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ABSTRACT
Since the nature of the economy in today's world is transforming, one would like to understand what influences
saving behavior at the individual level. In this study, titled A Study on the Socioeconomic and Psychological
Factors that Impinge on Individual Saving Behavior, the interaction between external socioeconomic variables
(e.g., income, education, employment status, and culture) with internal psychological variables (e.g., self-control,
risk preference, financial concern, and future orientation) in determining the saving behavior of working-age
workers from urban and semi-urban India is examined.

Using a mixed-method methodology combining primary surveys and secondary literature the research
crosses traditional economic theories such as the Life-Cycle Hypothesis with behavioral theories like Prospect
Theory and Hyperbolic Discounting. Central psychological constructs such as locus of control and emotional
regulation are probed in an effort to explain departures from rational saving behavior.

The study further examines the role of gender, social pressure, and web-based finance tools on saving
behavior in contemporary times. Outcomes determine income and occupation as key socioeconomic determinants
and psychological determinants like fear of being financially insecure and goal planning as determinants of saving
behavior.

INTRODUCTION

In the fast-moving pace of the contemporary economy, it is crucial to watch out for the determinants of saving
behavior among individuals. Saving is an economic security plan that allows individuals to respond to unforeseen
shocks, prepare for the future, and gain long-term economic security. Saving behavior does not spring up out of
nowhere; it is the product of intricate interaction between socioeconomic situations and psychological inclinations.
This research, "A Study on the Socioeconomic and Psychological Factors Influencing Individual Saving
Decisions," tries to analyze these complex determinants in the Indian economy, where various cultural ethos and
economic differences provide distinctive forms of financial behavior. The importance of savings has been
particularly emphasized in recent years under economic uncertainty all over the globe, such as during the COVID-
19 pandemic that exposed vulnerability to home financial preparedness. While some contributed to savings as an
act of caution, others could not maintain consistent saving habits based on volatile incomes or rising living costs.
Additionally, the current digitalization of financial products has brought new dynamics into play, and with
electronic payment systems, fintech apps, and mobile banking, saving behavior is being reshaped.

LITERATURE REVIEW

1. Determinants of saving behavior includes socioeconomic: factors such as income, education, and
employment status. Nga (2007) found out that patterns of saving were majorly influenced by levels of income and
access to financial services among land reform beneficiaries in South Africa. Equally, Vadde (2015) noted that
saving behavior was stronger among those with higher income and education level in Ethiopia, giving testimony
to the socioeconomic status of individuals in their financial decision-making.

2. Financial literacy: an important socioeconomic factor, has been studied extensively to determine its impact on
saving behavior. Through meta-analysis, Fernandes, Lynch Jr., and Netemeyer (2014) found that although
financial education has positive effects on financial behaviours, the effect sizes were so small that education by
itself might not bring about major behavioral change. This is supported by Pant (2024), who contended that to
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effectively improve saving behaviours, financial education programs need to encompass much more than the
rudimentary financial concepts taught today.

3. Psychological Influences: Self-Control and Behavioral Biases Psychological factors, particularly self-control,
are central to the decisions one makes regarding saving. Thaler and Shefrin (1981) laid grounds for internal
conflicts within individuals between the 'planner’ and 'doer,' showing how self-control issues spoil efforts to save.
Baumeister (2002) further described failures in self-control and how those failures lead to impulsive purchases
that diminish saving intentions. Studies have supported such theories, with Amerika et al. (2007) and Rey-Ares et
al. (2021) indicating that individuals with stronger self-control tend to save consistently. Present bias, the tendency
to weigh present rewards much more heavily than future rewards, also somewhat reduces the propensity to save.
From the perspective of O'Donoghue and Rabin (2015), present bias arrives at a conclusion that individuals save
too little for their future needs, although there is full consciousness of advantages accruing from saving. A key
insight from this cognitive bias is the complicated interplay that goes into financial decision-making and the need
for interventions that would address such behavioral tendencies.

