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ABSTRACT 

This paper has been made to analyze the socio-economic conditions and 

demographic factors like dependency ratios, age of the head of the household, size 

of the family, number of female children in the family and the number of male 

children in the family influence the household savings either through their impact 

on the ability to save. The analysis ultimately reveals that the socio-economic 

conditions of the sample households in the study area i.e. age of the head of the 

household, Number of male and female children and educational status in the family 

is significantly influencing income, saving , and income-saving ratio. 
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 Individuals and families attitude towards money vary greatly. People have 

different behaviour towards savings and disparities in income levels. There are people 

who believe that money obtained today must be used to meet present needs and the 

future will care for itself (spenders). There are others who also hold the view that no 

matter how little one’s income is there is the need to save part of that income (savers). 

In this paper an attempt has been made to analyze saving behaviour of rural 

household. The analysis reveals that most of the people belong to the agricultural 

family and that influences them to retain their surplus income for future savings. Their 

aim of savings might be used for further live hood, cultivation purpose or for the 

domestic needs and future need which ultimately leads to national savings. The 

national savings pave the way for investment in the infrastructural and economic 

development of the country. Hence an attempt has been made to analyse the income 

and savings of the rural households in Visakhapatnam district.  

  

  This paper has been made to analyze the socio-economic conditions and 

demographic factors like dependency ratios, age of the head of the household, size of 

the family, number of female children in the family and the number of male children 

in the family influence the household savings either through their impact on the ability 

to save.   
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Methodology: 

The study is based on primary data. The data has been collected interview 

schedule conducted by the researcher from 60 sample households. For the selection 

of the sample the purposive sampling method was adopted for the selection of the 

study area and the simple random technique was adopted for the selection of sample 

households. A detailed interview schedule has been prepared and canvassed to all the 

60 sample households in the selected village in the study area. The reference period 

of the study was 2014-15. 

 

Age of the Head of the Household and Savings: 

Age of the head of the household is one of the crucial factors in determining 

the rate of savings by a household. The cornerstone of the life cycle hypothesis is the 

age related consumers’ heterogeneity and the belief that saving follows a hump 

shaped pattern that is high at middle age and low at young and old ages.  As 

Modigliani and Brumberg (1954) have put it as the reasoning for the life cycle 

hypothesis “the rate of consumption in any given period is a facet of a plan which 

extends over the balance of the individuals life, while the income accruing within the 

same period is but one element which contributes to the shaping of such a plan”. The 

households’ saving ratio and the relationship between its current consumption and its 

accumulated assets will depend upon the age. According to the life cycle hypothesis, 

the average propensity to save for the given age group is assumed to be the same for 

all income levels, which is expected to rise with middle years, and fall again upon 

retirement.  During the middle years income is likely to be high, most of the consumer 

durables have been acquired and there is the anxiety of a fall in the income upon 

retirement.  These factors cumulatively account for a rise in savings during the middle 

years. 

         

Table-1: Distribution of the Heads of the Households according to Age, 

Average Income and Savings. 

Age group 
Per cent of 

households 

Average 

Income (Rs.) 

Average 

Savings (Rs.) 
Saving income ratio 

Less than 30 8 13150 3650 0.28 

30-45 42 49333 7600 0.15 

45-60 34 69530 7500 0.11 

60 and above 16 16200 2360 0.15 

 

The data relating to the heads of the households according to age, average 

income and savings are presented in Table-1. It can be seen from the Table-1 that, 8 

per cent of households headed by people in the age group of less than 30 have a saving 

income ratio of 0.28.  A possible explanation for this high saving income ratio of the 

younger age group is that most of these heads in the sample are engaged in self 

employed activities in non-agricultural sector or employed overseas. As a result they 

receive high income. Also, the consumption expenditure of households with younger 

heads is low because the children in these households have not started going to 

schools and hence expenditure related to education will be lower. 42 per cent of 
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households, headed by people in the age group of 30-45 have saving - income ratio 

of 0.15. Households with heads in the age group of 45-60 save Re. 7500 leading to a 

saving income ratio of 0.11, which is lower than the saving income ratio of the 30-45 

age group.  There are 16 per cent of households headed by people in the age group 60 

and above, and these households earn an average annual income of Re.16200. The 

explanatory variable for the high level of income of these households is that there are 

more number of earners is these households. However, the senior members of the 

household are forced to consume out of their past savings leading to higher 

consumption expenditure and lower saving income ratio. Saving income ratio is lower 

for households with younger heads and reaches the maximum when attaining the age 

of 60 and above and coming down after that. 

