving behavior and have considered saving motives as just 

one component of the entire saving behaviour so they have highlighted broad 

saving motives like precautionary motive, investment (calculation), 

retirement, goal saving, inter vivos transfers and bequest motives in their 

studies. Others have done focused studies on certain saving motives like 

precautionary motive, its strength, contribution in total saving quantum, 

importance given to uncertainty of income or job, reserves kept aside for 

unforeseen incidents like accidents, sickness, etc. Studies on bequest motive 

also exist on similar lines taking in to consideration types of models 

applicable for bequest motive, strength of strategic bequest motive, 

accumulation and distribution of assets by aged etc. But studies considering 

all three motives of household savings and importance of each motive and 

their components with respect to various factors which can affect them and 

bring about a change in them are not found. The present study takes in to 

consideration these aspects and tries to contribute in that direction. 
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CHAPTER III 

 RESEARCH METHODOLOGY 

This chapter gives an account of the design and methodology applied for the 

study, for execution of the research plan, data collection and data analysis. 

The details of which are presented below. 

It includes Need and Objectives of the study, Research design and procedure, 

Operational Definitions, Hypothesis, Sample description. 

3.1 Need and Objectives of the Study 

It is a proven fact that saving plays a pivotal role in nation’s investment and 

development. Micro level knowledge of saving is important for effective 

government policy framing; equally important is the knowledge of household 

saving since it is one of the major contributors to the national savings of our 

country. To understand household saving behavior a study of financial saving 

motives becomes paramount important. In most cases, if households intend to 

achieve their financial goals, they have to save. Thus financial goals are based 

on saving motives which indirectly decide the household saving level which 

has a direct influence on nation’s total savings. 

The present study makes an attempt to investigate the relationship between 

various saving motives (life cycle, precautionary and bequest) and their 

determinants (age, gender, education, profession, income, wealth, family size, 

employment status, dependency ratio, and locality). 
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The main objectives of the study were as under:- 

1. To find out the relation between demographic factors and motives of 

savings. 

    a) To find out the relation between age and saving motives. 

    b) To find out the effect of locality and saving motives. 

    c) To find out whether gender determines saving motives. 

    d) To find out the connection between family size and saving motives. 

    e) To find out the link between dependency ratio and saving motives. 

2. To find out the association of social factors on preference to various saving    

     motives. 

    a) To find out the influence of education on saving motives. 

    b) To find out the effect of profession on the saving motives. 

3. To find out the link between the economic factors and various saving  

     motives. 

    a) To find out the association between income level and saving motives. 

    b) To find out whether wealth determines saving motives. 

    c) To find out the effect of employment status on saving motives. 

3.2 Research Design and Procedure of the Study 

The sample for the main study consisted of 300 households. Questionnaire 

was answered by one respondent from each household irrespective of gender, 

age and education level to give a fair amount of randomness. 

In order to ensure randomness, a multistage random sampling technique was 

used to select the sample. Out of eleven talukas in goa, one taluka was 
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randomly selected. The urban areas and rural areas of that taluka were 

identified as per government classification. Since there is only one 

municipality in selected taluka (Bardez), from various wards of that 

municipality 20% of the wards were selected randomly. Again from various 

village panchayats (33) in rural areas of that taluka 20% of the panchayats 

were selected and from those, 20% of wards were selected on random basis. 

Households were selected again randomly from the voters list. 

Questionnaires were given to respondents by personal visits explaining to 

them the nature and requirements of the research and also importance of their 

cooperation in filling the questionnaire. A time period of eight days was given 

to each respondent and then answered questionnaires were collected. 

The first part of the questionnaire (Appendix- Pages 212 to 221) included 29 

questions which aimed at collecting demographic, social and economic 

information about respondents and were focused on factors like location, 

education, profession, employment status, income, wealth, gender, age, family 

size and dependency ratio. First eight questions dealt with demographic 

information, the next six questions i.e. from question nine to question fourteen 

were asked to know the family size and calculate dependency ratio, following 

eight questions i.e. from fifteen to twenty two were asked to know wealth 

status of the households. Certain questions i.e. from question twenty three to 

question twenty seven were aimed at collecting information on respondents 

saving habits, types of investments, saving decisions, decision maker, gender 

of the head of the family, awareness of medical insurance etc. The last 
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question was asked in order to get more knowledge about the reasons behind 

bequest and which model applies to the data collected i.e. Accidental bequest 

model, Altruistic bequest model or Dynasty model. 

The second part of the questionnaire dealt with the variable pertaining to 

household saving motives. A rating scale was prepared separately as a tool to 

measure the strength of each individual motive with respect to various 

demographic, social and economic factors considered in the study. For this, 

three motives were taken in to consideration viz; life cycle, precautionary and 

bequest. Thirty three statements were formulated pertaining to different saving 

motives so there were several statements under each saving motive. Life-cycle 

motive had seventeen statements under it, precautionary motive included ten 

statements under it and Bequest motive had six statements. Later these 

statements were mixed and a list was prepared. Respondents were asked to 

rate each of the statement on five point rating scale, ‘1’ being least important 

and ‘5’ being most important. 

To test the validity and reliability of the instrument a ‘Test Retest Method’ 

was followed. A pilot study was conducted with thirty respondents, where 

both the main questionnaire along with the scale was given to them. A record 

was kept as to when that questionnaire was filled by the respondents. After 

collecting the answered questionnaires, a gap of ten days was given and once 

again the second part of the questionnaire that is the prepared scale was given 

again to the same respondents and they were requested to fill it all over again 

as a fresh instrument. Instructions were given accordingly. 
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After collecting the instrument, the analysis was performed to test the 

reliability of the instrument. Karl Pearson’s Product Moment correlation 

coefficient was used to find out the correlation between the various scores of 

various saving motives. The total score in test and retest were tested and it 

was found that there existed a high degree positive correlation between them. 

To test the internal consistency, the ‘r’ values of various motives were 

calculated and it was found that there exists a positive correlation between the 

various saving motives and hence it revealed that they together become the 

important factors determining the saving behavior of the households. 

The results of the Test Retest with regards to different motives and also with 

the total score are as under:- 

1. A High degree coefficient of correlation is found between the scores 

of life cycle motive in both the cases. r = 0.9340. 

2. Similarly a high degree correlation is found between the scores of 

Precautionary and Bequest motives in test retest scores i.e. r = 0.88 

and   r = 0.94 respectively. 

3. With respect to total score combining all three motives, the ‘r’ value 

is found to be 0.94. 

4. Statistically significant ‘r’ values as seen above indicate that the 

instrument designed to gauge the saving motives shows a high level 

of reliability and stability. 

To test the internal consistency the ‘r’ values of various motives with total 

scores were calculated and results are as under:- 
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1. ‘r’ value between Precautionary motive and the total score are found 

to be 0.72 

2. Life-cycle motive and total score show the ‘r’ value of 0.93 

3. Bequest motive and total score show the ‘r’ value of 0.83 

 Similarly it is found that, 

1. The ‘r’ value bet Life-cycle and Bequest motive is 0.77 

2. Precautionary motive and life-cycle motive show the ‘r’ value of 

0.68 

3. The ‘r’ value between Precautionary and Bequest motive is found to 

      be 0.65 

Since there exists a statistically high degree positive correlation between 

various saving motives it shows that they together become the important 

factors determining the saving behavior of the households. 

The final questionnaire was used to conduct the main survey for data 

collection. After collecting the data, before the analysis of data, Dependency 

ratio and Wealth Index was calculated since they were two important 

independent variables which had to be taken in to consideration for analysis of 

data. 

Dependency ratio was calculated by dividing ‘The total number of people 

working and earning in the household and total number of pension earners in 

the household by total number of non earners in the household. 
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3.3  Wealth Index Calculation 

Wealth Index was calculated by using Principle Component Analysis method 

as under. 

 It was found from the existing literature that for ‘Demographic and Health 

Surveys’ worldwide, the wealth index is calculated widely by using Principal 

Component analysis. For this purpose different questions were posed to the 

respondents dealing with wealth for example, type of housing, number of 

vehicles, type of house flooring, water supply amenities, availability of toilets, 

television, etc. Since the survey is health based, all these aspects indirectly or 

directly affect the health of the respondents and hence the information is 

gathered on them. For wealth index calculation, in the present study, the type 

of housing, locality, ownership of agricultural land, ownership of  plot apart 

from respondents residence and its locality, commercial holding and number 

of vehicles were taken in to consideration. Components of social wealth like 

education and employment were purposely kept out since it was felt that these 

aspects can have their own direct or indirect influence on saving motives and 

hence needed to be taken separately for the analysis. 

In order to extract the factors of wealth index Principle Component  Analysis 

was used. This gave an idea to the researcher as to which of the factors should 

be taken in to consideration. For this, each of the responses of the respondents, 

the values were given based on the weightage of each asset on market value. 

For example rented house or flat was given 1, own flat or house was given 2. 
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Similarly no vehicle was given 1, two wheeler was given 2 and four wheeler 

was given 3 so, as this assets went on increasing the economic status of the 

respondents also became higher. Since not much respondents reported 

commercial holding (19 out of 300 had  commercial holding) it was  realized 

that it could not be considered for factor analysis hence variables like stay, 

agricultural land, plot, location and vehicles were considered. With these 

factors two components of wealth were extracted where stay and vehicles 

loading on the first component and agricultural land, plot and location loading 

on the second component. If stay were to be excluded then just one 

component of wealth was extracted. By using this information two 

components of wealth were considered. Actual scores of the respondents for 

these variables were added under two components and calculation of final 

wealth index was done accordingly. 

A correlation matrix was established followed by factor extraction using the 

method of principal component analysis. Presented in the table (3.1) are 

communalities.  

Table 3.1 Communalities of factors related to wealth. 

Variable Initial Extraction 

Stay 1.0 0.671 

Agricultural land. 1.0 0.458 

Area of plot owned. 1.0 0.846 

Location of the plot. 1.0 0.821 

Vehicles. 1.0 0.547 

(Variables showing communalities above 0.45 were retained) 
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To decide the number of variables needed to represent the wealth the Eigen 

values or total variance explained by each factor was examined (table 3.2). 

Eigen values greater than 1 were retained. It was gathered that, a two 

component solution for the present data would account for 64.121 % of 

variance. 

Table 3.2  Total Variance Explained: Wealth related variables. 

Component Initial Eigen Values Rotation Sum of Squared Loading 

 Total % of 

variance 

cum % Total % of 

variance 

Cum % 

1 2.081 41.611 41.611 2.011 40.219 40.219 

2 1.125 64.121 64.121 1.195 23.901 64.121 

Note: Extraction method- Principal Component Analysis. 

Examining the factor loading of the rotated component matrix (table 3.3) also 

confirmed it. For extraction Principle Component Analysis was used, for 

rotation Varimax with Kaiser Normalization was used. 

Table 3.3 Rotated Component Matrix for variables related to wealth. 

 

Wealth Component 

Variables 1 2 

Stay  0.813 

Agriculture Land 0.565  

Plot 0.912  

Plot Location 0.900  

Vehicles  0.712 

Note: Extraction method- Principal component analysis, Rotation method-

Varimax with Kaiser Normalization. Loadings greater than 0.50 are shown in 

the above table. 
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3.4 Measurement Tools 

In order to measure the relative preference of the respondents to various 

saving motives, as said earlier a scale was used which included 33 statements 

pertaining to the three main saving motives viz Life-cycle saving motives, 

Precautionary saving motives and Bequest saving motive. Respondents 

indicated how important they regarded the different saving motives by 

choosing a number from 1 to 5 where 1 means ‘least important’ and 5 ‘most 

important’. 

As mentioned earlier since seventeen statements in the scale pertained to life 

cycle saving motive, the measure of the importance of this motive was 

constructed by adding the responses to these statements and dividing the score 

by 17. Similarly ten statements related to precautionary saving motive. The 

index of importance of this motive was constructed by adding the responses to 

these ten statements and dividing the total score by 10. The same procedure 

was used while constructing the index for importance of bequest motive. 

The mean values and median scores for importance of saving motives were 

compared across gender, age groups, locality, income levels, family size 

groups, education, professions and wealth. 

 Many researchers have divided life-cycle saving motives further in to twelve 

sub motives namely Improvement motive, Independence motive, Housing 

motive, Leisure motive, Retirement motive, Consumer durable motive, 

Children education motive, Business or Enterprise motive, Children marriage 

expenditure motive, Down payment motive, Avarice motive and Tax motive. 
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The index of importance of these sub motives were constructed as said earlier. 

For example three statements out of seventeen pertained to improvement 

motive. Responses of these three statements were added and then divided by 

3. Similar procedures were followed for other sub motives too and then they 

were compared. Precautionary saving motives and bequest saving motives 

were also analyzed on the same lines. 

 

3.5 Operational Definitions 

1. The Household sampling unit of the study is defined as a composition of 

persons living in the same dwelling units, sharing food from a common 

kitchen. 

The number of members in the household thus defined above constituted the 

household size. 

2. Head of the household is the person who takes all major decisions related to 

the household’s activities is recognized as head of the household. 

3. Gross Income is defined as the sum of earnings of all the members of the 

household from all sources of income including income from bank deposits, 

assets, rent etc. without any deduction like income tax, provident fund or any 

other deduction. 

4. Household Saving refers to the difference between the household’s current 

gross income and expenditure over a specified period of time that is a month. 

5. Saving Motive is defined as a person’s reasons for saving. 
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6. Life cycle Motives are defined as motives that arise from temporary 

imbalances between income and expenditure at various stages in one’s life 

cycle, which in turn are due to differences in timing between income and 

expenditure streams. This includes saving for one’s leisure, retirement 

expenses, one’s consumer durables and housing purchases, marriage and 

one’s children’s education expenses. 

7. Precautionary motives are defined as motives arising from uncertainties 

concerning future income and / or expenditure. For example savings to 

safeguard oneself from income fluctuations, unemployment, illness, accidents, 

natural disasters and longevity risk. 

8. The Bequest motives: this arises from the desire to leave assets behind to 

one’s children and others in the form of inter vivos transfers and/ or bequest. 

 

3.6 Hypotheses 

For the purpose of analysis each variable is analyzed separately for the above 

three motives. So there are three sets of hypothesis for each variable 

separately for each motive respectively with null hypothesis and alternative 

hypothesis which are analyzed in data analysis chapters later. Review of 

literature on household saving motives revealed that some of the demographic 

variables play an important role in saving decisions and saving motives. For 

instance, it is empirically shown by many researchers that age is correlated to 

bequest motive. It also influences the various life cycle motives in different 

ways. Hence ‘age’ is considered as one of the important determinant of saving 
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motives. Similarly, it was assumed that other   demographic variables like 

locality, gender, family size and dependency ratio may have influence on 

various saving motives and hence they are considered for analysis.   

Social factors like education and profession are considered for analysis in the 

form of hypotheses since they too can influence household saving motives. 

Better education is supposed to give better exposure and understanding of 

saving and investment opportunities. It may also motivate people to save more 

on account of better futuristic vision. Profession is another social factor which 

was thought to have influence over saving motives along with the saving 

quantum. Since different professions differ in risk factors, earning capacity, 

future prospects, competition level, and opportunities which can affect 

different saving motives.  

Economic factors like income and wealth are considered to be the most 

important determinants in saving quantum. Wealthy business families usually 

show a high preference towards Bequest motive. Similarly higher the income 

higher is the saving capacity and it was thought that at different income levels 

people may show tilt towards certain saving motive. Similarly different 

employment status have different attributes attached to them, for instance 

government job is considered to be more secured as compared to private 

company. Self employment is more risky and has more income fluctuations 

which may motivate people to save more on account of precautionary motive. 

This is gathered from the contributions of earlier researchers. Hypotheses 
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pertaining to demographic, social and economic factors are postulated and 

tested in chapters IV, V and VI.     

3.7 Sample Description 

Sample description includes elaboration of sample, based on various variables 

required in the study. 

As mentioned earlier the sample size for the main study was 300 households 

out of which 184 were male respondents and 116 were female respondents. 

The age of the respondents ranged from 20 years to 80 years. 

Table 3.4 Percentage of Males and Females in the sample 

 Frequency Percentage 

Male 184 61.3 

Female 116 38.7 

Total 300 100 

 

Since one of the objectives of the study was to find out whether gender of the 

respondents made any difference in saving motives of the individuals, 

collecting information based on gender was important. For the present study 

out of 300 respondents 184 (61.3%) are male respondents and 116 (38.7%) are 

female respondents. Although respondents were selected randomly, the 

questionnaires were answered by people who were employed. Efforts were 

made to get the information from others too but refusal rate was found to be 

very high. 
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Table 3.5 Proportion of Rural and Urban Respondents 

 Frequency Percentage 

Urban 160 53.3 

Rural 140 46.7 

Total 300 100 

Second variable required was locality. The locality was demarcated in 

categories Urban and rural as per the definition used by Census of India 2001 

and based on the list of panchayats and municipalities provided by 

government departments. 

In the sample out of 300 respondents, 160 (53.3%) respondents are from urban 

areas and 140(46.7%) belong to rural areas. 

3.6 Education of the Respondents 

 Frequency Percentage 

I --VII 14 4.7 

VIII--X 43 14.3 

XI--XII 42 14 

Graduation 148 49.3 

Post-graduation 53 17.7 

Total 300 100 

 

Education is considered to be a variable capable of changing mindsets of 

individuals hence to study the relation between education and saving motives 

is one of the objectives of the current study. For this purpose respondents were 

categorized in to five categories viz; I--VII standard, VIII--X, XI—XII, 
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Graduation, Post- graduation. Graduates included degree course in any field 

(professional or nonprofessional courses). Similarly post- graduates included 

further studies after graduation leading to acquire post graduate degree. The 

sample consists of 14 (4.7%) respondents in the 1
st
 category, 43(14.3%) in the 

second category, and 42(14%), 148 (49.3%) and 53 (17.7%) respondents in 

third, fourth and fifth categories respectively. 

 

3.7 Profession of the Respondents 

 Frequency Percentage 

Professional 76 25.3 

Non- professional 224 74.7 

Total 300 100 

 

Under this two categories were made as above. Professionals included those 

respondents who have acquired graduation or post graduation in certain 

professions like Engineering, Architecture and related fields, Medicine and 

related areas, management, Fine art and Commercial art and other equivalent 

fields. Non professionals included respondents with non professional fields 

like Arts, science and commerce and any other general education. The sample 

consists of 76 (25.3%) professionals and 224 (74.7%) non professional 

respondents. 
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3.8 Employment Status of the Respondents 

 Frequency Percentage 

Private 147 49 

Government 33 11.1 

Semi-government 40 13.3 

Self-employed 67 22.3 

Retired 13 4.3 

Total 300 100 

Employment status also can become a deciding factor for saving behaviour of 

the individuals since each type of employment condition with respect to job 

security, certainty of returns, future prospects etc differ and hence can 

influence saving decisions and saving motives. The sample for the study 

consists of 147 (49%) of respondents working in private organizations, 33 

(11%) of the respondents working in government institutions, 40 (13.3%) in 

semi-government organizations, and 67 (22.3%) and 13 (4.3%) self employed 

and retired respectively. 

3.9 Income level of the Respondents 

 Frequency Percentage 

Below 10,000 59 19.7 

10,000-25,000 71 23.7 

25,000-50,000 75 25 

50,000-75,000 32 10.6 

Above 75,000 63 21 

Total 300 100 
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It is an established fact that income is one of the most important determinants 

of saving. Higher is the income, higher is the capacity of an individual to save. 

But how far income level influences different saving motives is one of the 

objectives of the present study. Hence the data is collected randomly covering 

different income levels. Respondents were categorized in to five categories as 

above with the gross income level below Rs 10,000 per month to the income 

level above Rs75,000  per month as shown in the above table. 

Family size ranges from 1 person in the family to 17 members. 

 

3.8 Data Analysis 

Mean values are used to compare the preference shown by the respondents to 

the various saving motives considered in the study. Karl Pearson’s coefficient 

of correlation is used to see the existence of correlation between various 

factors like income, age, wealth, family size, education and dependency ratio 

and the three household saving motives considered in this study. 

 ‘t- test’ is used in order to find out whether gender and locality and profession  

make any difference in the preference shown to various household saving 

motives. Analysis of variance is used to find out whether different 

employment status makes any difference in the preference of the respondents 

for various saving motives. 

A separate in-depth analysis of sub motives of Life- cycle saving motive and 

components of precautionary and bequest motive is done for better 

understanding of the research topic. Due to the nature of data collected, based 
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on the rating scale, chi square test is used to find out the association between 

various factors and saving sub motives considered in the study.  

The data collected in the present study is not totally quantitative in nature and 

hence ordinary least square method was not considered as an appropriate 

method of regression to be used in this case. Since for the dependent variable 

in this study i.e. three saving motives with their components , the data 

collected is in the form of a five point rating scale and that too by assigning 

numerical values that have a natural ordering ( ‘1’ being least important and 

‘5’ being most important). Ordinary least squares regression estimation is 

inappropriate because the coding of the dependent variable in this case is 1, 2, 

3, 4, 5, reflects only a rating. The difference between a 1 and a 2 cannot be 

treated as equivalent to the difference between a 2 and a 3 and so on.  It would 

not have been appropriate to use multinomial probit since this technique does 

not take in to account any ordering in the dependent variable. The use of 

probit model is done whenever the dependent variable in a regression is 

qualitative in nature. The Ordered probit model involves a qualitative 

dependent variable for which the categories have a natural order or rating that 

reflects the magnitude of some underlying continuous variable or index. 

Hence ordered probit model is used in this study, is found to be most 

appropriate technique to find out the influence of various factors on the 

components of saving motives. 
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3.9 Summary 

This chapter on research methodology has stated the need and objectives of 

the study; has detailed description of research design and procedure of the 

study which includes explanation of the tools and procedures for construction 

of the tools. It describes procedure followed for the pilot and final study and 

has operationally defined terms and postulated hypotheses. Sample 

description and techniques for analyzing data have been outlined. 

