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Abstract:

The rolewhich savings plays ithe economy is beyonthe scope of discussion. Hence, the
prolongedfall of the family savingsratehas causedreatworry in developed countries. In Spain,
this situation is especially serious with falls beyond the family savings rate.

In this context it is absolutely necessary try to understand what the reasons are for savings and
what the variables are which have a determined influence on savings.

This paper intends to define tBecio-demographic variables which determiine behaviour,
from an analysis of aaverage inhabitant of Navarre terms offinancial savings. According to a
survey of 1,00(Qpeople in Navarre, it ishown that the age can explamot only the savings
behaviour of families but also the motives and attitudes.

Moreover, the defining capacity and differential of the age in the behaviour of acéizges
of Navarre is reflected primarily in the savings motives of particular citizens of Navarre.

Similarly, taking intoaccount thesavings motivesthe authorities can apply appropriate
policies in order to increase thevel of family savings andchieve sustainabigrowth in a time of
macroeconomics magnitudes.
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1. Introduction

The rolewhich savings plays ithe economy is beyonthe scope of discussion. Hence, the
prolongedfall of the family savingsrate has causedreatworry in developed countries. In Spain,
this situation is especially serious with falls beyond the family savings rate.

In this context it is absolutely necessary try to understand tvbadasonsare for saving and
what the variables amghich have a determined influence savings. In order to try to respond to
thesetwo questions, this paper, primarily, examinig® recent revolution ofavings at an
international level as well as particularly in Spain, with special emphasis on family savings.

Subsequently, a series of factors waliectedwhich fall in the two principle theories about
savings:the Life CycleTheory andAltruism Model. Thirdly, from a survey of 1,00@eople in
Navarre in terms ofinancial savings stategxplicitly the socio-demographic variables which
determine the behaviour of savings in terms of savings motives and attitudes to saving.

The marketing research consists of a personal survey with a sample ofp&6pe, with a
margin of error (sample error) of +/- 3p2rcent, and a 95 percent confidence interval. tahget
population was people living in Navarre over the age of 14, which incé@e@00 Navarrese. The
samplequotawas based on demographiariablessuch asage andsex. The survey was made
between march 17 and April 60, in 1995.

2. Recent evolution of savings

The evolution of total savings in the econofngtionalsavings) is a result ahe behavior of
three principle classes of economic agents: companies, families Government.

Of these three components, the study of family savings has taken the most distingaisthed
among themnot only because of itguantitativeimportance, rather alsfor the greater reduction
which, in comparison with other components of national savings, had been experienced in the 80s.

2.1. Evolution of savings at the global level

In the decades between 1950-1970 the growth of savings at a lgladalas continuous and
intense, presenting a maximum level in the 70s just during the time of thel tercses. Atthe root
of the second oil crisis, savings rate fell drastically, such that during the 80s and 90s it was at a much
inferior average level in contrast to that of the previous decades.

According tothe IMF (1995a),the average global rate shvings in 1973-198@epresented
25% of GDP. This percentage was reduced to 22.5% in the period between 1981-1994. In 1992 and
1993, the last yeaf®r which such information iavailable, the globadavingsrate hardly reached
the average of 21.75%.

Nevertheless, it is helpful to point othat savings behavior has ndieen homogenous
throughoutthe world. While indeveloping countries, th&avingsrates have increased in the last
decade, industrialized countries have shown a decline, according to that gathered in IMF (1995b).



It may behelpful to illustrate the fact that i©92-1993, China, Japan, aother developing
Asian economies composed 34% of world savings while their participation in GDP. was only 21%.
Industrialized countries participate in 35% of global savings, compared to a GDP. rated at 46%.

The fall in savings which has happened gtabal level isalso expressed ithe states of the
European Union, as can be seen in Table 1.

Table 1.Fall in savings in the European Union. Percentage of GDP

Years National | National Public Public Private Private
Savings | Savings | Savings | Savings | Savings | Savings
Spain E.U. Spain E.U. Spain E.U.
1970 27,3 26,7 4,0 5,2 23,3 21,5
1994 18,0 19,0 -2,4 -2,2 20,4 21,2
Difference -9,3 -7,7 -6,4 -7,4 -2,9 -0,3

Source: Raymond (1996)

This fall is fundamentally concentrated in ti8s, while in the 80s a morereduced level is
established, going from 26.7% to 19% in the European Union, and from 27.3% to 18% in Spain (a
reduction of 7.7 and 9.9 percentage points, respectively). thftgrears 1994 and 1995, savings in
the European Union has steadily increased.

