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Abstract 
The present study aims at investigating the determinants of households’ 
saving in Multan district of Pakistan. Data of 293 respondents are 
drawn through field survey in 2009-2010 by adopting stratified random 
sampling technique. Questions are asked directly from head of 
household about their education level, family status, age, region of 
residence, assets, income etc. Sample contains information about rural 
and urban households. We have used extended model of Life Cycle 
hypothesis postulated by Ando and Modigliani (1963). Ordinary Least 
Square method is used for estimation. The analysis is made at two 
stages. At preliminary stage, descriptive statistics and correlation 
matrix are described. Multivariate analysis presents determinants of 
households’ saving in Multan district. It is concluded that Spouse 
participation, total dependency rate, total income of household and size 
of landholdings significantly raise household savings. Education of 
household head, children's educational expenditures, family size, 
liabilities to be paid, marital status, and value of house significantly 
reduce saving level of households. Our study also supports existence of 
Life cycle hypothesis. 
 

Keywords:  Life Cycle Hypothesis; Education; Income; Family Size; Marital Status; 
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I.  Introduction 
 Economic theory postulates that households' saving is the difference between 
households’ income and consumption. Income is household’s earnings that is earned 
from all his sources during a year. Sources of income can be salary from Job, business 
profit, corporate profit, interest payments, earning from farm production, crops’ earning 
etc. Consumption is the total amount of goods and services that is consumed by 
households during a year. Consumption includes expenditure on food, clothing, housing, 
rent, education, utility bills, traveling, ceremonies, health, recreation or charity etc. 
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Savings may be in many other sources like real estate, jewelry, bank balances, shares, 
live stocks, agricultural land etc. 
 
 Growth rate of the country is jointly determined by saving rate and incremental 
capital output rate in the dynamic model of Harrod-Domar. The role of saving is very 
critical in capital accumulation and economic development that is recognized in the "two 
gap" and classical growth models. In Neoclassical growth model, savings do not affect 
economic growth in steady state but there is high association between higher saving rate 
and more rapid growth of the economy in its movement towards long run equilibrium. 
According to Gersovitz (1988), in representing the evolution of developing countries, the 
transitional path is more meaningful than alternative steady states. Solow (1956) has 
suggested that savings influence growth of the economy, as higher savings lead to capital 
accumulation and hence economic growth. 
 
Table 1 Saving trends (As Percentage of GDP – Current Market Price) 
 

Years 1970's 1980's 1990's 2000's 2001 2003 2005 2007 2009 
Growth rate 4.8 6.5 4.6 4.8 3.1 7.5 5.8 3.7 4.1 
Total 
Investment 17.1 18.7 18.3 19.0 16.8 16.6 22.1 22.1 16.6 

National Savings 11.2 14.8 13.8 17.0 18.6 17.9 18.2 13.6 13.8 
Foreign Savings 5.8 3.9 4.5 2.1 -1.9 -1.3 4.5 8.5 2.8 
Domestic 
Savings 7.4 7.7 14.0 15.6 18.1 15.7 16.3 11.6 9.9 

Source: Economic Survey of Pakistan (2009-10) 
  
 Pakistan has been facing many critical problems in the present decade. The picture 
of the Pakistan’s economy is much clear from table 1. In 1970's, growth rate was 4.8 
percent, at the same time total investment, national savings, foreign savings and domestic 
savings were 17.1, 11.2, 5.8, and 7.4 percent of GDP respectively. In 1980's growth rate 
of Pakistan has been very high about 6.5 percent that is due to more investment from 17.1 
to 18.7 percent of GDP, more national saving savings from 11.2 to 14.8 percent of GDP, 
more domestic savings from 7.4 to 7.7 percent of GDP and very interestingly less foreign 
savings from 5.8 to 3.9 percent of GDP. In 2003, Pakistan has achieved a very high 
growth of 7.5 percent. It shows very ideal situation of the country. In this year, foreign 
saving is negative and very high domestic or household savings. But after 2003, foreign 
saving has started increasing, domestic savings are declined up to 9.9 percent of GDP and 
Pakistan has achieved growth rate of just 4.1 percent. That is relatively low due to less 
domestic savings. In the history of Pakistan, domestic or household savings have played 
an important role in capital accumulation and attaining high growth rate, as domestic 
savings decrease, capital accumulation also decreases and hence low growth rates of 
Pakistan as Solow (1956) has suggested. Many studies regarding Households’ saving 
behavior have been conducted at macro level in Pakistan. But few of them are conducted 
at district level. The objective of this study is to analyze determinants of household 
savings at micro level. 
 