The next chapter examines the results of data analysis and discusses the 

findings in terms of the hypotheses stated in this chapter. 
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CHAPTER IV 

FACTORS AFFECTING LIFE-CYCLE SAVING MOTIVE 

OF HOUSEHOLDS 

 

4.1 Introduction     

This chapter contains the results of the analyses conducted to test the proposed 

hypotheses. The chapter starts with comparison of relative strength of three 

saving motives considered in the study. Further the importance of this saving 

motives have been shown according to various factors considered; namely 

demographic factors, social and economic factors. Later each motive is dealt 

separately in detail based on objectives. 

Saving motives define a person’s reasons for saving. Individual differences in 

saving motives have been found to influence how people respond to economic 

stimuli with respect to their saving behavior (Wahlund and Warneryd, 1987). 

Despite Katona (1957) proposing that it is the strength of the saving motives 

that would change over time( i.e. not the existence of motives), no studies so 

far have focused on the effect of the perceived importance of the different 

saving motives with regards to person’s tendency to save (Nyhus Ellen, 2002). 

Katona (1975) proposed that the strength of the saving motives would weaken 

during upswings and strengthen during recession.  

In the same vein, one might find individual differences in the strength of 

saving motives depending on stage in the life cycle, perceived risk of 

unemployment, expectations concerning future income, investment prospects, 

etc.  
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Surveys by Sule Alan (2004), Gardiol Isabelle Dauner (2001), have shown 

that the precautionary saving motive is the most important saving motive, 

while smaller portion of the interviewed household considers retirement, 

children’s needs, investment opportunities and larger purchases are important 

reasons to save. Various researchers have considered various saving motives 

in the way needed by their individual research. With this background the 

current study has analyzed the people’s behaviour with regards to various 

saving motives. 

 

4.2 Analysis of Preference shown to Household Saving Motives. 

As mentioned earlier, present study categorizes saving motives in to three 

groups; viz life-cycle motives which further includes twelve sub motives, 

precautionary motive and bequest motive. The table 4.1 shows the preference 

shown by 300 respondents for the above three saving motives, based on the 

scores. 

Table 4.1 Mean scores for importance of saving motives     

                

N=300 Life-cycle motive Precautionary motive Bequest motive 

    

Mean 2.85 3.676 2.621 

    

 

The table 4.1 shows that in the present study respondents consider the 

precautionary motive as the most important saving motive which is consistent 

with earlier findings undertaken by various researchers ( Katona, 1975, Nyhus 

Ellen, 2002) followed by life-cycle motive and then bequest motive. 
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It can be also noticed that the mean score of life-cycle motive is not much 

higher than the mean value of bequest motive score. 

4.2.1 Demographic Factors and Motives of Savings. 

Age, gender, locality, family size and the dependency ratio are the 

demographic factors considered in the present study. The table 4.2 shows the 

mean values of all three motives considered simultaneously with respect to the 

demographic factors.  

It can be seen in the table 4.2 that the Precautionary saving motive is 

considered as the most important motive across all the demographic factors 

considered in this study. We can also see that except for bequest motive, 

women tend to consider saving motives to be slightly important than do men. 

In particular, the precautionary saving motive is considered more important 

among women. This is consistent with the earlier findings (Nyhus Ellen 

2002).  

It can also be noticed that rural people tend to consider all three saving 

motives to be slightly more important than urban people do. 

The saving motives also vary with age. Although precautionary motive is 

considered the most important at every age considered in this study, we can 

notice that the importance of life-cycle motive is higher at the younger age 

and it goes on declining as age increases. Bequest motive also show a lower 

preference by the respondents at the higher age. Once again precautionary 

motive becomes important compared to other two motives and its importance 

goes on increasing as the family size goes on increasing. 
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Table 4.2 Mean scores for importance of saving motives across 

demographic factors 

 

Demographic 

factors   

Life-cycle 

motive 

Precautionary 

motive 

Bequest 

motive. 

  N Mean Mean Mean 

      

Gender 

Male 184 2.83 3.64 2.62 

female 116 2.86 3.73 2.62 

 Total 300 2.84 3.68 2.62 

      

 Urban 160 2.81 3.66 2.56 

Locality Rural 140 2.89 3.68 2.67 

 Total 300 2.85 3.67 2.62 

      

 21 to 40 141 3.00 3.68 2.82 

Age 41 to 60 129 2.70 3.67 2.43 

 Above 61 30 2.60 3.63 2.46 

 Total 300 2.77 3.66 2.57 

      

 < 5 200 2.80 3.65 2.53 

Family size 5 to 6 82 2.94 3.70 2.77 

 Above 6 18 2.95 3.80 2.85 

 Total 300 2.90 3.72 2.72 

      

 00 36 2.91 3.85 2.57 

 1 to 100 146 2.78 3.57 2.58 

 101 to 200 69 2.84 3.71 2.57 

Dependency 

ratio 201 to 300 33 2.94 3.78 2.58 

 301 to 400 13 2.82 3.57 2.61 

 401 to 500 2 2.50 2.95 2.41 

 501 to 600 1 2.88 3.70 2.33 

 Total 300 2.78 3.50 2.62 

 

Life-cycle motive is the second preference of the respondents which also 

shows increasing mean values as the size of the family increases. Similar 

movements can be noticed even in case of mean scores of bequest motive.  
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Based on dependency ratio too the data shows a definite tilt of respondents 

towards precautionary motive but no definite movement of mean values of 

life-cycle motive and bequest motive can be noticed. 

4.2.2 Social factors and various saving motives. 

Education level and profession are the two social factors considered in this 

study. 

Table 4.3 show the mean values of three motives considered in the study with 

respect to social factors. 

Table 4.3 Mean scores for importance of saving motives across social 

factors 

Social 

Factors   

Life-cycle 

motive 

Precautionary 

motive 

Bequest 

motive. 

  N Mean Mean Mean 

      

 I to VII 14 2.76 3.74 2.45 

Education VIII to X 43 2.86 3.52 2.74 

 XI to XII 42 2.92 3.84 3.05 

 Graduation 148 2.82 3.69 2.49 

 

Post 

graduation 53 2.87 3.60 2.57 

 Total 300 2.85 3.67 2.66 

      

 Professionals 76 2.88 3.60 2.55 

Profession 

Non- 

professionals 224 2.83 3.70 2.64 

 Total 300 2.85 3.65 2.60 

 

It can be noticed from the table 4.3 that precautionary motive is an important 

motive at all education levels considered in this study followed by life-cycle 

and bequest motive. But no definite movement of mean values in any 

direction can be noticed in any of the three saving motives. 
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Precautionary motive is favoured by both professionals and non professionals 

over life-cycle motive followed by bequest motive. It can be seen that 

professionals show a slightly more preference to life-cycle as compared to non 

professionals and in case of bequest motive it is opposite. 

4.2.3 Economic factors and various household saving motives. 

Income level of the individuals, Employment status and wealth are the three 

economic factors considered in this study. 

Some variations are noticed in preference of saving motives based on income 

levels of the respondents. Precautionary motive is the most preferred motive at 

all the income levels considered in this study. It can be seen in the table 4.4 

that as the income level went on increasing, first the mean values of life-cycle 

motive increased and then as income level further increased it declined. So it 

shows that lower income earning respondents prefer saving for life cycle over 

higher income earning respondents. 

Precautionary motive also shows a variation with respect to income level. It is 

low for low income groups, highest for the middle income group (Rs 25,000- 

50,000) and then once again less for the higher income groups. 

Bequest motive show more or less stable mean values except in case of lower 

middle income group (Rs 10,000 to 25,000) where it is highest. 

Precautionary motive is considered more important given various employment 

condition considered in this study but it can be noticed that retired respondents 

consider it as most important as compared to self employed, government 

employees, semi government and private company employee respondents. 
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Table 4.4 Mean scores for importance of saving motives across economic 

factors 

 

Economic 

Factors  
  

Life-cycle 

motive  
Precautionary 

motive  
Bequest 

motive 

  
N  Mean  Mean  Mean  

      
 

Below 10,000  59  2.78  3.52  2.54  

 
10,000 to 25,000  71  2.90  3.79  2.79  

Income  25,000 to 50,000  75  2.90  3.82  2.65  

 
50,000 to 75,000  32  2.75  3.57  2.44  

 
Above 75,000  63  2.82  3.56  2.54  

 
Total  300  2.83  3.65  2.59  

      
 

Private  147  2.86  3.69  2.56  

 
Government  33  2.89  3.68  2.65  

Employment  Semi- government  40  2.74  3.64  2.41  

 
self- employed  67  2.87  3.60  2.82  

 
Retired  13  2.67  3.84  2.48  

 
Total  300  2.80  3.69  2.58  

      
 

Less wealthy (2)  8 3.05  3.92  2.72  
Wealth 1  Wealthy (3)  55 2.87  3.71  2.59  

 
More wealthy (4)  90 2.85  3.64  2.74  

 
Most wealthy (5)  147 2.82  3.65  2.54  

 
Total  300 2.90  3.73  2.65  

      
 

Less wealthy (2- 5)  248 2.91  3.77  2.58  
Wealth 2  Wealthy (6- 10)  48 2.93  3.52  2.67  

 

More wealthy  

(11- 15)  4 2.62  3.32  2.58  

 
Total  300 2.82  3.54  2.61  

       

 

Private company employed respondents, government employees and self 

employment respondents show more preference to life-cycle motive as 

compared to semi government and retired respondents. Self employed 
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respondents show high preference to bequest motive followed by government 

employees as compared to private, semi-government and retired respondents. 

In the current study a wealth index was calculated as explained in the research 

methodology chapter. Two components of wealth were extracted by using 

principle component analysis and these two components were used for 

analysis. The first component includes the type of house the respondents stay 

in and the number and type of vehicle they own. This wealth can be called as 

‘Economic Status wealth’ since these two things depict the economic status of 

the people and is called ‘Wealth 1’ in the study and second component takes 

in to consideration agricultural land ownership, Plot/s owned besides their 

residence and its location. This component is considered as ‘Asset wealth’ 

since this type of wealth is an asset and is referred to as ‘Wealth 2’ in the 

study. Table 4.4 shows that the mean score for precautionary motive is higher 

as compared to life-cycle and bequest motive in case of both the components 

of wealth, followed by preference shown to life-cycle motive and last bequest 

motive at all levels of wealth. 

 

4.3 Demographic factors and Life-cycle Motive. 

 

According to J. Maynard Keynes (1936) Life-cycle saving motive is that 

where individuals save to provide for an anticipated future relationship 

between the income and needs of the individuals. Various researchers have 

identified many more saving motives which become part and parcel of the 
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life-cycle of the individual and hence can be considered as sub motives of life 

cycle motives.  

The present study considered twelve such sub motives for better 

understanding of the Life-cycle motive. 

Improvement motive: Every individual likes to maintain a particular life style 

or a standard. Many a times such life standard depends upon various factors 

such as income and wealth which he/ she possesses, education and profession 

chosen, financial responsibility of near one’s, company he/ she keeps, 

awareness of products availability through mass media, locality in which he/ 

she stays, awareness of investment opportunities, etc. With so many factors 

affecting their decisions people have tendency to balance all these things and 

decide a standard for them from which they don’t like to deviate or 

compromise. At the same time its human nature to have thirst for better life. 

Saving done to maintain and safeguard a particular standard of living and then 

to adjust to the changing time and improve with it is considered as saving for 

improvement motive. 

Independence motive: Keynes defined independence motive as ‘the saving 

done to enjoy a sense of independence and the power to do things through 

without a clear idea or definite intention of specific action.’ This is more 

psychological than concrete where people want to enjoy the feeling of self 

dependence. People dislike asking permission or for financial help in order to 

fulfill their small desires and power to do things hence they save with the 



                                                                   92 

 

intension of having some liquid cash in hand which can give them freedom to 

spend it the way they want. 

Housing motive: This is defined as the saving done by an individual for 

purchase or construction of house. Actually it is the saving made in order to 

repay the loan taken for the housing purpose. It is noticed that young 

individuals and small family show a preference of saving for this motive. 

Breaking of joint family system in India and migration with in the country on 

account of job opportunities and liberal housing loan facilities offered by 

various financial institution has created need for such a saving in India. 

Leisure motive: leisure plays an important role in lifestyle of the people today. 

Saving for leisure motive includes money saved for entertainment in the form 

of an outing, movies, picnic, trips abroad, sometimes even pilgrimage. It may 

also include saving for celebrations, get together, parties etc.  

Retirement motive: Retirement motive is considered as one of the important 

motives of saving. Under this motive individual saves in order to financially 

safeguard his/ her retirement where there is no income coming in. People like 

to save to be independent and enjoy freedom of spending as per their wish and 

be comfortable in their old age. 

Consumer durables motive: This motive is considered to be strong in young 

and middle aged individuals who are in to building up their families and 

settling down. People wish and plan to buy certain consumer durables for 

which they need to accumulate certain amount of money. These consumer 
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durables may be necessities, comforts or luxuries. For example cars, 

computers, jewellery, furniture etc.  

Saving made by the people for such purchases is considered as saving for 

consumer durables motive. 

Children education motive: Education plays a prime role in modern world 

today. Education decides the future of an individual and much of its 

importance is recognized by people today. Education especially higher 

education has become an costly affair and hence saving and making provision 

for educating the children is considered as one of the prime responsibility by 

parents. Education has crossed the national boundaries and sponsoring ones 

child abroad requires a lot of planning in the form of financial management of 

the funds. Even if education loans are relied upon, it compels people to make 

arrangements to repay that loan from time to time. Saving done for this 

purpose and also to provide basic education at various levels is considered as 

saving for children education motive. 

Business motive: Saving made to start up one’s own business or to expand the 

existing one is considered as saving for business motive. Self employment is 

considered to be one of the answers to the unemployment problem. Various 

schemes available to start up the business also require some capital from one 

side and arrangement to pay the monthly installment of the loan. Such 

arrangement of money through saving is considered under this motive. 

Marriage motive: Marriage being one of the important social institutions is 

celebrated with rituals and gaiety. Lot of expenditure is incurred on rituals, 
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customs jewellery and making other arrangements for the wedding. Saving for 

ones marriage or dependents or children’s marriage comes under this marriage 

motive. 

Down payment motive: This is done in order to accumulate deposits to buy 

any good for example a plot, machinery, investment in other type of property 

like flats, farms etc. 

Avarice motive: Keynes defines this motive as the saving to satisfy pure 

miserliness i.e. unreasonable but insistent inhibitions against acts of 

expenditure as such. Many people consider saving as a virtue and they do not 

like to spend on things they consider unnecessary and hence inevitably end up 

saving that unspent money. 

Tax motive: This includes saving done to accumulate money to make tax 

payment and also arrange money to invest in order to get tax benefits.  

 

4.3.1 Testing of Hypotheses. 

An attempt is made to test the hypotheses relating to various demographic, 

social and economic factors and life-cycle motive. For the hypotheses testing 

the life-cycle motive is taken as a whole combining all its sub- motives.   

i. Age and Life-cycle Motive.  

Age is the first demographic factor considered in the study. 

One of the major contribution done to the literature on individual saving 

behaviour is by Ando, Modigliani and Brumberg (1955,1963) through Life- 

cycle hypothesis which proposes that the aggregate personal saving rate is a 

function of the demographic composition of the population as, at the 
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individual level, there is a “hump shaped” saving pattern (Wilcox, 1991). 

Subsequent extensions of the basic life-cycle model of saving have 

incorporated the idea that individuals also save for the motives of Bequest and 

for unexpected expenses (Blanchard and Fischer, 1989 and Hadjimichael, et 

.al. 1995) 

The model also says that saving motives vary greatly by age and that they 

save at each life stage for motives that are appropriate for that life stage. 

 For example in Japan (Horioka and Watanabe, 1997) it was found that saving 

for leisure motive and for housing motive is done primarily in 20’s, 30’s, and 

also 40’s and 50’s respectively, that for education motive in 30’s and 40’s, 

that for marriage motive in the late 40’s and 50’s (Life cycle motives) and that 

for retirement motive after age 50. 

They also found that the saving motives of Japanese household vary greatly 

by age and that they save at each life stage for motives that are appropriate for 

that life stage. 

The study considers the following hypotheses to be tested.  

Ho: There is no correlation between age and life cycle motive. 

Ha: There is negative correlation between age and life cycle motive. 

Table 4.5 Age and Life-cycle Motive                                

Age and Life-cycle 

Motive 

 

N=300 

 

Pearson Correlation Coefficient -0.252*** 

sig.(1-tailed), P (0.000) 

*** Correlation is significant at 0.01 (1-tailed). 

 

The findings of this study are in line with the findings mentioned earlier. 
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The present sample shows a negative correlation between the age and life-

cycle motive as shown in the earlier studies. It means as the age increases the 

importance of saving for life cycle motive decreases. The correlation is 

significant at 0.01 as can be seen in the table 4.5. Hence null hypothesis is 

rejected and alternate hypothesis is accepted. Life-cycle motive include saving 

for purchase of consumer durable, education, leisure, marriage, business, tax, 

housing etc. Saving for these purposes may be important in early stages of 

life-cycle but as the age proceeds saving for precautionary motive and bequest 

may become predominant, since the other needs of life cycle motives are more 

or less fulfilled. 

ii. Gender and Life-cycle Motive. 

Males and females may have different saving patterns as they may differ on 

their saving motives. 

Following hypotheses are considered in the present study for testing.  

Ho: There is no difference between male and female in life cycle motive. 

Ha: There is a difference between male and female in life cycle motive.   

Table 4.6 Gender and Life-cycle Motive 

Gender and Life-cycle Motive 

  t test for equality means 

   

 t df sig (2-tailed), P 

 -0.392 298 0.695 

 

In developing countries like India, major financial decisions are taken usually 

by head of the family who happens to be a male. In case of female head of the 

family such decisions are taken after discussing with the male members of the 
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family. Hence there is every possibility that financial decisions of female 

respondents are influenced by males. In the current study it was found that out 

of 300 households, 259(86.3%) households have males as heads of their 

families and 41(13.7) households have female head of the family. Moreover 

question regarding saving decision revealed that, out of 300 households, in 

128(i.e.42.7%) households saving decisions are made by head of the family, 

in 74(i.e.24.7%) households they are taken by whole family together, in 88 

households i.e.29.3% the saving decisions are taken by individual earner and 

in 10 households i.e. 3.3% it is taken sometimes individually or sometimes 

after discussions with family members or others. The t-test shows in the table 

4.6 that there is no significant difference between males and females in life-

cycle motive scores of savings hence null hypothesis is accepted. Moreover as 

said earlier life-cycle motive consists of bundle of sub motives taken together, 

so males may prefer it for reasons like investment to earn profit, purchase of 

consumer item like car, set up or expand existing business, purchase of house, 

leisure where as females may have daily household expenses, purchase of 

consumer items like furniture, jewellery, children education, and also for a 

sense of independence and freedom.   

 iii. Locality and Life-cycle Motive.  

 Locality may play an important role in saving decisions since socio economic 

environment in rural and urban areas differ which may affect the mindset of 

the people towards saving motives. People residing in urban area have various 

opportunities of taking up jobs, they have a wider choice based on security 
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that a particular job offers, various saving and investment options available, 

availability of information of market trends, social security programs, 

educational facilities etc which rural areas may not have. Choice of saving 

motives and saving behaviour depends on these factors too. Since in urban 

areas households are more prone to demonstration effect due to onslaught of 

mass media may like to spend more on consumer durables like cars, branded 

jewellery, foreign leisure trips, higher education etc. Again the avenues for 

investments are more in urban areas. This may lead to preference shown by 

urban households towards saving for life-cycle motive. Where as in rural area 

usually there are large families so basically the quantum of savings may be 

less. At the same time since average income in rural areas may be lesser than 

urban hence there is a possibility that rural people may prefer to save for 

precautionary motive more than life-cycle motive.  

The present study tries to throw more light on this aspect by testing the 

following hypotheses. 

Ho: Life-cycle motive do not differ significantly between people residing in 

rural and urban areas. 

Ha: Life-cycle motive differ significantly between people residing in rural and 

urban areas 
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Table 4.7 Locality and Life-cycle Motive 

 
  t test for equality means 

   

Locality and Life-cycle Motive t df sig (2-tailed), P 

 -1.069 298 0.286 

 

In the table 4.7 we can see that t–test shows no significant difference between 

urban and rural household with regards to life-cycle motive. Hence the Null 

hypothesis is not rejected. The reason behind it may be that life-cycle motive 

includes many other sub motives which may become important even for rural 

households like for example saving for daughters marriage, extension or 

purchase of house or property, for pilgrimage, etc and more over it is found 

that there is no much difference in socio economic climate in urban and rural 

areas of Goa. Many people live in rural areas and work in urban towns of Goa. 

So savings for improvement motive, business motive and tax motive may be 

preferred by all irrespective of which area individual stays. 

iv. Family size and Life-cycle Motive.  

Family size is one of the important variables that influence household saving. 

It refers to total number of people residing under one roof and eating from the 

same kitchen that becomes a household in the present study. It is an 

established fact that, the larger the family size, the larger the expenses for 

necessities such as food, clothing, transport, etc. Hence usually there exists a 

negative relationship between family size and discretionary saving and 

financial wealth.  
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But saving for such expenses on necessities, along with expenditure on 

education, leisure, consumer durables, entertainment etc become an important 

part of life cycle motive. So if the family size is big, more will be the need to 

save for life cycle motive.   

To test the association between family size and life cycle motive in totality 

following hypotheses are considered in the study. 

Ho: There is a no relationship between family size and life-cycle motive. 

Ha: There is a significant positive relationship between family size and life-

cycle motive. 

The table 4.8 shows significant positive correlation between family size and 

the life-cycle motive. That means as the family size increases saving for life 

cycle motive also increases. The correlation is significant at 0.05. Hence the 

null hypothesis is rejected. 

Table 4.8 Family Size and Life-cycle Motive                   

Family Size and Life-cycle 

Motive 

 

N=300 

 

Pearson Correlation Coefficient 0.101* 

sig.(1-tailed), P (0.040) 

* Correlation is significant at the 0.05 level (1-tailed) 

This may be because Goa enjoys a comparatively higher standard of living 

with respect to many other states of our country, due to this the consumption 

expenditure of the Goan families especially on consumer durables tend to be 

high. More over most of these big families in the sample are business families 

where saving for most of the above motives is part and parcel of their life 

without even noticing or registering it.  
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v. Dependency ratio and Life-cycle Motive. 

