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Abstract 
Saving and Investment are two main macroeconomic variables that are 
helpful in price stability and promotion of employment for the under 
developed country like Pakistan. The purpose of our study is to answer 
the question that how labor class, job holders', business class and 
farmers' class of Pakistan decide about saving in their daily life. To 
explore the dynamics of decision about saving, authors have brought 
together sample of 376 respondents from rural and urban areas of 
district Multan using stratified random sampling technique. The study 
follows and proves life cycle hypothesis that is visible with positive sign 
of Age of respondent and negative sign of age square for all earner 
groups. The study concludes that children's educational expenditures, 
family size and liabilities to be paid by household head are reducing 
factors for savings of labor class while value of assets and income of 
household are features those are inducing labor class savings 
significantly. On the other side, job holder households are likely to 
save more in response of Spouse participation, total income of 
household and value of all physical assets. Children's educational 
expenditures, liabilities to be paid by household head and marital 
status are the aspects those are inversely associated with job holders' 
saving. Business class savings rise in response of only income and fall 
due to education, children's educational expenditure, liabilities and 
marital status. There is positive contribution of spouse participation, 
total income and value of assets with farmers' class savings. On the 
other hand, farmers' class can save less due to their education, 
children's educational expenditure, family size, liabilities, marital 
status and region of residence. It is also suggested that Govt. should 
pay more attention towards free education and also towards industrial 
development of Pakistan.  

 
Keywords:  Life Cycle Hypothesis; Labor Class; Job Holders; Business Class; 

Farmers' Class; Family Size; Income; Value of Assets; District Multan; 
Liabilities; Spouse Participation  



220      Pakistan Journal of Social Sciences Vol. 30, No. 2 

I.  Introduction 
 Household savings as well as National Savings, both are important to maintain 
higher level of investment which is key determinant of Economic Growth. Although 
Savings of Pakistan decreased during last decade as compared to many developing 
countries but Pakistan had presented a very different and unique picture of obtaining high 
economic growth in past years. Pakistan’s performance during past few years was very 
drastic while achieving growth rate of 6 percent annually. Although low saving rates have 
been seen in Pakistan but little attention is given to find key determinants of low savings 
in Pakistan at district level. 
 
 A high income elasticity of saving is the third indivisibility in Rosenstein's theory. 
A high minimum size of investment requires a high volume of savings. This is not easy to 
achieve in underdeveloped countries because of low incomes. To overcome this, it is 
essential that when incomes increase due to an increase in investment, the marginal rate 
of saving should be very much higher than the average rate of savings. According to 
Nurkse, a country is poor because it is poor. Being poor, a country has little ability or 
incentive to save. The low saving leads to low level of investment and to deficiency of 
capital. The low investment leads to low level of productivity. When the productivity per 
worker is low, the real income will obviously be low and so there poverty and vicious 
circle is complete. 
 
 Services sector of Pakistan's economy accounts for about 53 percent of the GDP 
and more than 60 percent of the population of the Pakistan is engaged in services sector. 
Having immense population implicated in this sector, to discover the features ascertain 
saving behaviour of the households of services sector necessitate solemn deliberation. 
The intention of this research is to discover the socio economic and demographic factors 
impinge on saving behaviour of services sector, business sector and farmers' class in 
Pakistan.  
 
 A brief appraisal of the present study is portrayed as follows: Section II gives 
comprehensive detail about previous literature. Econometric specification, data and 
sample are described in section III. Section IV contains data characteristics, and 
determinants of saving of various earner groups. Final and V section furnishes some 
concluding remarks and policy recommendations. 

 
II.  Literature Review 
 Study of determinants of saving behaviour has been subject of research by many 
economists in the past. They have concluded several factors affecting saving behavior in 
different regions of the world using time series and cross sectional data. Some of them 
are reviewed very comprehensively here in the followings. 
 
 Raut and Virmani (1989) tried to verify hall hypothesis that changes in interest had 
effect on consumption or saving. The study concluded that saving or consumption of 
households were inversely affected by inflation. Households tended to save more amount 
of money due to higher real interest rate. 
 