 Apart from introduction, the rest of the paper is arranged as follows: section II 
portrays review of the literature; section III discusses data and methodological issues. 
Results are interpreted in section IV. Finally, conclusions and policy implications are 
given in section V.  
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II. Literature Review 
 In recent years, few studies have been presented both nationally and 
internationally on this issue using time series as well as cross sectional data. But still this 
issue is needed to be discussed more at micro as well as at macro level to find solid 
policy framework in the future. Keeping in view the importance of Households Saving 
Behavior in Pakistan, some empirical evidence from Pakistan and International Economy 
are reviewed here; 
 
 Keynes (1940) stated that savings depend upon disposable income. Duesenberry 
(1949) proposed that consumption/ saving was a function of ratio of current income to 
previous level of income. Friedman (1957) hypothesized that household savings was 
based on permanent income. Ando and Modigliani (1963) postulated that households 
were net dis-savers in their early and old age but they saved more in their middle age. 
 
 Davidson and Mackinnon (1983) highlighted two principal competing theories of 
low inflation those affect as the saving rates in order to see whether one or both of them 
could be shown to be false. They used seasonally adjusted quarterly data from 1st quarter 
of 1954 to 4th quarter of 1979 for Canada and United States. They used variables like 
Personal Consumption Expenditures, Personal Disposable Income and Personal Savings 
in their analysis. The study found positive relationship between interest rate and savings 
both in Canada and United States. 
 
 Bautista and Lamberte (1990) explored comparative saving behavior of rural and 
urban households in the Philippine. Family Income and Expenditure Survey for 1985 
were used as data sources. Sample of 16971 respondents were selected from 12 regions 
of Philippines. In Current Income model, Income was positively affecting, dependency 
ratio was found to be negatively affecting savings in all regions and value of MPS was 
ranged from 0.334 to 0.775. In Permanent Income model for all regions of Philippines, 
Permanent and Transitory income were inducing savings rates. It was also concluded that 
value of MPS for Permanent income was ranging from 0.218 to 0.548 and for transitory 
income, MPS was ranging from 0.388 to 0.803. 
 
 Burney and Khan (1992) examined the effects of various socio-economic and 
demographic factors on household savings in Pakistan. The authors used Primary data of 
total 16580 households out of which 7443 were urban and 9104 were rural households. 
Data was taken from Household Integrated Economic Survey (HIES) in 1984-85. 
Ordinary Least Square Method was employed as estimation technique. The study 
concluded that income, earning status of household head, occupation of household head 
and age square of household head were found to be positively related; and inverse of 
household income, dependency ratio, education levels of household head, employment 
status of household head, secondary earners in household and age of household were 
found to have negative relationship with households saving in urban as well as in rural 
Pakistan. It was also concluded that value of Marginal Propensity to save was 0.22 in 
urban Pakistan and 0.37 in rural Pakistan. 
 
 Kazmi (1993) made an attempt to observe impact of different macroeconomic 
variables on National Savings in India and Pakistan. Pooled data of India and Pakistan 
during the periods 1960 to 1988 were utilized. Ordinary Least Square Method (OLS) was 
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employed to estimate the saving model. The study concluded that Growth rate of real 
GNP, Exports, External Aid Inflows, Government Expenditures, Inflation rate, Real 
Interest rate and Terms of trade exerted positive influence on National Saving rate.  
 