By breakingdown grossnationalsavings, it isevident that the fall ifSundamentally due to
public savings. Ineffect, publicsavingsexperienced a decrease gross nationalsavings of 7.4
percentage points in the European Union. This explains all of the decrease in satiorggwhile
in Spain, the decrease in public savings accounts for 63k& dbtal decrease savings,according
to the statistical annexes number 59 offlneopean Economiyom the year 1995.

In the case of the United States, ta# in the privatesavingsrate was relatively clear,
according toBosworht, Burtlessand Sabelhaus (1991\ho indicate that thewhole American
society is saving generally leas gathered in table 2.

Table 2.Savings Rates in the United States according to ttgurvey of Consumer Finances
Period 1963-1985 (in age groups)

Savings rate 25-34 35-44 45-54 55-64 + 64 Total
years years years years years

1963 14,7 11,3 17,2 14,2 11,2 14,0

1983-85 13,6 10,1 10,3 10,6 2,5 9,5

Difference -1,1 -1,2 -6,9 -3,6 -8,7 -4,5

Source: Bosworth, Burtless and Sabelhaus (1991)

2.2. Evolution of savings in Spain



Although in Table 1one observeshe strong parallelismexistent between thievo savings
behaviors in Spain and the states of thEuropean Unionthereexists a series ofharacteristics
which direct the study on the situation in Spain in gredétail. In Table 4ne cammore efficiently
see the evolution oGross Domestic Produetnd its distinctcomponents from 1964 to 1995,
divided into three periods.

Thus, onecanobserve, as inecent decadeshat gross national savings, as @ercentage of
GDP., haglecreased without interruption. §iort,the fall in savings haseen20.6%, caused in
large by the abrudall in public savings (adecrease 093.7%) and secondly ke fall in family
savings (a decrease of 30.5%).

The causes of the fall in public savings have been the gapwith in public spending caused
by the increase in transfers linked to the economic crisis of the 80s and 90s, jushe®Xignsion
and addition ofunemployment andetirement loansFurthermorethe rapid increase in interest
payments from public debt as financial necessities increased should be pointed out.

In short, the increase in the size of thecatted Welfare state, in it$acet ofpresenting social
services and transfers, has been the cause of the fall in public savings.

Table 3.Savings in the Spanish Economy:1964-1995. As a percentage of GDP

Averages Differen- Increments
ces
1964-73 | 1974-84| 1985-95( (B-A) | (C -B) [(C-
(A) (B) (C) A)/A]*100
National Savings 26,2 22,3 20,8 -3,9 -1,5 -20,6
Public Savings 3,7 0,8 0,1 -2,9 -0,7 -97,3
Business Savings 11,7 12,2 13,2 0,5 1,0 12,8
Family Savings 10,8 9,4 7,5 -1,5 -1,8 -30,5

Source: Marchante (1997)

Neverthelessthat which has distinguishethe Spanish economy frormother countries has
been the percentage fall which represents the net savings of families in GDP. This fall, including the
interrupting character aguch inthe period betweeh964 and 1973, hdseen greater than in other
countries with a drop of 30.5% since 1964.

This situation explains that the average infaetily savings in Spain has onbeen7.5% of
GDP throughoutthe last periodmentioned, which goes from 1985 to 1995. Incantext
characterized by the increase @amployment, growth in salaries meal termsand an increase in
physical wealth by the real-estate boom in the second half of the 80s, a fall in savings was produced.

But, faced withthe Spanish economic crisis in 1993, families respondedhéo fall in
employment and duringspecially rapid and intensgorsening economi@xpectationssavings
increased. This evolution was not maintained in 1994, just as in 1995 savings levels rose.



3. Theories concerning the reasons for savings
In order to understanthe differentreasons forthe decline insaving, a brief review is
presented of the most important theories concerning personal savings.

3.1. Life Cycle and Permanent Income Theories

Modigliani and Brumberg (1954)developed the Life CycléHypothesis, based on the
assumptiorthat people ar@ot short-sighted andre able tanake decisions ifight of their entire
lives.

In that sense, it is assumed that the individual maximises the utility démredconsumption
throughout life, subject to a budgetary restriction dependent on the amount of wealth he accumulates
during hislife. This model gives saving only one purposdibcation ofincome withthe aim of
consuming throughout one’s life according to rational planning. As a consequence, individuals save
during a period of time (labour life), and dissave (spend) during another (retiremehgeid, the
principal purpose of saving is to accumulate wealth for retirement.

Nevertheless, the problem is that the so-called Life Cycle model considers man as rational and
limited, unable to see beyond his own life, and restricted to acting owmidife. But the economic
agent does not only take care of himself, but also of his family and of other human beingmctThis
explains thenew existing modelintergenerationakltruism or dynasty model, wherelations and
transfers among generations play an essential role.

