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ABSTRACT
Developing countries generally exhibit low ‘saving’ (flow concept) and ‘savings’ (stock
concept) rates. The factors underlying household positive or negative saving behaviours
in developed and developing countries are not new in the macroeconomic literature.
Whereas some determinants are theoretically generic, others are country- or commu-
nity-specific and worth investigating. In this study, the determinants of household sav-
ing behaviour are examined. We obtain the results using primary data from a household
survey and a logit econometric model with its associated average marginal effects. Our
evidence shows that household income, level of education completed, employment sta-
tus, and households with launching children (or transitioning older adults) are primary
drivers of household saving behaviour in Ghana. Further heterogeneous analysis shows
that saving behaviour does not statistically differ by gender but by poverty headcount.
In line with the findings of this study, relevant policy prescriptions are discussed.

IMPACT STATEMENT
This study contributes to the ongoing discourse on household saving behaviour, specif-
ically within the context of developing countries, by providing empirical evidence from
Ghana. Utilising primary household survey data, the research identifies key factors such
as income, education level, employment status, and household lifecycle stages (e.g.,
families with launching children or transitioning older adults) as critical determinants of
saving behaviour. The findings offer actionable insights for policymakers in developing
economies aiming to boost saving rates, reduce poverty, and promote financial stability.
By demonstrating that household saving behaviour varies by poverty headcount rather
than gender, the study underscores the need for targeted financial inclusion and educa-
tion policies. The results are particularly relevant for economic development strategies
in countries with similar socio-economic structures, offering a foundation for tailored
interventions that can foster more resilient household financial practices. This paper’s
insights can shape future research and policy development aimed at addressing the
unique saving dynamics in developing nations, ultimately contributing to improved
macroeconomic stability and individual financial security.
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1. Introduction

In economic theory, saving and investment play crucial roles in stimulating economic growth. Various

studies, such as those conducted by Hagan and Amoah (2020), Wieliczko et al. (2020), and the recent

research by Bhat et al. (2024), emphasize the significance of saving as a key driver of economic growth

and development, particularly in developing countries. Similarly, Nduku (2017) has proposed that low

levels of saving hinder economic growth and impede overall development.
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In line with the Keynesian school of thought, saving is conventionally construed as a flow concept,
delineated as disposable income minus personal consumption expenditures (Smyth et al., 1993).
Accordingly, it represents income not immediately allocated to goods and services. This study adopts a
novel perspective, considering saving as a flow rather than a stock concept, defining it as a portion of
income not immediately consumed and susceptible to accruing interest or alternative returns over the
saving period. Thus, our focus is on the formal and informal saving behaviour of households, encom-
passing financial deposits held in banks, microfinance institutions, ‘susu groups,’ and other saving ave-
nues (e.g. credit unions), as well as home-saving. The formal and informal accumulation of savings plays
a pivotal role in enhancing overall welfare, furnishing a buffer against unforeseen circumstances, and
serving as a financial safety net during crises.

Theoretically, saving occupies a pivotal position within the circular flow of money. Solow (1956) contends
that saving propels capital accumulation, thereby fostering economic growth and expansion. Similarly,
Lewis (1954) underscores the importance of saving in sustaining growth and development. Consequently,
household saving holds significance for the economic development of both developed and developing
nations (Iyoha et al., 2003; Opoku, 2020; Sisay, 2023). Indeed, the prospect of future investments, at both
micro and macro levels, increases with the continuous growth of household saving. Regrettably, sub-
Saharan Africa grapples with low saving rates, limited capital accumulation, and unsustainable growth,
leading to underdevelopment. Utilizing the latest data from the World Bank (2023), Figure 1 illustrates how
even fragile economies outperform those in sub-Saharan Africa in terms of domestic saving.

Ghana, an economy in sub-Saharan Africa, experienced one of the lowest levels of gross domestic
saving between 2007 and 2008, as illustrated in Figure 2. However, from 2010 onwards, domestic saving
exhibited a significant increase, reaching a record high of approximately 22% by 2020. Subsequently,
domestic saving has seen a decline. With an inflation rate of 53.6% reported in January 2023 (Ghana

Figure 2. Gross domestic saving [s] (% of GDP) of Ghana. Data Source: World Bank, 2023.

Figure 1. Gross domestic saving[s] (% of GDP) of selected economies in 2021. Data Source: World Bank, 2023.
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Statistical Service (GSS), 2023), the outlook for domestic saving is uncertain. In Ghana, the inclination
towards consumption rather than saving remains a primary factor contributing to low incomes and sav-
ings among Ghanaian households (Issahaku, 2011). It is worth noting that low incomes are largely attri-
buted to low-wage employment (Nsowah-Nuamah et al., 2012), coupled with relatively high living costs
(see Kwakye et al., 2023), which leads to a preference for immediate survival (consumption) over future
needs (saving). Savings in Ghana can either be formal, such as using bank savings accounts, credit
unions & cooperatives, micro-finance institutions, savings and loans companies, mobile money and
investments accounts, or informal, such as susu collectors, cash savings or financial instruments at
home, storing in real assets, and rotating savings groups).

From Figure 2, it is evident that the notion of low saving among Ghanaians has remained consistent
since the 1960s. While there was a notable improvement in dynamics after 2012, with an average gross
domestic saving (% of GDP) of around 17%, this figure remains relatively low compared to the regional
average in 2021, as depicted in Figure 1.

The primary objective of this study is to investigate the underlying factors contributing to the perva-
sive low-saving behaviour observed among Ghanaian households. In contrast to prior research endeav-
ors (e.g. Baidoo et al., 2018; Larbi, 2013; Sakyi et al., 2021), the extent to which both formal and informal
saving practices are comprehensively addressed remains uncertain. Consequently, this study aims to fill
this gap by adopting a holistic approach to savings, encompassing both formal and informal methods,
and subsequently analysing the associated determinants. This approach is crucial due to the inherent
challenge of accurately capturing informal saving behaviours in national and global estimates, which
may lead to potentially misleading conclusions regarding saving trends. To ensure contextual relevance,
primary-level data is leveraged, accounting for both formal and informal saving practices. Furthermore,
departing from traditional aggregate measures, this study disaggregates key determinants such as
employment status to gain a more nuanced understanding of their heterogeneous nature. Moreover,
this research distinguishes itself by utilizing a substantial number of observations in the survey dataset,
a departure from previous studies (see Larbi, 2013; Sakyi et al., 2021) conducted in Ghana. Additionally,
the study incorporates insights from household precautionary saving hypothesis and life-cycle theory,
recognizing its significance in shaping household saving behaviour, as discussed by other scholars in the
literature (e.g. Amoah, 2020; Baiardi et al., 2020; Nduku, 2017), who has referred to the latter as the
‘household life-cycle variable’ or the ‘household with launching children variable’.