 Dependency Ratio of a country is the ratio of an age-population of those 

typically not in the labour force (The dependent part) to those typically in the 

labour force (The productive part). The dependent part usually includes those 

under the age of 15 and over the age of 64, the productive part is the 

population between ages of 15 to 64. It is normally expressed as a percentage. 

The dependency ratio can be also expressed as to how many independent 

workers have to provide for one dependent person (Pension and children’s 

allowance). In the present study the household dependency ratio is calculated 

as the ratio of non earners to the earners in the family. Earlier empirical 

studies show that dependency ratio is an important determinant of saving. 

Both old and young dependency in population has negative impact on saving 

rate (Athukorala and Pang-Long-Tsai, 2003). To study the association 

between the dependency ratio and aggregate life-cycle motive, the following 

hypothesis is being considered. 

Ho: There exists no correlation between dependency ratio and life-cycle 

motive. 

Ha: There exists a significant positive correlation between dependency ratio 

and life-cycle motive.  

As shown in table 4.9 the present study shows no significant correlation 

between dependency ratio and life-cycle motive. Hence null hypothesis is not 

rejected. 
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 Table 4.9 Dependency Ratio and Life-cycle Motive                       

Dependency Ratio and Life-cycle 

Motive 

 

N=300 

 

Pearson Correlation Coefficient 0.005 

sig.(2-tailed), P (0.930) 

 

It is well known that higher dependency ratio at household level will reduce 

the quantum of saving for them. There would be much expenditure on daily 

needs since dependents needs have to be satisfied. At the same time when 

dependency ratio is high the head of the family or the decision maker for the 

family may need to prioritize the needs of the family and hence he may prefer 

to save for one or two reasons which may become the components of life-

cycle motive, along with this even saving for precautionary motive may 

become important taking in to consideration the needs of the family with 

higher dependency ratio. 

4.3.2 Chi square Analysis of Demographic Factors and Life-cycle 

Sub Motives. 

As mentioned earlier life-cycle motive consists of various sub motives. An 

attempt is made in this study to find out more with regard to association and 

influence of various factors on these sub motives by using chi square test and 

probit analysis.   

In order to achieve objectives, the study used the data collected in a five point 

scale with thirty three statements pertaining to above mentioned three saving 

motives. 
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 Out of thirty three statements, seventeen statements are pertaining to life-

cycle sub motives. Chi square values are calculated taking in to consideration 

each of these statements separately with each of the demographic, social and 

economic factor considered in the study.  

Table 4.10 shows the chi square values and P values of the statements 

pertaining to life cycle motive and various demographic factors considered in 

the study.   

The first demographic factor taken for the analysis is age and seventeen 

statements of life-cycle motive. We can see from the table 4.10 that six 

statements pertaining to motive to save for better future, that is, for 

improvement motive, saving to buy a flat/ house in future (housing motive), 

saving for leisure travelling, saving to buy a computer/ furniture/ car or other 

consumer durable items (consumer durables motive), saving to finance one’s 

children’s/ dependents education (education motive), saving to start one’s own 

business (business motive) have significant chi square values showing an 

association with age.  

Gender being the second demographic factor considered, it is found that four 

statements (statements 12, 18, 30 and 33) pertaining to motive to save for 

supplementing general old age pension and to be financially independent in 

the old age(retirement motive), education motive, saving to avoid unnecessary 

Expenditure (avarice motive), saving for investment in order to get tax rebate 

(tax motive) are found to be associated with gender since their chi square 

values are found to be statistically significant. 
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Table 4.10 Chi square values of Demographic Factors and Life-cycle Sub 

Motives. 

Statements/ Sub 

motives 

 

Age Gender Locality 

Family 

size 

Dependency 

ratio 

Statement 1 

Improvement (Better 

future). 

Chi square value 15.349** 3.843 11.343** 77.013** 70.721 

P value 0.05 0.428 0.023 0.033 0.761 

Statement  2 

Independence. 

Chi square value 10.022 7.612 8.568* 56.636 33.97** 

P value 0.263 0.107 0.073 0.451 0.026 

Statement 4 

Housing. 

Chi square value 40.192*** 4.049 2.91 47.85 82.171 

P value 0.000 0.399 0.573 0.772 0.412 

Statement 7 

Improvement (lifestyle) 

Chi square value 6.86 1.351 4.401 44.33 76.99 

P value 0.551 0.853 0.354 0.87 0.575 

Statement 10 

Leisure travelling. 

Chi square value 9.307 6.554 6.016 40.162 76.04 

P value 0.317 0.161 0.198 0.945 0.605 

Statement 12 

Retirement 

Chi square value 10.017 8.414* 2.043 41.77 29.6818* 

P value 0.264 0.078 0.728 0.921 0.075 

Statement 14 

Leisure (travelling). 

Chi square value 15.89** 6.191 6.504 73.57* 95.5 

P value 0.044 0.185 0.16 0.057 0.114 

Statement 15 

Consumer Durable. 

Chi square value 38.365*** 2.876 3.378 64.38 104.024** 

P value 0.000 0.579 0.497 0.207 0.037 

Statement 18 

Children’s/Dependent’s 

Education. 

Chi square value 30.365*** 9.929** 1.867 67.66 29.825* 

P value 0.000 0.042 0.76 0.137 0.073 

Statement 19 

Business. 

Chi square value 28.822*** 5.612 13.71*** 59.4 81.032 

P value 0.000 0.23 0.008 0.353 0.447 

Statement 21 

Children/ Dependents 

Marriage. 

Chi square value 9.904 0.75 1.777 17.203** 29.42* 

P value 0.272 0.945 0.777 0.028 0.080 

Statement 24 

To meet financial 

liabilities. 

Chi square value 4.56 7.533 2.009 72.766* 81.68 

P value 0.803 0.11 0.734 0.065 0.427 

Statement 25 

Pilgrimage travelling 

Chi square value 11.917 6.253 5.219 64.51 105.169** 

P value 0.155 0.181 0.266 0.204 0.031 

Statement 27 

Improvement through 

Investment. 

Chi square value 19.11 2.352 4.102 51.57 74.338 

P value 0.14 0.671 0.392 0.643 0.657 

Statement 30 

Avarice 

Chi square value 7.281 8.667* 3.716 66.26 71.183 

P value 0.507 0.070 0.446 0.164 0.749 

Statement 31 

Improvement (Political 

career). 

Chi square value 7.542 4.429 7.829* 49.64 58.24 

P value 0.479 0.351 0.098 0.713 0.968 

Statement 33 

Tax rebate. 

Chi square value 3.569 11.017** 5.158 78.276** 99.929* 

P value 0.894 0.026 0.271 0.026 0.065 

       

***Significant at 0.01 level.  

**Significant at 0.05 level.   

*Significant at 0.10 level.  

 



                                                                   105 

 

It can be also noticed that table 4.10 also shows the chi square values of the 

third demographic factor that is locality and statements pertaining to life cycle 

motive. It can be seen that statements pertaining to three sub motives that is 

improvement motive, independence motive and business motive are 

associated with locality. As far as family size is concerned the chi square 

values show that improvement motive, leisure motive, marriage motive 

(saving to manage one’s child’s/ children’s/ dependent’s marriage ceremony 

independently), financial liability motive(saving to have sufficient money in 

one’s bank account to manage one’s financial liability) and tax rebate motive 

are associated with size of the family.  

The table also shows that seven statements pertaining to independence motive, 

retirement motive, consumer durable motive, education motive, marriage 

motive, leisure (pilgrimage traveling) motive and tax motive are found to be 

associated with dependency ratio based on chi square values. 

 

4.3.3 Probit Analysis of Demographic Factors and Life-cycle sub 

Motives.  

 

From the table 4.11 it can be noticed that age determines savings done to buy 

a flat/ house in future (housing motive). The study also finds that age 

determines the motive to save in order to visit various places for leisure and 

pilgrimage (leisure traveling motive), so saving for leisure traveling in totality 

is influenced by age of the individuals. 
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Table 4.11 Demographic Factors and Life-cycle Sub Motives. 

***Significant at 0.01 level.    **Significant at 0.05 level.   *Significant at 0.1 level.                                               

Statements/ Sub 

motives 

 

Age Gender Locality 

Family 

size 

Dependency 

ratio 

Statement 1 

Improvement (Better 

future). 

Coefficient -.0792 .1280 .3859 .0444 .0670 

Z value -1.393 .8796 2.784*** .3677 .9257 

Statement  2 

Independence. 

Coefficient .0301 .1013 .1281 .1474 -.0607 

Z value .5801 .7679 1.028 1.356 -.9533 

Statement 4 

Housing. 

Coefficient -.3751 -.3564 .1971 .2035 -.0625 

Z value -6.591*** -2.567** 1.507 1.833* -.9311 

Statement 7 

Improvement (lifestyle) 

Coefficient .0094 .1217 .1686 .0445 .0227 

Z value .1842 .9308 1.361 .4170 .3559 

Statement 10 

Leisure travelling. 

Coefficient -.1105 -.0575 -.1666 .1782 -.2430 

Z value -1.971** -.4093 -1.237 1.550 -.3.328*** 

Statement 12 

Retirement 

Coefficient .0796 .1340 -.06818 .0967 -.0267 

Z value 1.491 .9876 -.5313 .8662 -.4064 

Statement 14 

Leisure (travelling). 

Coefficient -.1903 -.1990 -.0313 .1268 -.0816 

Z value -3.543*** -1.476 -.2453 1.151 -1.235 

Statement 15 

Consumer Durable. 

Coefficient -.3150 -.2117 .0394 -.0410 -.0720 

Z value -5.629*** -1.566 .3052 -.3681 -1.083 

Statement 18 

Children’s/Dependent’s 

Education. 

Coefficient -.1619 .1942 -.1264 .1142 .1976 

Z value -3.073*** 1.441 -.9942 1.018 3.003*** 

Statement 19 

Business. 

Coefficient -.3430 -.4130 .3536 -.0729 ..02515 

Z value -6.055*** 

-

2.960*** 2.695*** -.6453 .3784 

Statement 21 

Children/ Dependents 

Marriage. 

Coefficient -.1397 -.0901 -.0568 .1639 .1089 

Z value -2.694*** -.6878 -.4587 1.537 1.705* 

Statement 24 

 To meet financial 

liabilities. 

Coefficient -.0286 .2932 -,1448 .0308 .0709 

Z value -.5549 2.217** -1.165 .2860 .7749 

Statement 25 

Pilgrimage travelling 

Coefficient -.1551 -.0442 .2047 .0037 .0951 

Z value -2.780*** -.3150 1.554 .0331 1.422 

Statement 27 

Improvement through 

Investment. 

Coefficient -.0489 -.2438 -.1955 .1564 -.0244 

Z value -.9465 -1.848 -1.569 1.458 -.3825 

Statement 30 

 

Avarice 

Coefficient .0310 .1568 .0673 -.0768 .0636 

Z value .6086 1.198 .5462 -.7192 1.000 

Statement 31 Coefficient .2466 -.4801 .3890 -.0259 .0487 

Improvement (Political 

career). Z value -3.099*** -2.360** 2.116** -.1650 .5350 

Statement 33 

Tax rebate. 

Coefficient .0380 -.1522 -.0027 .1264 -.0153 

Z value .7368 -1.142 -.0215 1.165 -.2355 
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The table 4.11 also shows that consumer durable motive that is savings done 

to buy a computer/ furniture/ car or other consumer durable items using saved 

money is determined by age. It is found by earlier researchers that education 

motive is an important motive of household saving. The present study finds 

that age influences saving to finance one’s children’s/ dependents education. 

Business motive is also identified as an important household saving motive. It 

can be seen from the table that Age influences the saving accumulated to start 

one’s own business. It can also be said that, the motive to save in order to 

improve one’s standard of living by using it to build up political career 

(improvement motive) depends on the age of the individuals. 

The study also finds that motive to save with a purpose to finance children/ 

dependents’ marriage is also determined by age of the individuals. 

Gender is the second demographic factor considered in this study and it is 

found that it determines housing, business, financial liability and improvement 

motives. 

The study also finds that motive to save for improvement through investment 

for returns and through political career and also for business purpose is 

determined by locality in which an individual stays. 

As far as family size is concerned, it is found to influence the housing motive. 

Similarly dependency ratio is found to influence leisure traveling, education 

and marriage motives.  
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4.4 Social factors and Life-cycle Motive. 

As mentioned earlier education and profession are the two factors considered 

in this study. 

4.4.1 Testing of Hypotheses. 

 i. Education and Life-cycle Motive.   

Empirical studies conducted by researchers speak about education as one of 

the factor along with other determinants like marital status, income, value of 

Education has been found to have a positive effect on financial wealth 

(Hochguertel, Alessie & Van soest, 1997). One explanation for this might be 

that those with higher education have higher income and therefore higher 

ability to save. There can be a psychological explanation that both the 

tendency to save and tendency to get through higher education are associated 

with higher ability to delay gratification. The higher is the education level the 

higher is the financial wealth. Assuming that education is associated with an 

individuals’ ability to delay gratification, a positive relationship with 

discretionary saving is possible.  

It is also possible that educated people are expected to have better knowledge 

of investment opportunities and financial literacy although it may not be a rule 

as such. Educated people in developed countries also may face a problem of 

financial illiteracy. A study by Annamaria Lusardi (2008) shows that financial 

illiteracy is widespread among the US households and also due to lack of 

financial planning overall household savings in US is low.    



                                                                   109 

 

For testing the relation between education and over all life-cycle motive, the 

following hypotheses are considered.  

Ho: There is no relation between level of education and life-cycle motive. 

Ha: There is a relation between level of education and life-cycle motive. 

Table 4.12 Education and Life-cycle Motive 

Education and Life-cycle 

Motive 

 

N=300 

 

Pearson Correlation Coefficient 0.004 

sig.(2-tailed), P 0.945 

 

Table 4.12 reveals that there is no significant correlation between education 

and life-cycle saving motive hence the null hypothesis is not rejected. Goa is 

considered to be an educated state of India. The sample selected also consists 

of majority of the respondents who are educated (81% above 10
th

 standard) 

but it is always possible that education may indirectly affect saving by 

influencing the earning capacity of the individual but it may not be the only 

factor taken separately affecting the saving decision. The saving decision may 

depend upon combined effect of factors like education, profession, income, 

employment status together. 

 ii. Profession and Life-cycle Motive.                                                                                      

 To study the effect of profession on Life-cycle motive following hypothesis is 

considered in the study. 

Ho: There is no difference between professionals and non professionals in the 

life-cycle motive. 
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Ha: There is a difference between professionals and non professionals in the 

life-cycle motive. 

Table 4.13 Profession and Life-cycle Motive                                      

Profession and Life-cycle Motive 

  t test for equality means 

   

t df sig (2-tailed), P 

0.540 298 0.589 

    

 

Profession is another social factor which was thought to have influence over 

saving motives along with the saving quantum. Since different professions 

differ in risk factors, earning capacity, future prospects, competition level, and 

opportunities it can affect different saving motives. In the current study 

respondents are categorized in to professionals and non professionals, based 

on their educational qualifications. The table 4.13 reveals that ‘t’ value do not 

show any significant difference between professionals and non professionals 

with respect to life-cycle saving motive. Hence the null hypothesis is not 

rejected. This may be due to the fact that many people do not take up the 

professions based on their educational qualifications. It may happen that some 

of them may be qualified engineers or architects but may be actually in to the 

business run by their families or they may start up their own enterprise which 

is completely unrelated to their education qualification. Hence categories 

based on educational qualifications may not be considered as water tight 

compartments. It is also possible that this and  factors like employment status, 

income earned, wealth possessed go hand in hand and can become deciding 

factor for various saving motives. 
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4.4.2 Chi Square Analysis of Social Factors and Life-cycle Motive 

Two social factors taken in to consideration in this study are education and 

profession of the individuals. These two factors are assumed to affect the 

earning capacity of an individual and saving ultimately. Education and 

profession also can influence saving decision making behavior of the 

individuals by affecting their mindsets. Finally both this factors determine 

economic status of an individual directly or indirectly in a society which in 

turn may affect their saving decisions.  

Table 4.14 shows the chi square values of the statements pertaining to life-

cycle motive with respect to education level and profession of the respondents 

which enables us to know if there exists any association between any of the 

saving sub motives and the social factors taken in to consideration in this 

study. 

It can be seen from the table 4.14 that five statements pertaining to leisure 

traveling motive, retirement motive, marriage motive and improvement 

(investment and political career) motive are found to be associated with 

education. 

The table also shows that five statements pertaining to Improvement motive 

(better future and investment), independence motive, leisure (travel) motive 

and retirement motive are found to have significant chi square values with 

respect to profession of the respondents.    
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Table 4.14 Chi square values of Social Factors and Life-cycle Sub 

Motives. 

Statements/ Sub motives 

 

Education Profession 

    Statement 1 

Improvement (Better future). 

Chi square value 22.886 11.501** 

P value 0.117 0.021 

Statement 2 

Independence. 

Chi square value 14.37 10.867** 

P value 0.571 0.028 

Statement 4 

Housing 

Chi square value 9.199 3.33 

P value 0.905 0.504 

Statement 7 

Improvement (lifestyle) 

Chi square value 12.669 1.441 

P value 0.697 0.837 

Statement 10 

Leisure travelling. 

Chi square value 33.363*** 14.896*** 

P value 0.007 0.005 

Statement 12 

Retirement. 

Chi square value 25.538* 8.33* 

P value 0.061 0.080 

Statement 14 

Leisure (travelling). 

Chi square value 16.163 5.825 

P value 0.442 0.213 

Statement 15 

Consumer durable. 

Chi square value 20.369 5.701 

P value 0.204 0.223 

Statement 18 

Children’s/Dependent’s Education. 

Chi square value 13.293 7.033 

         P value 0.651 0.134 

Statement 19 

Business. 

Chi square value 11.9 3.721 

P value 0.75 0.445 

Statement 21 

Children’s/Dependents Marriage. 

Chi square value 24.325* 2.425 

P value 0.083 0.658 

Statement 24 

To meet financial liabilities. 

Chi square value 13.66 4.939 

P value 0.624 0.294 

Statement 25 

Pilgrimage travelling. 

Chi square value 16.509 1.788 

P value 0.418 0.775 

Statement 27 

Improvement through Investment. 

Chi square value 29.017** 14.394*** 

P value 0.024 0.006 

Statement 30 

Avarice 

Chi square value 13.705 6.134 

P value 0.621 0.189 

Statement 31 

Improvement through political career 

Chi square value 52.579*** 5.704 

P value 0.000 0.222 

Statement 33 

Tax 

Chi square value 16.349 5.688 

P value 0.429 0.224 

     ***Significant at 0.01 level, 

     **Significant at 0.05 level,  

     *Significant at 0.1 level  
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4.4.3 Probit Analysis of Social Factors and Life-cycle Sub Motives.  

The table 4.15 shows that improvement, leisure traveling, retirement, 

business, avarice and tax motives are determined by education level of 

individuals. 

Table 4.15 Social Factors and Life-cycle Sub Motives 

Statements/ Sub motives 

 

Education Profession 

Statement 1 

Improvement ( Better future). 

Coefficient -.2396 .2106 

Z value -3.432*** -1.286 

Statement 2 

Independence. 

Coefficient .0098 .0525 

Z value .1618 .3533 

Statement 4 

Housing 

Coefficient .0028 -.0039 

Z value .0459 -.0256 

Statement 7 

Improvement (lifestyle) 

Coefficient -.0472 -.1599 

Z value -.7827 -1.076 

Statement 10 

Leisure travelling. 

Coefficient .1923 -.1451 

Z value 2.805*** -.9240 

Statement 12 

Retirement. 

Coefficient .1301 .2911 

Z value 2.111** 1.899* 

Statement 14 

Leisure (travelling). 

Coefficient .0413 -.2091 

Z value .6658 -1.384 

Statement 15 

Consumer durable. 

Coefficient .0757 .0202 

Z value 1.216 .1334 

Statement 18 

Children’s/Dependent’s Education. 

Coefficient .0974 .1784 

Z value 1.589 1.178 

Statement 19 

Business. 

Coefficient -.1525 -.1634 

Z value -2.420** -1.051 

Statement 21 

Children’s/ Dependents Marriage. 

Coefficient -.0868 -.0341 

Z value -1.443 -.2298 

Statement 24 

To meet financial liabilities. 

Coefficient .0309 .1793 

Z value .5113 1.206 

Statement 25 

Pilgrimage travelling. 

Coefficient -.1117 -.0619 

Z value -1.763* -.3907 

Statement 27 

Improvement through Investment. 

Coefficient .8291 -.3219 

Z value 1.364 -2.161** 

Statement 30 

Avarice 

Coefficient -.1187 -.0595 

Z value -1.965* -.4018 

Statement 31 

Improvement through political career 

Coefficient -.2720 -.1572 

Z value -3.240*** -.6862 

Statement 33 

Tax 

Coefficient .1180 .1510 

Z value 1.920* 1.007 

 
   ***Significant at 0.01 level 

**Significant at 0.05 level 

*Significant at 0.1 leveL 
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The study also finds that retirement and improvement motive (through 

investment) is influenced by profession. 

 

  4.5 Economic factors and Life-cycle Motive. 

Three economic factors are taken in to consideration in this study viz Income, 

Employment status, and Wealth. It is an established fact that income and 

wealth determine the quantum of saving and employment status also may 

affect the saving motives. 

4.5.1 Testing of Hypotheses. 

Analysis based on economic factors like Income, employment status and 

wealth is as under.   

i. Income and Life-cycle Motive.  

Income is the most important determinants of the household saving. But the 

effect of income on saving motives is not so clear and needs more attention in 

the research.   

The hypothesis considered in the present study with respect to income and 

life-cycle motive is as under. 

Ho: There is no correlation between level of income and life-cycle motive. 

Ha: There is a significant correlation between level of income and life-cycle 

motive.  