3.2. Altruism model

The mainideawhich distinguishes this model, established by Barfimmn the Life Cycle
model, is the fact that themporal horizon is broader than an agent's Tifee temporal horizon of
the individual includes his descendants and heirs. In this context, bequests as well aspoivete
transfers made during one’s life play an important role.

To sum up, we are in front of an agent with a finite life, but with an infinite point of view with
respect taconsumption anditility. This fact makesthe altruistic agentery differentfrom the life
cycle agent. This has important implications on Bank Marketing.

Primarily, if retired individuals save, the number of individuals with a considesaibtrint of
money rises. These individuals have specific savings motives, for which financial institutions should
design specific assets for these needs.

Secondly, it is important to notat this group of individuals isharacterized by certain
conservative and traditional behaviours which are clarified in the following pages.

3.3. Theories about precautionary savings

A third explanation of personatavings motives, suggesthat individuals save for
precautionaryreasons.The precautionarymodel statesthat consumerstry to optimise the
intertemporal distribution of consumption duritigeir finite life. Nevertheless, while this is a new
condition, the agent experiences different uncertainties during his life.

The most important offrequent uncertainties are considered to tbeporary reduction of
income due to unemployment, possible illness or labour handicaps, life-span uncertainty, uncertainty



caused by unexpected inflatiogtc. These uncertaintignotivate the individual tsave with the
purpose of covering himself in the case of certain eventualities/contingencies.

4. Causes of the current fall in savings rates

The presentation of these causes is not exhaustive. The majority of the causes mentioned in the
studies do not take into consideration the importance of the altruism model. Followitenti@acy
in other authors, we have found other possible causes presented, such that all of them can explain the
fall in savings rates and shed light on their solutions.

4.1. The fall in growth and increase of public debt

Modigliani (1990), for example, usegatafrom 21 countries within theOECD from the
period of time betweed960 and 1987. Applyinghe cycle of lifemodel, we seehat the least
growth recently experienced in developed countries, togetherthetpublic deficits in countries in
which they have been incurred, explains, according to Modigliaeicurrent fall insavings in
OECD countries as well as in Spain.

Without neglecting the importance of these two variables, we have obseaveédeemphasis
which Modigliani puts on them as aexplanation of the current situatiofeemsexcessive.
Modigliani’'s argument is based dne fact thasavingsrates do not change between ageups.
This wouldthenmeanthat whenthe currentbabyboom generation reaches the ageséve, itwill
save just as much ase children’s parents didhenthey werethat age Similarly, it assumeshat
peoplewho retire between 30 and 4@ears ofage will have thesame spendingatterns as the
current retirees when the rhythm and standard of living of dg#groupshave nothing to do with
each other.

Bosworht, Burtlesaind Sabelhaus (1998dvocates of the life cycle, realized that badby
boom generation in the United States will reztve inthe futurewhenthey reach thesameage as
their parents, and that the whole American societyeimeral issaving, according tthatwhich can
be seen in table 2. Therefore, according to these authexdemographic structunmay belimiting
in explaining the fall in savings.

4.2 The effect of social security on savings rates

Although it is difficult to conclude something categorically, the existence of social security can
be considered as a, more or less perfect, substitute for private savings from the provisional motive.

Therefore, according to thgosition maintained by Feldste{t974) in apioneeringarticle,
social security decreases, as it reduces, private savings. This is what has been the called the Feldstein
effect. Concerning the conflicting effectghich the existence of social security could have on
savings, Feldstein attempts to estimate the global effect.

He obtains estimatiorfsom the aggregate dafar the United States in the period between
1941 and 1946The data to calculate the wealth of soaeaturity was obtainedfrom the Social
Security Bulletin. The direct effect of the existence of social security $ullpasseshe anticipation
of retirement. Therefore the total effect is a sharp fall (by half) in private savings.

4.3. The development of the Welfare state



The development of the Welfare state, by way of an always more generous social security and
growing transfers in all social areas, has been able to create a paternal vision of the State. In this way,
the common conscience is raised to thirtkat in facingany problem,the State and the Public
System is always there: unemployment insurance, medical care, edusathsidjes for companies
and sectors, etc.

This situationhas been able to affegbrovisional savingsprecautionarysavings and the
dynastic model, teonfide before the appearance of gmgblem, inthe Statemorethan inone’s
own capacities and help from one’s family.