The remainder of the study is organised as follows: Section 2 provides a review of the literature.
Section 3 outlines the methodology employed in the study. Section 4 presents the results and corre-
sponding discussion. Finally, Section 5 encapsulates the conclusion and discusses policy implications.

2. Literature review

Over the years, various theories have emerged to elucidate individuals’ saving and spending behaviours.
One notable theory is Keynes’s Keynes (1936) absolute income hypothesis, which suggests that current
income levels significantly influence spending or saving decisions. Duesenberry’s Duesenberry (1949)
relative income hypothesis or theory suggests that income distribution plays a crucial role in influencing
individuals’ ability to save and aggregate saving. In contrast, Friedman (1957) contends that ‘permanent’
income, defined as income that remains constant over time, shapes people’s consumption behaviour.
According to Friedman, temporary fluctuations in income have minimal to no impact on household con-
sumption spending. Despite the prominence of Friedman’s Permanent Income Hypothesis, Ando and
Modigliani (1963) delve into the influence of long-term wages on individuals’ consumption and saving
behaviour within the framework of the life cycle hypothesis.

The life cycle hypothesis posits that consumers distribute their lifetime consumption by utilizing their
savings while actively employed, thereby smoothing, or sustaining their consumption levels during
retirement (Deaton, 2005). Both the life cycle and permanent income hypotheses are recognized as sub-
stantial theories in the realm of consumption and saving. These ideas, however, do not consider the
tight relationship between financial literacy and saving, which affects consumers’ capacity to decide
when and how to save for unforeseen expenses, as well as the importance of individual characteristics
and the industry in which one works. (Baidoo et al., 2018; Sakyi et al., 2021).

COGENT ECONOMICS & FINANCE 3



The decision to save or spend money early in life plays a crucial role in determining an individual’s wealth
accumulation. This significance is evident in variations observed in the wealth amassed at retirement, even
among those with similar lifetime incomes (Cronqvist & Siegel, 2015). The life-cycle theory outlines saving
behaviour, asserting that individuals’ savings levels are influenced by both age and the demographic struc-
ture of society, rather than solely by family income (Modigliani & Brumberg, 1954). The primary motivation
behind this theory is the accumulation of savings for future expenditures. It posits that people make choices
about their spending at different ages, constrained only by the resources available to them throughout their
lives. The fundamental assumption is that individuals aim to maximize the utility derived from their life-cycle
consumption. Consequently, consumption is viewed as a continuous process, even if income fluctuates over
the life cycle, with people saving primarily to fund consumption during old age.

Conversely, Friedman (1957) proposed the permanent-income theory, which emphasizes that individu-
als regularly experience unpredictable and temporary fluctuations in their income. According to this the-
ory, household consumption and savings are influenced by the distinction between long-term average
income (permanent income) and temporary income. Furthermore, the theory suggests that changes in
consumption patterns typically occur when there are adjustments to individuals’ permanent income
(Weiss, 2000). Both theoretical perspectives analyse savings from an economic perspective, where current
income serves as an indicator of future income expectations. As a result, individual characteristics may
impact people’s saving behaviour because their current income can affect their anticipated future income.

Numerous empirical studies have been conducted to elucidate the factors influencing savings glo-
bally. For instance, H€ufner and Koske (2010) explored household saving rates in G7 nations and identi-
fied wealth, government debt, the old-age dependency ratio, inflation rates, long-run interest rates, and
real disposable income as contributors to saving dynamics. In a model developed by Mody et al. (2012),
the representative household is confronted with both a stochastic income stream and a stochastic rate
of return on savings. The variability of the income stream is associated with a constant probability of
household unemployment, while the fluctuating rate of return on savings reflects investment risks. In
this context, households are advised to target a specific wealth-to-income ratio, aiming to accumulate a
reserve of assets to buffer against fluctuations in income sources. The authors demonstrate a positive
relationship between saving and unemployment, such that when unemployment risk increases, in line
with the precautionary saving hypothesis, people cut back on consumption to build up emergency sav-
ings. However, they argue that the impact of increased investment risk is uncertain, as the model’s cali-
bration may lead to either the income effect or the substitution effect predominating. Nonetheless, the
authors suggest that the influence of investment risk on the saving rate is minimal.

Faridi and Bashir (2010) applied an enhanced model of the life cycle hypothesis originally proposed by
Ando and Modigliani (1963) to examine the determinants of household saving in the Multan district of
Pakistan. Their analysis involved estimating the model using the Ordinary Least Squares approach. The
study revealed that household saving is significantly influenced by factors such as spouse participation, total
dependency rate, total household income, and the number of landholdings. Moreover, the ability of families
to save money is notably affected by the education level of the household head, the costs associated with
children’s schooling, family size, debt repayment capacity, marital status, and the value of their home.

Zwane et al. (2016) used panel data estimation methods to examine the determinants of household
saving in South Africa from 2008 to 2012. The investigation unveiled that household saving patterns are
significantly shaped by various factors including income, age distribution, level of education, and
employment status. They also revealed a negative causal association between saving behaviour and
household size, indicating that larger families encounter diminished opportunities for saving.

Mori (2019) examined the determinants of individual savings among Tanzanians using 2017 national
survey data with 8,959 observations. The findings reveal that Tanzanians predominantly link saving to
setting money aside to ensure its safety for future use. Moreover, the results indicate that a significant
number of Tanzanians opt for the informal method of keeping their money at home as a means of sav-
ing. Additionally, the study highlights that age and education level emerge as pivotal characteristics
influencing positive saving behaviour among Tanzanians.

Nwosu et al. (2020) adopted a microeconomic perspective to examine the determinants of saving
behaviour in Nigeria. Their analysis utilized both two-stage least squares and regular least squares method-
ologies. The study findings indicate that household saving in Nigeria is significantly affected by factors
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such as household size, occupation, geographical location, and age demographics. Furthermore, variables
such as the household’s living conditions, marital status, and access to infrastructure, such as electricity,
were found to play significant roles. Overall, the results highlight the importance of household socioeco-
nomic characteristics, geographical factors, and regional dynamics in shaping saving patterns in Nigeria.

Similarly, Asfaw et al. (2023) investigated the saving behaviour and intensity among pastoral and agro-
pastoral communities in Ethiopia’s Afar regional state. Employing a multi-stage sampling technique, the
study surveyed 600 households and utilized the double hurdle model to identify economic and demo-
graphic determinants. In a related study, Sisay (2023) assessed rural household saving status in Ethiopia,
revealing that over half of rural households did not save in formal financial institutions, with an estimated
saving intensity of approximately US$84 (4,788.115 ETB). Additionally, Bhat et al. (2024) examined the
determinants of rural household behaviour in Metekele, Beneshangu Guzu state, Ethiopia, using a mixed-
method approach and binary logistic regression analysis. Economic and demographic factors emerged as
principal determinants of rural households’ saving behaviour. Previous studies on saving in Ethiopia
include works by Mazengiya et al. (2022), Zeleke and Endris (2019), and Abebe (2017), among others.