Table 4.16 Income and Life-cycle Motive           

Income and Life-cycle Motive 

 N=300 

Pearson Correlation Coefficient -0.011 

sig.(2-tailed), P 0.848 
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Income defines the upper limit for saving. A positive relationship is usually 

expected between income and wealth and between income and saving, which 

most empirical investigations confirm (e.g. Deaton, 1992; Carroll and 

Summers, 1991). Households require a certain minimum expenditure in order 

to survive, which means that we often find low saving with low income. 

When income rises and the most important needs of the household are 

fulfilled there is room for discretionary saving. This means financial wealth, 

discretionary saving and the tendency to save are expected to increase with 

income. Although this is true, the effect of increase in the income level on 

various saving motives may not be so straight. 

The current study does not find any significant correlation between the 

income level and life-cycle saving motive hence null hypothesis is accepted. 

 The reason for this may be that people at any level of income may find some 

or the other life-cycle sub motive important. It may be possible that for 

example people at lower level of income and who are young may feel housing 

as their priority so may prefer to save for housing motive or improvement 

motive or even for down payment motive since they need to settle as yet and 

go for consumer durables in the form of necessities or comforts, at the same 

time people having higher income level and middle aged may prefer to save 

for same life-cycle motive but for different sub motive like leisure, or 

children’s education or children’s marriage or even it may be the case such as 

buying consumer durables which can be considered as comfort or luxury such 

as expensive car or jewellery etc. So in such cases although the income level 
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increases the saving for various purposes may increase hence affecting the 

total quantum of saving but the saving will be for different sub motives.  

ii. Employment and Life-cycle Motive.  

The effect of employment status on total life-cycle motive is studied through 

testing of following hypothesis. 

Ho: People having different type of employment do not differ significantly in 

life-cycle motive. 

Ha: People having different type of employment differ significantly in life-

cycle motive. 

Employment status poses different working conditions which can have its 

influence on saving motives. There is more uncertainty associated with self 

employment. Comparatively Government job is considered to be more 

secured since there is provision of pension fund and gratuity.  

Private multinational companies provide variety of services like medical 

coverage for employee’s family, provision for their children’s education, 

traveling allowance etc but along with this there may not be total job security 

for the employees. In some cases income fluctuations are inevitable where as 

in some other cases employment is seasonal. 

Table 4.17 Employment and Life-cycle Motive ( ANOVA Test). 

Employment & Life-

cycle Motive 

 

Sum of 

Squares df 

Mean 

Square F Sig, p 

Between 

Groups 392.415 5 78.483 0.708 0.618 

Within 

groups 32595.835 294 110.87   

Total 32988.25 299    
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All these factors may have influence over the saving motive. From the table 

4.17 it can be noticed that analysis of variance test shows that F value is not 

statistically significant so, the present study does not find any significant 

difference between various employment conditions and life cycle motive. The 

reason for it may be as mentioned earlier in case of income level. Different 

people may prefer to save for the life cycle motive but their sub motives may 

be different. The over-all effect of preference shown to different sub motives 

may balance if we consider the aggregate life-cycle motive. 

iii. Wealth and life-cycle Motive. 

This is the last economic factor considered in the study for analysis. Wealth 

along with the income plays an important role in saving behavior of the 

individuals. 

Following hypotheses are considered to analyze this.  

Ho: There is no significant correlation between wealth and life-cycle motive.  

Ha: There is a significant correlation between wealth and life-cycle motive.  

 Income and wealth are two economic factors considered as important 

determinants of total quantity of saving. Table 4.18 shows that there is no 

correlation between first component of wealth and life-cycle saving motive. 

Table 4.18 Wealth 1 and Life-cycle Motive    

                                 

Wealth 1 and Life cycle 

Motive 

 

N=300 

 

Pearson Correlation Coefficient -0.052 

sig.(2-tailed), P 0.370 
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As far as wealth 2 is concerned, it can be seen from the table 4.19 that there 

exists no correlation between the second component of the wealth and life-

cycle motive. Since this is happening in both the components of the wealth it 

can be concluded that there exists no correlation between wealth and saving 

for life-cycle motive. Hence the null hypothesis is accepted. 

Table 4.19 Wealth 2 and Life-cycle Motive    
                                 

Wealth 2 and Life cycle 

Motive 

 

N=300 

 

Pearson Correlation Coefficient 0.050 

sig.(2-tailed), P 0.387 

 

It is also possible that the two components of wealth considered in this study 

may not be complete index of wealth since it is based on the information 

possible to collect. The important aspects of wealth in the form of other 

investments like shares and debentures, funds, financial schemes of the 

companies, jewellery, investment in pure gold and other assets could not be 

collected on account of privacy of information. So the concept of wealth index 

in this study may not be a complete measurement. More wholesome 

information based wealth index may give different results. 

4.5.2 Chi Square Analysis of Economic Factors and Life-cycle Sub 

Motives 

 Table 4.20 shows the chi square values of these economic factors and 

seventeen statements pertaining to life-cycle motive.  

Table 4.20 shows that three statements pertaining to leisure traveling motive, 

investment for improvement motive and tax motive are found to be associated 

with the income level of the respondents.  
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Table 4.20 Chi square values of Economic Factors and Life-cycle sub 

motives.  

Statements/ Sub 

motives 

 

Income Employment Wealth 1 Wealth2 

Statement 1 

Improvement for better 

future.  

Chi square value 17.662 34.489*** 3.348 46.845 

P value 0.344 0.005 0.993 0.212 

Statement 2 

Independence. 

Chi square value 15.33 24.206* 5.856 44.878 

P value 0.501 0.085 0.921 0.275 

Statement 4 

Housing. 

Chi square value 16.331 25.489* 25.213** 37.777 

P value 0.43 0.062 0.014 0.571 

Statement 7 

Improvement (lifestyle) 

Chi square value 18.866 17.139 16.101 35.781 

P value 0.276 0.377 0.187 0.661 

Statement 10 

Leisure traveling. 

Chi square value 30.905** 32.404*** 17.47 21.486 

P value 0.014 0.009 0.133 0.993 

Statement 12 

Retirement. 

Chi square value 20.554 15.109 8.358 42.186 

P value 0.194 0.517 0.757 0.377 

Statement 14 

Leisure (travelling). 

Chi square value 14.779 15.943 9.117 41.327 

P value 0.541 0.457 0.693 0.412 

Statement 15 

Consumer durable. 

Chi square value 13.127 24.988* 29.427*** 21.046 

P value 0.663 0.070 0.003 0.994 

Statement 18 

Children’s/Dependent’s 

Education. 

Chi square value 16.79 28.853** 11.74 40.477 

P value 0.399 0.025 0.467 0.449 

Statement 19 

Business. 

Chi square value 22.96 24.735* 14.608 49.888 

P value 0.115 0.075 0.264 0.136 

Statement 21 

Children’s/Dependent’s 

marriage. 

Chi square value 13.905 18.024 8.489 28.713 

P value 0.606 0.322 0.746 0.908 

Statement 24 

Financial liability. 

Chi square value 22.031 17.935 18.405 34.217 

P value 0.142 0.328 0.104 0.727 

Statement 25 

Pilgrimage travelling. 

Chi square value 16.9 9.394 10.12 39.965 

P value 0.392 0.896 0.605 0.472 

Statement 27 

Investment for 

Improvement. 

Chi square value 46.573*** 19.376 19.613* 31.691 

P value 0.000 0.25 0.075 0.823 

Statement 30 

Avarice. 

Chi square value 11.355 12.623 22.219** 26.181 

P value 0.787 0.7 0.035 0.955 

Statement 31 

Improvement(Political 

career) 

Chi square value 16.903 16.245 19.032* 69.373*** 

P value 0.392 0.436 0.088 0.003 

Statement 33 

Tax rebate. 

Chi square value 26.016* 9.764 22.179** 37.501 

P value 0.054 0.879 0.036 0.583 

      

*** Significant at 0.01 level. 

** Significant at 0.05 level. 

* Significant at 0.1 level. 
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The chi square values with regard to employment status reveal that there 

exists a relation between employment status and life cycle sub motives like 

improvement motive, independence motive, housing motive, leisure traveling 

motive, consumer durable motive, education motive and business motive. It 

can be noticed from the table that chi square values of wealth 1 and six 

statements pertaining to life cycle motive are found to be statistically 

significant. It means savings to buy flat/ house in future, savings to buy 

furniture/ car/ computer or other consumer durable items, saving to invest in 

order to earn additional income by way of interest and/ or dividend, saving to 

avoid unnecessary expenditure, saving to build up political career and saving 

to invest and get tax rebate are associated with wealth1. From the table 4.20 it 

can be noticed from the table that the chi square value of one statement 

pertaining to saving to build up political career and wealth 2 is statistically 

significant showing an association between this sub motive and wealth 2.  

 

4.5.3 Probit Analysis of Economic Factors and Life-cycle Sub 

Motives. 

From the table 4.21 it can be noticed that the income level of the individuals 

mainly influence improvement, business and children’s/Dependent’s marriage 

motive. Whereas employment status of the individuals determine saving for 

improvement, consumer durable, children’s/dependent’s marriage and 

investment for improvement motives.   
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4.21 Economic Factors and Life-cycle Motive (Probit Analysis) 
Statements /  

Sub motives 

 

Income Employment Wealth 1 Wealth2 

Statement 1 

Improvement (Better 

future). 

Coefficient -.1079 -.1242 .0594 .0056 

Z value -1.890* -2.477** .6479 .1826 

Statement 2 

Independence. 

Coefficient .0744 .0723 -.0745 .0073 

Z value 1.436 1.560 -.8908 .2549 

Statement 4 

Housing. 

Coefficient .0793 -.0655 -.3529 -.0088 

Z value 1.479 -1.364 -4.033*** -.2968 

Statement 7 

Improvement (lifestyle) 

Coefficient .0251 -.0194 -.1692 .0042 

Z value .4895 -.4249 -2.038** .1493 

Statement 10 

Leisure traveling. 

Coefficient .0662 -.0096 .1021 .0337 

Z value 1.191 -.1939 1.126 1.117 

Statement 12 

Retirement. 

Coefficient -.0265 .0030 .0756 .0138 

Z value -.4973 .0634 .8858 .4732 

Statement 14 

Leisure (travelling). 

Coefficient .0807 -.0065 -.0915 -.0042 

Z value 1.524 -.1397 -1.085 -.1478 

Statement 15 

Consumer durable. 

Coefficient -.0293 -.1372 -.0703 .0056 

Z value -.5508 -2.840*** -.8277 .1869 

Statement 18 

Children’s/Dependent’s 

Education. 

Coefficient .0436 -.0039 .0141 .0194 

Z value .8308 -.0847 .1694 .6589 

Statement 19 

Business. 

Coefficient -.1744 -.0743 -.0014 .0744 

Z value -3.187*** -1.527 -.0173 2.493** 

Statement 21 

Children’s/Dependent’s 

marriage. 

Coefficient -.1115 -.1288 .1484 .0500 

Z value -2.156** -2.782*** 1.784* 1.745* 

Statement 24 

Financial liability. 

Coefficient .0283 .0427 -.0738 .0108 

Z value .5492 .9275 -.8805 .3779 

Statement 25 

Pilgrimage travelling. 

Coefficient -.0734 .0530 -.0527 .0399 

Z value -1.334 1.093 -.6101 1.327 

Statement 27 

Investment for 

Improvement. 

Coefficient .1159 .1000 .0452 .0149 

Z value 2.242** 2.173** .5452 -.5272 

Statement 30 Coefficient -.0534 .0217 -.0324 .0064 

Avarice. 

Statement 31 

Z value -1.043 .4795 -.3941 .2273 

Coefficient -.1332 -.0680 -.1582 .0038 

Improvement(Political 

career) Z value -1.759* -.9833 -1.389 .0828 

Statement 33 

Tax rebate. 

Coefficient .0718 .0036 .0204 .0183 

Z value 1.387 -.0785 .2465 .6406 

 

     *** Significant at 0.01 level, ** Significant at 0.05 level, * Significant at 0.1 level. 
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The study finds that the first component of wealth influences the housing 

motive, improvement (lifestyle) and children’s/dependent’s marriage motive 

and the second component of wealth influences Children’s/dependent’s 

marriage and business motive.  

 

4.6 Summary 

From the analysis in this chapter it can be summarised that age and family size 

are the two main factors related to life-cycle motive. Other factors although do 

not show direct influence on the life-cycle motive, it can be noticed that they 

are associated and determine the various sub motives of life-cycle motive.   

It can be concluded that mainly age of the individual influences improvement, 

housing, leisure travelling, consumer durable, children/dependents education 

and business motives. 

Locality too determines improvement and business motives. Dependency ratio 

is identified as the third important demographic factor influencing mainly 

children/ dependent’s education and marriage motives. 

Education as one of the social factor is found to have influence mainly over 

retirement and leisure travelling motive and profession on improvement 

motive. 

As far as economic factors are concerned it can be said that employment 

status of the individual mainly determines improvement and consumer durable 

motive and income level has an impact on improvement motive.     
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CHAPTER V 
 

 

FACTORS INFLUENCING PRECAUTIONARY   MOTIVE OF 

HOUSEHOLD SAVING 

                                              

5.1 Introduction 

This chapter deals with precautionary motive of household saving. The 

chapter starts with brief review of contributions of earlier researchers to 

literature on this motive and later it deals with analysis of the Precautionary 

motive with respect to its components. 

Further the importance of this saving motive has been shown according to 

various factors considered; namely demographic factors, social and economic 

factors. Later precautionary motive is dealt separately in detail based on the 

objectives.  

Economists have realized significance of saving for precautionary motive long 

ago. Historically, the precautionary motive for saving has been recognized by 

economists since the time of John Maynard Keynes. Moreover, Alfred 

Marshall stressed the importance of saving to secure against future risks. 

Defining this concept, individuals save out of their current income to smooth 

the expected consumption stream over time, the impact of the saving for 

precautionary motive is realized through its impact on current consumption, as 

individual differ their current consumption to be able to maintain the utility 

level of consumption in the future if income drops. Some examples of events 

that create the need for precautionary saving include health risk, business risk, 
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unavoidable expenditures and risk of labour income change, saving as a 

contingency fund for retirement etc. 

Existence of saving for precautionary motive was realized by Friedman 

(1957).and later by Ando and Modigliani (1963) and Bewely (1977) in their 

seminal work on permanent income hypothesis. 

Weil (1993) proposed a simplistic multi-period model to analyze determinants 

of precautionary saving. Analytical findings confirmed the presence of a 

precautionary saving motive, which is positively correlated with income risk. 

More extensive research has been conducted in this area and concrete 

evidence confirmed the presence of precautionary motive for saving building 

with in the permanent income hypothesis framework. 

Dardanoni (1991) proposed that high percentages of precautionary saving 

would simply be implausible, as most savings should come from the top 

percentiles of the income distribution, i.e. individuals who are not very likely 

to engage in precautionary saving. Barlow, Brazer and Morgan (1996) studied 

motives across different income categories and found that precautionary 

motive to be stable across income groups. 

The subjective data suggest that saving models not allowing for the 

precautionary saving motive are misspecified and several different ways of 

incorporating this motive in the life-cycle hypothesis framework have been 

proposed. Due to the lack of subjective data on saving motives, it is often 

assumed that the strength of the precautionary saving motive is higher the 

higher the income variability (Carroll, 1997; Lusardi, 1993) or expenditure 
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variability (Dynan, 1993) of the household, with the former being the most 

common assumption. 

 The empirical literature shows mixed evidence on the significance of the 

precautionary motive for saving. Numerical simulations suggested the 

possibility of precautionary saving ranging from 20% to 60 % of all savings. 

The estimates of the importance of precautionary motive show large 

variations, which most likely stem from different ways of measuring 

uncertainty or parameters chosen for the estimation. Carroll and Samwick 

(1995) reported that between 39%  to 46% of the wealth in their sample (The 

Panel Study of Income Dynamics) is attributable to income uncertainty. They 

also find that the fraction of wealth attributable to income uncertainty is 

higher among low income households. Dardanoni (1991) used consumption 

and income data from Britain and estimated that more than 60% of saving is a 

precaution against future income risk. Guiso, Jappelli and Terlizzese (1992), 

on the other hand, stated that precautionary saving in Italy accounts for only 

two percent of the household’s net worth. Lusardi (1993) re-analyzed the 

Italian data and estimated the precautionary accumulation in Italy to be about 

13%. She used occupation as a proxy for income risk. In general, she found 

that subjective earnings variance was small because of measurement error and 

employer insurance. Dynan (1993) found very little support for the 

precautionary motive using expenditure variability as a measure of 

uncertainty.  
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The buffer–stock model of saving is one example of how a precautionary 

saving motive can be incorporated in the life-cycle hypothesis framework. 

Carroll (1997) and Carroll and Samwick (1997) found empirical support for 

the buffer- stock model. Research by Gourinchas and Parker (1999) supported 

the finding that it is young people who engage in buffer-stock saving, while 

older people (older than 42 years) accumulate liquid assets for retirement in 

line with the standard Life-cycle hypothesis. They interpreted the findings as 

being a result of the life-cycle profile of expected income, which causes 

saving motives to change over the life-cycle. Samwick (1998) reported 

findings suggesting that households save only to maintain a buffer stock until 

retirement is only a few years away. Arthur B. Kennickell and Annamaria 

Lusardi (2004) find that a precautionary saving motive exists and affects 

virtually every type of household. Even though this motive does not give rise 

to large amounts of wealth for young and middle age households, it is 

particularly important for two groups: older households and business owners.  

 

5.2 Analysis of the ‘Precautionary motive’ with respect to its 

components. 

In the current study the following aspects of precautionary motive are taken in 

to consideration.  

Every individual faces uncertainty in various forms throughout his/her life- 

cycle. By nature human beings like to foresee future and plan accordingly. 

Uncertainty faced in life can be of various types; viz, uncertain income and 
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expenditure in future, risk of sickness or accident, life longevity, etc. Saving 

done by the individuals keeping in mind this uncertainty factor is called 

Precautionary saving or saving done under precautionary motive. 

Sickness and Accident: There are some certainties in life like for example 

every person who is born will die one day but the time of death is uncertain. 

Similarly it is almost certain that sickness is inevitable but the time of sickness 

is unknown. So in order to secure oneself to face such uncertainties individual 

makes arrangement through saving by preparing a sort of invisible 

contingency fund. Similarly there are some unforeseen circumstances like 

accident of oneself or family member. The saving done keeping in mind this is 

one important aspect of precautionary motive. 

Saving for Old age: During the working age of an individual, there is 

continuous supply of money through income earned but after retirement this 

supply decreases or comes to an end. Hence the provision is made in order to 

take care of oneself in case of sickness, regular checkups, etc, in old age in the 

form of saving through out the working period. Such a saving is also an 

important aspect of precautionary motive. 

Uncertain income: This type of uncertainty is mainly faced by the individuals, 

who do not have regular income, for example seasonally employed people and 

entrepreneurs or business people. At the same time job certainty is not 

available in all the professions. So saving done in order to safeguard oneself 

from these ups and downs of income earning capacity is the third aspect of 

precautionary motive.  
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Uncertain expenditure: With ever increasing prices of goods and services it is 

difficult to foresee the exact increase in future expenditure. Every individual 

likes to maintain a particular lifestyle so it is felt that there is a need to make 

provision for ever increasing future expenditure. The saving done for this 

purpose is the fourth aspect of the precautionary motive.   

Since the main objective of this study is to find out the determinants of saving 

motives, just like life-cycle motive, precautionary motive in this study is also 

analyzed taking in to consideration the earlier mentioned demographic, social 

and economic factors.    

Following are the mean scores of the four components of Precautionary 

motive considered in the study. 

Table 5.1 Components of Precautionary Motive 
      

N=300 

Sickness & 

Accident Old age 

Uncertain 

income 

Uncertain future 

expenditure 

     

Mean 4.42 3.95 3.45 3.57 

     

 

As mentioned earlier, in the present study, precautionary motive is identified 

as the most important motive by the respondents. A closer look at 

precautionary motive in the table 5.1 shows that saving for sickness and 

accident (4.4) is the most preferred component of precautionary motive 

followed by old age (3.95), uncertain future expenditure (3.57) and uncertain 

income (3.45). 



                                                                        129 

 

5.3  Demographic factors and Precautionary Motive. 

As mentioned earlier demographic factors in this study includes age, gender, 

locality, family size and dependency ratio. 

5.3.1 Testing of Hypotheses. 

An attempt is made to test the hypotheses relating to various demographic 

factors and precautionary motive. For the hypotheses testing the precautionary 

motive is taken as a whole combining all its components.  

1. Age and Precautionary Motive 

The correlation between age and precautionary motive is tested by postulating 

the following hypotheses. 

Ho: There is no correlation between age and precautionary motive. 

 

Ha: There is a correlation between age and precautionary motive. 

 
 

Table-5.2 Age and Precautionary Motive 
 

Age and Precautionary Motive Pearson Correlation 

Coefficient 

N=300 

 

-0.016 

 sig.(2-tailed), P 0.786 

 

Precautionary motive is considered as one of the most important motive of 

household saving as compared to bequest and life-cycle motive. Many 

researchers identified this motive as a prime motive behind household saving 

through their studies. People irrespective of their economic conditions, 

education, profession, age, gender, locality etc save in order to safeguard their 

future needs based on uncertainty. In the literature it is well known that 

uncertainty on account of income fluctuation, unemployment, illness, 
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accidents, natural disaster, sickness and longevity risks results in greater 

saving because of precautionary motive. An increase in the uncertainty leads 

to higher marginal utility of future consumption. Saving serves as a ‘Buffer 

stock’ against uncertainty (Deater, 1991, Carroll, 1992). 

Precautionary motive affects virtually every type of household (Arthur 

Kennickell and Annamaria Lusardi, 2005). Researchers like Mark Kazarosian 

(1997), Alessandra Guariglia and Byung –yeon kim (2004), Luo Chuliang 

(2007), Christopher Carroll and Andrew A Samwick (1998), James Banks et. 

al. (2001), etc, confirm this fact in their respective studies. 