This situation iscertainly turning out to be unreasonable as the current loan levels do not
appear to be able to continue in theure. Just as Kotlikoff (199Z%hows,onemust make others
conscious tothe fact thatfuture generations arthose whowill have to face theproblem of
maintaining a Welfare State which is impossible to sustain at this time in the current terms.

4.4. The contribution of wealth effects to the fall in savings

One determining factor in the decision to saveldeEn seen to bie family wealthvariable.
This factor has taken on greater importance in Spain since the second half of the 1980s. The situation
of the family and, in general, the whole of the private sector, experierdedranprovement in the
80s, in spite of the fall in the stock market in 1988 by the bullish evolution of 1987 and 1988, which
could move to an increase @nsumption and &ll in savings, just apredicted by the vitatycle
theory.

4.5 The development effect of financial markets

The development antiberalization of the financiainarketscan facilitate fallingnto debt for
those families that prefer it with greater ease than in past years. Therefore, it is feasible to recognize a
certain influence of this variable on the fall in savings.

The existingdataseems to confirnthese affirmationsthe intensity of thgrocess offalling
into debt of families irthe 1980scoincides withthe movement in favor ofreater liberalization of
financial markets in western countries.

4.6. The effect of an aging population

The aging population can explain, according toatu#hors, a reduction ithe savingsrate. If
age groups which save the least carry more weight in the society, aggregate savings should decrease.
Nevertheless, it is ndhat clear that retirees dwt save, just ashown by Garcia-Duran (1992),
Patxot (1995), Lera (1997) and Garriga (1998).

The explanation given by the OECD seems more plausible in that, possibly, theegetste
effect of an aging population ongaossnationalsavingsrate isproduced not byhe obvious lesser
savingsrate amongretirees, but rather indirectly, as a result of twasumption bythe retired
population (among other goods received friti@ state) as in public health, that receives retirement
money but does not produce GDP.

4.7 Savings and direct taxes



The rapid progression of family taxes in the most recent decades is considered, also, as one of
the determinant factors in thall in savingsratesamong families inthe majority of western
countries.

In Spain,the increase in fiscghressure (income and familyealth taxes)expressed as a
percentage of available gross family income has gone parallel falltive the family gross savings
rate, above all in recent years.

4.8 Savings and spending on lasting consumption goods

The restoration o$tock in lastingconsumer goodsafter 1985, shoulchave contributed to
reducing the gross family savings the years immediately following.

Given that the renovation othis stock was very slow durinthe period of economic
stagnancy, an accumulation of purchases cdwade been produced. These could daled
postponed purchases, whiale createdvhenthe economybegan its recuperation at the beginning
of the 1990s.

4.9. Other explanations

We have seen different reasons that could explain the fall in savings. Surely all of them play an
important role in explaining thiall in savings. Bugiven the complexity ofavings, none of them
are sufficient to completely explain the evolution of family savings, given its heterogeneity

What additional factors can help us explain this situatiém@m the altruism theorythe loss
of family ties could have seriously and profoundly affected the savings rate.

On one handthe savingsvalue in a current societilas been impaired bythe ideas of
consumption and the Keynesian inspiration to consume, as demonstrated by Cabrillo (1991).

But it is not only that savings has been lost, but thanks to Keynes, its social and paisenal
has been lost just as the sense of savings itself. Within modern families, (in thoséhe/hicimber
of children has substantially decreased, with a generalized increase in diwditd generate a
profound instability in family institution, as demonstrated by Buchanan (1994).Tdais be
explained, for example, by the fact that savings rates in Japan are so higamityes the core of
Japanese society, parents live with their children, etc.

Furthermore, family institutions have been substituted in certain ways by the State, in a way in
which the cooperative incentives and behawidich the family hascreated, have been substituted
by the Welfare state (Cabrillo, 1996).

If we connect this withthe series of previous factors, withe Welfare statewhich with its
transfers advocates the slogan “from the cradle to the grave” the individual is seen to be motivated to
reduce those savings which otherwise wdwgle been reservddr the changes imcome during
one’s years in retirement. This is to say that one’s provisional savings is reduced.

Similarly, confronted with any unexpected eveaht Stateoffers anincreasingly generous
social security, with which savings by the provisional motive as weahesioney tocover oneself
in any contingency is reduced. In this framework, the fact is that future generations will have to be in



charge, by means of strong tax increases, of maintaining the current standard of living, regardless of
whether the dynastic motive looses importance.

It is therefore that the fall in savings can be so profound as the solution is difficult, tedious and
costly. While family values and savingse notpromoted, one becomes conscidlat the current
situation is not viable in thiong run. One alsassumeghe costthatthis situation will have in the
future. It will not be possible to generate a substantial and prolonged increase in savings rates.