 Engelhardt (1996) described the effect of the cancellation of the registered home 
ownership savings plan (RHOSP) and Canadian tax subsidized saving program on 
household saving. The author concluded that tax subsidy gave positive influence on 



A. B. Basit, Furrukh Bashir, Fatima Farooq      221 

household savings and national savings. Age, income, married marital status, never 
married, post secondary education, post secondary diploma and university education also 
found to have positive impact on savings.  
 
 Attanasio and Brugiavini (2003) provided new evidence on the substitutability 
between private and pension wealth by exploiting the Italian pension reform of 1992 and 
their effects on saving rates. Saving rates were found increasing as a result of reduction in 
pension wealth. Substitutability was particularly high for workers having age 35 – 45 
years. 
 
 Chowa (2006) investigated saving performance among participants in a matched – 
saving program in Uganda, modeled after the Individual Development Accounts (IDAs) 
in the United States. The author collected sample of 145 respondents. Saving 
performance were found significantly different among men and women; married and 
unmarried participants and also among different levels of education represented. No 
significant difference in saving performance was found based on types of work engaged. 
 
 Juster et al. (2006) estimated how much of the decline in the personal saving rate 
could be explained by the capital gain households received during the stock market boom 
of the 1980s and 1990s when real equity prices quadrupled. Survey of 35000 individuals 
had been conducted in the years 1984, 1989, and 1994. Age, married marital status, net 
transfers, inheritances and income were positively influencing household savings. While 
savings were inversely affected by divorced marital status, total capital gains, housing 
capital gains, stocks capital gains, and own pension.  
 
 Maki (2006) clarified changes in the Japanese household behavior in 1980s and 
1990s through empirical investigation of available data on consumption and saving using 
micro data sets of National Survey of Family Income and Expenditure. Results of the 
study indicated that Annual income and assets were a great cause of declining savings in 
1989 and 1999. But most of the times and in 1984 and 1994, Annual income and assets 
were bound to cause an increase in national savings.  
 
 Gonzalez and Ozcan (2008) aimed to test empirically the effect of an increase in 
the risk of marital instability on the saving behavior of married individuals. They picked 
sample of 2800 married couples from 1994 – 2001. The sources of data were "Living in 
Ireland survey for the Irish and European commission Household panel survey". 
Religious family, higher income level, age, female sex, risk of marital break up caused an 
increase in household savings. While Non religious and larger family size tended to have 
inverse effect on household savings.  
 
 Chamon and Prasad (2008) combined the empirical results with some 
macroeconomic data to discuss possible implications for the evolution of household 
saving in china. The authors used urban household surveys (UHS: 1986 – 1997). They 
selected sample size of 70502 respondents.  Income and health risk were positively 
related to urban household savings while Head Aged between 55 – 59, 60 – 64, 65 – 69, 
log of household size, share members aged between 0 – 4, 10 – 14, 15 – 19, and 60 plus 
contributed to the reduction in urban household savings.  
 
 Mishra and Chang (2009) empirically investigated the effects of farm income 
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variability, farm size and other socio – demographic characteristics on the precautionary 
saving behavior of farm households and estimated the influence of identified factors on 
the amount of savings by self employed farm households. They used Agricultural 
Resource Management Survey (ARMS) for data collection in 2003. Their results 
suggested that the farm households facing higher income risks were motivated to save 
more and also to accumulate more wealth. Education of operator and Spouse resulted 
positive impact on decision to save. Farm households specialized in cash grains were 
more interested in precautionary savings. 
 
 Rehman et al. (2010) analyzed the determinants of household savings at micro 
level. Sample of 293 households had been collected from Multan district through authors' 
own conducted survey in 2009 – 2010. Ordinary least square method was employed as an 
estimation technique. Age Squared, Education of household head, children's educational 
expenditures, family size, liabilities to be paid by household head, married marital status, 
and value of house were the factors declining per month household savings. There was 
increase in household savings due to Age of household head, female to male ratio in the 
house, spouse participation, urban region of residence, total dependency rate, total 
income of household, size of land holdings and number of live stocks.  
 