In the present study various factors are considered in order to study whether 

these factors have any effect on saving for precautionary motive.  Table-5.2 

shows that there is no significant correlation between age and precautionary 

motive. Hence the null hypothesis is accepted. This may be due to as 

mentioned earlier, that age does not affect the savings for precautionary 

motive. At any age person would like to save as a precaution against future 

uncertainty. At the younger age it may be uncertainty of income, job and 

future expenditure, at the middle and old age it may be a reserve for sickness, 

accident, and longevity risk. Hence saving to face uncertainty in life becomes 

one of the important saving motives.   

ii. Gender and Precautionary Motive. 

Ho: Male and female do not differ in precautionary motive. 

Ha: Male and female differ in precautionary motive. 
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Table 5.3 Gender and Precautionary Motive 

Gender and 

 Precautionary Motive 
 

t test for equality means 

 

t df sig (2-tailed), P 

 -1.039 298 0.300 

 

Precautionary motive as said earlier is important for every household 

irrespective of locality, age, etc. Hence may be there is a less possibility of it 

to be gender biased. Both males and females identify the importance of saving 

for precautionary motive equally well. This study does not find a significant 

difference between male and female respondents with respect to precautionary 

motive as can be seen in the table 5.3. Hence null hypothesis is retained.  

iii. Locality and Precautionary Motive. 

People residing in rural and urban areas are subject to different living 

conditions. It is usually noticed that uncertainty on account of job is more 

severe in urban area as compared to rural area. At the same time there is more 

security on account of joint family system, ancestral house and property in the 

form of land etc in rural areas as compared to urban area. For these reasons 

there may be a difference in importance given to saving done for 

precautionary reasons. The following hypotheses are considered in the study 

and tested. 

Ho: Precautionary motive do not differ between the people residing in rural 

and urban areas. 

Ha: Precautionary motive differ significantly between the people residing in 

rural and urban areas. 
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Table-5.4 Locality and Precautionary Motive  

 

 

t test for equality means 

  

Locality and 

 Precautionary Motive t df sig (2-tailed), P 

 -0.181 298 0.856 

 

Although urban and rural households have different sets on economic 

conditions in terms of employability, access to financial saving instruments in 

India etc, Pandit (1991) does not find convincing or consistent evidence to 

support that both the average propensity to save and the marginal propensity 

to save are higher in urban areas as compared to rural. Uncertainty associated 

with agriculture in rural India introduces precautionary motive to save. But the 

similar types of uncertainties exist in urban areas too. Certain types of 

uncertainties like sickness, lack of proper social security, ever increasing rate 

of inflation, longevity risks etc are common for all irrespective of locality.  

In the sample study undertaken, the t- test shows that there is no significant 

difference between rural and urban households with respect to precautionary 

motive. Hence null hypothesis is retained. Once again this result is in 

accordance with the earlier studies that identified precautionary motive as a 

prime motive behind household saving irrespective of age, gender, locality, 

profession etc. As said earlier, In Goa urban and rural areas enjoy more or less 

same economic amenities and conditions hence it appears that there is no 

much difference in the mindsets of people belonging to different localities. It 

is also seen earlier that there is no much difference between the preferences 
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shown by the respondents in various aspects of precautionary motive 

considered in this study. 

iv. Family size and Precautionary Motive. 

Family size depends on number of individuals staying together under the one 

roof and sharing food from the same kitchen. Family size decides the total 

income, expenditure and also saving of a household unit. It may also affect the 

various saving motives in different manner.  

In order to know about the relation between family size and precautionary 

motive, the following hypotheses are considered in the study. 

Ho: There is no relationship between family size and precautionary motive. 

Ha: There is a relationship between family size and precautionary motive. 

Larger households are more likely to hold emergency funds (Rodriguez and 

Devaney, 2006) so saving for precautionary motive is predominant here, 

where as other studies say precautionary motive affects virtually every type of 

household (Arthur Kennickell and Annamaria Lusardi, 2005). As mentioned 

earlier researchers like Mark Kazarosian (1997), Alessandra Guariglia and 

Byung –yeon Kim (2004), Luo Chuliang (2007), Christopher Carroll and 

Andrew A Samwick (1998), James Banks et.al. (2001) etc tested and 

confirmed this fact in their respective studies 
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Table- 5.5 Family Size and Precautionary Motive 

Family Size and 

 Precautionary Motive 

 

N=300 

 

Pearson Correlation 

Coefficient 0.056 

 sig.(2-tailed), P 0.335 

 

 

The current study finds that there is no significant correlation between family 

size and precautionary motive which goes in line with the findings of earlier 

specified studies. Hence null hypothesis is not rejected. 

v. Dependency ratio and Precautionary Motive 

Dependency ratio depends on the number of dependents on the income earners 

in the family. It is expected that larger the dependency ratio higher will be the 

need for saving for precautionary motive.  

Following hypotheses are considered in the study to verify these results by 

taking in to consideration the aggregate score of precautionary motive with 

dependency ratio. 

Ho: There exists no correlation between dependency ratio and precautionary 

motive. 

Ha: There exists a correlation between dependency ratio and precautionary 

motive. 

Table-5.6 Dependency ratio and Precautionary Motive 
 

 

Dependency Ratio and 

Precautionary Motive  

N=300 

 

 

Pearson Correlation 

Coefficient 0.032 

 sig.(2-tailed), P 0.579 
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 It is well known that higher dependency ratio at household level will reduce 

the quantum of saving for them. There would be much expenditure on daily 

needs since dependents needs have to be satisfied. No doubt they would like 

to save for precautionary motive as in case of any other household, being 

concerned about their future but higher dependency ratio may not permit such 

households to undertake savings specifically under precautionary motive as 

such neglecting other motives. Since their general saving quantum itself will 

be small the saving for different motives will be there but in proportion to the 

earning capacity and only after satisfying the daily expenditures. Also much 

may depend on the combined effect of level of income earned by the income 

earner/ earners in the family, the wealth possessed by the family, expectations 

of future income, number of children pursuing education and possibility of 

future growth in the income, etc. 

5.3.2 Chi square Analysis of components of precautionary Motive 

and Demographic Factors. 

The scale used in the present study consisted of ten statements pertaining to 

Precautionary motive. Chi square values of these statements are calculated 

taking in to consideration each of these statements separately with each of the 

Demographic, Social and Economic factor considered in the study.  

The table 5.7 shows the chi square values of various demographic factors 

considered in the study with ten statements pertaining to components of 

precautionary motive.  
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The first demographic factor considered is age and the table 5.7 reveals that 

chi square values of two statements pertaining to uncertain expenditure (to 

help children/ relatives if they face sudden financial difficulties in future) and 

uncertain income (Due to loss of his/ her job or business) and age are 

statistically significant.  

Table 5.7 Chi square analysis of Components of Precautionary Motive 

and Demographic factors 

       Statements/ 

Components 

 

Age Gender Locality 

family 

size 

Dependency 

ratio 
Statement 3 

Financial self reliance 

in case of difficulties. 

Chi square 

value 8.858 0.287 5.219 42.49 114.85*** 

P value 0.342 0.991 0.266 0.909 0.006 

Statement 6 

Ever increasing future 

expenses. 

Chi square 

value 7.817 4.441 0.697 38.241 63.207 

P value 0.452 0.35 0.952 0.967 0.916 

Statement 8 

Risk of Sickness 

Chi square 

value 9.957 4.731 5.15 19.488*** 80.037 

P value 0.268 0.316 0.272 0.012 0.478 

Statement 9 

Unforeseen expenses 

like accidents. 

Chi square 

value 7.681 4.508 6.093 60.977 28.527* 

P value 0.465 0.342 0.192 0.302 0.097 

Statement 11 

For one’s old age 

support. 

Chi square 

value 7.401 6.01 4.633 38.094 43.119*** 

P value 0.494 0.198 0.327 0.968 0.002 

Statement 16 

Risk of possible 

decline in the future 

income. 

Chi square 

value 7.516 4.52 2.897 53.052 33.058** 

P value 0.482 0.34 0.575 0.587 0.033 

Statement 20 

Help dependents in 

financial difficulties. 

Chi square 

value 18.26** 4.589 6.206 72.039* 89.97 

P value 0.019 0.332 0.184 0.073 0.209 

Statement 23 

Ever increasing prices 

of daily goods. 

Chi square 

value 2.494 2.105 1.24 56.56 111.87*** 

P value 0.926 0.716 0.872 0.454 0.011 

Statement 28 

Overall economic 

recession has made 

one think twice before 

spending. 

Chi square 

value 9.979 7.82* 9.213** 54.52 34.69** 

P value 0.266 0.098 0.056 0.531 0.022 

Statement 32 

Loss of job or 

business. 

Chi square 

value 27.13** 4.571 7.629 38.311 74.611 

P value 0.001 0.334 0.106 0.966 0.649 

*** Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level. 
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It signifies that there exists an association between age and saving done under 

precautionary motive taking in to consideration future uncertainty in income 

as well as future expenditure needs.  

It can be noticed from the table 5.7 that one statement pertaining to 

precautionary motive is found to have statistically significant chi square value 

with respect to gender. It signifies that gender is associated to savings due to 

uncertain future income on account of over- all economic recession during the 

last few years.  

Locality is the third demographic factor taken in to consideration in the 

present study. It can be noticed in the table that one statement pertaining to 

precautionary motive is found to have statistically significant chi square value 

with locality that is with regard to uncertain future income due to over-all 

economic recession during the last few years. It can be also noticed that two 

statements pertaining to savings for sickness and saving to make provision for 

future increase in expenditure are found to be associated with family size 

based on their chi square values. 

Six statements pertaining to all four sub motives of precautionary motive that 

is sickness and accident, saving for old age, uncertain income, uncertain 

expenditure show an association between dependency ratio and above 

mentioned four components of precautionary motive. 
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5.3.3 Probit Analyses of Demographic Factors and Components of 

Precautionary Motive. 

It can be noticed from the table 5.8 that age is an important factors that 

influences as much as much as five components of precautionary motive.  

Table 5.8 Demographic Factors and Components of Precautionary 

Motive. 

 
            

Statements/ 

Components 

 

Age Gender Locality 

family 

size 

Dependency 

ratio 
Statement 3 

Financial self reliance in 

case of difficulties. 

Coefficient .1088 .0918 .0181 .0555 -.0552 

Z value 2.002** .6087 .1403 .4979 -.8403 

Statement 6 

Ever increasing future 

expenses. 

Coefficient .0103 .1152 .0395 .0433 .0144 

Z value .1970 .8544 .3106 .3938 .2192 

Statement 8 

Risk of Sickness 
Coefficient .1554 .1453 .1044 .2233 -.0886 

Z value 2.857*** 1.056 .8049 1.915* -1.328 

Statement 9 

Unforeseen expenses like 

accidents. 

Coefficient .0837 .1183 .1290 .1904 -.0216 

Z value 1.552 .8570 .9906 1.659* -.3200 

Statement 11 

For one’s old age support. 
Coefficient .0998 .2063 .0947 .1469 -.1170 

Z value 1.841* 1.503 .7317 1.309 -1.772* 

Statement 16 

Risk of possible decline in 

the future income. 

Coefficient -.0243 -.0460 -.1027 -.0278 .0079 

Z value -.4733 -.3518 -.8272 -.2608 -.1249 

Statement 20 

Help dependents in 

financial difficulties. 

Coefficient -.1102 .0194 .1595 .0457 .06177 

Z value -2.138** .1492 1.288 .4264 .9692 

Statement 23 

Ever increasing prices of 

daily goods. 

Coefficient .0162 .2039 .0953 -.1056 .0589 

Z value .3146 1.544 -.7660 -.9821 .9202 

Statement 28 

Overall economic 

recession has made one 

think twice before 

spending. 

Coefficient -.0597 .0307 -.0324 -.0079 -.0645 

Z value -1.164 .2346 -.2626 -.0742 -1.019 

Statement 32 

Loss of job or business. 
Coefficient -.1890 .1207 .1024 .1062 .0318 

Z value 

-

3.569*** .8952 .8041 .9530 .4881 

 

      *** Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level. 
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The study finds that saving for financial self reliance in case of difficulties, to 

make provision in order to face the risk of Sickness, for one’s old age support, 

to help dependents in financial difficulties and to prepare oneself to face 

emergency like loss of job or business are determined by age of the 

individuals. 

Gender and locality does not show any influence over any of the components 

of precautionary motive. 

The forth demographic factor that is family size is found to influence motive 

to save to face risk of sickness and also for unforeseen expenses like 

accidents. 

The study also finds that dependency ratio determines saving for one’s old age 

support 

 

5.4. Social factors and Precautionary Motive.  

Education and profession are the two social factors considered in the present 

study. 

5.4.1 Testing of Hypotheses. 

i. Education and Precautionary motive. 

Education is the first social factor considered in the study and efforts are made 

to find out whether there exists any association between education of the 

respondents and the saving for precautionary motive.  
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Following hypotheses are considered in the study to find out the relation 

between precautionary motive and education. 

Ha: There is no relation between level of education and precautionary motive. 

Ha: There is a relation between level of education and precautionary motive. 

Education increases earning capacity of an individual more over much 

depends upon the profession chosen by the individual after getting 

qualification in a particular field since one of the important aspect of the 

precautionary motive is saving to safeguard oneself from uncertainty of 

income. Education is also expected to make individual aware of investment 

under precautionary motive for example medical insurance, life insurance etc. 

So the effect of education on precautionary motive may not be straight 

forward since researcher needs to take many things in to consideration like 

profession chosen, certainty of job, possibility of increase in future income 

etc. 

Table-5.9 Education and Precautionary Motive 
 

Education and Precautionary 

Motive 

 

N=300 

 

Pearson Correlation Coefficient 0.002 

 sig.(2-tailed), P 0.970 

 

The present study finds no correlation between education and precautionary 

motive as can be seen in the table 5.9. Hence the null hypothesis is retained.  

ii. Profession and Precautionary motive. 

 Profession of an individual is identified as the important determinant of the 

precautionary motive by some of the researchers as income certainty or 
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uncertainty associated with different profession is assumed to affect the saving 

for precautionary motive. It is also found that precautionary motive is stronger 

in those households where there is more income uncertainty.  

To see the relation between profession and precautionary motive the following 

hypotheses are considered in the study. 

Ho: There is no difference between professionals and non professionals in the 

precautionary motive. 

Ha: There is a difference between professionals and non professionals in the 

precautionary motive. 

The table 5.10 shows that there is no much significant difference between the 

professionals and non professionals in precautionary motive hence null 

hypothesis is once again retained. The reason behind this may be that current 

study categorizes the respondents between professionals and non professionals 

based on their education qualifications. 

Table-5.10 Profession and Precautionary Motive 

  

t test for equality means 

 

Profession and Precautionary 

Motive t df sig (2-tailed), P 

 0.952 298 0.342 

 

It is also noticed that many respondents have not taken up the profession 

based on their education qualifications. Secondly the responses of the 

respondents do not reveal much information about certainty or uncertainty of 

their income earned. Researcher found it difficult to collect detailed 
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information on income of the respondents due to reluctance of the respondents 

to provide so. Hence categories of profession based on educational 

qualifications may be inadequate to actually provide the information on 

precautionary motive. It is noticed that non professional respondents show 

higher mean values for all the aspects of precautionary motive as compared to 

professionals. But the difference is not large and significant. 

5.4.2 Chi square analysis of Social Factors and Precautionary Motive 

Social factors in this study include education level of the respondents and 

profession. Table 5.11 shows the results of Chi square analysis with respect to 

these social factors and components of precautionary motive. 

It can be seen from the table 5.11 that chi square values of education and of 

two statements pertaining to saving to help children/ relatives in sudden 

financial difficulties and saving to safeguard future uncertainty in income due 

to over- all economic recession for last few years are found to be statistically 

significant. That shows that there exists an association between education 

level and above mentioned two components of precautionary motive. 

It can be noticed from the table 5.11 that profession too show association with 

the above mentioned two components of precautionary motive and it is also 

found that  saving to fulfill one’s requirements in case one loses his/ her job or 

business have statistically significant chi square value with respect to the 

profession.  
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Table 5.11 Chi square analysis of Social Factors and Components of 

Precautionary Motive 

    Statements/ Components 

 

Education Profession 
Statement 3 

Financial self reliance in case of difficulties. 
Chi square value 11.152 7.105 

P value 0.8 0.13 

Statement 6 

Ever increasing future expenses. 
Chi square value 17.406 0.856 

P value 0.36 0.933 

Statement 8 

Risk of sickness. 
Chi square value 18.674 5.692 

P value 0.286 0.223 

Statement 9 

Unforeseen expenses like accidents. 
Chi square value 20.163 2.346 

P value 0.213 0.672 

Statement 11 

Support oneself in the old age. 
Chi square value 9.611 3.721 

P value 0.886 0.445 

Statement 16 

Decline in the future income. 
Chi square value 15.493 7.364 

P value 0.489 0.118 

Statement 20 

To help Children/relatives in sudden Financial 

difficulties. 

Chi square value 26.694** 14.379*** 

P value 0.045 0.006 

Statement 23 

Ever increasing prices of daily goods (inflation) 
Chi square value 13.78 2.499 

P value 0.615 0.645 

Statement 28 

Overall economic recession has made one think 

twice before spending. 

Chi square value 34.31*** 9.696** 

P value 0.005 0.046 

Statement 32 

Loss of job or business. 
Chi square value 17.314 7.858* 

P value 0.366 0.097 

    

*** Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level. 

5.4.3 Probit Analysis of Social Factors and Components of 

Precautionary Motive. 

The table 5.12 shows that education does not determine any component of the 

precautionary motive that means saving on account of any aspect of 

precautionary motive is not influenced by education of the individuals. It can 

be noticed that profession influences saving for the risk of sickness and 

unforeseen expenses like accidents under precautionary motive. 
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Table 5.12 Social Factors and Components of Precautionary Motive. 

    Statements/ Components 

 

Education Profession 
Statement 3 

Financial self reliance in case of difficulties. 
Coefficient -.0063 -.0905 

Z value -.1017 -.5835 

Statement 6 

Ever increasing future expenses. 
Coefficient .0048 -.0534 

Z value .0796 -.3504 

Statement 8 

Risk of sickness. 
Coefficient .0753 .3127 

Z value 1.194 2.032** 

Statement 9 

Unforeseen expenses like accidents. 
Coefficient .0957 .2912 

Z value 1.503 1.869* 

Statement 11 

Support oneself in the old age. 
Coefficient .1006 .2458 

Z value 1.608 1.598 

Statement 16 

Decline in the future income. 
Coefficient -.0458 .0001 

Z value -.7608 .0010 

Statement 20 

To help Children/relatives in sudden Financial 

difficulties. 

Coefficient .0011 .0766 

Z value .0196 .5185 

Statement 23 

ever increasing prices of daily goods (inflation) 
Coefficient .0042 .1369 

Z value .0697 .9195 

Statement 28 

Overall economic recession has made one think 

twice before spending. 

Coefficient -.0497 .1861 

Z value -.8268 1.256 

Statement 32 

loss of job or business. 
Coefficient -.4674 -.0519 

Z value -.0764 .3449 

*** Significant at 0.01 level.  

** Significant at 0.05 level. 

*Significant at 0.1 level.  

 

 

5.5 Economic factors and Precautionary Motive. 

Income, employment status and wealth are the economic factor considered in 

this study. 

5.5.1. Testing of Hypotheses. 

i. Income and Precautionary motive. 

Income being an important determinant of household saving needs to be 

studied in detail with respect to its influence on Precautionary saving motive 

just like other motives.  
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The following hypotheses are considered for testing. 

Ho: There is no correlation between level of income and precautionary 

motive.  

Ha: There is a correlation between level of income and precautionary motive.  

Table 5.13 Income and Precautionary Motive 
 

  

N=300 

 

Income and Precautionary Motive Pearson Correlation 0.024 

 sig.(2-tailed), P 0.673 

 

Higher the income higher is the saving capacity of the individual may it be for 

any motive. It is already found by earlier researchers that saving for 

precautionary motive is influenced by income uncertainty. But it is also true as 

mentioned earlier that Barlow, Brazer and Morgan (1996) studied motives 

across different income categories and found that precautionary motive to be 

stable across income groups. The finding of this study is in line with these 

findings. The above table shows no significant correlation between income 

and precautionary motive and hence null hypothesis is not rejected.   

ii. Employment and Precautionary motive. 

 Employment status is another factor which may affect the precautionary 

motive. Based on earlier studies it is noticed that uncertain income creates a 

demand for precautionary savings and certainty of income depends upon the 

employment status of the individual.  

In order to find out the effect of employment status on the precautionary 

motive, following hypotheses are considered for testing in this study.   
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Ho:  People having different type of employment do not differ in 

precautionary motive. 

Ha: People having different type of employment differ in precautionary 

motive. 

Table 5.14 Employment and Precautionary Motive ( ANOVA test). 
 

 

Employment and 

Precautionary 

Motive 

 

Sum of 

Squares df 

Mean 

Square F Sig, p 

Between 

Groups 86.86 5 17.372 0.311 0.906 

Within 

Groups 16410.806 294 55.819   

 Total 16497.667 299    

 

It can be seen from the table 5.14 that analysis of variance show that there is 

no significant difference in precautionary motive with respect to different 

employment status. Hence null hypothesis is retained. 

iii. Wealth and Precautionary Motive  

Wealth is another economic factor considered in the current study.  

Following hypotheses are considered in the study to test the above results.  

Ho: There exists no correlation between wealth and precautionary motive. 

Ha: There exists a correlation between wealth and precautionary motive. 

Table 5.15 Wealth 1 and Precautionary Motive 
 

Wealth1 and Precautionary 

Motive 

 N=300 

Pearson Correlation Coefficient -0.038 

sig.(2-tailed), P 0.508 

  

 

Table 5.15 shows that there exist no correlation between the first component 

of wealth and the savings for life cycle motive. This finding is in line with 
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earlier findings of earlier researchers. Similar findings are noticed even in case 

of the second component of wealth. This may be the reason for no existence of 

any correlation between wealth 2 and precautionary saving motive as can be 

seen in the table 5.16. 