For now, an analysis dhe influence of age offlamily savings may provide keys to
influencing concrete segments of the population with specific measures.

5. The influence of age on the family savings

5.1 Empirical evidence on the influence of age on the savings rates

To start with,Garcia-Duran (1992) in Spain, studigae savings behavioreflected in the
survey of Family Budgets in 198analyzing the relationship betwesavings andge in addition
to other variables=rom his results, itan be deduced that the averagwings of the population
increases with age after 36 years, although it does diminish after age 80.

Another contrast is that provided by Patxot (1994) confiagn the BasicSurvey of Family
Budgets and from the Continuous Survey of Family Budgets in the deoiod1985 to 1990. It is
seen how adults of 65 years consume less and, therefore, giaagea proportion otheir available
income than the rest of the population.

Finally, the author carries outtamporal analysis witlthe aim of contrastingthe results
according to the Continuous Survey of Family Bud@ets1 1985 to 1989The conclusiorwhich
he obtains ighat theconsumptionrate decreases foall age groups, which is to say, savings
increases.

Other empirical contrasts have been carried out in other countri€erinany, Bérsch-Supan
(1993), which measure savings as a fluxnit stock purchases, frorthe data of asurvey
(Einkommen und Verbrauchsstichpropamich obtaineghat savingsrates do not decrease as age
increases.

In the United States, Danziget al. (1983)obtain similarresults. Maddison (1992), Avery
and Kennickell (1991), and Hayashi, Andond Ferris (1998haveshown howadults of 65 years
of age continue to save, probably motivated by the wish to leave inheritance to one’s descendants.

Recently, Deaton (1997, section 6) and, Hurd laeel(1995, 1997), an&chultz(1998) have
examinedthe variation insavingsrates according to the age of theusehold head-or example,
Schultz(1998) has examine@aiwan withdatafrom the Survey of Personal Income Distribution
from 1976 to 1995. There is a tendencytfa savingsratio to increase at the end of tployed
life cycle, between aboutges 45 and 65. Before amdter these agethe ratio ofsavings to
disposable income is about 20-25 percent.

At this stage of Schultz” inquiry, there is little support for the lifecycle consumption hypothesis
that links the rapid population aging in Taiwan to an imminent decline in its household savings rate.

5.2. The influence of age on savings motives



In our market research in Navarre, the subjects polled were askedtadontain motive for
saving, present or future, with six answers offer€de previous theoretical explanatiomnd a
previous empirical investigation allow us to introduce five different motives with their meanings.

a) Foresight motive, referred to the so-called Life Cycle Hypothesis.

b) Bequest motive, in the altruistic framework.

c) Precautionary motive or precautionary savings, explained by the precautionary theory.

d) Finalist saving: whepeople start saving touy durableconsumer goodand to paytheir
debts.

e) Independence motive: saving with the purposikeofg able to emancipateemselves and
live alone.

An analysis ofthe influence of age osavings motiveganoffer us a good example of the
influence of age on the savings behaviour of a household, as described in table 5.

Table 4 Distribution of savings motives according to surveyed age (in percent values)

Savings motives 14-20 21-2p 26-35 36-45 4655 56(65 +65
Foresight 15 0,9 8,4 8,5 22,4 25,8 15,6
Precautionary 26,9 15,9 19,5 30,3 27,2 25 30,b6
Finalist 299 | 319 32,6 18,3 54 3,2 2,7
Bequest 8,2 1,8 12,6 15,5/ 23,1 22,6 22,4
Independence 209 | 38,1 16,3 17,6 6,1 6,5 8,8
None/Others 12,7 | 11,5| 10,5 9,9 15,4 16,9 19,F
Base 134 113 190 142 147 124 147

According to table 4, the following observations can be made:
1. Precautionary motive is important regardless of age, reaching itsapeaig elderly,
retirees, as presented in Graph 1. This could be caustu ish of retirees to protedhemselves

in case of possible illness.



Graph 1. Evolution of precautionary motive according to
surveyed age
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2. In theyoung and middle-aged, thof®m 14 to 45,finalist saving and independence
motives are predominantfhe youngerattach a great value to independefrioen their parents and
save with purposes such as buyingaa ormotorbike,travelling, etc.Meanwhile, the middle-aged
save in order to pay for their first house, as described in Graph 2.

Graph 2. Evolution of finalist saving and independence
motive according to surveyed age
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3. In adulthood and old age, encompassing thosetbgesige o#6, long term motives such
as bequest and foresight motives are more important, as Graph 3 shows.