 Azhar (1995) attempted to deal with various aspects of rural savings in Pakistan. 
The author gave evidence from other countries as well. The study concluded that rural 
households of Pakistan saved without considering size of their landholding and saving 
performance of rural households were better than the National Average. Brata (1999) 
showed saving behavior of rural industry households. Author conducted survey of 93 
respondents in 1996 from sub-district of Bantul. Study concluded that household Income, 
Education, Sex and Industry type had positive influence on household savings. Age, 
Square of age and role of industry in income had no impact on household savings. It was 
suggested that Govt. should develop rural industries to enhance savings and deliver credit 
for rural industries. 
 
 Orbeta Jr. (2006) examined relationship between household savings, family size 
and number of children in the house. Cross Sectional data was collected from Annual 
Poverty Indicator Survey (APIS) in 2002. At aggregate level, number of children and 
male household head contributed to the reduction in saving rates. Per Capita Income, Age 
of household head, Population per banking unit, Proportion of barangays with access to 
national highways, and urban dummy were significantly inducing saving rates.  
 
 Hasnain et al. (2006) evaluated the determinants of household saving in the 
process of economic development in the light of Pakistan’s experience during the period 
1972-2003. They used data arranged by State Bank of Pakistan, Economic Survey of 
Pakistan, and World Development Series during the years 1980-2003. Johansen Multiple 
Co-integration and Error Correction Model were utilized to estimate long run and short 
run relationships. The study found that Growth rate per capita income, per capita income 
and interest rate were positively affecting; young dependency ratio, old dependency ratio 
and inflation rate were negatively influencing public saving in the long run as well as in 
the short run. Error Correction term was found -0.05 suggesting that model would be 
converged towards long run equilibrium by taking 5% adjustment annually.  
 
 Fasoranti (2007) evaluated influence of rural saving mobilization on economic 
development of rural dwellers. Primary data through questionnaire were collected of 100 
respondents from 5 villages of Nigeria. Ordinary Least Square Method was used for 
estimation. Results showed that Income, Human Capital, Investment and Assets were 
positively contributing to total savings. It was also concluded that 98 percent variation in 
total savings was explained by Income, Human Capital, Investment and Assets. It was 
also suggested that rural dwellers should be properly mobilized to join co-operative 
societies. Newman et al. (2008) investigated the determinants of household savings in 
rural Vietnam. Cross Sectional data of 2324 households from 12 provinces of Vietnam 
were taken by Vietnam Access to Resources Household Survey (VARHS) in 2006. They 
did percentage analysis on collected data and concluded that wealthier households were 
more likely to save; negative effects of age of household head were found; no education 
effects were found; financial savings were low and share of formal savings were 
relatively small in rural Vietnam. It was suggested that Govt. should improve savings 
institutional framework. 
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 Sajid and Sarfraz (2008) investigated causal relationship between savings and 
output in Pakistan. They used quarterly data from 1st quarter of 1973 to 4th quarter of 
2003. The study used Co-integration technique and Vector error correction model to 
examine causality between output and National Savings. The results showed that there 
was long run as well as short run equilibrium relationship between different measures of 
Savings and level of output. 
 
 Khalek et al. (2009) contributed to literature on household savings as it was based 
on 2 samples depending on household home place. The authors collected observations of 
300 households in March-April 2007. Results showed that saving rates were dependent 
positively on household income and interaction term (Income × Gender). Household size, 
number of unemployed and gender were negatively affecting savings. Empirical results 
suggested no statistically significant effects of age, and square of age on household 
savings. It was also suggested that the self-financing of rural household activities might 
be due to lack of access to formal financial intermediaries. 
 