Table 5.16 Wealth 2 and Precautionary Motive 

Wealth 2 and Precautionary 

Motive 

 N=300 

  

Pearson Correlation -0.019 

sig.(2-tailed), P 0.743 

 

Since both the components of the wealth considered in the study do not show 

any correlation between wealth and precautionary motive. Hence null 

hypothesis is retained. 

5.5.2 Chi square Analysis of Economic Factors and Components of 

Precautionary Motive. 

 Economic factors in this study include income, employment and wealth. Two 

components of wealth are taken for the analysis as mentioned earlier. Chi 

square values of statements pertaining to precautionary sub motives and 

Economic factors considered in the study are given in the table 5.17. 

It can be noticed from the table that two statements with respect to income 

level are found to have statistically significant chi square value at 10% level. 

It is found through analysis of chi square values of these statements with 

respect to income  that savings for managing future uncertain expenditure on 

account of inflation and uncertainty of future income on account of job 

uncertainty is associated with income levels of the individuals. 
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It can also be noticed in the table 5.17 that chi square analysis finds four 

statements pertaining to different sub motives have statistically significant 

values with respect to employment.  

Table 5.17 Chi square analysis of Economic factors and components of 

Precautionary Motive 

      

Statements/ Components 

 

Income Employment Wealth 1 

Wealth 

2 
Statement 3 

Financial self reliance in case of 

difficulties. 

Chi square 

value 16.697 20.936 10.32 35.837 

P value 0.405 0.181 0.588 0.658 

Statement 6 

Ever increasing future expenses. 

Chi square 

value 13.488 15.508 6.66 55.65** 

P value 0.637 0.488 0.879 0.051 

Statement 8 

Risk of sickness. 

Chi square 

value 18.225 12.62 11.108 49.796 

P value 0.311 0.7 0.52 0.138 

Statement 9 

Unforeseen expenses like 

accident. 

Chi square 

value 20.397 20.971 19.731* 37.344 

P value 0.203 0.18 0.072 0.59 

Statement 11 

Support oneself in the old age. 

Chi square 

value 22.206 25.226* 11.061 34.277 

P value 0.137 0.066 0.524 0.725 

Statement 16 

Decline in the future income. 

Chi square 

value 18.082 24.949* 13.617 45.656 

P value 0.319 0.071 0.326 0.249 

Statement 20 

To help Children/relatives in 

sudden Financial difficulties. 

Chi square 

value 23.029 19.085 6.904 34.431 

P value 0.113 0.264 0.864 0.719 

Statement 23 

Ever increasing prices of daily 

goods (inflation) 

Chi square 

value 24.825* 15.633 7.827 44.325 

P value 0.073 0.479 0.798 0.294 

Statement 28 

Overall economic recession has 

made one think twice before 

spending. 

Chi square 

value 8.811 27.92** 15.728 28.631 

P value 0.921 0.032 0.204 0.91 

Statement 32 

Loss of job or business. 

Chi square 

value 25.625* 37.785*** 12.263 42.72 

P value 0.060 0.002 0.425 0.353 

 

*** Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level.  
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It is found that saving to support oneself in old age, to cover the risk of 

possible decline in future income, future uncertain expenditure and risk of 

losing a job or business is associated with the employment status.  The chi 

square values in the table show that chi square value of wealth 1 and only one 

statement pertaining to saving to cover the risk of unforeseen expenses like 

accident is found to be statistically significant.  

It can also be noticed that chi square values of wealth 2 and one statement 

pertaining to saving to cover the ever increasing future expenses is found to be 

statistically significant. 

5.5.3 Probit Analysis of Economic Factors and Components of 

Precautionary Motive. 

Table 5.18 shows that income level of an individual influence saving on 

account of financial self reliance in case of difficulties as a part of 

precautionary motive, where as motive to save in order to safeguard oneself if 

there is a loss of job or business is influenced by the nature of employment 

status of the individual. 

The study also finds that the first component of wealth determines saving as a 

precautionary measure to support oneself in the old age. The second 

component of the wealth is found to determine motive to save for future to 

protect oneself from ever increasing prices of daily goods (inflation). 
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Table 5.18 Economic Factors and Components of Precautionary Motive. 

 

          

Statements/ Components 

 

Income Employment Wealth 1 Wealth 2 
Statement 3 

Financial self reliance in case of 

difficulties. 

Coefficient .0984 -.0181 -.0862 .0378 

Z value 1.822* -.3782 -.9884 1.236 

Statement 6 

Ever increasing future expenses. 
Coefficient -.0127 -.0048 -.1047 -.0140 

Z value -.2417 -.1039 -1.236 -.4885 

Statement 8 

Risk of sickness. 
Coefficient -.0563 .0469 .0538 .0247 

Z value -1.052 .9752 .6271 .8288 

Statement 9 

Unforeseen expenses like 

accident. 

Coefficient -.0194 .0072 -.0270 -.0008 

Z value -.3593 .1503 -.3105 -.0291 

Statement 11 

Support oneself in the old age. 
Coefficient -.0403 .0613 .1449 -.0105 

Z value -.7553 1.262 1.700* -.3598 

Statement 16 

Decline in the future income. 
Coefficient .0249 .0126 -.0818 -.0343 

Z value .4848 .2735 -.9885 -1.214 

Statement 20 

To help Children/relatives in 

sudden Financial difficulties. 

Coefficient -.0123 -.0070 -.0198 .0018 

Z value -.2408 -.1549 -.2422 .0651 

Statement 23 

Ever increasing prices of daily 

goods (inflation) 

Coefficient .0078 .0417 .0126 -.0500 

Z value -.1515 .9041 .1525 -1.751* 

Statement 28 

Overall economic recession has 

made one think twice before 

spending. 

Coefficient -.0201 .0202 -.0365 -.0060 

Z value -.3945 .4443 -.4391 -.2121 

Statement 32 

Loss of job or business. 
Coefficient -.0401 -.1869 -.1038 .0334 

Z value -.7606 -3.965*** -1.219 1.156 

       

*** Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level. 

 

5.6 Summary 

Above analysis shows that none of the factors considered in the study have 

direct influence over precautionary motive since it is considered as the most 

important motive of household saving. So irrespective of any demographic, 

social and economic characteristics people prefer to save mainly for 
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precautionary purpose. Never the less the study identifies certain factors 

influencing various components of precautionary motive. 

Demographic factors like age, family size and dependency ratio are identified 

as the main factors influencing some components of precautionary motive.  

Saving to help dependents in financial difficulties and saving to safeguard 

oneself in case of loss of job or business is influenced by age, where as family 

size and dependency ratio determine the saving to face risk of sickness and for 

one’s old age support respectively. 

Similarly employment status of the individuals is found to influence savings to 

safeguard oneself in case of loss of job or business.  

   

 

 

    



                                                                            152 

 

CHAPTER VI 

 

FACTORS DETERMINING BEQUEST MOTIVE OF 

HOUSEHOLD SAVINGS 

 

 

6.1  Introduction 

This chapter deals with bequest motive of household saving. The chapter 

covers a brief review of contributions of earlier researchers to literature on 

bequest motive based on their findings. The chapter also deals with analysis of 

components of bequest motive with respect to demographic factors, social and 

economic factors. Further each factor is dealt separately in detail based on 

objectives.  

A bequest motive exists if an individual accumulates assets during working 

years in order to provide his children with an inheritance. It seeks to provide 

an economic justification for the phenomenon of gratuitous, intergenerational 

transfers of wealth. In other words, to explain why people leave money behind 

when they die. 

The most common explanation for this is ‘Altruism’ in which it is held that 

the disponer gains some form of satisfaction from knowing that his/her heirs 

will enjoy their inherited wealth. An example might be a parent leaving a 

child the family home. Another common explanation is accidental bequest, 

developed by Yarri 1965(qtd by Abel Andrew, 1985) and Davis (1980). Here 

it is not assumed that the disponer gains any specific benefit from leaving a 
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bequest but rather that lifetime is uncertain and so he/she holds precautionary 

savings to insure him/herself against the risk of living too long. 

Finally, exchange bequest occurs where disponers engage in a sort of strategic 

exchange in which potential beneficiaries must render a (non marketable) 

service in exchange for the promise of inherited wealth. The most widely 

appreciated model of exchange bequest was published by Bernherm, Summers 

and Shleifer (1985). 

Which bequest motive theory most realistically represents the intentions of 

estate planners is unclear. Various attempts were made to test these theories 

empirically but mixed results are shown by the researchers. Hence bequest 

motive is the much- debated motive. There have been various contradictory 

findings even with regards to amount of wealth accumulation on account of 

bequest motive. It ranges from 3% to 80% of the total wealth accumulation. 

One testable implication of the simple version of the life-cycle hypothesis is 

that even patient consumers would like to spend all their wealth before they 

die. In general, findings suggest that the wealth holdings of the elderly are 

very unevenly distributed. When collecting subjective data on the matter, the 

bequest motive is primarily found among the upper part of the income and 

wealth distribution. Subjective data also support that a very small part of the 

population regards bequest to be a reason to save. Lindqvist (1981) reported 

that only 3% of his sample said that leaving bequest was the most important 

saving motive. The same frequency was found in the Survey of Consumer 

Finances in 1992: 3% said that leaving inheritance was the most important 
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motive, while 5% of the sample indicated that inheritance was among their top 

five reasons for saving (Carroll, 1998). Modigliani (1988) cited several 

surveys about saving motives, which all give little support to the bequest 

motive, and he also found the bequest motive to be increasing with income 

and wealth. Lack of dissaving among the elderly seemed more to be caused by 

precautionary motives, so that decumulation takes place at a very old age. 

Hurd and Smith (1999) found some support for this view. They used data 

from the Health and Retirement study and the Asset and Health Dynamics of 

the Oldest old (AHEAD) and found that respondents anticipated substantial 

dissaving at advanced old age. Much bequest might therefore be accidental. 

Bernheim et. al. (1985) found some support for their notion of a strategic 

bequest motive. They found that contact between parents and children are 

much higher in families where the elderly parent has a substantial amount of 

bequeathable wealth to offer.  

Modigliani (1986) suggested that bequest should be treated as a luxury good, 

which only will be important in the upper reach of the lifetime income 

distribution. This has been supported in a study by Dynan, Skinner and Zeldes 

(2000) who found that households with higher lifetime income leave a larger 

bequest. Alessie, Lusardi, and Kepteyn (1995, 1999) analyzed Dutch data and 

found income, wealth and home ownership to be strongly associated with 

bequest. They reported that the frequencies of the respondents who have a 

bequest motive increased almost monotonically with wealth. They also found 
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that the bequest motive is more important among the older household than 

among the younger. This means motives might change over the life-cycle.                                                               

Nyhus (2002) does not find much support for exchange motive (or strategic 

bequest motive) in her study. A large majority of the respondents did not want 

to leave bequest to their children, which according to her, supports the notion 

that bequest is accidental. It may be that people have a hierarchy of saving 

motives or that the same money serves several purposes. It might be that the 

primary motive for saving is precaution, but when this motive is satisfied, 

other motives, for example bequest, becomes operational. Precautionary 

saving will be bequeathed in the cases it is not needed.  

Lately, the rich have also received some empirical attention. The rich have 

been found to have higher lifetime saving rates than others. Their behavior is 

inconsistent with the Life-cycle Hypothesis, which underestimates the wealth 

of the richest households. Alternative models have been proposed that could 

better explain the behavior of this particular segment of the population. 

Carroll (1998) tested several alternative models and found that the behavior of 

the rich can best be explained by a model in which consumers regard the 

accumulation of wealth as an end in itself ( a capital spirit model) . This model 

implies that wealthy people drive utility either directly from the ownership of 

wealth, indirectly from the activities that lead to wealth accumulation or from 

utility derived from the power or social status tied to the ownership of high 

wealth. An alternative model, which did not receive much support in Carroll’s 

study, is the ‘ Dynasty’ model of Barro (1974), which implies that wealthy 
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save mainly for the benefit of their heirs. Carroll (1998) also pointed to the 

fact that it is difficult for the super-rich not to accumulate assets. For example, 

Bill Gates would have to spend more than $ 10 million every day on non 

durable assets in order to avoid further accumulation, which in itself a difficult 

task. Extremely rich people might also be subject to consumption satiation. 

Gentry and Hubbard (1998) focused on the saving of entrepreneurs, as this 

group overlap with the rich to a certain extent. They found that costly external 

financing for entrepreneurial investments and potentially high returns of those 

investments can explain higher saving rates of this particular part of the 

population. 

The above literature gives an idea that bequest motive is the most debated 

motive right from its existence, where some researchers refute the actual 

existence of pure bequest motive as such since it may be just the saving under 

precautionary motive which ends up in to an accidental bequest since the 

lifespan of an individual is not certain and if precautionary saving remains 

unused and then it is carried forward in the form of inherited wealth. Similarly 

many researchers have got even contradictory results in their studies with 

regards to even the magnitude of saving under bequest motive. At the same 

time, people’s behavior also differs as far as their choice of leaving bequest is 

concerned hence researchers have developed various models to explain this, 

but no one established rule can be applied to bequest motive.  
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6.2 Analysis of the ‘Bequest motive’ with respect to its components. 

Since the main objective of this study is to find out the determinants of saving 

motives, bequest motive in this study is also analyzed taking in to 

consideration the earlier mentioned Demographic, Social and Economic 

factors.  

In the current study the following aspects of bequest motive are taken in to 

consideration.  

Asset for children: This aspect of the bequest motive includes saving done by 

the people in order to create assets may be in the form of house, flat, land 

ownership, jewellery and other investments which they would like to pass on 

to their children in the form of inheritance. 

Gift for children and relatives: Saving done in order to be self sufficient and to 

have freedom to give gifts or valuables to their children and/ or relatives for 

various occasions. This type of transfer is also called as inter vivos transfers 

by some researchers. 

Business for children: Here the savings are done in order to set up or expand 

the existing business to pass it on to the next generation for them to carry it 

forward. It is done for creating a security for one’s next generation. 

Old age care: The saving done in order to make sure that one gets the care and 

needed attention in one’s old age from his/ her children and/ or relatives.  

Following are the mean scores of the four aspects of bequest motive 

considered in the study. 
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Table No 6.1 Mean scores of different aspects of Bequest Motive 
 

N=300 Asset for children 

Gift for children 

and relatives Business for children Old age care 

     

Mean 2.85 2.75 2.24 2.49 

     

     

 Table 6.1 shows that respondents show highest preference to saving to create 

assets for the children followed by savings done to make provision to enable 

them to give gifts to their children and relatives. Next preference is shown to 

saving done in order to safeguard old age care by children or family members.      

 

6.3  Demographic factors and Bequest Motive. 

As mentioned earlier Age, gender, locality, family size and dependency ratio 

are the demographic factors taken in to consideration in this study. In order to 

study the effect of these factors on bequest motive hypothesis testing is done. 

6.3.1 Testing of Hypothesis 

i. Age and Bequest Motive 

To test the relation between age and bequest motive, following hypotheses are 

taken in to consideration in the study. 

Ho: There is no correlation between age and bequest motive. 

Ha: There is a correlation between age and bequest motive. 

Bequest motive arise from the desire to leave assets behind to one’s children 

and other heirs in the form of inter vivos transfers and/ or bequest. This 

bequest may take different forms. It may be unintentional accidental bequest 

arising from an uncertain lifespan and/ or uncertain medical and long term 
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care expenses or due to altruism (Barro, 1974) implying people intentionally 

leave a bequest to their children regardless of whether their children take care 

of them and/ or provide financial support. 

Table 6.2 Age and Bequest Motive 
 

Age and Bequest 

Motive 

 

N=300 

 

Pearson Correlation Coefficient -0.224** 

sig.(2-tailed), P 0.000 

 

**. Correlation is significant at the 0.05 level (2-tailed) 

 

Thirdly, according to Dynasty model of Chu (1992) people care about their 

family line and/ or the family business and thus imply that they will leave 

their entire bequest to the child or children who carry on the family business.  

Life cycle hypothesis says that average propensity to save varies significantly 

from a minimum at the early and late years to a maximum and again comes 

down with retirement where people dissave. But later researchers showed that 

at the retirement and thereafter, people may not compulsorily dissave. They 

may be motivated to save on account of bequest motive. There is a wide range 

of total amount of income saved given by researchers on account of bequest 

motive. Researchers also vary in their opinion as to what type of bequest is 

considered as the most important; accidental, altruistic or based on dynasty 

model. Some researchers consider accidental bequest as not a part of pure 

bequest motive since it is not an intentional saving done in order to pass on the 

wealth to the next generation. Such a saving is done in order to safeguard 

one’s old age needs and since people have uncertain lifespan, this 



                                                                            160 

 

accumulated wealth may be transferred on to the next generation 

unintentionally.  

The table 6.2 shows a negative correlation between age and bequest motive. 

The correlation is significant at 0.01. Hence null hypothesis is rejected. In this 

present study it was found that only 28 i.e. 9.33% of the respondents said that 

they would like to leave a considerable bequest to their child/ children if they 

take good care of them when they get old, 98 respondents i.e. 32.67% said that 

they would like to leave bequest to their child/ children irrespective of the way 

they take care of them when they are old, 145 i.e. 48.33% of the respondents 

did not have any preconceived plan leaving bequest to their children and 25 

i.e. 8.33% of them do not intend to leave any bequest to their children with 4 

respondents i.e. 1.34% did not comment on leaving the bequest to their heir. 

From this it appears that majority i.e. 56.66% (48.33% and 8.33%) 

respondents do not show a definite tilt towards leaving bequest. Along with 

this, respondents in the age group of above forty mentioned that good 

education to their children is a key to future better standard of living which 

they have provided hence there is no need to keep any wealth for their 

children in the form of bequest. This may be the reason behind a negative 

correlation which this study found. 

ii. Gender and Bequest Motive  

Ho: There is no difference between male and female in bequest motive. 
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Ha: There is a significant difference between male and female in bequest 

motive. 

Table 6.3 Gender and Bequest Motive 

Gender and Bequest Motive  

t test for equality means 

 

t df sig (2-tailed), P 

 0.006 298 0.995 

 

 

The table 6.3 shows that there is no significant difference between male and 

female in bequest motive hence the null hypothesis is accepted here. In case of 

bequest motive, since such decisions about saving and passing on family 

wealth to the next generation is usually taken by the family members together 

or husband and wife together in case of nuclear families, it happen to be a 

joint decision and hence there seem to be no much possibility of difference of 

opinion among males and females.  

iii. Locality and Bequest Motive 

 

Ho: Bequest motive do not differ between the people residing in rural and 

urban areas. 

Ha: Bequest motive differ significantly between the people residing in rural 

and urban areas. 

Table 6.4 Locality and Bequest Motive 

Locality and Bequest Motive 
 

t test for equality means 

 

t df sig (2-tailed), P 

-1.021 298 0.308 
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Bequest motive is considered to be an important motive by some researchers 

where as others are of the opinion that it may become important to people who 

own their business or those who have sufficiently accumulated wealth. In the 

current research as said earlier the responses were taken from both rural and 

urban people but although some of the people reside in rural area in the 

sample but still they work in towns and hence it appears that this is the reason, 

there is no difference shown in the table 6.4 showing t-value and depicting no 

significant difference between respondents residing in rural areas and people 

residing in urban areas in bequest motive. As a result of this null hypothesis is 

accepted.  

iv. Family size and Bequest Motive  

Family size is the fourth demographic factor taken in to consideration and the 

hypotheses considered are as under. 

Ho: There is no correlation between family size and bequest motive. 

Ha: There is a significant positive correlation between family size and bequest 

motive. 

Table 6.5 Family Size and Bequest Motive 

Family Size and Bequest 

Motive 

 

N=300 

 

Pearson Correlation Coefficient 0.128** 

sig.(1-tailed), P 0.013 

* *Correlation is significant at 0.05 (1-tailed) 

In case of bequest motive, it is noticed in the survey that majority of big 

families in the study (with exception of few) have their own family business 
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which have themselves inherited wealth from their earlier generations. So it 

may be considered obvious for them to expand their business further and pass 

on their wealth to the next generation. Even in those families where people are 

not in to business many people live in their ancestral houses especially in rural 

areas. Hence passing on this wealth to the next generation along with their 

own contribution to it is just a way of life for them. This may be the reason 

this study found a significant positive correlation between family size and the 

saving for bequest motive as shown in table 6.5 Hence the null hypothesis is 

not accepted.  

v. Dependency ratio and Bequest Motive 

This is the last demographic factor considered in the study and to study 

whether any relation exists between dependency ratio and bequest motive, 

following hypotheses are considered. 

Ho: There is no correlation between dependency ratio and bequest motive. 

Ha: There is a correlation between dependency ratio and bequest motive. 

We can notice in the table 6.8 that there is no significant correlation between 

dependency ratio and bequest motive. Hence the null hypothesis is accepted. 

Table 6.6 Dependency Ratio and Bequest Motive 

Dependency Ratio and 

Bequest Motive 

 

N=300 

 

Pearson Correlation Coefficient -0.001 

sig.(2-tailed), P 0.984 

As mentioned earlier if the dependency ratio is high, much of the income may 

be spent on satisfying the needs of the dependents so it is possible that not 

much remains in the hands of the earner in order to save. The earner may like 
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to save in order to pass on the wealth to the next generations but satisfying 

their present needs may become his/her priority. Secondly it is possible that 

saving for precautionary reasons may be considered more important here since 

the responsibility of more people on income earner/s. So also if the household 

is wealthy and/or already has inherited wealth then passing on that wealth to 

the next generation may become obvious so it may not become a purposeful 

motive of saving.  

6.3.2 Chi square Analysis of Demographic Factors and the Aspects of 

Bequest Motive. 

 Chi square analysis is done to find out the association between demographic 

factors and aspects of bequest motive and the results are shown in the table 

6.7.   The first demographic factor taken for analysis is Age and table 6.7 

shows the chi square values of age and bequest sub motives.  

It can be seen from the table that five statements out of six pertaining to 

bequest motive are found to have statistically significant chi square values 

with Age. It means age of the individuals is associated with three bequest sub 

motives namely saving to create Assets for children, Gift for children and 

relatives, Business for children.    
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Table 6.7 Chi square Analysis of the Demographic Factors and Aspects of 

Bequest Motive 

Statements/ 

Components 

 

Age Gender Locality 

Family 

size 

Dependency 

ratio 

  
      Statement 5  

Create assets for 

children. 