Graph 3. Evolution of foresight and bequest motives
according to surveyed age
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4. To sum up, it can be seen that short-term motives (finalist saving and independence motive)
are predominant amonghe young and middle-agedThey savefor their freedom and for
downpayments. Othe otherhand, long-term motives (bequest and foresight motigesjnore
important among adults and retirees.

In any case, th@revious graphs show ubkat the threetheories of savingare important
depending on thperson'sage. This difference isavings motives iseflectedalso inthe financial
behaviour which we will observe in the next section.

5.3. Influence of age on savings behaviour in families

5.3.1. Introduction

In order toanalyze contextually the age influence @ommestic economic behaviour in the
realm of savingtherehasbeen created hy-group or by-typeslassification analysisThe objective
of this technique is to search for a divisemmong those surveyeadto asmall number of types or
groups in such a wathat said groups might be vewjifferent between themselves asdow a
significant internal homogeneity, according to that expressed by Santesmases (1995).

The selected technique has been the clustering or the cluster analysisfaygtiegutilization
of the classifying algorithm (neither hierarchical nor partitive K-means) better known as the "method
of the centroids, center of gravity or mobile centers". This algontiamks with the initial statistics
matrix, permittingthe analysis of amplyized populations, as our case, withthe greatest time
economy.

In the present research, five groups have been obtdiatalmost make uphe totality of the
999 people surveyed, according to the following distribution into groups.



Table 5.Distribution between groups for five groups

GROUPS POPULATION |% POPULATION
1 305 31,41%
2 192 19,77%
3 160 16,48%
4 188 19,36%
5 126 12,98%
Total Considered Population 971 100%

Each group idefined by the average valuesich the membersadopt interms of each
analyzed behaviour. In thimanner,once thegroupsare identified alongvith the individuals who
comprise them, one canterpret eactone of thegroups, observing howhey differ and whathey
share, assigning a name or identifying characteristic to each group.

For certain, the result which is to be obtained is:

- Whatactions andvays ofacting characterize trgroups as suche. why such groups as
these?

- Who selects thesgroups,and whatare thesayroupslike, by means otheir relation to the
most important socio-demographic variables?

5.3.2. Obtaining groups according to age

By separating the five groups according to their behaviour in terrfisaotial savings and to
the age variable, one can subgroup them into three age groups.

Primarily, older people, of ages higher than 65 yeaeke up two groupghe group of the
insouciant and comfortable individuals and the group of the faithful and loyal individuals.

Secondly, we have separated middle aged individuals rattonal conservatives antisk
seeking individualists. Finally, there is the youth which is characterized by their insoucaacds
these matters and their distrust in their financial institution.

Let us look at each group with greater detalil.

5.3.2.1. Senior citizens

Group 2. Passive and indifferent individuals

This group is formedpreferably, by retirees of ages greater tharyé&dérs, women, who are
either married or widowed, with greater domestic responsibility. They pertain to the lower class with
little education.

The group is further defined by the following basic characteristics.

- Attitudes:

1.Lack of worry about profitability, which brings them to:

1.1. Present a meagerfctive behaviour in respect to the searfdr information about
different organizations with the aim to recognize the different conditions and advantages offered.



1.2. Show contrary behaviour for a change of financial institution motivated exclusively by the
intent to obtain a profitability exceeding the current norm.

2. Those who, to a lessextent, considethe decision ofwhere to put savings" as personal,
preferring to ask advice from the institution of which this person is a client.

3. Prefer liquidity to profitability.

The savings motives of this grougre composed byprecautionary and foresighmhotives.
They disregardhe finalist and independenaoaotives: those motives whicére dominated by the
"short run".

- Behaviour:

When these savings assets are in their possession, the group is characterized by having various
assetsgespeciallyterm investments and pensifumds, wherethe major part of theirsavings is
placed.

Group 5. Loyal and self-satisfied individuals

This group is composed of older people surveyed agemeral retireesrho arewidowed or
married withthe family role of "head othe family". They are part of théower class and have a
limited education.

They are characterized by the following specific features:

- Attitudes:

1. Lacking evaluation of profitability, manifested in:

1.1. A shortage of motivation to search for information in respetttet@onditionsoffered by
the different financial institutions.

1.2. Refusal tachangefrom an organization of whichthe person is a membewith the
possibility of obtaining greater profitability.

1.3. Lack of importance given to the search for greater fiscal profitability.

1.4. Preference for liquidity rather than profitability. Thighe group which oraverageopts
for availability and liquidity instead of profitability.