III.  Data Sources, Description of variables and Methodological issues 
a. Data Sources 
 To analyze the determinants of household savings, district Multan has been 
selected. It is situated in southern Punjab. It is having area of 3721 km2 and population 
16101805. Multan district has 98 union councils (50 Urban, 48 Rural). It is 215 meters 
above from sea. Multan is city of saints having Mausoleum of Hazrat Bahauddin 
Zakariya, Hazrat Shah-rukn-e-Alam and Hazrat Shah Shamas. Saraiki is the local 
language of this area. Sample of 293 is collected through stratified random sampling 
technique from urban and rural areas of Multan district. Researchers have conducted field 
survey of selected areas of Multan district. Out of 98 union councils of Multan district, 20 
union councils (10 Urban, 10 Rural) are selected randomly from two tehsils and four 
towns. Analysis has been done in two steps; first at Preliminary stage and second at 
Multivariate. At Preliminary stage, descriptive statistics, and correlation matrix are 
constructed. In multivariate analysis, we have run multiple regressions using Ordinary 
least Square method. 
 
b. Methodology 
 To observe households saving behaviour in Pakistan especially in Multan district, 
we have practiced Multivariate regression model. General saving function is explained 
below: 
  ),......,,,( 321 ni XXXXfY =  
Yi is dependent variable which is household saving in our study. 
X1, X2, ……, Xn are independent variables. 
We have used multiple regression model which is stated as follows: 
  ikki XXXY εβββα +++++= ..........2211  

 Where, α  is intercept and si 'β  are vectors of coefficients, X1, X2, …., Xn are 

explanatory variables and iε  is stochastic random term. Our regression model may have 
econometric problems like Multicollinearity, Heteroskedasticity and Autocorrelation that 
can be investigated and removed during estimation.  
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 Multicollinearity is very severe problem regarding Ordinary least square Method. 
If coefficient of correlation between X1 and X2 is in excess of 0.80, so there is severe 
problem of Multicollinearity [Gujarati (1995)]. It can be removed by dropping one 
multicollinear variable from the regression model. Heteroskedasticity can be detected by 
White test from E-Views 5. This problem can be removed by applying White 
Heteroskedasticity-Consistent Standard Errors & Covariance test from E-Views 5 [Heij et 
al. (2004)].  Autocorrelation may also be problem in regression model but in primary or 
cross sectional study it is not a serious problem [Greene (1992)]. Our study is based on 
Life Cycle Hypothesis postulated by Ando and Modigliani (1963). To examine the 
determinants of Household Savings (THS), we have formulated the following saving 
model based on extended life cycle model; 
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Table 2: List of Variables used in Household Savings Analysis 

Variables Description of Variables  
Dependent Variables 
THS A continuous variable used for Household Savings  
Explanatory Variables Expected Sign 

AGE A continuous variable used for Completed years of age of 
Household Head 

Positive 

SQA Square of Age in Completed years of age. Negative 

EDU A continuous variable used for Completed years of Education 
of Household Head. 

Negative 

RR 
A Dummy variable for Region of Residence 
=1  If Household belongs to Urban Area 
=0  If Household belongs to Rural Area 

Positive 

MAR 

A Dummy variable to represent Marital Status of Household 
Head 
=1 If Household Head is Married. 
=0 If Household Head is Un-married. 

Negative 

LAB A continuous variable for Liabilities to be paid by Household 
Head. 

Negative 

FMR It is ratio of Total Female Members in House to Total Males. Positive 

SPT 
A Dummy variable for Spouse Participation. 
=1 If Spouse is actively participating in Economic activity 
=0 If Spouse is not actively participating in Economic activity 

Positive 

TYH A continuous variable for Total Income of Household Positive 

EEX A continuous variable for Children’s Educational Expenditures 
by Household Head 

Negative 

FSZ A continuous variable for Household/ Family Size Negative 
TDR It is Ratio of Total Dependents to Total Household Size Negative 
SLH A continuous variable for Size of Land Holdings Positive 
VHS A continuous variable for Value of House Negative 
NLS A continuous variable for number of Live Stocks in Household Positive 
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IV.  Results and Discussion 
A. Preliminary Analysis  
 At preliminary stage, we have prepared descriptive statistics and correlation matrix 
of some selected variables.  
 