 Negrusa and Oreffice (2010) studied how sexual orientation was associated with 
household savings, and also indicated difference in savings behaviour across types of 
couples; i. e. gay, homosexual and heterosexual married. Data source was US Census for 
the year 2000. Regression analysis was applied on sample of 111514 individuals. Age of 
head, age of partner, education of head, education of partner, and income of head were 
leading to higher savings. Homosexual and Gay partners were more likely to save more 
amounts. On the other hand, there were fall in saving in response of household size, 
disability of head, and income of partner.  
 
 Chaudhry et al. (2010) discussed the determinants of national savings and also 
traced out the long run and short run saving relationships in Pakistan. Time series data 
was utilized from 1972 – 2008. Johansen Co-integration test and Error correction model 
were applied on the collected data set. It was concluded that Consumer price index, 
exports, worker remittances, rate of interest and Government consumption were inducing 
National savings of Pakistan while public loans had inverse effect on savings.  
 
 Baldocci et al. (2010) examined the likely impact of expanding social programs on 
household consumption/ savings in china. Their analysis were based on panel of 24 
OECD countries over 1990 – 2008 using Household Income survey data. They concluded 
in their study that per capita income (GDP) growth, private credits, old age dependency, 
young age dependency, total public social spending, Government saving, public health 
spending, and social protection spending were associated with lower savings. Public 
education spending played role in enhancing savings. 
 
 Sabri (2010) identified and compared savings behavior; the financial problems 
experienced by students; explored the influence of financial literacy on saving behaviour 
and financial problems. Multiple regression analysis was made on the sample of 350 
students. Saving behaviour of students were directly affected by their financial literacy, 
childhood consumer experience, female sex, and only child. Students were likely to save 
less having Chinese ethnicity, spending pattern (3 – 5 items) and spending pattern (less 
than 2).  
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III.  Econometric specification, data and Sample 
 We begin this section with the discussion of data sets. The availability of data is 
really serious issue in all underdeveloped countries like Pakistan especially about income, 
expenditure and savings. For data collection, authors themselves have conducted survey 
of District Multan in November 2009 – March 2010. It is located at centre of the Punjab 
Province of Pakistan. Total 20 union councils have been randomly selected from rural 
and urban areas for data collection out of 98 union councils of Multan district. Sample of 
376 respondents are selected using stratified random sampling technique. Specific 
respondents are selected for the data collection who was engaged in services sector, 
business sector and farmers' class. Service sector households are further divided into two 
groups. One group of the respondents is just working on daily basis and getting their 
daily wages according to their work called Labor class. Secondly those respondents are 
selected who are hired on monthly basis and they get their salaries at the end of each 
month called Job holders. Respondents those have their own small business (shops etc) or 
big business are considered in business class and lastly, land lords and farmers cultivating 
their own land or of other are farmers' class. Out of 376 respondents, 60 are labor class, 
129 are job holder households, 60 are business class and 127 are farmers. Survey of these 
respondents provides information for a number of variables, including detailed 
information on income and consumption expenditures. It also offers socio – economic 
and demographic information about Savings, Age, Education, Children's educational 
expenditures, family size, female to male ratio, region of residence, marital status, 
liabilities, spouse participation, income and value of physical assets. The measure of 
disposable income that we focus on includes daily labor income, per month salary 
income, monthly business income and yearly income from land. However, income is 
calculated at monthly basis. 
 
 Life cycle hypothesis proposed by Ando – Modigliani is followed in our study and 
multiple regression analysis technique is adopted to obtain coefficients. The analysis of 
the present study is made at two stages. At first stage, we have described characteristics 
of households using Mean and Standard Deviation. Multivariate estimates of our 
regression models are presented at second stage. Problems regarding regression analysis 
like Heteroskedasticity and Multicollinearity are disentangled using appropriate 
examinations. To avoid Multicollinearity problem, we can drop one of the multicollinear 
explanatory variable from our regression model. Second Econometric problem i.e. 
Heteroskedasticity can be eradicated by just applying Heteroskedasticity – Consistent 
Standard Errors & Covariance test from E-Views 3 [Heij et. al (2004)]. 
 
 To study socio – economic and demographic aspects of the labor class, job 
holders', business class and cultivating class households, general models are presented as 
follows. 
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Where s'α , s'β , γ 's, and δ 's are coefficients of labor class, job holders, business class 
and farmers' class models respectively. iµ , iυ , iω  and iε  are stochastic error terms.  
 
