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Abstract 

The household saving is a decision which is taken by the people to postpone their consumption of current 

income. Savings can be considered as one of the crucial tools which households utilized to accomplish their 

financial expectations in order to improve their financial wellbeing. There are many ways of accumulating or 

investing money, which can be identified as the deposits in bank accounts or building society accounts to saving 

in pensions, save in credit unions, invest in the stock market and many other saving sources. This study is an 

inspection of saving motives of Sri Lankan household in present economic situation. Briefly it can be explained, 

the harvest of the research will  provid the answer to the question of what is the most significantly affected 

saving motive which stimulate/ encourage people to save money? And it will be further declared how do these 

saving motives vary when household characteristics differ? As a conclusion it can be stated that this study is 

seeking answers for why do people save money in a broader sense (Research Problem). And the answer for, of 

what is the most significantly affected saving motive to stimulate people, for savings? The main purpose of this 

paper is to examine the most significant savings motive among households in Kalutara District. Data were 

collected through questionnaires by using hundred respondents. The factor analysis is explored to examine, what 

is the most significant savings motive among pre-determined savings motives of bequest, precautionary and life 

cycle using SPSS 17.  It has been identified the most significant savings motive of households in Kalutara 

district is the precautionary savings motive 
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INTRODUCTION 

The household savings is the portion of disposable income which does not spent on 

consumption but accumulated or invested in different sources. The decision of money is 

saving is an indicator to the economic performance of a country. Actually, savings are bad for 

economic growth in short term, which it reduces economic activities. But in long term 

perspective it has favorably effect to the economy, which generates the pool of money to 

lending and reduce the real interest rate. So it creates a healthy economy while go for 

sustaining economy. As for, characteristics of people are differed from one another and they 

take decisions rationally for their current and future betterment. Those different 

characteristics lead people to take decisions differently. People save money according to 

different reasons under diverse savings motives.  

John Maynard Keynes is a person who has discussed the comprehensive list of the savings 

motives which leads to change the role of the psychology of saving. He described eight main 

factors of a subjective character, which lead individuals to refrain from spending out of their 

incomes (Horioka and Watanabe, 1997).   

The research problem this study is why do people save money in a broader sense and it is 

expected to provide the answers for what is the most significant savings motive to stimulate 

people, for savings as the research question 

The main objective of this research is to identify the most significant savings motive which 

stimulates the savings of household in Kalutara district. And the sub objective is to analyze 

the association between demographical and socio economic characteristics of respondents 

with their motives for saving  

 

The organization of this paper is as follows; Section 2 theoretical and empirical review of 

saving motives, in section 3 conceptual framework and methodology, in section 4 data 

presentation, in section 5 is a brief discussion of the findings and finally section 6 is the 

recommendations 

 

THEORETICAL AND EMPIRICAL REVIEW 

The purpose of studying the theoretical and empirical research is to prove the content validity 

of this study. The reviews are organized in chronological order. 
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Xiao and Noring (1994); was examined the perceived saving motives and hierarchical 

financial needs in United State and has found that low income households were more likely 

to report saving for daily expenses, middle income households more likely to report saving 

for emergency and high income households more likely to report saving for purchase, 

retirement, children, and growth; after analyzing three income levels of the households. 

Horioka and Watanabe (1997) have found out that net saving for the retirement and 

precautionary motives, both of which are consistent with the life-cycle model and they are of 

dominant importance to examine the contribution of net saving for each of twelve motives to 

overall household saving in Japan 

 

Fifteen salient saving goals were identified by Canova, Rattazzi and Webley (2005) stated 

that the top of the hierarchy are abstract goals such as Self-esteem and self-gratification and 

bottom parts are concrete goals such as Purchase, Holidays and Money availability 

Fisher and Montalto (2010) figured out that the emergency and retirement saving motives 

were the saving motives that significantly increase the likelihood of saving regularly. 

Yao et al.  (2011) compared saving motives between Chinese and American urban 

households. The results were indicated that Chinese households were more likely to save 

money on precautionary and education saving motives than American households and the 

Chinese households with lower incomes were more likely to save on retirement saving 

motive. 

 

Hierarchical Structure of Saving Goals among U.S. Households has been studied by Lee 

(2012) and figure out the retirement/security goal was the most salient goal in both frequency 

and percent saved, followed by the emergency/saving goal, while the love/family and the 

esteem/luxury goals were less common, and likely to be secondary choices. 

 

Birkeland (2013) has studied about the saving motives of Dutch households and revealed that 

the precautionary saving motive to be the most important saving motive for individuals and 

the bequest motive, the calculation motive and the enterprise motives are saving motives that 

are less important for individuals in the Netherlands. 

 

The study conducted by Yao and Xiao (2014) revealed that emergency, children’s education, 

and retirement were the three most commonly reported saving motives.  
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Le Blanc et al., (2015) explored the role of household saving behavior of individual motives 

for savings in fifteen Euro Area countries. They have figured out that the most commonly 

reported saving motives are the precautionary saving and old-age provision motives, among 

all countries 

 

The analysis of the motives for savings and the attitudes of young Georgians towards saving 

was studied by Chudzian, Anioła-Mikołajczak and Pataraia, (2015) and found out the most 

often chosen saving motives were reasons related to daily functioning, making reserves for 

everyday needs, purchase of durable needs or regulating fees.  