Descriptive Statistics 
 Descriptive statistics discusses the numerical data of one variable with a frequency 
distribution. Table 3 explains Mean, Median, Minimum, Maximum, and Standard 
Deviation of data series. Table interprets that average Age of household (AGE) is 41.80 
years, average completed years of Education (EDU) is 8.92 years, average Children's 
educational expenditure (EEX) are Rs. 4761.58 per month, average Female to male ratio 
(FMR) is 1.05, average Liabilities to be paid (LAB) are Rs. 846.68 per month, average 
Family size (FSZ) is 6.62, average Size of land holdings (SLH) are 6.47 acres, average 
number of livestock (NLS) are 2.32, average households saving (THS) are 17771.39 per 
month and average dependency rate per household (TDR) is 0.43. Column 2nd shows 
middle values of data series. Mean and median values of age are almost same, age had 
less variability on the average and households’ surveyed are on the average of same age. 
Education levels of households are also same on the average. Mean and Median values of 
Female to male ratio, Family size, Marital status, and Total dependency rate are little 
changed, it shows that Female to male ratio, Family size, Marital status, and Total 
dependency rate of each household are moderately changed with little variability on the 
average. Size of land holdings, liabilities to be paid, number of livestock, region of 
residence, spouse participation, total income of household, and household savings have 
on the average more variability among households. Minimum values of age, education, 
female to male ratio, family size, total income of household, total dependency rate and 
savings are 17, 0, 0, 1, 2500, 0 and -4020 respectively. Maximum values for age, 
education, female to male ratio, family size, marital status, size of land holdings, number 
of livestock, spouse participation, total income of households, total dependency rate and 
savings are 75, 21, 6, 28, 1, 250, 150, 1, 1038333, 0.80 and 775700 respectively.  
 
Table 3 Descriptive Statistics of Some Selected Variables 
  MEAN  MEDIAN MAXIMUM MINIMUM  STD. DEV. 
AGE 41.80 41.00 75.00 17.00 12.04 
EDU 8.92 10.00 21.00 0.00 5.66 
EEX 4761.58 1840.00 80500.00 0.00 8290.30 
FMR 1.05 0.80 6.00 0.00 0.86 
FSZ 6.62 6.00 28.00 1.00 3.20 
LAB 846.68 0.00 22000.00 0.00 2817.03 
MAR 0.91 1.00 1.00 0.00 0.28 
RR 0.39 0.00 1.00 0.00 0.49 
SLH 6.47 0.00 250.00 0.00 22.60 
NLS 2.32 0.00 150.00 0.00 9.45 
SPT 0.36 0.00 1.00 0.00 0.48 
TYH 47877.56 30066.67 1038333.00 2500.00 86012.97 
VHS 3132594 2000000 30000000 0.00 4180922.00 
THS 17771.39 6310 775700 -4020.00 62693.62 
TDR 0.43 0.50 0.80 0.00 0.22 
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Correlation Matrix 
 Correlation matrix illustrates Bivariate relationship between two independent or 
independent – dependent variables. Correlation matrix examines the extent or direction of 
relationship among two variables and how one variable is related to another. Correlation 
matrix also indicates problem of Multicollinearity. If coefficient of correlation among 
two explanatory variables have absolute value equal or above 0.80, there is severe 
problem of Multicollinearity. Table 4 presents correlation among some selected variables 
and verifies no problem of Multicollinearity, as all values are less than 0.66. The variable 
Value of household assets is dropped due to High Multicollinearity with Total Income of 
Household. But to trace out effect of Household assets, we have used other variables like 
Value of House, number of live stock, and size of landholdings as they are not 
Multicollinear with each other. 
 