Chi square 

value 26.901*** 1.741 1.986 8.687 84.699 

P value 0.001 0.783 0.738 0.62 0.338 

Statement 13 

Gift for children and 

relatives. 

Chi square 

value 15.283** 3.303 6.963 9.115 68.235 

P value 0.05 0.508 0.138 0.333 0.823 

Statement 17 

Jewellery for 

daughter/sister in 

wedding. 

Chi square 

value 22.269*** 9.339** 2.9 18.381** 93.309 

P value 0.004 0.053 0.575 0.019 0.147 

Statement 22 

 Set up/ expand 

business to pass on. 

Chi square 

value 18.4*** 2.952 7.385 7.852 74.83 

P value 0.018 0.566 0.117 0.448 0.642 

Statement 26 

Leave money for the 

next generation. 

Chi square 

value 15.313** 1.952 6.658 6.565 92.336 

P value 0.05 0.745 0.155 0.584 0.163 

Statement 29 

For children to 

safeguard one’s old 

age care. 

Chi square 

value 10.29 1.904 9.623** 14.399* 77.549 

P value 0.245 0.753 0.047 0.072 0.557 

***Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level. 

It can be noticed from the table 6.7 that only one statement pertaining to 

saving to be utilized for gift to children and relatives in the form of jewellery 

for one’s daughter’s/sister’s weddings  is found to have a significant chi 

square value with respect to gender showing an association between two 

variables.  

The third demographic factor considered in the study is locality and it can be 

noticed that one statement pertaining to saving to safeguard one’s old age care 

through one’s child/ children is found to have statistically significant chi 

square value with respect to locality in to consideration. 
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It is also found that two statements pertaining to saving in order to utilize as 

gift to children and relatives in the form of jewellery for one’s daughter’s/ 

sister’s weddings and to saving to safeguard one’s old age care through one’s 

child/ children is found to have statistically significant chi square value with 

respect to family size in to consideration.  

It can be noticed that none of the chi square values are found to be statistically 

significant depicting no association between dependency ratio and any of the 

aspects of bequest motive.  

6.3.3 Probit Analysis of Demographic Factors and Aspects of 

Bequest Motive. 

The results shown in the table 6.8 show that age determines savings to create 

assets for children, to make jewellery for daughter/sister in wedding, to set up/ 

expand business to pass on and to leave money for the next generation. 

It can be also seen that there is a dependence of saving to be utilized to create 

assets like house, land etc for the children and to set up/ expand business to 

pass on to the next generation on gender. 

Locality is the third demographic factor taken in to consideration and the 

findings show that that locality also determines motive to save in order to set 

up/ expand business to pass on to the next generation. 

It is found from the table 6.8 that family size influences the savings to make 

jewellery for daughter/sister in wedding. Dependency ratio does not influence 

any of the aspects of bequest motive. 
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6.8 Demographic Factors and aspects of Bequest Motive 

Statements/ Components 

 

Age Gender Locality 

Family 

size 

Dependency 

ratio 

  
     

 

Statement 5  

Create assets for children. 
Coefficient -.2634 -.3360 .0066 .0789 -.9433 

Z value -4.973*** -2.516** .0530 .7279 -1.459 

Statement 13 

Gift for children and relatives. 
Coefficient -.0688 .0434 -.0919 .1565 -.0878 

Z value -1.336 .3343 .7413 1.457 -1.370 

Statement 17 

Jewellery for daughter/sister 

in wedding. 

Coefficient -.2226 -.1023 -.0658 .1876 .1001 

Z value -4.100*** -.7496 -.5453 1.724* 
1.515 

Statement 22 

 Set up/ expand business to 

pass on. 

Coefficient -.2381 -.2909 .2309 .0961 .0107 

Z value -4.244*** -2.091** 1.770* .8625 
.1617 

Statement 26 

Leave money for the next 

generation. 

Coefficient -.0993 -.0047 .2033 .1248 .0787 

Z value -1.918* -.0360 1.636 1.163 
1.226 

Statement 29 

For children to safeguard 

one’s old age care. 

Coefficient .0059 .0190 .1545 .1656 .0111 

Z value .1127 .1422 1.216 1.499 
.1704 

***Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level.  

 

6.4 Social factors and Bequest Motive. 

Education and profession are the two social factors considered in this study. 

6.4.1 Testing of Hypotheses. 

i. Education and bequest motive 

Education affects the mindsets of the individuals, so also his economic and 

social behaviour. It is thought that it can also affect the saving behaviour and 

in turn saving motives of the individuals and hence it is considered in the 

present study as one of the social factors .In order to study the relation 

between education and bequest motive following hypotheses are considered in 

the study.  

Ho: There is no correlation between level of education and bequest motive. 
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Ha: There is a correlation between level of education and bequest motive. 

 

Table 6.9 Education and Bequest Motive 
 

Education and Bequest 

Motive 

 

N=300 

 

Pearson Correlation Coefficient -0.082 

sig.(2-tailed), P 0.158 

 

Education is expected to have positive effect on earning capacity of an 

individual which in turn can increase individual’s capacity to save.  

Earlier empirical studies conducted by researchers speak about education as 

one of the factor along with other determinants like marital status, income, 

value of non liquid asset, number of children etc is correlated to the saving 

motives especially bequest motive ( Emily Kao et al 1989). The current study 

does not find a significant correlation between level of education and bequest 

motive as can be seen from the table 6.9. Hence the null hypothesis is 

accepted. It may be possible that education as an individual factor may not 

have significant correlation with the bequest saving motive but taken together 

with other factors as mentioned in earlier studies may have its effect. 

ii. Profession and Bequest Motive.  

To study the effect of profession on bequest motive in analysis is done based 

on following hypotheses. 

Ho: There is no difference between professionals and non professionals in 

bequest motive.  

 Ha: There is a difference between professionals and non professionals in 

bequest motive.  
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Table 6.10 Profession and Bequest Motive 

Profession and Bequest Motive  

t test for equality 

means 

 

t df sig (2-tailed), P 

-0.670 298 0.503 

 

The current study took in to consideration education level, profession, and 

qualification of respondents along with other factors. It was noticed that in 

many cases education of the respondent did not have any relation to the 

employment taken up by the respondents. Similarly all the respondents who 

come under professional categories, many of them do not practice their own 

profession based on their qualification. This may be the possible reason why 

the present study found no difference between professionals and non 

professionals in bequest motive as can be seen in the table 6.10 and hence null 

hypothesis is accepted here. 

6.4.2 Chi Square Analysis of the Social Factors and Aspects of 

Bequest Motive. 

As mentioned earlier Education and Professions are the two social factors 

considered in this study.  

Table 6.11 shows the chi square values of these factors and bequest sub 

motives. It can be noticed that three statements pertaining to saving to give 

Jewellery to daughter’s/ sister’s wedding, to leave money for next generation 

and saving to safeguard one’s old age care through one’s child/ children are 

associated with  education level of respondents. 
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Table 6.11 Chi square analysis of Social Factors and Aspects of Bequest 

Motive 

Statements/ Aspects 

 

Education Profession 

  

   Statement 5  

Create assets for children. 
Chi square value 15.367 10.577** 

P value 0.498 0.032 

Statement 13 

Gift for children and relatives. 
Chi square value 17.024 4.277 

P value 0.384 0.37 

Statement 17 

Jewellery to daughter’s/ sister’s wedding. 
Chi square value 27.196** 9.15** 

P value 0.039 0.057 

Statement 22 

Set up/ expand business to pass on. 
Chi square value 20.33 2.387 

P value 0.206 0.667 

Statement 26 

To leave money for next generation. 
Chi square value 49.426*** 11.127** 

P value 0.000 0.025 

Statement 29 

Safeguard one’s old age care through one’s 

child/ children. 

Chi square value 45.813*** 10.41** 

P value 0.000 0.034 

*** Significant at 0.01 level. 

** Significant at 0.05 level. 

* Significant at 0.1 level. 

 It can be also noticed in the table that four statements pertaining to saving in 

order to create Asset for children, gift for children and relatives and saving to 

safeguard one’s old age care through one’s child/ children is found to have 

statistically significant chi square values with respect to profession. This 

shows that there exists an association between profession and above 

mentioned three aspects of bequest motive. 
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6.4.3 Probit Analysis of Social Factors and Aspects of Bequest 

Motive. 

6.12 Social Factors and Aspects of Bequest Motive. 

Statements/ Aspects 

 

Education Profession 

  

   Statement 5  

Create assets for children. 
Coefficient .0471 -.1023 

Z value .7749 -.6849 

Statement 13 

Gift for children and relatives. 
Coefficient .0537 -.1139 

Z value .8936 -.7692 

Statement 17 

Jewellery to daughter’s/ sister’s wedding. 
Coefficient -.0822 .1728 

Z value -1.339 1.120 

Statement 22 

Set up/ expand business to pass on. 
Coefficient -.1798*** -.1850 

Z value -2.842 -1.182 

Statement 26 

To leave money for next generation. 
Coefficient -.0829 .0636 

Z value -1.377 .4275 

Statement 29 

Safeguard one’s old age care through one’s child/ 

children. 

Coefficient -.0989 .2306 

Z value -1.612 1.493 

 

   *** Significant at 0.01 level. 

** Significant at 0.05 level. 

* Significant at 0.1 level. 

The results of probit analysis in the table 6.12 show that education level of the 

individual influences saving to set up/ expand business to pass on, but no 

dependence of any aspect of bequest motive on profession is shown. 

6.5 Economic factors and Bequest Motive. 

Income, employment status and wealth are the economic factors considered in 

the study. 

6.5.1 Testing of Hypotheses. 

i. Income and Bequest Motive 

To check if there exists any correlation between income and bequest motive, 

the following hypotheses are postulated in the study. 

Ho: There is no correlation between level of income and bequest motive. 
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Ha: There is correlation between level of income and bequest motive. 

Income is one of the prerequisite to accumulate wealth. Higher the income 

higher will be individual’s capacity to save and invest. Higher saving and 

investment leads to capital accumulation. Modigliani’s life-cycle hypothesis 

(1955) proposes that saving varies according to the stages of life cycle; to 

begin with when the income is low at the start of the working career the 

saving also happens to be less, later as income increases saving also rises and 

reaches its peak and then with the retirement there is decline in both income 

and simultaneously saving. Later various studies confirmed and contradicted 

and also contributed through their empirical evidences to these theories. Many 

studies revealed that income and wealth together influence household saving 

(Hayashi 1997; Rajarshi Ghosh et. al. 2005; Lexmi Nair 2000; Horioka 2005; 

Athukorala 2003; Corina Gavrea 2002). Dynan et. al. (1993) found a strong 

positive relationship between marginal propensity to save and lifetime 

income. 

Table 6.13 Income and Bequest Motive 

Income and Bequest 

Motive 
 

N=300 

 

Pearson Correlation Coefficient -0.048 

 sig.(2-tailed), P 0.407 

 

Friedman’s theory showed that saving is positively correlated with income 

growth and one of the important motives for saving is accumulation for 

retirement. Some researchers have found a stronger preference to bequest 

motive from wealthier families. It is also found that business families show 

more savings for bequest motive. So it is interesting to find if there exists any 
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correlation between level of income and bequest motive. The table 6.13 shows 

that the present study does not show any significant correlation between level 

of income and bequest motive. Hence the null hypothesis is accepted. In this 

study it was found that the most favored motive by the respondents is 

precautionary motive. The respondents do not show much preference for 

saving especially to pass on their wealth to the next generation. In the sample 

of three hundred respondents, majority i.e. 56.66%respondents do not show a 

definite tilt towards leaving bequest. Bequest motive encourages saving in 

order to pass on the wealth to the next generation so it may be possible that 

saving for bequest may not only depend on current income level of the 

households but factors like wealth, dependency ratio, family size, inherited 

wealth of the household, profession taken together.   

ii. Employment and bequest motive 

Employment is the second economic factor taken in to consideration in this 

study. Employment conditions may affect saving behaviour through affecting 

saving motives.  

Further analysis based on hypotheses is as under. 

Ho: People having different type of employment do not differ in bequest 

motive. 

Ha: People having different type of employment differ significantly in bequest 

motive.  

As mentioned earlier, employment status is another economic factor which 

may affect the bequest motive. But the present study finds that People having 
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different type of employment do not differ significantly in bequest motive. 

Hence null hypothesis is retained. 

 It is assumed that usually business families like to inherit their business to 

their next generation but in the current study, majority of the respondents do 

not have any preconceived plan to leave bequest to their next generation. If at 

all the wealth is passed on it may be in the form of accidental bequest since 

respondents have shown preference towards precautionary motive.  

Table 6.14 Employment and Bequest Motive (ANOVA test) 

 

Employment and Bequest 

Motive 

 

Sum of 

Squares df 

Mean 

Square F Sig, p 

Between 

Groups 237.075 5 47.415 1.533 0.179 

Within 

groups 9092.512 294 30.927   

 Total 9329.587 299    

 

Similarly accumulated wealth on account of precautionary motive may not be 

fully enjoyed by the individuals due to uncertain lifespan and hence it may get 

transferred in the form of accidental bequest as mentioned above. 

iii. Wealth and bequest motive. 

Many researchers have found a close association between wealth and bequest 

left for the next generation since wealthy people leave property and wealth for 

their heirs. This calls for testing the following hypotheses as under. 

Ho: There exists no correlation between wealth and bequest motive. 

Ha: There is a significant correlation between wealth and bequest motive. 
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Table 6.15 Wealth 1 and bequest motive 
 

Wealth1 and bequest 

Motive 

 

N=300 

 

Pearson Correlation Coefficient -0.047 

sig.(2-tailed), P 0.419 

 

It can be seen from table 6.15 that there exists no correlation between the first 

component of the wealth considered in the study and saving done for bequest 

motive. Similar result is noticed even in case of the second component of 

wealth. 

Table 6.16 Wealth 2 and bequest motive 

 

Wealth2 and bequest 

Motive 

 

N=300 

 

Pearson Correlation Coefficient 0.091 

sig.(2-tailed), P 0.114 

 

It can be noticed from the table 6.16 that there exists no correlation between 

wealth2 and saving for bequest motive. Since both the components of wealth 

considered in the study show no correlation with saving for bequest motive, it 

can be said that wealth is not correlated to saving for bequest motive. Hence 

null hypothesis is accepted. The reason behind this may be that researcher 

could take only those components of wealth in to consideration on which 

information was willingly provided by the respondents. But information on 

many other components of wealth like investments in various ways such as 

gold, shares, bonds, bank deposits, etc could not be gathered by the researcher 

and hence wealth index calculation may not give a complete picture of wealth 

status of the respondents. Hence the study might have found no correlation 

between wealth and bequest motive.     
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6.5.2 Chi Square Analysis of the Economic Factors and Aspects of 

Bequest Motive.  

 Income level, Employment status and Wealth are the three economic factors 

considered in this study and the results of chi square analysis with respect to 

these factors and aspects of bequest motive are given in the table 6.17.  

The first economic factor taken in this study is income and the chi square 

values of income and aspects of bequest motive show that only one statement 

pertaining to saving in order to safeguard one’s old age care by one’s children/ 

relatives has found to have statistically significant chi square value with 

respect to income level of the respondents. It shows that there exists an 

association between income and old age care component of bequest motive. 

Table 6.17 Chi Square Analysis of the Economic Factors and Aspects of 

Bequest Motive. 

Statements/ Aspects 

 

Income Employment Wealth 1 Wealth 2 

  

     Statement 5  

Create assets for children/ 

relatives. 

Chi square 

value 8.102 11.264 20.253* 38.362 

P value 0.946 0.793 0.062 0.544 

Statement 13 

Give gifts to children/ relatives 

Chi square 

value 20.756 32.26*** 14.866 44.394 

P value 0.188 0.009 0.249 0.292 

Statement 17 

Jewellery to daughter’s/ sister’s 

wedding. 

Chi square 

value 13.706 20.059 2.644 24.301 

P value 0.621 0.218 0.998 0.976 

Statement 22 

Set up/ expand business to pass 

on. 

Chi square 

value 23.12 36.105*** 6.771 53.348* 

P value 0.111 0.003 0.872 0.077 

Statement 26 

To leave money for next 

generation. 

Chi square 

value 22.415 28.195** 10.994 34.083 

P value 0.13 0.030 0.529 0.733 

Statement 29 

 Safeguard one’s old age care 

through one’s child/ children. 

Chi square 

value 28.086 26.754** 17.138 37.607 

P value 0.031** 0.044 0.144 0.579 

*** Significant at 0.01 level, **Significant at 0.05 level, *Significant at 0.1 level.  
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Four statements pertaining to bequest sub motives are found to have 

statistically significant chi square values with respect to employment status. It 

can be noticed in the table 6.13 that employment status is associated with 

statements pertaining to saving to give gifts to children/ relatives, to set up/ 

expand one’s business which can be carried forward by one’s 

child/children/relatives and saving to safeguard one’s old age care through 

one’s child/ children. 

As in cases of life-cycle and precautionary motive wealth is considered as one 

of the economic factor which may affect saving on account of bequest motive. 

Here too two components of wealth are considered based on the available 

data.  

It can be seen from the table 6.17 that chi square value of wealth 1 and only 

one statement pertaining to saving to create assets like house and other 

valuable assets which one can leave for one’s children/ relatives is found to be 

statistically significant. Results of the chi square analysis for the second 

component of wealth and bequest sub motives are shown in the table. It can be 

seen that chi square value of wealth 2 and saving to set up / expand one’s 

business which can be carried forward by one’s children is statistically 

significant depicting an association between this two variables. 
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6.5.3 Probit Analysis of Economic Factors and Aspects of Bequest 

Motive. 

 The results of probit analysis are shown in the table 6.18. 

Results find that income level of the individual determines the savings to set 

up/ expand business to pass on to the next generation.   

6.18 Economic Factors and Aspects of Bequest Motive 

Statements/ Aspects 

 

Income Employment Wealth 1 Wealth 2 

  

     Statement 5  

Create assets for children/ 

relatives. 

Coefficient .0406 -.0596 -.2524 .0259 

Z value .7838 -1.293 -2.973*** .9002 

Statement 13 

Give gifts to children/ relatives 
Coefficient .0125 .0607 .0613 .0166 

Z value .2443 1.325 .7429 .5812 

Statement 17 

Jewellery to daughter’s/ sister’s 

wedding. 

Coefficient -.0519 -.0178 -.0208 .0318 

Z value -.9817 -.3792 -.2472 1.092 

Statement 22 

Set up/ expand business to pass 

on. 

Coefficient -.0956 .0141 -.0376 .1055 

Z value -1.757* .2916 -.4371 3.560*** 

Statement 26 

To leave money for next 

generation. 

Coefficient -.0788 .0351 -.0284 .0597 

Z value -1.526 .7650 -.3437 2.091** 

Statement 29 

 Safeguard one’s old age care 

through one’s child/ children. 

Coefficient -.0860 .0810 .0802 -.0116 

Z value -1.619 1.714* .9453 -.3957 

*** Significant at 0.01 level. 

** Significant at 0.05 level. 

*Significant at 0.1 level.  

It can be also noticed in the table 6.18 that one statement pertaining to saving 

to safeguard one’s old age care through one’s child/ children is dependent on 

the employment status of the individual.  

The results also show that the first component of wealth determines saving 

made to create assets for children/ relatives. 

As far as the second component of wealth is concerned the results from table 

6.18 
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depicts that  saving to set up/ expand business to pass on to the next 

generation and saving to leave money for next generation is influenced by the 

second component of wealth. 

 

6.6 Summary 

The analysis in this chapter with regard to bequest motive enables the 

researcher to conclude that age and family size are two important 

demographic factors influencing bequest motive. 

Age determines saving with a motive to create assets for children, jewellery 

for daughter/sister’s wedding, to set up/expand business to pass on and to 

leave money for the next generation.  

Similarly family size is identified as an important factor influencing saving 

with a motive to make and give jewellery for daughter/sister’s wedding. 

Economic factors like employment status, wealth1 and wealth2 influence 

saving with a motive to safeguard one’s old age care through one’s 

child/children, create assets for children/relative and to set up/expand business 

to pass it on to the next generation.   
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CHAPTER VII 

MAJOR FINDINGS, CONCLUSIONS AND SUGGESTIONS 

                                                       

7.1 The summary of major findings 

This study of determinants of household saving motives is a micro level study 

based on primary data. This study takes in to consideration three household 

saving motives viz; Life- cycle Motive, Precautionary Motive and Bequest 

Motive with their sub motives and three sets of factors namely Demographic, 

Social and Economic factors and tries to find and analyze the influence of 

these factors on the saving motives.  

The study aimed to test the hypotheses that demographic, social and economic 

factors determine the household saving motives. 

The purpose of the study and significance of such a study are explained in the 

chapter I along with the objectives, research questions and limitations of the 

study. 

The review of literature dealing with theoretical framework of concept of 

saving and saving related research dealing with studies on saving behavior 

across the various countries, review of contributions of various researchers to 

determinants of household saving and research on various saving motives is 

explained in chapter II. The methodology adopted for the purpose of the study 

is explained in chapter III. It also explains the calculation of wealth index, 

operational definitions, sample description and statistical tools used to analyze 

the collected data. Chapters IV, V, VI have analyzed the various factors 
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determining life-cycle, precautionary and bequest motive along with their sub 

motives respectively. The data analysis undertaken in the chapters IV, V, VI 

reveal several important aspects about the three household saving motives and 

factors considered in this study.   

The major finding that result from the study are summarized as follows 

1. Precautionary motive emerged as the most important saving motive in 

this study. It is found that this saving motive is not determined by any 

of the factors considered in this study. This saving motive is preferred 

by every individual and household irrespective of their age, gender, 

locality, income, family size, employment status, wealth, education etc. 

2. Life-cycle Motive is found to be significantly correlated to two 

demographic factors, viz; age and family size.  Negative correlation 

between age and life-cycle motive shows that as the age goes on 

increasing saving made on account of life-cycle motive declines. As far 

as sub motives are concerned, life-cycle sub motives like savings for 

improvement, housing, leisure travelling, consumer durable, education 

and business motives are found to be dependent on Age.  