Table 1: List of Variables used in Household Savings Analysis 

Variables Description of Variables  
Dependent Variables 
LCHS A continuous variable used for Labor class Household Savings  
JHHS A continuous variable used for Job Holders' Household Savings  
BCHS A continuous variable used for Business class Household Savings  
FCHS A continuous variable used for Farmers' class 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 Family Size Negative 
VAS A continuous variable for total value of assets Positive 

 
IV. Results and Discussion 
A. Households' Characteristics 
 Understandings about characteristics of our respondents are intended through 
Mean and Standard Deviations for labor class, job holder, business class and farmers' 
class households. It is apparent from preliminary results that age of average respondents 
is 11.25, 11.75, 12.93 and 11.52 years above or below than the mean of labor class, job 
holders, business class and farmers' class respectively. There is not much variability 
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among age of labor class, job holders, business class and farmers' class. Average age of 
labor class households is 38.08 years and that is of job holder, business class and farmers' 
class households are 42.51, 41.68 and 40.65 years respectively. Average completed years 
of education is 3.67 in labor class and 12.05, 10.90 and 8.83 of job holders, business class 
and farmers' class. There is not much variability in completed years of education about 
the mean in labor class, job holder, business class and farmers' class households. Average 
children's educational expenditures are more in business class households i.e. Rs. 
6195.82; Rs. 603.34 of labor class, Rs. 5561.97 for job holders and Rs. 5856.47 for 
farmers' class households. Variability in children's educational expenditures is more in 
farmers' class, business class and job holders households than in labor class households.  
 
 Average female to male ratio, family size, liabilities, total physical assets and total 
income of household are respectively 1.08 points, 6.35 members in house, Rs. 1015.33 
per month, 5.43 million and Rs. 45029.94 per month among job holder households. On 
the other side, in labor class households, average female to male ratio is 1.18 points, 6.45 
members in the family, Rs. 338.33 liabilities to be paid per month, Rs. 1.42 millions 
value of physical assets and Rs. 12170.56 total income of household. On the average, 
respectively, female to male ratio, family size, liabilities, value of all physical assets and 
total income of households are 1.09 points, 6.38 members per house, Rs. 972.95 per 
month, 9.84 millions, Rs. 62932 per month among business class households. Mean of 
female to male ratio, family size, liabilities, value of assets and income of household are 
0.97 points, 7.09 members, Rs. 1191.16 per month, Rs. 12.02 millions, and Rs. 63155.11 
per month respectively for farmers' class households. 95, 89, 92 and 89 percent 
household heads are married in labor class, job holders, business class and farmers' class 
respectively. 26 percent wives are doing jobs in job holders while 48 percent, 23 percent 
and 49 percent wives are actively participating with their counter parts among labor, 
business and farmers' class respectively. There is much variability among households in 
cases of liabilities to be paid, marital status, region of residence, spouse participation, 
total income of households and value of physical assets. Households have less variability 
in case of female to male ratio and family size.  
 
 Generally, Multicollinearity is presumed as severe problem in multiple 
regressions. Existence of Multicollinearity is verified if coefficients of correlation among 
two explanatory variables are in excess of 0.80. We have employed correlation matrix for 
this purpose. Values for correlation coefficients calculated for labor, job holder, business 
and farmers' class households are less than 0.60. It uncovers that there is no problem of 
Multicollinearity in our saving models. 
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Table 2: Descriptive Statistics (Mean, Standard Deviation) 
 LABOR CLASS JOB HOLDERS 

Variables  Mean  Standard Deviation  Mean Standard Deviation 
AGE 38.08 11.26 42.51 11.75 
EDU 3.67 4.61 12.05 4.43 
EEX 603.37 779.54 5561.97 6714.82 
FMR 1.18 0.96 1.08 0.95 
FSZ 6.45 2.68 6.35 2.98 
LAB 338.33 1158.77 1015.33 3156.07 
MAR 0.95 0.22 0.89 0.31 
RR 0.13 0.34 0.61 0.49 
SPT 0.48 0.50 0.26 0.44 
VAS 1.42 1.87 5.43 6.86 
TYH 12170.56 11914.08 45029.94 39386.76 