Table 4 Correlation among some Selected Variables 

VARIA- 
BLES AGE EDU EEX FMR FSZ LAB MAR RR SLH NLS SPT TDR VHS TYH 

AGE 1.00              

EDU 0.09 1.00             

EEX 0.18 0.30 1.00            

FMR 0.05 0.11 -0.03 1.00           

FSZ -0.10 -0.13 0.13 -0.02 1.00          

LAB 0.02 0.16 0.23 0.07 -0.10 1.00         

MAR 0.41 0.01 0.03 0.14 -0.05 0.07 1.00        

RR 0.27 0.49 0.19 0.07 -0.17 0.01 0.04 1.00       

SLH 0.09 0.07 0.44 -0.06 0.05 0.16 0.03 -0.09 1.00      

NLS 0.07 0.00 0.33 -0.04 0.16 -0.01 0.01 -0.16 0.54 1.00     

SPT -0.04 -0.26 -0.11 -0.01 0.18 0.04 0.20 -0.38 -0.06 0.06 1.00    

TDR -0.04 0.04 0.01 0.01 0.10 0.11 0.02 -0.05 0.02 -0.02 -0.02 1.00   

VHS 0.18 0.34 0.41 -0.02 0.00 0.17 0.03 0.25 0.51 0.37 -0.14 -0.03 1.00  

TYH 0.14 0.24 0.55 -0.05 0.07 0.20 0.02 0.06 0.63 0.66 -0.11 0.00 0.59 1.00 

 
B. Multivariate Analysis: 
 Based on households’ survey conducted by the researcher, this section provides 
some important microeconomic determinants of household savings in Multan district. 
Table 5 portrays the results of study which are arranged in five columns. The 1st column 
indicates the explanatory variables, 2nd column is about value of coefficients, standard 
errors are given in third column. For reliability of our coefficient values, two tailed t-test 
is used whose values are given in 4th column. It determines whether we may reject or may 
not reject null hypothesis at some level of significance (1%, 5%, 10%). For level of 
significance, we have included probability values in 5th column. 
 
 The table 5 presents the determinants of households saving behavior. The study 
reveals that there is positive relationship between age of household head (AGE) and 
household savings but insignificant. Age squared is negatively related to savings but also 
has insignificant effect. This negative sign with squared of age (SQA) explains non linear 
relationship between age of household head and household savings (THS). AGE appears 
to have life cycle effect on saving level of household. As age of household head (AGE) 
increases by 1 year, his savings will increase by about 597.54 rupees on the average per 
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month. As household head becomes old, his saving will start declining as evident from 
our empirical analysis. Threshold level of age of household head is calculated about 60 
years of age. At the age of 60 years, household heads can save at its maximum level in 
our study area. It may have different explanations, as household head is becoming old, 
his experience is increasing year to year, and household can earn more income and save 
more ultimately. His children have also grown up till this age, they all are working and 
earning together in the same house. But after age of 60 years, household head has not 
much potential to continue job and may be retired. He may survive only on his pension or 
saved income. So saving level will ultimately decline due to decrease in economic 
participation of one household member. Similar results are found in earlier studies like 
Brata (1999). 
 
 Education of household head (EDU) is expected to exert negative impact on 
household savings (THS). This is largely confirmed by our results given in table 5. More 
educated household heads are significantly less likely to save. Educated household heads 
would like to spend more on their children's education and wish to provide higher studies. 
In this way, they spend more and save less. One more year of education is attained by 
head of household, on the average reduces savings by 258.84 rupees per month. Our 
interpretation is in line with the literature [Burney and Khan (1992)]. In terms of 
relationship between children's educational expenditures (EEX) and household savings, 
our results suggest that more children's educational expenditure (EEX) reduce saving 
level of households (THS). This could imply that an increase in monthly children's 
educational expenditure of one rupee is associated with a decrease of savings by 1.26 
rupees. Households have to spend on their children's educational expenditures like books, 
monthly education expenditure, tuition fees, stationary items, traveling etc from their 
income. So, educational expenditures reduce household savings in nutshell.  
 