2. An important aversion to risk, preferring lesser return but greater security.

3. Lack of influence by the social and economic climate in making investment decisions.

4. Lack ofimportance granted tsavings distributioninto varied assets withthe aim of
achieving greater security.

5. A refusal to asladvicefrom the organization ofvhich this person is amembertogether
with greater sentiment that "where to place savings" falls into the personal realm of decision making.

In respect to the motives to save, foresight, precautionary and finalist motives strengthen as the
importance of the bequestotive lessensThe independence and otheotives hardlyvaried in
respect to the result totals.

- Behaviour:

1. By majority, they have one single asset, wass importancejiven toterm investments,
investment funds and pension funds. This might signal a lesser capacity to save.



2. Regarding institutions, the majority of this gromprks with only onefinancial institution,
especially with savings and loan banks, and cooperatives.

Definitively speaking, this group is distinctive due tonitsre traditional features: a resistance
to changing institutions, risk-aversion, refusal to ask advice, lack of fiscal importance autithie
economic climate, etc.

5.3.2.2. Middle aged individuals

Group 1. Traditionalists in search of profitability without risk

This group ischaracterized byniddle aged people between 26 and 60 yeaes), heads of
families and belonging to the middle and upper classes.

The differential features which constitute this group are:

- Attitudes:

1. Show attitude apt to the search for informatabiout thevarious conditiongvailablefrom
the different financial institutions.

2. Relating to therevious featurethey find it a personal decision as to where to tpeir
savings.

3. Are rather risk averse, preferring greater security although a loss of profitability is expected.

4. In relation to profitability, they valumost highly the fiscalcomponenttherein. They are
ready to change institutions with the aim of receiving greater profits.

5. They consider saving as an important virtue which parents should teach to their children.

The most important savings motivestire heart othis groupare themotives dominated by
the"long term motives'i.e. foresight and bequestotives whichare thefirst and second savings
motives respectively.

- Behaviour:

1. In respect to theavings productsthey have on average a greatermber of assets.
Investment and retiremeritinds deservespecial attentionwhich are considered as th&ost
important assets.

2. Referring to financial organizatiorshis group is made up gdeoplewho are clients of
various institutions (mostly commercial banks) according to the result totals.

Group 3. Modern risk-seeking individualists

This group is primarily formed by middigedmen up to 45 years @ge. They arenostly
from the middle class with medium and high levels of education.

This group possesses the following differential characteristics:

- Attitudes:

1. Show the least amount of risk aversioralbthe groups. Inotherwords, this isthe group
which is most willing to assume risk with the aim of receiving a greater return.

2. In relation to the previous point, they value profitability:

2.1. They prefer profit to liquidity.



2.2. They are willing to change their institution in order to obtain better profit.

3. Admit a lack of fiscal concern in deciding where to place their savings.

4. They are the most reluctant to ask advice from their own institution even though they do not
consider (any morghan the othegroups)the decision of placingne's savings as a personal
decision.

5. They do not consider the attitude to save as a virtue that should be tought to their children.

The principlesavings motive of this group tenteredaround "short term" motivefinalist
and independence) or just as well the lack of motivation to save.

- Behaviours:

1. They represent tHewestpercentage of having any kind sdivings asset. they do have
any asset, they have only one which is most often a checking account.

2. In respect to the institution, they are clientso prefer one institution which is usually a
savings and loan bank.

From this threeway qualification we getmodernists bythe first trait, risk seekers from the
second and individualists by the third.

5.3.2.3. Youth

Group 4. Youths who are unfaithful

This group ischaracterized by a greatpredominance, in respect the sample values, of
people between thages of 14 to 25 years, single, comifigm the upper-middle class with
secondary and university educations.

This group presents the following differential attitudes:

- Attitudes:

1. Extreme lack of influence by the social and economic climate in choosing wheredhseiput
savings.

2. A favourable attitudéowards achange of financial institutions iorder toachieve greater
profitability. This attitude isstronger in youth regardless thieir insouciance t&now the banking
conditions of other institutions.

3. Lack of fiscal importance as a factor of profitability.

4. A lesser disposition to personally dedicate oneself to the placement of savings.

The principle savings motive the "short term" motive, due tthe finalist aspect ofavings.
The motivation couldalso be toachieve independendeom the family which is considered the
second important motivating factor.

- Behaviours:

1. In thatwhich is referred to as assets, this grouphgracterized apossessing, to k&rge
extent, only onesset. Hencehe assetgjiven greatest consideration are the checking account and
bank account which offer the most liquidity.

2. In respect to the institutions, they are clients of one institwtitim certain preference for
S+L banks and cooperatives instead of banks.