 
Table 3: Descriptive Statistics (Mean, Standard Deviation) 

 BUSINESS CLASS FARMERS' CLASS 
Variables  Mean  Standard Deviation  Mean Standard Deviation 
AGE 41.68 12.93 40.65 11.52 
EDU 10.90 5.01 8.83 5.01 
EEX 6195.82 8727.80 5856.47 10551.95 
FMR 1.09 0.64 0.97 0.76 
FSZ 6.38 2.58 7.09 3.49 
LAB 972.95 3252.60 1191.16 3085.19 
MAR 0.92 0.28 0.89 0.31 
RR 0.52 0.50 0.15 0.36 
SPT 0.23 0.43 0.49 0.50 
VAS 9.84 23.62 12.02 21.63 
TYH 62932.00 124529.00 63155.11 110737.50 

 
B. Saving Behavior of various earner groups 
 The estimates of our labor class, job holders', business class and farmers' class 
models are conferred in table 4, 5, 6 and 7. Tables offer variables in column 1, 
coefficients in 2nd column, standard errors, t – statistics and probabilities are respectively 
furnished in column 3, 4 and 5. Variables having probability values less than or equal to 
0.10 are presumed to be significant. Value of constant portrays us the savings in the 
absence of explanatory variables.  
 
 The multiple regression results reveal that age of household head (AGE) of all 
earner groups has positive relationship with savings. It suggests that as age of households 
are increasing year – to – year, they are getting more experienced from their jobs. They 
can earn more and able to save more amount of money.  Households are unable to save 
much after a certain age limit. This is depicted by square of age (SQA). In our study, age 
square of household (SQA) is found to have inverse relationship with savings (LCHS, 
JHHS, BCHS and FCHS). Our results support Life cycle hypothesis. [Engelhardt (1996), 
Juster et al. (2006), Gonzalez and Ozcan (2008), Rehman et al. (2010), Negrusa and 
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Oreffice (2010)]. But results are more reliable in case of job holders' saving (JHHS) and 
business class savings (BCHS) having significant coefficient value. In case of labor class 
and farmers' class, results are insignificant. Job holders and business class households 
have much potential to work hard up to age of 50 years and 44 years respectively and can 
save more. But after this age, they are becoming old and due to reduced potential they 
can not save as much they can in their young or middle age. Job holders and business 
class households can save Rs. 1133 per month and 2874 per month respectively more as 
their age increases by 1 year on the average.  
 
Table 4: Dependent variable: Labor Class Household Saving (LCHS): 
Variable Coefficient Standard Error t-Statistic Prob. 
Constant -4086.284 3716.151 -1.099 0.27 
Age 28.282 191.101 0.147 0.88 
Age Squared -0.096 2.261 -0.042 0.96 
Education 19.665 82.037 0.239 0.81 
Children's 
Educational 
Expenditures 

-1.570 0.531 -2.956 0.00 

Female to male 
ratio 294.674 367.926 0.801 0.42 

Family Size -335.701 143.994 -2.331 0.02 
Liabilities -1.113 0.361 -3.086 0.00 
Marital Status 594.006 1754.549 0.338 0.73 
Spouse 
Participation 1121.523 688.604 1.628 0.11 

Region of 
Residence -300.768 1096.867 -0.274 0.78 

Total Income 0.585 0.041 14.004 0.00 
Value of Assets 180.170 254.638 0.707 0.48 
R-square 0.88                    F-statistic 28.813 
Adj R-square 0.84                    Prob(F-statistic) 0.00 