 We have found positive relationship between female to male ratio (FMR) and 
household savings (THS). But results are not statistically significant. The present study 
area is mostly captured by landlords. Landlords mostly don’t allow their female to work 
in their fields. That's why this variable does not have any significant impact on household 
savings in Multan district. Theoretically, it was expected that the family size (FSZ) and 
household savings (THS) are inversely related. So, family size is significantly negatively 
associated with Household savings. It can be interpreted as a rise of one family member 
is associated with decline of savings by about 794.38 rupees on the average. It is socially 
evident as well that only one person is responsible for all type of financial matters for the 
family in our study area. If family size is much large households can not save much 
amount of money than having small family size. Family size is also a major cause of 
fewer saving. Our results identify significantly inverse relationship between liabilities 
(LAB) and household savings (THS). Households save less in order to pay back their 
liabilities. On the average, ten rupees rise in liabilities to be paid reduce monthly saving 
level by 13.20 rupees. This has very simple explanation; households have to pay back 
their liabilities from their total current and permanent income. After paying that due 
installment, its disposable income will not be as much as before. This will cause a decline 
in households saving level. 
 
 Marital status (MAR) is negatively and significantly correlated with the household 
savings (THS). Married household heads are less likely to be able to save. Our results are 
more consisted to our expected hypothesis. Married household heads can save less by 
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about 6437.89 rupees each month. Rs. 6437.89 is basically increased expenditures due to 
marriage. But after marriage, his daily expenditures will increase; he has to take care of 
family, his responsibilities towards family will increase, he can not save much amount of 
money that he was supposed to save previously. Spouse Participation (SPT) exhibits 
significant positive coefficient in saving equation. Spouse participation is positively 
influencing saving level of households (THS). Actively participation of spouse leads to 
2839.67 rupees rise in household savings on the average. Spouse is very active and main 
member of the family. If she is also taking part in economic activity with her husband she 
can not only run her house in better way but also contribute with her husband in earning 
more disposable income and hence more household savings due to spouse participation. 
Region of residence (RR) has turned out to be insignificant factor and has positive sign 
which reflects increase in saving level (THS) when household head is living in urban 
areas. Normally people living in urban areas can earn and save more due to much earning 
opportunities but in Multan district, urban region of residence does not have any effect on 
household savings because it is big city but not like Lahore, Islamabad and Karachi that 
have vast opportunities due to big industries, tourist places, hotels, parks, modern cultures 
etc. Our results are consistent with Orbeta Jr. (2006). 
 
 Total dependency rate (TDR) has very strange results in our study area. It has 
positive influence on household savings (THS). It indicates that people in study area are 
much responsible in providing the future needs of their dependents. It is expected that 
they save more and more for precautionary measures.  They have to support their 
dependents in meeting disease, educational and marriage expenditure. The coefficient of 
TDR is positive and statistically significant. One point rise in Total dependency rate leads 
to about 5479.03 rupees more savings. From table 5, it seen that household savings are 
also affected by Income level of household (TYH). It has positive coefficient and has 
causal relationship between savings (THS) and Income. Results show that one rupee 
increase in income tends to raise household savings by about 0.63 rupees because 
households' capacity to save increases with rise in Income level. MPS for household 
saving equation is 0.63 indicates that 63 percent portion of total income is saved each 
month on the average. Similar positive results are found by Bautista and Lamberte 
(1990), Burney and Khan (1992), Brata (1999), Fasoranti (2007), Sajid and Sarfraz 
(2008), Khalek et al. (2009) with varying MPS values 0.0078, 0.0572, 0.22, 0.37, 0.455, 
0.775, 0.803, 0.886, 0.94 etc.  
 