 

METHODOLOGY 

The target population of the study is the whole population who are above 18 years old in the 

district and it was approximately 85535 people. The sample size was restricted to hundred 

(100) and the sample was selected under the convenience sampling techniques. The age 

criterion is applied because, as above 18 years of age can save in their own saving accounts in 

a bank. The respondents were selected by covering all fourteen (14) Divisional Secretarial 

Divisions in Kalutara district: Panadura, Beruwala, Kalutara, Horana, Bandaragama, 

Mathugama, Bulathsinhala, Dodangoda, Walallawita, Ingiriya, Millaniya, Palindanuwara, 

Agalawatta and Madurawala.  Questionnaires were distributed among 10 households which 

are above 18 years old, in each Divisional Secretarial Division. 

The Conceptual Framework 

 

 

 

 

 

 

 

Figure1: Conceptual Framework 
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Dependent Variables: The dependent variables of this study are savings motives. In the 

survey questionnaire, the respondents were asked to select the most significant savings 

motive among the given savings motives. The predetermined savings motives were 

Precautionary Savings motive, Bequest Savings motive and Lifecycle savings motive. 

Independent Variables: Eight variables are selected as the independent variables after the 

referring the empirical reviews [Yao and Xiao (2014)]. Eight independent variables were 

divided in to two categories demographic variables and socio economic variables. 

The study inspects age, gender, marital status and employment as the demographic variables.  

The classification of the socio economic variables is monthly income, main income source, 

health situation and whether family includes dependent children or not  

The Data Collection Method 

The research was conducted in the form of a survey in order to acquire primary data. 

Respondents were instructed to complete the questionnaire as intention to identify saving 

purposes. Respondents were asked to report their most important reasons for saving among 

selected savings motives named as precautionary savings motive, bequest savings motive and 

lifecycle savings motive. 

Hypothesis of this study for the sub-objective 

H1: There is an association between the demographic variables and bequest savings motive  

H1: There is an association between the socio economic variables and bequest savings motive  

H1: There is an association between the demographic variables and precautionary savings 

motive  

H1: There is an association between the socio economic variables and precautionary savings 

motive  

H1: There is an association between the demographic variables and life cycle savings motive  

H1: There is an association between the socio economic variables and life cycle savings 

motive  

Data Analysis Methods 

Statistical Package for the Social Sciences was analyzed the gathered data. The factor 

analysis was explored to examine the most significant savings motive among pre-determined 

savings motive of precautionary savings motive, bequest savings motive and lifecycle savings 
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motive .The association between the demographic and socio economic variables such as 

gender, age, marital status, employment, main income source, monthly income, depended 

children, health status [Cho(2009)] and the savings motives is determined through the chi-

square [ Xiao and Noring (1994), Yao and Xiao (2014), Fisher and Montalto (2010)] .   

 

The Pilot Survey 

A pilot survey was conducted to test the reliability of the questionnaire by using 12 

households in Mathugama and Dodangoda Divisional Secretarial during 5th of October to 11th 

of October in 2015 

Table 1: Reliability Statistics  

Sources: Survey Data 2016 

 

According to the SPSS software Cronbach’s alpha level of questionnaire of this study is 

0.857. It is indicates that higher reliability among the questions in the questionnaire and it is 

confirmed that questionnaire can continue for final data collection.  

DATA PRESENTATION AND ANALYSIS 

Main objective: The main purpose of this study is to identify the most significant savings 

motive among households in Kalutara district. It is determined by the factor analysis through 

SPSS software 

 

The Component Matrix illustrated the factor loadings for each variable. It is indicated 0.438 

values for bequest savings motive, 0.892 values for precautionary savings motive and .0841 

values for lifecycle savings motive. It is selected the strongest variable as the most significant 

savings motive. 

 

Reliability Statistics 

Cronbach's Alpha 

Cronbach's Alpha Based on 

Standardized Items N of Items 

.857 .842 25 
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Table 2: Component Matix 

Component Matrixa 

 Component 

 1 

Bequest .438 

Precautionary .892 

L_C .841 

Extraction Method: Principal Component Analysis. 

a. 1 components extracted. 

Sources: Survey data 2016 

The below table illustrate the summary of association each variable to each savings motive. 

Table3: Summary of Association between variables and savings motives 

 Variable Savings motive Reject H0 Do not reject H0 

 

Demographic 

variables 

 

Gender Bequest   

Precautionary   

Life Cycle   

Marital Status Bequest   

Precautionary   

Life Cycle   

Age Bequest   

Precautionary   

Life Cycle   

Employment Bequest   

Precautionary   

Life Cycle   

Socio-

economic 

variables 

Monthly  

Income 

Bequest   

Precautionary   

Life Cycle   

Main Income 

Source 

Bequest   

Precautionary   

Life Cycle   

Dependent 

Children 

Bequest   

Precautionary   

Life Cycle   

Health  

Status 

Bequest   

Precautionary   

Life Cycle   

Sources: Survey data 2016 
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DISCUSSION AND CONCLUSION 

The main purpose of this study is to identify the most significant savings motive. The 

respondents were asked to report their most important reason for saving among selected 

savings motives; Precautionary Savings Motive, Bequest Savings Motive and Lifecycle 

Savings Motive. After analyzing the records of the respondents through factor analysis, it is 

identified the most significant savings motive of households in Kalutara district is the 

Precautionary Savings motive. The analysis reveals that the second important savings motive 

is the lifecycle savings motive and least importance is given to the bequest savings motive.  