 
 Education of labor class (EDU) has positive impact on labor class savings (LCHS), 
suggesting that being education vital factor, enable households to get good job for their 
family survival hence it contributes in more saving level. Same findings are concluded by 
Engelhardt (1996), Mishra and Chang (2009), Baldocci (2010), Negrusa and Oreffice 
(2010). In contrast, education reduces the household savings among job holders, business 
class and farmers' class. Results are matched with Rehman et al. (2010). Mostly jobs, 
businesses and farming are successful on educational qualification. More will be the 
education; good return will they get in terms of money. Job holders, Business men and 
Farmers are well aware with the utility of education. They want their children to be 
highly and better educated from well known institutions. They never compromise for 
education of their children, good and sustained living standard. For that purpose, they 
forgo their present saving for future higher savings through investing in children.  
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Table 5: Dependent variable: Job Holders Household Saving (JHHS): 
Variable Coefficient Standard Error t-Statistic Prob. 
Constant -21444.220 8938.768 -2.399 0.01 
Age 1133.858 428.072 2.648 0.00 
Age Squared -11.335 4.664 -2.430 0.01 
Education -160.322 178.428 -0.898 0.37 
Children's 
Educational 
Expenditures 

-0.845 0.119 -7.066 0.00 

Female to 
male ratio -19.564 730.509 -0.026 0.97 

Family Size 163.802 264.524 0.619 0.53 
Liabilities -1.070 0.222 -4.802 0.00 
Marital Status -10358.28 2828.833 -3.661 0.00 
Spouse 
Participation 4390.186 1690.8 2.596 0.01 

Region of 
Residence 88.347 1630.724 0.0541 0.95 

Total Income 0.513 0.028 17.801 0.00 
Value of 
Assets 451.922 143.672 3.145 0.00 

R-square 0.89                    F-statistic 82.916 
Adj R-square 0.88                    Prob(F-statistic) 0.00 

 

 
 Children's educational expenditure (EEX) has significantly turned out to be 
negative in all earning classes. Coefficients of EEX are -1.57, -0.84, -1.56, -1.25 for labor 
class, job holders, business class and farmers class respectively suggesting that due to 
more expenditure on children's education, saving level of various earners will decline. 
The coefficient of EEX is higher for labor class than job holders, business class and 
farmers' class. Reason may be that job holders, business class and farmers' class are 
earning more income than labor class that's why decline in saving is more for labor class 
due to low income levels. Savings decline by about Rs. 1.57, 0.84, 1.56 and 1.25 per 
month due to Rs. 1 more expenditure on children's education on the average. Our results 
are in line with Rehman et al. (2010). 
 

 With regards to Female to male ratio (FMR), results are quite surprising. Labor 
class, Business class and Farmers' class households are likely to save (LCHS, BCHS, 
FCHS) more while job holders saving (JHHS) are in negative direction due to more 
females in the house. The rationale may be that labor class people are more hard  working 
due to their financial problems. Business class and farmers' class people of the study area 
are liberal enough to allow their females to work with them. All active members of the 
house either male or female are working in fields, in business environment or out side the 
house with their partners. Having more females enable them to earn and save more. Same 
results are found by Rehman et al. (2010). On the other side, job holders' households 
mostly don’t allow females to work outside the home. They have some limitations from 
the society and from head of household about doing job. Due to dependency burden of 
females, savings of job holders would decline. But coefficients are not significant in all 
the cases (Labor class, job holders, business class and farmers' class). 
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Table 6: Dependent variable: Business Class Household Saving (BCHS): 
Variable Coefficient Standard Error t-Statistic Prob. 
Constant -47222.110 21624.410 -2.184 0.03 
Age 2874.909 1303.235 2.206 0.03 
Age Squared -32.412 14.826 -2.186 0.03 
Education -1362.493 499.862 -2.726 0.01 
Children's 
Educational 
Expenditures 

-1.565 0.402 -3.894 0.00 

Female to 
male ratio 1985.088 2149.413 0.924 0.36 

Family Size -719.376 812.392 -0.886 0.38 
Liabilities -1.240 0.290 -4.273 0.00 
Marital Status -10749.410 6227.698 -1.726 0.09 
Spouse 
Participation -449.392 5046.296 -0.089 0.93 

Region of 
Residence 440.671 4647.175 0.095 0.92 

Total Income 0.896 0.052 17.342 0.00 
Value of 
Assets 219.452 222.144 0.988 0.33 

R-square 0.98                    F-statistic 359.458 
Adj R-square 0.97                    Prob(F-statistic) 0.00 