Contributing to the literature on Ghana, Issahaku (2011) estimated the factors influencing financial invest-
ment and saving in the Nadowli District of the Upper West Region of Ghana using a microeconomic
approach. For investment and saving, two different multiple linear regression models were constructed.
Despite having low salaries, the author discovered that Nadowli residents tend to invest and save money. The
impact of various factors on saving behaviour was examined, revealing a negative correlation between the
number of dependents and saving, while income levels, educational attainment, and occupation positively
influenced saving. The study noted minimal effects of assets and age distribution on saving but identified
occupation, spending, assets, and saving as pivotal elements influencing household investment decisions.
Additionally, Larbi (2013) investigated the determinants of private saving in Ghana, utilizing residual-based
tests for cointegration developed by Phillips and Ouliaris (1990) to explore the long-term relationship
between private saving and its determinants. Larbi found significant positive associations between private
saving and financial liberalization, per capita income, and inflation, suggesting support for the Ricardian
Equivalence Theory based on the positive and significant coefficient of the fiscal deficit variable in Ghana.
Despite a strong inclination toward saving, the study highlighted limitations in the ability to save effectively.

Also, to support their claim that financial literacy is essential for encouraging domestic saving, Baidoo
et al. (2018) draw on prior research and offer evidence. Primary data was used, and their estimation
method was the binary probit regression model. Their findings emphasise the importance of integrating
financial literacy initiatives into a comprehensive policy framework targeting Ghanaians to bolster
domestic saving, a fundamental precursor to investment and, thereby, fostering sustainable economic
growth. In their study, Sakyi et al. (2021) examined factors influencing saving among commercial drivers
in Ghana. Their findings revealed that drivers who own their vehicles, engage in a second job, and have
proximity to financial institutions are more inclined to save. Additionally, the study highlighted a nega-
tive correlation between demographic factors such as age, education, financial literacy, and saving.
Lastly, Baidoo-Mensah (2018) examined the savings frequency among tomato farmers in Ghana. The
author applied a multinomial logistic regression and found factors such as the amount saved per period,
education and non-farm income as determinants of saving frequency.

So far, there has been a notable scarcity of studies on household saving behaviour in Ghana.
Furthermore, none of the reviewed studies have examined the precautionary saving hypothesis in Africa.
To the best of our knowledge, no study has incorporated disaggregated employment levels and/or
measures of family life-cycle, which are theoretically pertinent. Therefore, this study makes a valuable
contribution to the existing literature in this regard.

3. Methodology

As per the Ghana Statistical Service (GSS, 2012), a household is defined as an individual or a collective
of people, whether they are related or not, residing in the same housing unit. These individuals share
responsibilities such as housekeeping and cooking and are considered a cohesive unit, with an adult
male or female recognized as the household head. The composition of a household reflects the social
structure of the population and may include a man, his wife or wives, children, and other relatives or
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non-relatives cohabiting. It’s crucial to note that members of a household are not necessarily linked by
familial or marital ties.

This study utilized primary data sources collected through questionnaires distributed to a representa-
tive1 sample of 1650 household heads in the Greater Accra Region (GAR), which is cosmopolitan in nature.
The sample size was determined based on the total number of urban households. Further, this study could
not rely the 2021 census data because it was not available at the start of the study. Therefore, we relied on
the Ghana Statistical Services’ earlier publicly available population and housing census final report for the
administrative district information. That is, ten administrative districts and municipalities in the GAR, with a
total population of approximately 4,010,054, including 733,955 urban households. It is important to note
that non-responses occurred in some variables, a common occurrence in ethically validated surveys where
respondents have the right to choose whether to answer or not.

The study covers all ten districts and municipalities in the GAR at the survey’s time. Given that the head
of the household is typically regarded as the primary provider and holds responsibility for the household’s
economic and social welfare, the questionnaires were exclusively administered to household heads. This
approach ensures that those in the best position to provide accurate and relevant responses are targeted.

Data collection took place from April to May 2014, employing the multistage probability sampling
technique. This approach was chosen due to the dispersed nature of many settlement communities in
the GAR. In using the multistage probability sampling technique, the region was first and foremost div-
ided into 10 clusters (administrative districts). Secondly, each cluster was also subdivided into commun-
ities. Thirdly, based on the Physical Planning Department’s list of communities, communities in the
cluster and their associated households were listed. The households were selected and interviewed using
a simple random approach to arrive at the targeted sample size. In the household, the household head
was interviewed on behalf of the entire household. In the event that the households head is not avail-
able, the next in the household decision-making was interviewed.

A structured questionnaire is mostly the preferred method by researchers in household surveys. This
study is no exception and therefore used the face-to-face method in administering the questionnaire.
One criterion used in selecting the interviewers was the ability of the interviewer to eloquently interact
with the interviewees either in English or in their local dialect. Selected candidates were also trained to
ensure excellent delivery of services. Overall, this was achieved and even reflected in the number of
observations used for this study.

This study satisfied the University of East Anglia’s ethical requirements, where ethical approval was
sought from the university’s Research Ethics Committee before data collection2. All respondents’ involve-
ment was voluntary as participation was not under compulsion. Further, in the event that the respond-
ent felt uncomfortable continuing the process, they reserved the right to exit as and when necessary.
Thus, respondents’ informed consent was sought before questionnaires were administered. Generally,
the survey instrument did not contain questions or practices that could cause physical harm or trigger
psychological stress, anxiety, depression, or mental torture to the respondents or any member of their
household. Consequently, this study does not raise any ethical concerns relevant to the social science
discipline.