 

Dependency Rates and Savings: 

High birth rates and dependency ratios particularly in the case of 

underdeveloped countries may entail a sub optimal allocation of resources due to 

physiological and institutional rigidities. That is, children are born to parents who 

might prefer not to have them born, but who are thereafter committed to supporting 

them. These dependents absorb a large portion of the resources potentially available 

for increasing the stock of physical and human capital. (Leff, 1969).  Thus 

dependency ratio has a negative effect on the savings of the households.   Friedman 

(1957) and Spengler (1951) have suggested that birth rates should be inversely related 

with a country’s saving potential. 

The inverse relation between savings and dependency ratios is because 

children increase the need for expenditure, which is considered as consumption 

expenditure in the standard income accounting framework.  Hence a high dependency 

ratio imposes a constraint on the society’s potential for savings. This hypothesized 

link between high dependency ratios and low savings is direct. But this does not 

mean that larger families save less than smaller families.  Eizenga’s study (1965) 

could find a positive relation between large families and savings as additional 

members add to the income of the family. Modigliani (1965) in accordance with his 

life cycle hypothesis of savings, hypothesized that savings could be a positive 

function of population growth. He argues that as the size of the   successive age 

cohorts entering the economically active population increase, saving for their 

retirement increases. 

 

Information relating to the distribution of the households according to number 

of dependents, average income and average savings are presented in Table-2.  

It can be seen from the Table-2 that, 2 per cent of households having no 

dependents had an average saving income ratio of 0.19. 16 per cent of households 

having one dependent each have an average income of Rs.33200 and an average 

savings of Rs.8600 with a slightly higher saving income ratio of 0.26.  Saving income 

ratio of households having 2 dependents is still higher at 0.28.  There are 36 per cent 

of households with 3 dependents each. These households saved 22 per cent of their 

income.  
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Table 2: Distribution of the Number of dependents income and savings (Rs) 

Number of 

dependents 

Per cent of 

households 

   Average            

income 

Average 

Savings 

Saving income 

ratio 

0 2 12300 2360 0.19 

1 16 33200 8600 0.26 

2 34 40300 11300 0.28 

3 36 43100 9500 0.22 

4 8 24500 3600 0.15 

5 and above 4 15000 1800 0.12 

 

         Households having 4 dependents each show a lower saving income ratio of 0.15. 

When the number of dependents increases further to 5 and above, saving income ratio 

has come down to 0.12.  

Hence dependency ratio has a negative bearing on the savings of households.   

Households with more children at home save less because saving for retirement is 

deferred until the children leave home.  Older people work less and consume out of 

their past savings.  Thus saving rates depend negatively on the dependency ratio. As 

Loayza, et al (2000) have observed “micro-economic and macro-economic evidences, 

both at the international and single country level confirm that a rise in the young age 

and old age dependency ratios tend to lower private saving rates. 

 
 

0

5000

10000

15000

20000

25000

30000

35000

40000

45000

50000

a
v
e
ra

g
e

 I
n

c
o

m
e
 a

n
d

 s
a
v
in

g

No.of dependents

Fig-1:Data relating to the distribution of dependents according 
to Income and Saving

Per cent of households

   Average            income

Average

Saving income ratio



INTERNATIONAL JOURNAL OF MULTIDISCIPLINARY ADVANCED RESEARCH TRENDS 
ISSN : 2349-7408  
VOLUME IV, ISSUE 1(2) JANUARY, 2017 

 84 

Male and Female Children and Savings: 

In India, the households consider female children as big burden. The savings 

of the households are supposed to be positively related to the number of female 

children.  But the number of male children in the household is likely to have a 

negative effect on the saving of the household. This is because male children serve 

the function of an economic asset or are regarded as such. Households with more 

male children are likely to have a lower demand for other forms of wealth.  Male 

children look forward to higher rates of labour force participation and higher lifetime 

earnings while females require huge expenditure for marriages and related activities. 

Male children are expected to support parents in old age.  They can be regarded as 

long-term assets, which, to some degree, might satisfy the household desires for 

wealth accumulation.  This substitution effect is likely to be stronger for households 

with older heads, who might more nearly depend on grown sons for support; also, for 

lower income households, with lesser opportunity for investment in alternative assets.  