 
 Family size (FSZ) is found to have strong negative effect on savings behaviour of 
LCHS, BCHS, and FCHS. Coefficient values of family size are -335.701 and -1401.234 
for labor class and farmers' class respectively and statistically significant as well 
suggesting that saving of labor class and farmers' class people would lower by about Rs. 
335 per month and Rs. 1401 per month  respectively if one family member in the 
household increases on the average. Coefficient value for Business class is statistically 
insignificant. Due to more members in the family; labor class, business class and farmers' 
class households can not save much as before. Same conclusion is drawn by Chamon and 
Prasad (2008), Gonzalez and Ozcan (2008), Rehman et al. (2010), Negrusa and Oreffice 
(2010). In comparison, family size has direct impression on job holder's saving (JHHS) 
implying that members of this class do more jobs and can save more but coefficient is 
statistically not significant in this case. 
 
 Looking upon the liabilities to be paid by household head (LAB), labor class, job 
holder, business class and farmers' class households are not capable of more savings 
(LCHS, JHHS, BCHS, and FCHS), their savings fall as a result [Rehman et al. (2010)]. 
Savings of labor class, job holders, business class and farmers' class respectively drop 
down by Rs. 1.11, 1.07, 1.24 and 1.36 per month due to liability of one more rupee to be 
paid per month on the average. Against the expectations, study concludes that marital 
status (MAR) induces savings of labor class. Labor class has lower income level, but 
after marriage, they have now one more active member in the family to participate 
economically but result is not statistically significant [Engelhardt (1996), Juster et al. 
(2006)]. Quite the reverse, marital status (MAR) of job holders, business class and 
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farmers' class are inversely affecting their savings (JHHS, BCHS, and FCHS). These are 
highly statistically significant as well. Married job holders', business class and farmers' 
class households are unable to save Rs. 10358, 10749, and 11721 on the average per 
month respectively. After marriage due to more responsibilities of house, job holders', 
business class and farmers' class partners are unable to save more as they were saving 
before that's why their savings fall. Our result is matched with the findings of Rehman et 
al. (2010). 
 
Table 7: Dependent variable: Farmers Class Household Saving (FCHS): 
Variable Coefficient Standard Error t-Statistic Prob. 
Constant -10237.700 18143.740 -0.564 0.57 
Age 361.013 1008.950 0.358 0.72 
Age Squared -2.308 11.581 -0.199 0.84 
Education -97.923 300.968 -0.325 0.75 
Children's 
Educational 
Expenditures 

-1.251 0.154 -8.110 0.00 

Female to male ratio 1835.728 1754.966 1.046 0.30 
Family Size -1401.234 387.461 -3.616 0.00 
Liabilities -1.364 0.436 -3.128 0.00 
Marital Status -11721.870 6034.731 -1.942 0.05 
Spouse Participation 7349.085 3106.903 2.365 0.02 
Region of Residence -7230.900 4246.725 -1.703 0.09 
Total Income 0.809 0.042 19.337 0.00 
Value of Assets 491.636 205.521 2.392 0.02 
R-square 0.97                    F-statistic 444.697 
Adj R-square 0.95                    Prob(F-statistic) 0.00 

 
 Spouse participation plays pleasant role in family survival. If spouse is actively 
participating in family budget, households can live very healthy and smooth life. As 
expected, study concludes positive influence of spouse participation (SPT) on household 
savings (LCHS, JHHS, BCHS, and FCHS). Results are statistically significant (except 
business class) indicating that actively participating spouse can save Rs. 1121, Rs. 4390 
and Rs. 7349 per month in case of labor class, job holders and farmers' class respectively 
on the average. Coefficient value for farmers' class is more than job holders and labor 
class. Possible explanation may be that labor class and job holders have lower wages and 
business class have higher profits from business that leads to proportionate savings. 
Similar conclusion is given by Rehman et al. (2010). Region of residence (RR) is a cause 
of higher savings (JHHS, BCHS) in case of job holders and business class [Rehman et al. 
(2010)]. The underlying principle may be more job opportunities and business expansion 
in urban areas; households can earn and save more in urban areas. On the other side, in 
case of labor class and farmers' class, it suggests that labor class and farmers' class are 
unable to save much (LCHS, FCHS) living in urban areas. Their saving level declines 
due to higher living expenditure in urban areas. 
 