3.1. Econometric strategy

Theoretically, the microeconomic determinants of saving behaviour have been explained by the life-cycle
hypothesis and the permanent income hypothesis. Both theories identify economic factors (e.g. wealth,
income, etc.), demographic factors (age, education, employment), behavioural factors (e.g. expectations).
In line with the theories and data availability, we conceptually model (Refer to Figure A1 in Appendix)
the household saving behaviour as a function of household economic and demographic factors.
Mathematically, we show the household microeconomic saving behaviour model as:

Household saving behaviour¼ f (income, age, life-cycle, education, levels of employment)

HSB ¼ B0 þ B1 IMi þ B2 AGi þ B3 HLi þ B4 EDUi þ B5 EMPi þ u (1)

Where HSB denotes household saving behaviour. B0 denotes the constant term. B1, B2, B3, B4, and B5
are parameter estimates. u is the residual or the error term. IMi denotes the average income of the
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household head in Ghana cedis per month. AGi denotes the age of the household head in years. HLi
denotes whether the household has launching or transitioning children3 in the family life-cycle, EDUi

denotes the education level attained by the household head. EMPi denotes the levels of employment of
the household head. In detail, household saving behaviour is a dummy variable where households with
evidence of saving either formally or informally were coded 1, otherwise, 0. Household income is meas-
ured as the average income in Ghana cedi earned by the household head per month, Education is a
dummy and is denoted by 1 for a household head that is educated and 0, otherwise. Age is the number
of years attained by the household head at the time of the survey. Household with launching children
in the family life-cycle. Generally, the family life-cycle includes seven stages. All other stages are coded
as 0, while household with launching children are coded as 1. Employment status is a categorical vari-
able reflecting variation in the employment of the household head. It is coded as follows: 1 for being
unemployed during the last 7 days, 2 for full-time employment in a private firm, 3 for full-time employ-
ment in a public firm, 4 for self-employment without employee(s), 5 for self-employment with employ-
ee(s), 6 for casual worker, 7 for apprentice, 8 for domestic employee, 9 for contributing family worker,
and 10 for a retired household head.

A priori, we expect that the household’s average income will exert a significant positive impact on its
saving behaviour. This aligns with the permanent income hypothesis, which posits that individuals shape
their consumption decisions based on their expected long-term average income rather than their cur-
rent income. This typically involves saving during periods of higher income and utilizing those savings
or dis-saving during periods of lower income.

Furthermore, we expect the age of the household head to have a significant negative influence on
saving behaviour, as suggested by the life cycle theory. This theory implies that individuals strategically
plan their consumption and saving patterns over their lifetime, considering income fluctuations and
future needs. Household heads at different ages may exhibit varying income levels based on their posi-
tion in the life cycle. For instance, younger heads may find themselves in the early stages of their
careers, earning less but potentially experiencing income growth over time. Conversely, older heads may
be approaching retirement age, having either reached their peak earning potential or begun to experi-
ence declining income.

Based on practice, custom, culture and economic reasons, we expect household with launching or
transitioning older adults or children (HL) to influence households’ decision to have or not. If for cultural
reasons or by practice, the parents owe their child a transitioning responsibility, we expect that to
decrease their saving potential and behaviour. Alternatively, if there is no such responsibility on the
parents, transitioning children rather feel obliged to support the parents hence saving potential and
behaviour will be high. In the case of education, we expect the education level attained by the house-
hold head to have a positive effect on saving behaviour since education may influence household mem-
bers to save more due to financial literacy. Lastly, we expect the employment status of the household
head to influence saving behaviour positively. Employment of any kind so far as some income is earned
at the end of the period may provide means for a household to save.

3.2. Model diagnostics test

The model specified in Equation 1, is evaluated to ensure the validity and accuracy of the study’s esti-
mates. First, we acknowledge the possibility that models of this nature may suffer from endogeneity
stemming from reverse causality or feedback loop. This is because, it is possible for saving behaviour to
correlate with socio-economic factors (for example, educational choices, employment opportunities etc.)
while the reverse is also true. That is, households characterised by more saving behaviour may be able
to accumulate more resources and afford better education for their children, creating reverse causality
between education and saving behaviour. Similarly, the level of employment may influence saving
behaviour as expected, but savings could also affect employment decisions, making it challenging to dis-
entangle the direction of causality between the two. Given that the present data is limited in scope and
time, we acknowledge this as a limitation of the study and interpret the results as regression-based cor-
relations, treating them as associations rather than causal relationships. This acknowledgement high-
lights the relevance of Deaton’s causality claim between savings and other economic variables (Deaton,
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1999). Better still, we admit that associations are not new in empirical studies (Refer to Amoah et al.,
2022; Amoah & Asamoah, 2022; Tetteh et al., 2022).

Next, we investigate the presence of multicollinearity which is commonly found in cross-sectional and
time series studies (Amoah & Moffatt, 2021). Intuitively, we expect that income and levels of employ-
ment may be closely related. That is, a higher level of employment often results in higher income, so it
might be difficult to distinguish the separate effects of each on saving behaviour. Statistically, this prob-
lem is investigated to ascertain whether it exists or otherwise. From the pairwise correlation test results
as reported in Table A1 (Appendix), we find that the highest level of correlation between age and life-
cycle is 0.27 which is not so severe as to raise multicollinearity concerns.

Another common identification problem with cross-sectional data is heteroskedasticity (Amoah &
Moffatt, 2021). This identification problem occurs in empirical studies when the variance (or variability)
of the error terms in a regression model is not constant across all levels of the independent variables. In
studies involving different groups (e.g. districts, households, regions), heteroskedasticity can emerge if
there are significant district-specific differences. In Table 5, this problem is addressed by introducing dis-
trict-level dummy variables to reduce the severity of heteroskedasticity. This is further supplemented
with other methods like robust standard errors to largely address heteroskedasticity issues.

4. Results

4.1.1. Descriptive statistics

Table 1 presents the descriptive statistics for the variables used in the estimation. The dependent vari-
able, saving behaviour, denotes whether participants saved a portion of their disposable income (coded
as 1) or not (coded as 0). On average, 73% of the respondents reported savings from their disposable
income, while 27% did not exhibit any saving behaviour. The observed saving behaviour appears rela-
tively high as it encompasses both formal and informal saving practices. In a related survey study on
Ghana, Baidoo et al. (2018) showed that about 88% engages in saving behaviour while about 12% do
not. However, the other studies that have reported low saving rates often focuses solely on formal sav-
ing behaviour (e.g. Sisay, 2023), this study accounts for both formal and informal saving behaviours. So
far, the evidence of a high propensity to save behaviour is undeniable. This view has recently been but-
tressed by the sharp rise in mobile money transactions and savings (Amoah, 2020), which are also char-
acterized by relatively higher interest rates (Kweku Asiama et al., 2020). By implication, the distribution
of the present study suggests that most people in the GAR engage in some form of saving (formal and
informal) for future consumption and other reasons. The fact that more than 50% of individuals save
indicates that residents in the GAR prioritise their long-term financial goals. They set aside money for
emergencies, retirement, education, homeownership, or other future expenses. This behaviour reflects a
sense of responsibility and an understanding of the importance of financial preparedness.

Regarding the independent variables, the average monthly household income was Ghs636 ($109),
which closely aligns with the national estimate of Ghs544 ($94) (GSS, 2008). This implies that, on aver-
age, the respondents exhibit a low-income profile, a characteristic of a developing country, while also
displaying a youthful age structure that is well-distributed across different age groups. The average age
of the respondents is 39 years, and their ages range from 18-years to 72-years. Approximately 18% of
the respondents identified their households as a family with launching children while 82% also identified
their households as families characterised by the other stages of the family life cycle. This also shows a

Table 1. Descriptive Statistics.