OBJECTIVES OF THE STUDY

e The research seeks to investigate the impact of socioeconomic variables like income, educational level,
employment status, and access to financial resources on individual saving habits. Knowledge of these
determinants can shed some light on the disparities in saving behavior among different demographic
groups.

e It aims to investigate the role of psychological factors, such as self-control, impulsivity, present bias, and
attitudes to money, on people's tendency to save. Examining these factors can help reveal the inner
cognitive mechanisms that influence financial choice.

o The study seeks to assess the impact of financial literacy and education programs on people's saving
patterns and their capacity for making financial decisions. By evaluating this, the study seeks to ascertain
whether financial education is effective in fostering good saving habits.

e  The research seeks to examine how upbringing at home, influence from peers, cultural beliefs, and societal
expectations contribute to saving habits and decision-making in money matters. The analysis can assist in
comprehending the external social forces that promote or discourage saving habits.

RESEARCH GAPS

1. Fragmented Research Approaches: Existing studies on saving behavior often employ fragmented
methodologies, leading to partial conclusions. A systematic literature review approach is necessary to obtain a
comprehensive understanding of the factors influencing individual saving decisions.

2. Limited Understanding of Saving Behavior Stages: While savings behavior has been extensively studied,
there is a lack of research distinguishing the different motivational stages of saving, such as initiation and habit
formation. Understanding these stages can provide deeper insights into the factors that influence successful saving
behaviours.

3. Underrepresentation of Psychological Factors: Psychological aspects, such as self-control and financial
attitudes, have not been thoroughly explored in the context of saving behavior. Incorporating psychological
determinants can enhance the understanding of individual saving decisions.

4. Insufficient Cross-Cultural Studies: There is a scarcity of cross-cultural research examining saving
behaviours across different socioeconomic contexts. Such studies can uncover universal versus culture-specific
determinants of saving behavior, providing a more global perspective.

5. Neglect of Technological Influences: The impact of digital financial tools and platforms on saving habits and
financial literacy remains underexplored. Investigating the role of technology can shed light on its influence on
modern saving behaviours.

METHODOLOGY

1. Mixed-Methods Approach: Conjoining quantitative surveys with qualitative interviews is able to give a
holistic overview of saving behaviours. While surveys give statistical information regarding patterns and
correlations, interviews examine personal experiences and context affecting money decisions.

2. Longitudinal Studies: Following the same people over many years enables researchers to see how saving
habits change as a result of life events, economic circumstances, or policy interventions. This methodology
facilitates the identification of causal effects and long-term patterns.

3. Cross-Cultural Comparisons: Cross-cultural studies in varied cultural and socioeconomic settings can
identify both universal and culture-specific determinants of saving behavior. Comparative analysis helps to
understand how values and norms in cultures affect the practice of finances.

4. The Insurance Universe Inclusion of Technological Factors: Investigating the function of online financial
tools, including mobile banking applications and fintech platforms, will reveal their effects on habits of saving

---- € 2025 EPRAECEM | https://eprajournals.com/ | Journal DOI URL: https://doi.org/10.36713/epra0414 ——----- 183


https://doi.org/10.36713/epra0414

~ . EPRA International Journal of Environmental Economics, Commerce and Educational Management
%% Journal DOI: 10.36713/epra0414 |ISI L.F Value: 0.815|SJIF Impact Factor (2025): 8.57 ISSN: 2348 — 814X
Volume: 12 | Issue:5 |[May 2025

and ability in finances. Having an understanding of the effects technology has on saving behavior is important in
the modern digital age.

5. The Insurance Universe Diary Studies: Collecting data through diary studies, where respondents document
their spending choices and experiences longitudinally, offers timely, in-depth data on saving behavior. This
approach is able to capture the subtleties of everyday financial decision-making and what underlies them.

FINDINGS

1. Integrate Financial Literacy into Educational Curricula: Including systematic financial education programs
in universities and schools can provide people with basic money management skills. As an example, the Odisha
government's partnership with the National Stock Exchange (NSE) to make financial literacy courses available in
colleges is aimed at empowering students with sound financial decision-making skills.

2.Leverage Technology for Financial Education: Using digital platforms can expand the coverage of financial
literacy programs. The exercise where Uttar Pradesh government has undertaken the training of 80,000 girl
students from the Kasturba Gandhi Balika Vidyalaya’s through online modules is a classic example where
technology can help deliver accessible and scalable financial education.