In summary,the most importantrait is the aptand favourableattitude towards changing
institutions with the aim of maximizing profit. This group is dominated lfaithful youth.
Together with this trait, a certain passiveness is indicated: the tendency to ask advice and to not make
a decision on their own. They also show little inclination to sefcinformationconcerning other
institutions.

6. Conclusion

As displayed in section 2 of this paperfalh in savingsrateshasbeen produced atgeneral
level in industrialized countries, especially in fanslgvings. In Spain, thill in savings haveen
even greater than in other countries.

In this context, an interest has been generated to understanthetresisonsare for saving,
and whatthe variables arevhich have a determined influence savings.These variables are
different according to the theory @avingsthat we carconsider:life cycle theory, altruism model
and theories about precautionary savings.

As the life cycle theory has for a long time been the dominant theory, other possible causes of
this fall in savings from the altruism model have been presented.

Some possible arguments that may account for the recent declines in the familiar red@sgs
in the world and especially in Spain, supported by the altruism model, are the following:

1. The PublicdWelfare State, in general, reduces priviadédsfers and affectsavings, which
fall. As an income is offered durintge retirement periodjamely Social Security, foresight saving
is reduced. Finally, as people are covef@duncertaintysuch as unemployment or iliness, the
precautionary saving also declines.

2. Theloss offamiliar values and a gradual family dissolution, provokedth®y increasing
number of divorcesthe reduction in thenumber ofchildren, the increasing independence of
children, etc., can explain thess of importance ddltruistic motive. Therefore, family dissolution
could have a significant negative impact on saving.

The importance oéachmentioned argument concernitige declining rate osaving reflects
the possibilities to more or less quickly modihe present tendencies. If tfamily dissolution can
partially explain the recent decline in savings, due to the reduction of pniteat&ivostransfers and
bequests caused kaftruistic motive, the recovery ofsavingsrates will be a long and expensive
labour.

Subsequentlythe analysis focuses othe influence of age ofamily savings: first by
gathering different macroeconomic research in Spain and abroad, then by prethentmgst
important results othe research omnarketsconducted in Navarre in order to determine the
importance of age in thmotives,attitudes and behaviors of families confronted it option to
save.

The age is the most influential socio-demographic variable. Throughout the entire research, age
was the socio-demographiwariable which permitted us talifferentiate clearly the attitudes and
behaviours ofthe Navarrans surveyed. Age offerscansiderable advantage;permitsthe easy



identification of the population sizerhich is especiallyuseful in forming athe perspective of
commercial activity.

Certain important considerations are hidden behind age. Primarily, there is a close relationship
between age and other socio-demographic variables such as social class, eldwestiamily role
and civil status. Secondly, age indicatesedes of obligations and family and econolapacities.
Family responsibilities othe father or lack ofncome for a young student reflected inthis.
Finally, ageexpresseshe evolution ofnew behaviours andttitudes just as ishows the most
important traditional attitudes.

The explicativeand differentiatingcapacity of the age, attitudend behaviour ofcertain
Navarrans is fundamentaltgflected in thesavings motives afhese Navarranslhe middle aged
and youth between 14 and 45 years of age, save, fundameiotaijnort-run motivestinalist and
independence motives.

On the otherhand, long-run motives, bequest and foresight savings motaresnore
prevalent in people surveyed of 40 years of age. The foresight savings motive reacizesnigm
during the years prior to retirement, while the bequest motive is maintained thereafter.

Diagram 1. Classification of particular Navarrans in relation to the age variable

Classification of individuals in relation to
the age variable

Middle age Youth Senior citizens

Type llI Type | Type IV Type I Type V

17% 31% 19% 20% 13%
Risk seeking Rational Insouciant and Unconcerned and Fajthful and
individualists conservatives Unfaithful comfortable loyal
Men between 14 Men between 26 and Between 14 and 25 56 + years, Middle aged,
and 45 year of agéb years of age, years of age, single, retired, women,  retirees, heads of
single, with married, upper and ~ With education, lower class, families, lower
education, middle classes upper-middle class little education  class, elementary

upper-middle class education



A second manifestation of this explicative capacity resides in a survey which includes different
types of individuals varying in attitudes and behaviours according to age. Indivicigshan 45
years ofage are depicted as havingre conservative attitudes while thywuth and middleaged
present less traditional attitudes.

In this way,the combination of attitudes, treatment and behaviouthm financialrealm,
including age, allows us tachieve five distinctgroups (diagraml): three traditional and
conservative groups (senior citizens and a group of middle-aged individuals), and twm ool
and risk-seeking groups (youth and the second group of middle-aged individuals).
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