Statistics
Saving Behaviour

(Dummy)
Income
(Ghs)

Age
(Years)

HH Dummy
(Launching Children)

Edu
(Dummy)

Emp Status
(Categorical)

Mean/Percent 73% 636 39 18% 59% 4.00
p50 1 380 37 0 1 4.00
Sd 0.45 581.35 11.86 0.29 0.49 2.16
Skewness −1.01 2.08 0.31 −2.75 −0.35 1.15
Kurtosis 2.02 8.17 2.17 8.54 1.12 4.20
Min 0 160 18 0 0 1
Max 1 4400 72 1 1 10
N 1648 1604 1648 1645 1648 1640
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reasonable spread across the different stages of the family life cycle. Regarding education, about 59% of
the household heads had completed at least upper secondary school (Senior High School) reflecting the
evidence provided by the Ghana Statistical Service in the 2021 Census report that approximately 41% of
the population who are 18 years and older are presently pursuing a tertiary level education. The average
value of employment status (Emp. Status) is around four (4), indicating that most of the respondents are
self-employed individuals without employees. This observation highlights the significant presence of
informal employment across various sectors in Ghana.

From Tables 2–4, we perform a heterogenous test analysis of saving behaviour. Table 2 illustrates a
statistically insignificant parametric and non-parametric test of saving based on the gender of the house-
hold head. This indicates that there is no statistically significant difference in saving behaviour between
male and female-headed households in the GAR.

The absence of a difference in saving behaviour between male and female household heads may be
attributed to underlying socioeconomic factors. If both genders face similar economic circumstances,
such as comparable income levels, expenses, and access to resources, it will naturally result in a similar
level of saving. This is indicative of a society where socioeconomic factors play a greater role in deter-
mining saving behaviour than gender.

We construct the poverty headcount index according to the international poverty line purchasing power
value as the threshold. Those whose monthly income is above the threshold are described as having a low
poverty headcount, while those who earn below the threshold are described as having a high poverty
headcount. Table 3 shows a statistically significant parametric and non-parametric test of saving by poverty
headcount. This implies saving is generally low in the GAR in Ghana, as having a and this is largely a result
of the relatively high poverty headcount in most developing countries. The high poverty headcount,
mostly in developing countries, contributes to a range of factors inhibiting saving in the financial sector.
There is vast empirical evidence indicating that individuals in underdeveloped nations face difficulties in
obtaining formal financial services such as savings accounts, which consequently impedes their ability to
save money. The primary reasons for this limited access to formal financial services are frequently attribu-
ted to factors like inadequate banking infrastructure and limited network coverage, high transaction costs,
a lack of financial knowledge, and insufficient information. These causes have been highlighted by various
studies (e.g., Allen et al., 2014; Ghosh, 2020; Jack & Suri, 2014).

Subsequently, we develop a poverty index to categorise individuals as poor or unpoor. The index is
established using the World Bank’s lower middle-income class poverty line as a threshold. Individuals
with monthly incomes below this poverty line are categorised as poor, while those earning above it are

Table 2. Test of saving and gender of the household head.
Parametric test Non-parametric test

Ho: Saving (Male) ¼ Saving (Female)
Two-Sample t-test with equal variances Two-sample Wilcoxon rank-sum (Mann-Whitney) test
t¼ 0.7087 z¼ 0.709
Pr( Tj j > tj j) ¼ 0.4786 Prob > zj j ¼ 0.4784
Statistically Insignificant Statistically Insignificant

Table 4. Test of saving dummy by poverty index.
Parametric test Non-parametric test

Two-sample t-test with equal variances Two-sample Wilcoxon rank-sum (Mann-Whitney) test
t¼−9.4959 z¼−9.249
Pr( Tj j > tj j) ¼ 0.0000 Prob > zj j ¼ 0.0000
Statistically Significant Statistically Significant

Table 3. Test of saving by poverty headcount.
Parametric test Non-parametric test

Two-Sample t-test with equal variances Two-sample Wilcoxon rank-sum (Mann-Whitney) test
t¼−13.8614 z¼−13.121
Pr( Tj j > tj j) ¼ 0.0000 Prob > zj j ¼ 0.0000
Statistically Significant Statistically Significant
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labelled as unpoor. Table 4 presents a statistically significant parametric and non-parametric test of sav-
ing based on the poverty index. This affirms the assertion that saving is generally low in the GAR, largely
attributable to relatively high levels of poverty.

4.2 Regression analysis

In line with the life-cycle hypothesis theory, income is a key predictor of saving behaviour. So, in model-
ling saving behaviour, income is transformed into natural logarithm and included in the model. From
Table 5, holding all else constant, we find a positive association between income and saving behaviour.
That is, an increase in household income is likely to be associated with a 15% higher probability that
the household will save. This implies that income exhibits a positive and statistically highly significant
influence on households’ saving behaviour. Empirically, our present evidence confirms the findings of
earlier studies on saving behaviour in developing countries (see Faridi & Bashir, 2010; Nwosu et al.,
2020; Zwane et al., 2016). Theoretically, this result corroborates with the life-cycle hypothesis, which pro-
poses that people aim at balancing their consumption patterns over their lifetime by borrowing during
periods of low income and saving during periods of high income.

Contrary to earlier studies on Ghana, the life-cycle of households is not accounted for in determining
their saving behaviour; however, the present study bridges that gap by introducing a dummy of

Table 5. Logit regression results.
(1) Average (2) Average

Variables logit-model Marginal effects logit-model Marginal effects

Household income (Log) 0.8826��� 0.1477��� 0.9141��� 0.1493���
(0.104) (0.016) (0.108) (0.016)

Age in Years 0.0010 0.0002 0.0004 0.0001
(0.006) (0.001) (0.006) (0.001)

Household with launching children −0.3223� −0.0478� −0.2897� −0.0456�
(0.181) (0.028) (0.186) (0.028)

Education (Levels)
Education ¼ 2 (Primary/J.S.S. etc.) −0.0614 −0.0109 −0.0786 −0.0136

(0.250) (0.044) (0.251) (0.043)
Education ¼ 3 (Sec/Voc. etc.) 0.2161 0.0366 0.1918 0.032

(0.255) (0.044) (0.257) (0.044)
Education ¼ 4 (First Degree etc.) 0.1076 0.0186 0.1479 0.0246

(0.311) (0.054) (0.314) (0.053)
Education ¼ 5 (Second Degree and Above etc.) 1.0844�� 0.1531�� 1.0614�� 0.1470��

(0.455) (0.059) (0.449) (0.057)
Employment status (Unemployed during last 7 days)
Employment status ¼ 2, Full-time employee of a private firm 1.6383��� 0.3384��� 1.6523��� 0.3314���

(0.291) (0.061) (0.290) (0.059)
Employment status ¼ 3, Full-time employee of a public firm 1.3089��� 0.2778��� 1.2937��� 0.2673���

(0.328) (0.069) (0.326) (0.067)
Employment status ¼ 4, Self-employed without employee(s) 1.8495��� 0.3733��� 1.8505��� 0.3634���

(0.274) (0.057) (0.271) (0.055)
Employment status ¼ 5, Self-employed with employee(s) 1.9838��� 0.3939��� 1.9920��� 0.3846���

(0.333) (0.064) (0.332) (0.062)
Employment status ¼ 6, Casual worker 1.4821��� 0.3106��� 1.5320��� 0.3108���

(0.399) (0.078) (0.405) (0.076)
Employment status ¼ 7, Apprentice 2.4233��� 0.4515��� 2.6182��� 0.4613���

(0.595) (0.082) (0.620) (0.078)
Employment status ¼ 8, Domestic employee 1.2976��� 0.2756��� 1.4440��� 0.2951���

(0.379) (0.076) (0.390) (0.074)
Employment status ¼ 9, Contributing family worker 1.1466��� 0.2456��� 1.1320�� 0.2360���

(0.433) (0.089) (0.445) (0.089)
Employment status ¼ 10, Retired 0.1394 0.0295 0.0224 0.0462

(0.381) (0.081) (0.385) (0.079)
Constant −5.7534��� −5.7408���

(0.647) (0.684)
District dummies (Fixed effect) No Yes
Wald chi2(22) 215.02��� 225.68���
Pseudo R2 0.1390 0.1576
AIC (df ¼ 14/23) 1656.713 1639.644
Log pseudolikelihood −814.3566 −796.8220
Observations 1.596 1.596 1.596 1.596

Dependent Variable: saving behaviour (Binary).
Robust standard errors in parentheses.���p< 0.01, ��p< 0.05, �p< 0.1.
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households with launching children in their life-cycle. Thus, this serves as a key contribution to the litera-
ture. This is consistent with the view shared by Cap�eau and De Rock (2015), that changes in family compos-
ition matter in determining saving behaviour. A priori, the outcome of this variable can vary widely
depending on household circumstances, cultural norms, and financial priorities. In the present finding, we
show evidence of a negative and statistically moderately significant relationship between a household
with launching children in their life-cycle and households’ saving behaviour. That is, if households with
launching children in their life-cycle increase by 1 person, the associated saving behaviour is more likely to
decrease by 5%. Indeed, parents who have stayed with their children and borne all their financial burdens
still feel obliged in their children’s transition to independence and self-reliance. Parents therefore continue
to allocate resources to support their children’s transition, leaving fewer household funds for saving. A
study by Lugauer et al. (2019), demonstrates that in families where the entire family burden is less, there is
a higher tendency to observe saving behaviour. This is consistent with the present study, where higher
household burden decreases the probability for households to exhibit saving behaviour.

Our evidence shows that households with primary or junior secondary school education do not sig-
nificantly impact their saving behaviour compared to those with no education, as indicated by the nega-
tive coefficients. The results are not statistically significant, suggesting that the level of primary
education does not strongly influence the likelihood of saving. Also, secondary or vocational education
has a positive but not statistically significant impact on saving behaviour compared to having no educa-
tion. While the positive coefficient suggests a tendency towards better saving behaviour, the lack of sig-
nificance implies that this effect is not robust. Some studies have shown that basic education might not
provide sufficient financial literacy or income increase to affect saving behaviour significantly (Lusardi &
Mitchell, 2014). In addition, having a first degree shows a small positive impact on saving behaviour, but
it is not statistically significant. This suggests that while higher education may enhance financial aware-
ness and capability, it does not significantly alter saving behaviour in this context given the meagre sal-
aries being paid to first degree holders in Ghana. However, holding a second degree (e.g., a master’s
degree) and above (e.g., a doctorate degree) significantly increases the likelihood of saving by approxi-
mately 15% compared to having no education. The positive and statistically significant coefficients sug-
gest that advanced education levels substantially enhance saving behaviour. This is consistent with the
financial literacy theory, which suggests that higher education, especially at advanced levels, typically
includes better exposure to financial knowledge and skills (Lusardi & Mitchell, 2014), as well as sufficient
pay cheques generally in excess of household average expenditure. Empirical studies support the notion
that higher educational attainment correlates with better financial literacy, higher income, and more dis-
ciplined financial behaviours, including savings (Bernheim et al., 2001; Lusardi & Tufano, 2015).
Advanced degrees often lead to better-paying jobs and a greater understanding of the importance of
saving for future security.

Undoubtedly, the level of a person’s employment status is important in determining the associated
work entitlements and how much can be available for saving. In this study, we disaggregate the status
of employment into ten levels, with unemployment as the base case. Except for the retired status, which
is found to be relatively positive, albeit statistically insignificant, all the other levels are significant.
Relative to the unemployed, household heads’ levels of employment, which include those who are in
full-time employment in the private or public sector, self-employed with or without employees, casual
workers, apprentices, domestic employees, or contributing family workers, are more likely to influence
household saving behaviour, holding all else constant. This implies that, except for the retired, those
who are gainfully employed are found to demonstrate some level of saving behaviour, however at dif-
ferent levels. Thus, households with heads who are either retired or unemployed are not likely to be
associated with saving behaviour. This corroborates with Klemm (2012) who finds higher job insecurity
is generally accompanied by a slightly lower saving rate; thus, a secured job may influence the level of
saving significantly.

4.3. A test of precautionary saving hypothesis

The study extends the analysis by investigating whether household saving behaviour is underscored driven
by the precautionary saving or spending hypothesis. The standard theory explains household saving or
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spending choices under uncertainty. This theory dates back to the 1960s; however, recent considerations
have triggered a significant new strand of literature (Choi et al., 2017; Baiardi et al., 2020).

In this study, to ensure robustness of the evidence, we present two main assumptions. First, we
assumed that a household with formal employment (i.e. any kind of employment where wages/salaries
are earned) may have a weaker precautionary motive for saving owing to stable and predictable income
streams, job security, etc. On the other hand, a household with informal employment (i.e. unemployed
and relies on supports) may be associated with a stronger precautionary motive for saving because of
the risk of employment uncertainty.

In respect of the second assumption, the study posits that a household with formal employment (i.e.
full employment, be it public or private, etc.) may have a weaker precautionary motive for saving owing
to stable and predictable income streams, job security, etc. On the other hand, a household with infor-
mal employment (i.e. casual worker, domestic worker, domestic employee, etc.) may be associated with a
stronger precautionary motive for saving because of the risk of employment uncertainty.