3. Customized Financial Education for Targeted Populations: Understanding that financial literacy levels
differ between various demographic communities, it's essential to devise specially designed educative
interventions. Research has shown variations in financial literacy across gender, ethnicity, income, and geography,
highlighting the fact that there's a need for tailor-made programs addressing particular community needs.

4. Incorporate Behavioral Economics in Program Design: Utilizing behavioral economics principles like an
understanding of present bias and self-control problems will make financial education programs more effective.
By recognizing psychological forces that govern saving behavior, interventions can be more tactically crafted to
promote healthy financial practices.

5. Develop Public-Private Partnerships for Financial Education: Coalitions between government agencies,
schools, and private institutions can leverage the effectiveness of financial literacy efforts. To illustrate, alliances
providing after-school programs in budgeting, saving, and investing can equip students with hands-on financial
skills, particularly in low-income communities

REFERENCE

1. Ameriks, ., Caplin, A., Leahy, ]., & Tyler, T. (2007). Measuring self-control problems. American Economic Review,
97(3), 966-972.

2. Baumeister, R. F. (2002). Yielding to temptation: Self-control failure, impulsive purchasing, and consumer behavior.
Journal of Consumer Research, 28(4), 670-676.

3. Bucciol, A., & Veronesi, M. (2014). Teaching children to save: What is the best strategy for lifetime savings? Journal
of Economic Psychology, 45, 1-17.

4. Fernandes, D., Lynch Jr, ]. G., & Netemeyer, R. G. (2014). Financial literacy, financial education, and downstream
financial behaviours. Management Science, 60(8), 1861-1883.

5. Kass-Hanna, |, et al. (2022). Financial Inclusion and Its Ripple Effects on Socio-Economic Development: A
Comprehensive Review. Journal of Risk and Financial Management, 17(3), 105.

6. Kim, ., & Chatterjee, S. (2013). Childhood financial socialization and young adults' financial management. Journal
of Financial Counselling and Planning, 24(1), 61-79.

7. Mabkhot, H.,, & Talat, S. (2023). Impact of Social Factors, Self-control, and Financial Education on Financial
Literacy and Financial Saving Behaviour among University Students in Saudi Arabia. Eurasian Journal of
Educational Research, 106, 67-94.

8. Mpaata, E., Koskei, N., & Saina, E. (2020). Social Influence And Savings Behavior: Evidence From A Developing
Country Context. SEISENSE Journal of Management, 3(4), 56-67.

9. Nga, M. (2007). Factors affecting savings of land reform beneficiaries in South Africa. International Journal of
Social Economics, 34(11), 771-782.

10. O'Donoghue, T., & Rabin, M. (2015). Present Bias: Lessons Learned and To Be Learned. American Economic
Review, 105(5), 273-279.

11. Pant, D. K. (2024). Factors Affecting the Saving Behaviour of Individuals. Researcher CAB: A Journal for Research
and Development, 3(1), 157-171.

12. Rey-Ares, L., et al. (2021). Self-control and investment decisions: Evidence from a representative sample. Journal of
Behavioral and Experimental Economics, 91, 101663.

13. Thaler, R. H., & Shefrin, H. M. (1981). An economic theory of self-control. Journal of Political Economy, 89(2),
392-406.

14. Vadde, S. (2015). Impact of Socio-Demographic and Economic Factors on Households' Savings Behaviour:
Empirical Evidence from Ethiopia. Indian Journal of Finance, 9(3), 25-38.

15. Nga, M. (2007). Factors influencing savings among land reform beneficiaries in South Africa. International Journal
of Social Economics, 34(11), 771-782.

---- € 2025 EPRAECEM | https://eprajournals.com/ | Journal DOI URL: https://doi.org/10.36713/epra0414 ——----- 184


https://doi.org/10.36713/epra0414

4 ~~
. e

EPRA International Journal of Environmental Economics, Commerce and Educational Management
Journal DOI: 10.36713/epra0414 |ISI L.F Value: 0.815|SJIF Impact Factor (2025): 8.57 ISSN: 2348 — 814X

Volume: 12 | Issue:5 |[May 2025

16.