 Direct relationship is found between size of land holdings (SLH) and household 
savings (THS). The results suggest that households having more land holdings can save 
more than the households have less land holdings. Households with one more acre of 
land can save 687.38 rupees more on the average. Study area is basically the agriculturist 
area. Wheat, cotton, sugar cane and sun flower etc are main crops of this area. People 
having more land holdings can earn very handsome amount of money through out the 
year. They have much capacity to save more in response of more land holdings. Khalek 
et al. (2009) have also found same results. A quite strange result emerges with the value 
of house (VHS) that demonstrates lower savings due to more value of house. But it has 
very little effect on savings of households (THS). This could imply that more value of 
house demonstrates lowering saving level of households. 10000 rupees rise in value of 
house on the average reduces monthly savings by just 5 rupees. Because houses must 
require some amount of money for maintenance, that amount will be definitely spent 
from total income and it will reduce saving level. Much costly houses need few more 
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rupees for maintenance. In contrast, there is no significant correlation between number of 
live stocks (NLS) and savings (THS) but relationship is positive that means live stocks 
are also a source of income and generate some amount of money for households and is a 
reason for more savings. But in the study area number of live stocks has no impact on 
saving level. It may be due to less accumulation of live stocks by the households of this 
study area.  
 
 Explanatory power of regression model is measured by R2 (0.97), that shows our 
explanatory variables are explaining 97 percent variation in our dependent variable. 
Overall significance of the model is examined by F-Statistics which is significant at one 
percent level of significance. 
 
Table 5 Dependent variable Household Savings (THS) 
 
Variable Coefficient Std. Error t-Statistic Prob. 
Constant -11734.25 6257.509 -1.87 0.06 
AGE 523.10 346.4443 1.50 0.13 
SQA -4.72 3.867810 -1.22 0.22 
EDU -300.47 144.9025 -2.07 0.03 
EEX -1.32 0.166402 -7.94 0.00 
FMR 733.71 496.0903 1.47 0.14 
FSZ -879.39 317.2816 -2.77 0.00 
LAB -1.32 0.220721 -5.99 0.00 
MAR -6456.42 2784.029 -2.31 0.02 
SPT 2751.32 1516.664 1.81 0.07 
RR 2412.32 2192.526 1.10 0.27 
TDR 5479.03 3416.338 1.60 0.10 
TYH 0.63 0.072279 8.83 0.00 
SLH 649.38 230.2624 2.82 0.00 
VHS -0.0005 0.000279 -1.89 0.05 
NLS 83.14 227.0639 0.36 0.71 
R-squared 0.97     F-statistic 665.84 
Adjusted R2 0.97     Prob (F-statistic) 0.00 
Observations 293   
Results are estimated using Eviews-5 
White Heteroskedasticity-Consistent Standard Errors & Covariance 
 
V.  Conclusion and Policy Implications 
 The study analyzes determinants of household savings based on data collected 
from Multan district through stratified random sampling technique in 2009-2010. We 
have found that our study supports life cycle hypothesis. Age has positive relationship 
and square of age is negatively related to household savings. Education of household 
head, children's educational expenditures, family size, liabilities, marital status and value 
of house are significantly and inversely affecting household savings. Spouse 
participation, total dependency rate, total income of household, size of land holdings have 
significantly direct relationship with household savings. Female to male ratio, region of 
residence, and number of live stock have insignificant impact. MPS value is recorded 
0.63 for Multan district. Based on our results, study suggests that: 
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i. Govt. should provide basic health and nutrition facilities in work places so that 
they can work in healthy environment up to old age and increase their saving 
level. 

ii. Govt. should provide free education and scholarships to the students at school, 
college and university levels. So that household can save more rather than 
spending on their education. 

iii. Govt. should create such type of earning opportunities that households can work 
part time, hourly, weekly and full time for more savings. 

iv. Govt. should give micro loans and land to poor people for cultivation. 
Especially, loans and subsidies should be given to small farmers for enhancing 
dairy or live stock farms. 
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