To operationalise the theory under the different assumptions, we generated new independent binary
variables to measure the risk of employment uncertainty and how that can influence saving behaviour.
That is, households in formal employment with stronger precautionary motives are coded as the variable
of interest (1), while those in informal employment are used as the reference category (0). Adding all
other controls, as in the case of Table 5, we estimate the relationship between formal employment and
saving behaviour and present the results in Table 6. Relative to the informal (formal) employment, the
results highlight a positive (negative) relationship between formal (informal) employment and household
saving behaviour outcomes. The coefficient of the logit models and average marginal effects indicate
that formal employment significantly enhances saving behaviour compared to informal employment.
That is, from Table 6, under different assumptions, the coefficients (0.3956�� and 0.5082���) and mar-
ginal effects (0.0727�� and 0.0980���) suggest that relatively, formal (informal) employment is positively
(negatively) associated with household saving behaviour, emphasizing the benefits of reliable, formal
jobs over unreliable, informal ones. Indeed, unlike the evidence provided by Kennickell and Lusardi
(2005) and Choi et al. (2017) in higher-income country settings, this study did not find any evidence to
support the precautionary saving hypothesis. Rather, we observed saving behaviour among households
with certainty regarding future incomes, which is a characteristic of most developing countries where
immediate survival is prioritised over future unknowns.

For robustness checks, another dummy variable is created using the minimum wage as the threshold.
Those who earn below the minimum wage are treated as having a lower income, while those who earn
above the minimum income are treated as higher income. The dummy variables for income and
employment status are interacted to ascertain whether we will find evidence that corroborates with the
results in Table 6.

From Table 7, the first interaction (0, 0), represents the baseline category where the household is
associated with low income (Household Income Dummy ¼ 0), and is not formally employed (Formal

Table 6. Test results of precautionary saving hypothesis.
Assumption 1 results Assumption 2 results

Logit Average Logit Average
VARIABLES Model Marginal effects Model Marginal effects

Reference (Informal Employment ¼ 0)
Formal Employment (¼ 1) 0.3956�� 0.0727�� 0.5082��� 0.0980���

(0.166) (0.032) (0.129) (0.025)
Control Variables Yes Yes
District Dummies (Fixed Effect) Yes Yes
Constant −4.6707��� 1.0250���

(0.631) (0.093)
Wald chi2 (14/10) 166.62��� 5153���
Pseudo R2 0.1141 0.0297
AIC (df ¼ 14/11) 1711.528 1899.257
Log pseudolikelihood −840.7638 −938.629
Observations 1,604 1,640

Dep Variable: saving behaviour (Binary).
Robust standard errors in parentheses.���p< 0.01, ��p< 0.05, �p< 0.1.
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Employment Dummy ¼ 0). The coefficient for the reference category of 0.0000, implies no effect by this
interaction’s effect on saving behaviour.

The next interaction, (0, 1), which represents households with low income but formal employment,
reports a coefficient of 0.1645 in Model 1 and 0.1697 in Model 2. These coefficients are positive but not
statistically significant. Thus, with reference to the baseline category, formal employment in a low-
income household marginally increases the probability that a household would exhibit saving behaviour;
however, this effect is not statistically significant.

The third interaction, (1, 0), denotes households with high income but without formal employment
and reports coefficients of 0.0047 in Model 1 and 0.0092 in Model 2. Both coefficients are statistically
insignificant, meaning that high household income has the probability of increasing saving behaviour,
even without formal employment. This shows signs of the precautionary saving hypothesis, albeit insig-
nificant statistically.

To further investigate this, we leverage the evidence from the fourth interaction (1,1). This represents
households with both high income and formal employment. The coefficients are 1.5625 in Model 1 and
1.5423 in Model 2, with both being highly statistically significant. This implies that when both household
income is high and the individual is formally employed, the probability that the household would save
significantly increases. This evidence attests to the absence of the precautionary saving hypothesis as
earlier established in Table 6.

4.4. Discussion of results

In analysing the determinants of household saving behaviour using household survey data conducted in
the Greater Accra Region of Ghana, the study estimates the factors influencing saving behaviour. The
use of average marginal effects in the empirical analysis allows for a clearer interpretation of how
changes in key factors influence the likelihood of saving behaviour (Deaton, 1999). The findings reveal
that household disposable income, the educational attainment of household heads, employment status,
and households with launching children are significant drivers of saving behaviour. These results align
with existing literature on the relationship between household characteristics and saving behaviour,
emphasising the role of income and education in enabling savings accumulation (Ang, 2009; Deaton,
2016; Faridi & Bashir, 2010; Kulikov et al., 2009).

In a broader sense, the study by Faridi and Bashir (2010) conducted in the Multan district of Pakistan
found that total household income, spouse participation, total dependency rate, and the size of land-
holdings were found to significantly increase household saving. Similarly, at the micro level in Akram
(2023), household saving was observed to increase with factors such as income, residence in a nucleus
family, house ownership, and the receipt of remittances from abroad, particularly among individuals in
the agriculture sector. Highlighting the importance of household current income, Harris et al. (2002)
assert that it is perhaps the most crucial determinant of saving.

Table 7. Robustness test results of precautionary saving hypothesis.

VARIABLES
logit

Model (1)
logit

Model (2)

Household income dummy� Formal employment dummy
0 0 0.0000 0.0000

(0.000) (0.000)
0 1 0.1645 0.1697

(0.155) (0.157)
1 0 0.0047 0.0092

(0.156) (0.157)
1 1 1.5625��� 1.5423���

(0.210) (0.214)
Constant 0.5715��� 0.7736���

(0.074) (0.101)
Control variables Yes Yes
District dummies (Fixed Effect) No Yes
Observations 1.640 1.640

Dependent Variable: saving behaviour (Binary).
Robust standard errors in parentheses.���p< 0.01, ��p< 0.05, �p< 0.1.
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In time series-related studies, Ang (2009) found that higher income growth in China and India pro-
motes more household saving. Whereas Le Blanc (2016) found that in Ireland, wealthier households are
relatively more likely to save than poorer households. This implies that, in most developing and even
developed countries, saving behaviour is significantly influenced by households’ economic power.
However, under uncertainty, Guariglia (2003) suggests that households tend to save more when they
anticipate a deterioration in their financial situation. This view lends support to the precautionary saving
hypothesis, which is not empirically established in the present study.

In a two-person household, the extent and nature of saving, along with the corresponding time tra-
jectory of consumption, are heavily influenced by the distribution of income within the household. The
significant positive influence of income on household saving behaviour calls for policies that may pro-
mote income growth and stability for households in Ghana. Thus, creating job opportunities for financial
empowerment fosters growth and leads to higher income levels for households through an increase in
wages and financial assets to drive increased saving.