3. The study finds that family size is positively correlated to life-cycle 

motive. So as the size of the family increases the saving on account of 

life-cycle motive also increases and vice versa. It is found that 

improvement, leisure, marriage, financial liability and tax motives are 

associated with family size. 
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4. The study also finds that there is no significant difference between the 

preference shown by males and females in the saving for life-cycle. 

The probit analysis finds that gender of an individual determines 

housing, business, improvement and financial liability motives. 

5. Locality is the third demographic factor considered and results show 

that there is no significant difference between the people residing in 

rural and urban areas for the preference shown to saving for life-cycle. 

It is found that, improvement, independence, business and tax motives 

are influenced by locality. 

6. Dependency ratio is the last demographic factor considered in this 

study and it is found that there exists no correlation between 

dependency ratio and life-cycle motive in totality. Study also finds that 

dependency ratio is associated with independence, retirement, 

consumer durable, education, marriage, leisure travelling and tax 

motive. 

7. Education is the first social factor taken in to consideration in this study 

and the results show that there exists no correlation between level of 

education and saving for life-cycle motive. But improvement (through 

investment and political career), leisure travelling, retirement, 

marriage, business, avarice and tax motives are influenced by 

education level of individuals. 

8. No significant difference is found between professionals and non 

professionals in saving for life-cycle motive in totality but study finds 
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that improvement motive (for better future and investment), 

independence motive, leisure (travel) motive and retirement motive are 

associated with profession of the individuals. 

9. Income level of individuals is considered as an important factor 

determining the savings of the individuals but this study finds that there 

exists no correlation between level of income and life-cycle motive.  

Saving for leisure traveling, investment for improvement and tax 

motive are found to be associated with the income level of the 

individuals. So also income determines improvement, marriage and 

business motives. 

10. Employment status is the second economic factor taken in to 

consideration in this study and it is found that people having different 

types of employment do not differ significantly in life-cycle motive. 

But the results reveal that there exists a relation between employment 

status and life-cycle sub motives like improvement, independence, 

housing, leisure traveling, consumer durable, education and business 

motive. 

11. Two components of wealth considered in this study and the findings 

show that there exists no correlation between both the components of 

wealth and life-cycle saving motive. The study finds that the first 

component of wealth is associated with the savings to buy flat/ house in 

future, savings to buy furniture/ car/ computer or other consumer 

durable items, saving to invest in order to earn additional income by 
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way of interest and/ or dividend, saving to avoid unnecessary 

expenditure, saving for marriage purpose, saving to build up political 

career and to invest and get tax rebate. The second component of 

wealth influences Children’s/dependent’s marriage and business 

motive. 

12.  As far as precautionary motive is concerned, no factor considered in 

this study is found to determine this motive making this saving motive 

the most important one. The study finds that saving for financial self 

reliance in case of difficulties, to make provision in order to face the 

risk of Sickness, for one’s old age support, to help dependents in 

financial difficulties and to prepare oneself to face emergency like loss 

of job or business are influenced by age of the individuals. 

13. Gender and locality are found to be associated with precautionary 

savings due to uncertain future income on account of over- all 

economic recession during the last few years. 

14. The study also finds that family size too influences motive to save to 

face risk of sickness and also for unforeseen expenses like accidents. 

Saving for sickness and accident, saving for old age support, uncertain 

income and uncertain expenditure show an association with 

dependency ratio. 

15.  Finding of this study shows that saving to safeguard future uncertainty 

in expenditure and saving to safeguard future uncertainty in income 

due to over- all economic recession for last few years are associated 
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with Education level and also with profession of the individuals. So 

also uncertainty of income and risk of sickness and accidents is 

determined by profession of the individuals. 

16. Savings for managing future uncertain expenditure and uncertainty of 

future income on account of job uncertainty is associated with income 

levels of the individuals and employment status of the individuals.  

17. An association is also found between wealth 1 and saving to cover the 

risk of unforeseen expenses like accident and saving as a precautionary 

measure to support oneself in the old age. Wealth 2 influences the 

saving to cover the ever increasing prices of goods and future expenses.  

18.  Results concerning bequest motive show that age and bequest motive 

are negatively correlated to each other. It is also found that age 

determines savings to create assets for children, to make jewellery for 

daughter/sister in wedding, to set up/ expand business to pass on and to 

leave money for the next generation. 

19. Gender does not make any difference in saving for bequest motive in 

totality. As for aspects of bequest motives, gender is associated with 

saving to be utilized for gift to children and relatives in the form of 

jewellery for one’s daughter’s/sister’s weddings and influences savings 

to create assets like house, land etc for the children and to set up/ 

expand business to pass on to the next generation.  
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20. Saving to safeguard one’s old age care through one’s child/ children is 

associated with locality and it also determines motive to save in order 

to set up/ expand business to pass on to the next generation.  

21. The study finds that family size is positively correlated to bequest 

motive. So as the size of the family increases the saving on account of 

bequest motive also increases and vice versa. It is found that family 

size determines the saving in order to utilize as gifts to children and 

relatives in the form of jewellery for one’s daughter’s/ sister’s wedding 

and  to safeguard one’s old age care through one’s child/ children. 

22.  It is also noticed that dependency ratio does not determine any sub 

motive of bequest motive. 

23. Saving to give gifts to children/ relatives and saving to safeguard one’s 

old age care through one’s child/ children and saving to give gifts to 

children/ relatives and saving to safeguard one’s old age care through 

one’s child/ children are associated with education and  saving to set 

up/ expand business to pass on is determined by education level. 

24. The study also finds that to savings in order to create Asset for 

children, Gift for children and relatives and saving to safeguard one’s 

old age care through one’s child/ children are associated with 

profession. 

25.  Results find that income level of the individual is associated with 

saving in order to safeguard one’s old age care by one’s children/ 

relatives and determines the savings to set up/ expand business to pass 
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on to the next generation. So also employment status is associated with 

saving in order to give gifts to children/ relatives, to set up/ expand 

one’s business which can be carried forward by one’s 

child/children/relatives and saving to safeguard one’s old age care 

through one’s child/ children. 

26. The study also finds that the first component of Wealth influences 

saving to create assets like house and other valuable assets which one 

can leave for one’s children/ relatives in the form of bequest. Wealth 2 

determines saving to set up and/or expand one’s business which can be 

carried forward by one’s children and also to leave money for next 

generation.  

 

7.2 Conclusion 

In the light of the above findings, the present study makes the following 

conclusions. 

1. Saving for life cycle motive is mainly correlated to age and family size. At 

the younger age people save more for life-cycle motive but as the age 

proceeds saving for life-cycle motive declines as some of their life-cycle 

needs get satisfied and people may prefer to save for precautionary reason 

which remains constant irrespective of age. The study concludes that people at 

the younger age primarily save for better future that is for their improvement, 

for leisure travelling, for housing that is to buy/ build house or flat, to buy 

consumer durable items needed, for education, marriage and also to set up 
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business as far as life-cycle motive is concerned. Along with this some saving 

is done for precautionary and bequest reasons too.   

2. Family size is positively correlated to saving for life-cycle motive 

signifying an increase in the saving for life-cycle motive with the increase in 

the size of the family. The study shows that improvement, leisure, marriage, 

financial liability and tax motives are positively determined by the size of the 

family. Although factors like gender, locality, dependency ratio, profession, 

education level, income, employment status and wealth does not show direct 

correlation with life- cycle motive, each of these factors determine some of 

the sub motives of life-cycle motive for which people like to save and hence 

indirectly these factors affect saving for life-cycle motive. 

3. Saving for improvement, independence, to start own business and to get tax 

rebate is determined by Locality to which people belong. Gender of the 

individual determines housing, business, improvement and financial liability 

motive and dependency ratio determines saving to finance one’s children’s/ 

dependents education. Dependency ratio also determines marriage motive, 

consumer durable, tax, leisure travelling and retirement motive. It is also 

found that Education level of the people positively influences improvement, 

marriage, business, avarice, tax, leisure travelling and retirement motives. 

More educated people like to save money for these life-cycle sub motives. 

Profession determines retirement, improvement, independence and leisure 

travelling motives. Higher the Income higher is the saving for leisure 

travelling, business, investment for improvement and to get tax rebate. 
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Employment status of the individual determines saving for improvement, 

independence, housing, consumer durable, leisure travelling, education and 

business motive. Wealth influences saving for housing, improvement, avarice, 

consumer durable, marriage, business and tax motives. As the wealth of the 

individual increases saving for above purposes also go up. 

4. This study firmly concludes that precautionary saving motive is considered 

as the most important motive of household saving. It is always preferred over 

other motives by individuals for different reasons. This conclusion is in line 

with the findings of earlier researchers. Saving for precautionary motive is not 

influenced by any demographic, social or economic factor. Individuals 

irrespective of age, gender, locality of stay, income level, employment status, 

profession and education level prefers to save predominantly for 

precautionary motive. The reasons for such precautionary saving may be 

different as this study finds, at younger age people prefer to save in order to 

safeguard their future due to risk of uncertain income and uncertain 

expenditure. People also save taking in to consideration unforeseen 

expenditures for sickness or accident or loss of job. As mentioned earlier, on a 

whole precautionary motive is not influenced by any of the factor considered 

in the study but some of its components are determined by certain factors. 

Precautionary savings for sickness, old age and uncertain future income are 

influenced by age. Locality and gender determine savings to safeguard 

uncertain future income. Family size influences precautionary savings for 

sickness and accident and dependency ratio influences motive to save in order 
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to safeguard one’s old age care, for uncertainty in future income and 

expenditure and sickness purpose. Similarly education and profession and 

income level of the individuals also influences saving in order to safeguard 

future uncertainty in income and expenditure. Profession also influences 

saving for sickness and accident. Employment status and wealth determine the 

savings for uncertainty in future income on account of risk of losing a job or 

business so also saving to safeguard one’s old age support.  

5. The study concludes that bequest motive also is an important saving motive 

as especially age and family size are directly correlated to bequest motive. 

Saving for bequest motive are inversely related to Age and positively related 

to family size. 

6.  Savings to create assts for children, to give gifts to children and relatives 

and to start or expand the business that can be carried forward by next 

generation is influenced by age. So also family size positively determines 

saving for bequest motive through gift to children and relatives in the form of 

jewellery for one’s daughter’s / sister’s wedding. 

7. Like life-cycle motive, savings for bequest motive are indirectly determined 

by various factors through its sub motives. Gender and locality influence 

savings to create assets for children and invest in business to be given as 

bequest. Locality also influences saving to safeguard one’s old age care 

through children and relatives. Education level and Profession of the 

individuals determine saving to give gifts to children/ relatives and also saving 

to safeguard one’s old age care through one’s child/ children.  
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 It is also found that income positively determines motive to save in order to 

invest in the business to be inherited to the next generation. Saving to 

safeguard one’s old age care through children/ relative depends on 

employment status of the individuals. Wealth of the individual positively 

determines the saving made to create assets for children/ relatives and also to 

set up/ expand the business which can be carried forward by one’s children. 

 

7.3 Suggestions for further research  

1. This study has taken in to consideration demographic, social and economic 

factors which can affect the household saving motives. It is also possible to 

take in to consideration some more factors like psychological factors for 

example attitudes of the individuals, personality structures, time horizon,  risk 

taking etc since saving decisions involve mental accounting and also other 

social and economic factors like religion, inflation etc it may go a long way 

enriching the contribution to the literature on saving behavior. 

2. As mentioned earlier wealth index calculated in this study is based on the 

data available for the researcher through questionnaire method. It was not 

possible for the researcher to collect information on various other possible 

components of wealth due to privacy of information from the side of 

respondents. If this difficulty is taken in to consideration and efforts are made 

to improve upon calculation of wealth index by using some different method 

or by taking help of available secondary data then it can enrich the future 

research in this area.  
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3. Although this study is variable oriented, the sample selected was Goa based 

where there might not be much difference in the mindsets of people belonging 

to rural or urban areas since many people residing in rural areas work in towns 

and hence it might have affected the findings of this study. Similarly since 

Goa is a literate state no much difference in the mindsets of males and females 

may be expected but in other places things may be different. Further research 

taking in to consideration these peculiarities might get some different results 

which can be tried out. 

4. This study takes in to consideration ‘Common Man’ meaning majority of 

the people as far as income level, wealth, education, employment is 

concerned. But special cases like big business families, etc may have 

altogether different pattern of saving which require special methods to 

analyze. This aspect can be taken in to consideration in future research. 

5. Studies emphasizing different modes of savings, preference shown by the 

people in various investments needs to be done in India since there is paucity 

of such studies in India.  
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QUESTIONNAIRE 

 

        

          I am conducting a research on ‘The Determinants of Household  Saving 

Motives- A Micro Level Study’ for Ph.D. degree under the guidance of  

Dr. P.K.Sudarsan, Reader in Department of Economics, Goa University. 

          I solicit your kind cooperation in responding to this Questionnaire. I 

assure you that your response will be kept strictly confidential and will be 

used only for academic purposes. 

          The results of the study will be shown only in statistical form and not by 

any individual(s). Hence, please feel free to answer all the questions. 

  

 Thanking you, 

 

 

 

 (Ms. Shilpa. R. Samant) 

 Lecturer ( Selection Grade) 

 Dhempe College of Arts and Science. 

 Miramar, Panjim- Goa. 

 

 

How to fill this questionnaire: 

- For the questions which have alternatives, please tick mark (√ ) in the 

appropriate Box. 

- For the questions having blank spaces for answers, please write your answer/ 

response.     

1.  Your Name and Residential Address: 

_______________________________________________________________ 

_______________________________________________________________ 

 

2.  Gender:- Male      Female  
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3.  Month and Year of Birth: ----------------------------. 

4.  Locality: Urban     Rural    

5.  Education:   a) Class I ---- VII  

   b) Class VIII ----X  

   c) Class XI --- XII  

   d) Graduation  

   e) Post-Graduation      

6.   Nature of Qualifications: 

 I)  Bachelors degree :- 

     a)  BA, Bsc, Bcom . Please write:----------. 

           b)  BE, MBBS, BArch, BFA, BBA or equivalent. Please write:---------. 

 II) Masters degree:- 

     a) MA, Msc, Mcom. Please write:--------. 

     b) ME, MD, M Arch, MBA or equivalent. Please write: ---------. 

7.  Employment status:-  

 a) Private                     

 b) Government     

 c) Semi Government / Government aided       

 d) Self employed       

 e)   Retired                           

8. Total Gross Income earned per month together by all the members of your 

family.  

(Here gross income means the total income earned from all the sources 

including income from bank deposits, assets, rent etc without any deduction 

like income tax, provident  Fund or any other deduction.)                                 
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 a)  Up to Rs 10,000/-  

 b)  Rs 10,000 to Rs 25,000/-   

 c)  Rs 25,000 to Rs 50,000/-  

 d)  Rs 50,000 to Rs 75,000  

 e)  Above Rs 75,000/-  

9.  Total number of members in the family living together.  ---------  

10. Total number of family members who are working and earning. --------- 

11. Total number of old/ retired members in the family. ---------- 

12. Number of people in the family who have retired and earning pension 

(income) or any other monetary earnings.  --------- 

13. Total number of school/college going children in the family.   --------    

14. Number of children who do not go to school as yet, if any    ---------     

15. Do you stay in  

      a) Own house      b) Rented house      c) own flat    d) Rented flat    

      e) Own Bungalow       f) Rented Bungalow      

16.  What is the approximate area of the house/ flat/ bungalow in which you 

stay?   

 a)  Up to 60 sq. mtr.  

 b)  60 to 100 sq. mtr  

 c) 100 to 150 sq. mtr.  

 d)  150 to 500 sq . mtr.  

 e)  Above 500 sq. mtr.  
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17.  How much of agricultural land do you possess? 

 a) Less than 1 acre                 

 b) 1 acre to 3 acre                      

 c) 3 acre to 10 acre                     

 d) Above 10 acre                        

 e) Not at all                                 

 18. Apart from where you are staying, how much of residential plot(s) do you 

own? 

a)  Less than 200 Sq. mtr.  

 b)  200 to 500 Sq. mtr.            

 c)  500 to 1500 Sq. mtr.          

 d)  Above 1500 Sq. mtr.     

 e)  Not at all                            

 19. If you own any residential plot apart from where you are presently staying 

then where is it located?  

 a) Village         b) Urban area        c) Semi- urban area       

20. Do you have any commercial area holding like shop/s, hall/s which can be 

rented out for exhibitions, weddings etc?  

 a) Yes         No      

21. If Yes, where is it located?  

        a) Urban area       b) Semi- urban area     c) Village     
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22. Do you have a vehicle(s)? 

 a) Yes        No     

 - If yes, how many?   a) Two wheeler/s --------- 

                                          b) Four wheeler/s ------- 

 - Please specify the make of your vehicle. a) Two wheeler/s ---------- 

            b) Four wheeler/s ---------- 

23. How often do you save?  (Here Saving is referred to difference between  

current Income and current expenditure or Income that is not consumed.) 

 a)  Weekly  

 b)  Monthly  

 c)  Yearly  

 d)  Occasionally  

 e)  Never   

24. In what way have you been saving in last two years?  Please tick mark (√) 

as many of following options as apply. 

 a)  Saving Account          

 b)  Stocks                         

 c)  Mutual Funds             

 d)  Fixed Deposits            

 e)  Saving Certificates      

 f)  Real Estate                   



                                                                        217 

 

          g)  Gold                             

          h)  Any other, Please specify   _________________________________ 

25. Who takes the saving decisions for your family? 

 a)  Head of the family.          

 b)  Whole family together including eldest members in the family.     

 c)  It is the decision of individual Income earner without discussion.   

 d)  If any other, please specify ________________________________. 

26. The head of your family is a  

 a)  Male    b) Female     

27. Do you have any Medical Insurance at present? 

 a) Yes       b) No      

28. This question is applicable to only those people who have children at 

present. 

In your opinion, which one of the following statement is most appropriate 

about you as a parent leaving a bequest to your children/ child.  

(Note: Bequest means leaving property or legacy to one’s next generation by 

will)        

a) If my child/ children take good care of me when I get old, I would like 

to leave him / her / them a considerable bequest.       

b) I would like to leave my child/ children a considerable bequest, 

irrespective of the way he / she / they take care of me when  

I am old.       
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c) I have no preconceived plan about leaving a bequest to my child/ 

children.     

d) I do not intend to leave a bequest to my child/ children.     

 

       - If your answer is other than the above, then please specify the same  
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A SCALE ON SAVING MOTIVES 

 

There are various reasons for which people save their hard earned money. 

Given below is a list of such possible reasons. Kindly read each of the 

reasons given below and decide how important each of them is to you. 

Indicate your choice on a five point rating scale ‘1’ being the ‘ Least 

important’, ‘2’ being ‘Important’, ‘3’ being ‘More important’, ‘4’ being 

‘Even more important’ and ‘5’ the ‘Most important’, by encircling the 

appropriate number given at the end of each statement. 

 

 

1. Saving will give me a better future. 1       2       3       4       5 

2. Saving increases my freedom to do what ever I 

want. 1       2       3       4       5 

3. With savings I do not ever need to ask others for 

financial help. 1       2       3       4       5 

4. I want to buy a flat/ house for myself in the future 

with the money saved. 1       2       3       4       5 

5. I want/ wanted to create assets like a house and 

other valuable assets which I can leave for my 

children / relatives. 1       2       3       4       5 

6. I save to cover the ever increasing future expenses. 1       2       3       4       5 

7. I can utilize saved money for adjustment of 

gradually increasing expenditure to maintain/ 

improve my lifestyle. 1       2       3       4       5 

8. Saving is necessary for me to cover the risk of 

sickness. 1       2       3       4       5 

9. Saving helps to cover the risk of unforeseen 

expenses like accident. 1       2       3       4       5 

10. I save for making a trip abroad. 1       2       3       4       5 

11. It is necessary to save to support myself in old age. 1       2       3       4       5 

12. I save to supplement my general old age pension 

and to be financially independent in old age. 1       2       3       4       5 
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13. Saving will help me to give money / gifts to my 

child / children / grandchildren / relatives. 1       2       3       4       5 

14. I want to visit different parts of India using my 

saved money. 1       2       3       4       5 

15. I want to buy a computer / furniture / car or other 

consumer durable items using my saved money. 1       2       3       4       5 

16. I save to cover the risk of possible decline in my 

future income. 1       2       3       4       5 

17. I save to make jewellery for my daughter’s / sister’s 

wedding to be given to her. 1       2       3       4       5 

18. Saving helps me to finance my children’s / 

dependents education. 1       2       3       4       5 

19. I want to use accumulated savings to start my own 

business. 1       2       3       4       5 

20. With savings I can help my children/ relatives if 

they face sudden financial difficulties. 1       2       3       4       5 

21. Saving will enable me to manage my child’s 

/children’s / dependents’ marriage ceremony 

independently. 1       2       3       4       5 

22. I save to set up/ expand my business which can be 

carried forward by my children. 1       2       3       4       5 

23. If I save I can manage the future expenses in a 

better way where prices of daily goods are ever 

increasing. 1       2       3       4       5 

24. Saving will help me to have sufficient money in my 

bank account to meet my financial liabilities. 1       2       3       4       5 

25. I save to visit temples/ for pilgrimage. 1       2       3       4       5 

26. I want to leave my saved money to my child / 

children /relatives. 1       2       3       4       5 

27. I want to invest the saved money to earn additional 

income by way of interest and dividend. 1       2       3       4       5 
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28. Overall economic recession during the last one and 

half year has made me think twice before spending 

and hence I save. 1       2       3       4       5 

29. 

 

I want to have savings so that my child / children / 

relatives will look after me well in my old age. 1       2       3       4       5 

30. I save since I do not like unnecessary expenditure. 1       2       3       4       5 

31. I want to utilize saved money to build a political 

career. 1       2       3       4       5 

32. Saving will help me to fulfill my requirements in 

case I lose my job or business. 1       2       3       4       5 

33. I am motivated to save in order to get tax rebate. 1       2       3       4       5 

 

 

 

           ---------------------------Thank you----------------------- 
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