17.

18.
19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

O'Donoghue, T., & Rabin, M. (2015). Present Bias: Lessons Learned and To Be Learned. American Economic
Review, 105(5), 273-279.

Pant, D. K. (2024). Factors Affecting the Saving Behaviour of Individuals. Researcher CAB: A Journal for Research
and Development, 3(1), 157-171.

Thaler, R. H. (1999). Mental accounting matters. Journal of Behavioral Decision Making, 12(3), 183-206.

Vadde, S. (2015). Impact of Socio-Demographic and Economic Factors on Households' Savings Behaviour:
Empirical Evidence from Ethiopia. Indian Journal of Finance, 9(3), 25-38.

Youn, S., & Faber, R. ]. (2002). Impulse buying: Its relation to personality traits and cues. Advances in Consumer
Research, 29, 179-185.

Mpaata, E., Koskei, N., & Saina, E. (2020). Social Influence And Savings Behavior: Evidence From A Developing
Country Context. SEISENSE Journal of Management, 3(4), 56-67.

Gutter, M. S., Hayhoe, C. R., Devaney, S. A., & Kim, ]. (2012). Exploring the Relationship of Economic,
Sociological, and Psychological Factors to the Savings Behavior of Low- to Moderate-Income Households. Family
and Consumer Sciences Research Journal, 41(1), 86-101.

Fernandes, D., Lynch Jr, . G., & Netemeyer, R. G. (2014). Financial literacy, financial education, and downstream
financial behaviours. Management Science, 60(8), 1861-1883.

Kass-Hanna, |., et al. (2022). Financial Inclusion and Its Ripple Effects on Socio-Economic Development: A
Comprehensive Review. Journal of Risk and Financial Management, 17(3), 105.

Ren, Y. (2023). Research on Poverty and Saving Behavior- based on the Perspective of Scarcity Mentality and Time
Preference. Advances in Economics, Management and Political Sciences, 14, 258-262.

Baumeister, R. F. (2002). Yielding to temptation: Self-control failure, impulsive purchasing, and consumer behavior.
Journal of Consumer Research, 28(4), 670-676.

Thaler, R. H., & Shefrin, H. M. (1981). An economic theory of self-control. Journal of Political Economy, 89(2),
392-406.

Ameriks, ]., Caplin, A., Leahy, J., & Tyler, T. (2007). Measuring self-control problems. American Economic Review,
97(3), 966-972.

Kim, J., & Chatterjee, S. (2013). Childhood financial socialization and young adults' financial management. Journal
of Financial Counselling and Planning, 24(1), 61-79.

Bucciol, A., & Veronesi, M. (2014). Teaching children to save: What is the best strategy for lifetime savings? Journal
of Economic Psychology, 45, 1-17.

Rey-Ares, L., et al. (2021). Self-control and investment decisions: Evidence from a representative sample. Journal of
Behavioral and Experimental Economics, 91, 101663.

Sundén, A. E., & Surette, B. |. (1998). Gender differences in the allocation of assets in retirement savings plans.
American Economic Review, 88(2), 207-211.

Neelakantan, U., & Chang, Y. (2010). Gender differences in wealth at retirement. American Economic Review,
100(2), 362-367.

Feldman, S. S., & Weinberger, D. A. (1994). Self-restraint as a mediator of the relationship between family
influences and antisocial behavior in adolescence. Child Development, 65(1), 195-211.

Hay, C. (2001). Parenting, self-control, and delinquency: A test of self-control theory. Criminology, 39(3), 707-
736.

Tang, S. (2017). The role of parental financial socialization in young adults' financial behavior. Journal of Family
and Economic Issues, 38(3), 362-372.

Zhu, Y. F. (2020). The impact of financial education on saving behavior: Evidence from a field experiment in China.
Journal of Economic Behavior & Organization, 176, 1-15.

---- € 2025 EPRAECEM | https://eprajournals.com/ | Journal DOI URL: https://doi.org/10.36713/epra0414 ——----- 185


https://doi.org/10.36713/epra0414