 Households (LCHS, JHHS, BCHS and FCHS) are likely to save more amount of 
money due to total income of household (TYH). Marginal propensity to save for labor 
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class, job holders, business class and farmers' class are respectively found 0.58, 0.51, 
0.89 and 0.80 intimating that one rupee rise in total income leads to Rs. 0.58, 0.51, 0.89 
and 0.80 per month on the average more savings. Results are statistically significant as 
well at 1 percent level of significance. Our results are inline with Engelhardt (1996), 
Maki (2006), Juster et al. (2006), Gonzalez and Ozcan (2008), Chamon and Prasad 
(2008), Rehman et al. (2010), Negrusa and Oreffice (2010)'s findings. Our conclusion for 
value of assets (VAS) advocates that saving level (LCHS, JHHS, BCHS and FCHS) 
tends to rise due to having more assets [Rehman et al. (2010)]. Significant results are 
only found in case of job holders and farmers' class. Their saving induces by Rs. 451 and 
Rs. 491.64 per month having more value of assets of 1 million rupees on the average.  
 
 R–Squared of our various earner group models explain 88, 89, 98 and 97 percent 
explanations in labor class, job holders, business class and farmers' class saving model 
respectively due to variations in explanatory variables. Overall significance of our saving 
models can be demonstrated by F – statistic. Probability value of F – statistic gives us an 
idea about the goodness of fit of our regression model. Dis – savings are Rs. 4086, Rs. 
21444, Rs. 47222 and Rs. 10237 for labor class, job holders', business class and farmers' 
class respectively in the absence of all explanatory variables.  
 
V. Conclusion 
 In our analysis, we have analyzed a number of issues related to Pakistani saving 
behavior using cross sectional primary data collected by authors in 2009 – 2010. To 
conclude, we have found demographic factors play at best a minor role in explaining 
change in savings. Age is positively and square of age is inversely related to savings 
proving that our study supports life cycle hypothesis presented by Ando – Modigliani.  
 
 The study concludes significant positive influence of spouse participation and total 
income of household on saving level of labor class households. Labor class households 
are likely to save less in response of Children's educational expenditure, family size and 
liabilities to be paid. These are statistically significant as well. There found positive 
impact of education of household head, female to male ratio, marital status and value of 
all physical assets on labor class savings with statistically insignificant coefficient value. 
Region of residence has contributed in less labor class savings but coefficient is 
statistically not significant. Marginal propensity to save for labor class is discovered 0.58 
interpreting higher saving habits of labor class people.  
 
 In case of job holder savings, results provide evidence of the factors reducing their 
savings. Spouse participation, total income of households and total physical assets are 
significant causes of higher Job holder savings. There is significantly inverse association 
of Children's educational expenditure, liabilities to be paid by household head and marital 
status with job holders' savings. Education of household head and female to male ratio is 
negatively related to job holder savings with statistically insignificant coefficient value. 
Positive impact of family size and region of residence is found on job holder saving with 
insignificant coefficient. Marginal propensity to save for job holders is 0.51 that is lower 
than labor class savings due to more consumption habit in comparison with labor class.  
 
 With regards, education of household head, children's educational expenditures, 
liabilities to be paid and marital status are inversely affecting business class savings with 
significant coefficient value. Income of household head has significantly direct 
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relationship with savings of business class.  Female to male ratio, family size, spouse 
participation, region of residence and value of all physical assets are statistically 
insignificant in case of business class. Results from farmers' class suggest that their 
savings are strongly escalated by spouse participation, income of household and value of 
all physical assets. Inverse influence of children's educational expenditure, family size, 
liabilities to be paid, marital status and region of residence are obtained in our analysis. 
There is no influence of education of household head and female to male ratio in case of 
farmers' class.  
 
 The current research proposes some policy implications based on empirical 
findings. Govt. should pay more attention towards free education with good quality for 
Pakistani nationals. So that saving of labor class can increase by educating their children; 
and job holders, business class and farmers' class can reduce their expenditures on 
education of their children. There should be more opportunities for labor class and 
farmers' class in urban areas as well as in rural areas so that females can do work with 
their partners. These opportunities may increase if there is more industrial development 
in the fields of garments and fabrication etc in urban areas as well as in rural areas.  
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