In economic theory, saving and investment are essential drivers of economic growth. Regarding the
saving-growth nexus, Deaton (1999), explores the complex link between savings and economic growth,
arguing that while savings can support growth through investment, the relationship is not straightfor-
ward. He emphasises the influence of factors like income distribution and institutional conditions and
cautions against assuming a direct causal link between savings and growth. Further, Deaton (2016) cri-
tiques traditional measures of welfare and poverty, advocating for broader approaches that consider
health, well-being, and consumption patterns to better understand individual behaviour and living
standards. Both studies by Deaton highlight the importance of nuanced analysis in economic research
and policymaking, particularly when examining the drivers of saving, growth, and welfare outcomes.

In Cap�eau and De Rock (2015), saving behaviour is fundamentally driven by the change in family
composition. Families with fewer dependent children were also found to significantly influence saving
rates (Lugauer et al., 2019). The relationship between family life-cycle and saving behaviour in Ghana
can be analysed using the life-cycle and social support theory that provides insights into the mecha-
nisms behind this influence. Per the life-cycle theory, in larger households with more spending responsi-
bilities, the level of financial obligations easily limits households’ propensity to save. As a result, saving
behaviour may be influenced by the need to meet immediate household expenses rather than focusing
on long-term saving goals. Also, in Ghanaian households, extended family members often live together
or provide financial assistance to each other. This social support network can influence saving behaviour
by enabling individuals to rely on family resources in times of need, reducing the urgency to save for
emergencies or future expenses.

According to the findings of this study, education is another important driver of saving behaviour,
which leads to greater financial literacy. In this light, this study highlights the need to implement com-
prehensive financial literacy programmes at various levels of education. These programmes should seek
to equip individuals with the necessary knowledge and skills to make informed financial decisions,
encouraging responsible saving habits from an early age. In addition, through education, the level of
knowledge about the opportunities in saving, such as interest accruals, access to loans and overdrafts,
retirement planning, etc., can be unravelled to households, which will greatly inure to their benefits.

Further, this study identifies disaggregated employment as an important determinant of saving
behaviour. The study shows that, relative to the unemployed, all employed jobs positively and signifi-
cantly drive saving behaviour. Although there was no such statistically significant effect with respect to
the retired because they are limited with their inflows and rather depend on their savings for their
upkeep. Generally, through employment, people are able to fend for themselves and their households.
Now, for household heads whose employment status is associated with higher wages and salaries, they
are more likely to have a very high saving behaviour as compared to those whose remuneration barely
suffices for only their households. Such household heads are likely not to save.

In Ghana, where income disparities are prevalent, employment could serve as a catalyst to bridge the
income gap and create a surplus that can be saved. Unfortunately, the most recent craze for illegal min-
ing activities has created ‘illegal’ jobs for the youth, although this is unsustainable because of its illegal
nature. Again, jobs from the legal mining sector and commodities account for a relatively low share of
employment (Darvas & Palmer, 2014). To whip up interest in saving behaviour among Ghanaians,
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decision makers must be intentional about creating decent jobs, which translates into decent incomes
that meet households’ expenditure and saving.

From the discussions, this study underscores the critical role of income, education, and employment
in shaping household saving behaviour in Ghana. Policies aimed at promoting financial literacy and cre-
ating stable, well-paying jobs can serve as key strategies to enhance household savings and foster long-
term economic growth.

5. Conclusion and policy relevance

This study seeks to identify the key determinants of households’ saving behaviour in Ghana. The study
relies on a household survey and estimates a logit fixed effect econometric model. The study establishes
that household saving behaviour in Ghana is driven by household-specific
characteristics, namely, income, household with launching children in the family life-cycle, education,
and employment. The study recommends the implementation of policies geared towards income
growth, financial literacy and education, job creation, and employment opportunities. These may drive a
stronger financial foundation and stability.

The positive effect of income on saving behaviour suggests that as individuals’ income increases,
they tend to save a higher proportion of their earnings. This has significant policy implications, and pol-
icy directions on the creation of employment opportunities and income redistribution to curtail income
inequality can be pursued to encourage and support this positive effect. The implication for economic
policy is that focusing solely on interest rates or disposable income may not be sufficient to promote
higher saving rates. Policies need to consider the broader socio-economic context, including income dis-
tribution, education/financial literacy, and employment. By addressing these factors, policymakers can
create an environment that encourages and supports individuals to save a higher proportion of their
income. The positive effect of employment on saving behaviour suggests that individuals who are
employed tend to have higher saving rates compared to those who are unemployed. This necessitates
policies towards decent job creation and the provision of social safety nets, as well as labour market pol-
icies to improve labour market conditions for all Ghanaians.

In addition to the life-cycle hypothesis theory, this study is consistent with both the permanent
income hypothesis and the precautionary saving theory. These theoretical frameworks propose that indi-
viduals shape their saving decisions by considering their anticipated long-term income and the necessity
to safeguard against future uncertainties. This underscores the significance of factors like employment
stability and income predictability, as well as the expectation of future earnings, in influencing individu-
als’ choices regarding saving. The study emphasises the importance of incorporating non-monetary ele-
ments, such as job security and income predictability, in economic models of saving behaviour.

For policy purposes, it is now evidential that policy makers cannot discuss and make saving behaviour
decisions in isolation as the behaviour is contingent on factors such as income growth, employment
opportunities, household composition, and saving knowledge stemming from education, among others.
In effect, a successful policy that can influence saving behaviour will, in no uncertain terms, serve as a
catalyst to drive investment activities and sustain economic growth prospects. Motivating domestic sav-
ing behaviour presents an opportunity to substitute foreign investments, which is i characterised by cap-
ital flight or profit repatriation. Obviously, Ghana’s overdependence on foreign countries to drive our
investment opportunities has not yielded much sustainable positive results. To shun away from history
repeating itself calls for mobilising domestic saving and promoting domestic private investment to sus-
tain economic growth and development. The ripple effect includes welfare enhancement, improved cul-
tural practices, equity and equality, inclusion, and freedom. From the evidence shown in this study, if
policymakers capitalise on socio-economic factors, it can drive saving, as posited in theory.

5.1. Limitations

We acknowledge that the measure of saving behaviour during the data collection processes should not
have been lumped together, as this made it difficult to distinguish the proportion of formal saving from
informal saving.
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Again, given the relationship between income and saving, we admit a possible simultaneity bias in
our regression results. Hence, we are careful to claim causal impact, so our results are treated as correl-
ational regression and interpreted as association.

Notes

1. Following Yamane (1967), n¼N/(1þN (e)^2) ¼ 733,955/(1þ 733,955(0.0025)¼733,955/1835.89�400.
2. The data is a secondary source data which was originally collected as part of a PhD study.
3. Launching stage of the family life cycle comprises young adults who are transitioning from residing in their

parents’ home, where they have primarily lived, to establishing independent living arrangements. In essence,
these are young adults preparing to embark on a path of independence.
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