As opined by Kotlikoff and Spivak (1981) these households internalize many of the 

insurance activities that would other wise require saving.  Transfer within the 

household can insure the individuals against health risk and old age by providing what 

are effectively annuities and the close relationships between individuals concerned 

may mean not only that moral hazard issues are less secure than in a more 

individualistic society but also that the quality of protection is very high. 

 

Data relating to the distribution of households according to number of 

unmarried female children, average income and average savings are presented in 

Table-3. 

 

Table -3: Distribution of the households according to number of unmarried female 

children, income and savings 

No. of unmarried 

female children 

Per cent of 

households 

Average 

Income 

Average 

Savings 

Saving 

Income Ratio 

Nil 44 46200 12300 0.27 

1 41 38500 9600 0.25 

2 10 52000 5860 0.25 

3 and above 5 69000 21300 0.31 

 

It can be seen from the Table-3 that, even though the highest saving income 

ratio is found in the households with the largest number of unmarried female children, 

a direct relation is not visible between these two variables.  In the households with no 

unmarried female children, average saving income ratio is 0.27. However, when the 

number of unmarried female children is one, the saving income ratio is lower at 0.25.  

For 10 per cent of households with an average number of two unmarried female 

children each, the average saving income ratio is only 0.25. There are only 5 per cent 

of households who have unmarried female children of 3 and above.  These households 

have a saving income ratio of 0.31.  A possible explanation for the lower saving 

income ratio of the households with one and two unmarried female children is the 

lower income derived by the households. 
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Table -4: 

Distribution of the households according to number of male children above age10 and 

savings 

No.of male 

children above 

age 10 

Per cent of 

households 

Average 

Income 

Average 

Savings 

Savings 

Income Ratio 

Nil 23 29600 6500 0.22 

1 48 62300 7300 0.18 

2 21 28500 6230 0.22 

3 and above 8 56000 9500 0.17 

 

However, as hypothesized, the number of male children above age10 has a 

telling negative effect on the savings by the households.  In the sample 23 per cent of 

households are without any male offspring above the age of 10 and these households 

save 22 per cent of the income they have earned during the year.  When the number 

of male children increased to one, the saving income ratio declined considerably to 

0.18.  With further increase in male children to 2 and 3, saving income ratio has 

declined to 0.17. 

 

Education of the Head of the Household and Savings: 

One variable, which has an association with savings of the households, is the 

educational status of the households.  The higher the level of education of the head of 

the household, the stronger is the demand for his services in relation to supply.“There 

seemed to be a direct correlation between the number of regularly saving and the 

education of the head of the household”, finds the NCAER (1964) study. Kelly and 

Williamson (1968) believe that education may have an important effect on expected 

future income and thus on present consumption. However, Sharma (1986) opined that 

income remaining the same, almost all educational groups of households save about 

the same proportion of income.  Thus, the effect of education, on personal savings 

seems to be absent, at least at the higher level of income. 

 

 

Table- 5: 

Distribution of the households according to education of the Head of the Household, 

Income and Savings (Rs) 

Level of 

education 

Per cent of 

households 

Average 

Income 

Average 

Savings 

Savings 

Income Ratio 

Illiterates 61 31877 -6642 -0.21 

Primary 24 42563 7045 0.17 

Secondary 15 46235 9650 0.21 

            

Data relating to the distribution of the heads of the households according to 
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education, average income and average saving are presented in Table-5. 

 

It can be seen from the Table-5 that, the data point to the fact that the level of 

education directly influences the level of income.  The saving income ratio has also 

been influenced by the level of education.61 per cent of households headed by 

illiterates find it difficult to make both ends meet with their income and they live 

beyond their means. 24 per cent of households are headed by people with education 

up to primary education.  The average income of these households is Rs.42563 and 

the saving income ratio is 0.17. 28 per cent of the heads of households have secondary 

education. Only 15 per cent of households are headed by secondary education.  These 

households get the highest average income of Rs.46235 and they save 21 per cent of 

their income.   

 

Conclusion: 

The socio-economic conditions of the sample households in the study area 

i.e. age of the head of the household, Number of male and female children and 

educational status in the family is significantly influencing income, saving , and 

income-saving ratio. 
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