 

Precautionary motive is something that similar to the emergency savings motive.  The 

scholars such as Hariko and Watanabe (1997), Yao et al. (2011), Canova, Rattazzi and 

Webley (2005) and so on, identified the saving for uncertainties as the precautionary savings 

motive and Xiao and Noring (1994), Fisher and Anong (2012), Lee and Hanna (2013) and so 

on identified it as the emergency savings motive. 

 

The most of the theoretical and empirical researches all over the world confirmed that the 

precautionary savings motive as a magnitude savings motive. In 1975, Katona has identified 

the most significant savings motive is the emergency, followed by the desire to save money 

as the reserve of necessities, with saving for interest and bequest motive are unimportant. 

Horioka and Watanabe (1997) have recognized saving for the retirement and precautionary 

motives were dominant important savings motives after the investigation of twelve motives to 

overall household saving in Japan. Xiao and Noring (1994) also have verified the most 

frequently mentioned savings motives were saving for emergency, purchase, and retirement. 

Fisher and Montalto (2010) figured out that the emergency and retirement savings motives 

were the savings motives that significant while the bequest motive was not a significant 

savings motive. Yao et al. (2011) also confirmed that Chinese households were more likely to 

save money on precautionary and education savings motives than American households. 

Fisher and Anong (2012) have also expressed that precautionary and retirement motives are 

the most magnitude savings motives. Birkeland (2013) identified the precautionary motive as 

the most important savings motive and the bequest motive, the calculation motive and the 

enterprise motives are savings motives that are less important in the Netherlands. Yao and 

Xiao (2014), Le Blanc et al., (2015) also verify that precautionary motive is a significant 

savings motive. 
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So it is confirmed the major finding of this study is proved by the different researches all over 

the world. 

 

The study was analyzed four demographic variables; gender, marital status, age, employment 

and four socio-economic variables; main income source, monthly income, dependent children 

in a family, health status of the respondent with three savings motives Precautionary Savings 

motive, Bequest Savings motive and Lifecycle savings motive 

a) Bequest Savings motive 

The analysis has found that there is an association between the bequest motive and gender 

which indicates gender is variable that affect to the decision of saving money for their 

bequest.  

And also there is an association between the bequest motive and the dependent children. It is 

proven that whether family is consisted with dependent children or not is changed the 

decision to save money for the bequest 

b) Precautionary Savings motive 

 

The tests implied that neither of the demographic variable nor socio-economic variable is 

associated with the precautionary savings motive. 

 

c) Life Cycle Savings motive 

It is expressed that three variables are associated with the life cycle motive. There is an 

association between life cycle motive and marital status which imply that whether been a 

married person or not is affect to the decision of saving money for life cycle savings motive. 

Also employment and main income level of individuals are other two variables that have an 

association with the life cycle savings motive.  

RECOMMENDATIONS 

The results of this study mainly benefited to the banking industry in Sri Lanka. 

Introduce a separate fund schemes to save money for precautionary situations 
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The results revealed that the most of the people give their first priority to save money for 

their future uncertainties. So banks can be introduced a separate fund scheme to save money 

for the emergency situations. The countries like USA have introduced separate fund schemes 

to save money for the retirement, emergency situations and so on. So there is an opportunity 

to banks in Sri Lanka also to introduce a separate fund scheme for saving money in 

emergency situations. 

Promote savings accounts rather than fixed deposits 

Especially they can promote the savings accounts rather than the fixed accounts since people 

more concern on less maturity deposits schemes in order to withdraw their reserves in 

immediate situations. The fixed accounts also short term matured should promote among the 

people rather than long term matured fixed deposits 

 

Further Studies 

The main purpose of this study is to identify the main savings motive among households in 

Kalutara district.  This is one of the initial steps of searching savings motives in Sri Lanka so 

there will be more opportunities to start searching in this area. 

Further studies can examine the savings motives of upper middle class people to determine 

whether the main savings motive for their savings is for the bequest. Sri Lanka is a cultural 

country; so the most of the parents willing to save money for their children rather than 

anything else.  

This study is limited to the particular geographical area of Sri Lanka; so there is an 

opportunity to future researchers to expend their researches to all over the country in order to 

determine the most common reason to save money of Sri Lankans or can be examine the 

savings motives of another geographical area in the country 

The research only inspects three per-determined savings motives and there is a space to 

search what are the reasons to save money of Sri Lankans’ rather than pre determining 

savings motives or can be add other savings motives in order to explore the commonly 

accepted savings motive. 
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