
Karl-Erik Wärneryd 

The Psychology of Saving: from Micro- to 
Macroeconomic Psychology 

Abstract 

The paper deals with two problems. One is the 
relation between detailed descriptions and ex
planations at the individual level and the ag
gregate level. The other problem concerns sav
ing motives and includes the question whether 
there is a moral dimension that can contribute 
towards explaining saving behavior. 

A review of thinking on saving from the 
Middle Ages up to the present century shows 
that saving has usually been considered a vir
tue both at the individual and at the aggregate 
level. The most notabie exception is given by 
Bernard Mandeville who saw individual waste 
as a prerequisite for public benefit, when fru
gality was not born out of necessity. Much 
later Keynes took up this thread and warned 
against too much aggregate saving even 
though thriftiness was morally good at the in
dividuallevel. 

It is suggested that micro- and macroper
spectives can be reconciled through using Ka
tona's way of reasoning. Psychologieal studies 
can then contribute models and data that can 
be treated as intervening variables between 
macroeconomic events and aggregate behav
ior. While Katona primarily used the Index of 
Consumer Sentiment, reflecting optimism
pessimism in a nation, as intervening variabie, 
it is possible to employ, for example, saver 
types for similar breakdowns of aggregate 
data. To some extent, it may even be possible 
to discuss possible reactions without collecting 
new data, relying on earlier studies and mod
els. 
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Introduction 

The Problem 

In everyday life, people are supposed to save 
money for their own good: what is saved may 
be needed in the fut ure. An additional thought 
is that it is a virtue to save money and many 
parents try to inculcate that idea in their chil
dren. 

To a varying extent saving theories based on 
economic rationality can explain aggregate 
saving behavior. Some individual saving be
havior, maybe even a lot of saving behavior in 
a welfare society does not make economie 
sense. The real interest rate may be negative 
and there may seem to be little uncertainty 
about being ab Ie to take care of needs in the 
future. Due to taxes and inflation, the pur
chasing power of the money saved can actually 
decrease and it would be wiser to spend it now. 
Still, there are people who save albeit smaller 
amounts and fewer people than would be desi
rable from a societal point of view. This gives 
rise to the question of what benefits individu
als and households get from saving apart from 
pure economie considerations. 

Debates about saving problems focus on the 
societal problem. There is little interest in indi
vidual saving behavior except in the context of 
problems in the national economy. Debt prob
lems are more of a concern at the individual, 
household level since overindebtedness may be 
a social problem. Saving is rarely analyzed 
from the point of view of what it contributes 
to individual welfare or well-being, despite the 
fact that psychologically savings may give fee
lings of individual independence and improved 
control of one's destiny. 

People are somehow expected to save for the 
welfare of their country. Wh at savings add to 
individual perceptions and feelings of well
being is relegated to a secondary question 
which is judged important only to the extent 
that considerations of it can influence the sav
ing ratio in the economy. 

Many saving motives have been brought 
forth in the discussion of saving. Recently 
Etzioni (1988) has suggested that there is a 
moral dimension that can explain or at least 



contribute to explaining savings. One aspect 
related to the moral dimension is the wish to 
leave something as legacy af ter one's death. 

Early advertising for savings banks tended 
to dramatize reasons why savings we re impor
tant and good for people who saved . There was 
of ten an admonition in the advertising ap
peals: if you do not save money, iII conse
quences wiII strike you. There were even com
parisons of the happy destiny of people who 
saved with the misfortunes of people who did 
not save. In modern welfare societies in which 
there is a desire to stimulate saving through 
information or advertising campaigns, it is 
hardly pos si bie to use such themes any more. 
It is not legitimate to scare people for such 
purposes. 

The question about what benefits people get 
from saving money (and other resources) is 
essential if one wants to know something of the 
effects of economic policy measures and other 
factors on savings. If attempts are made to 
stimulate saving it is necessary to know some
thing about behavior at the micro level, i.e. 
individual and household behavior. Quite 
apart from these macro purposes, there is the 
possibility that direct individual well-being can 
be increased through individual savings, pro
vided there are alternatives on which money 
can be spent. This has for example not always 
been the case in Eastern European countries .. 

The Purpose and Contents of the Paper 

The pur pose of the paper is to discuss individ
ual saving motives against the background of 
the need for information at the macroecono
mic level and to elucidate somewhat the rel a
tion bet ween saving and individual well-being. 
This includes considerations of saving behav
ior as virtuous behavior and also involves the 
moral dimension . 

The paper begins with a review of some early 
thinking about saving and of ideas that weII
known economic th in kers conceived when 
treating the psychology of the individual in 
their discussions of savings . These c1assical 
and neoclassical economists did not use scien
tific psychology as an aid nor did they worry 
about any problems of aggregation. What was 
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true at the individual level was assumed to be 
true at the aggregate level. 

The paper then goes on to macroeconomics 
which was introduced by Keynes (1936) and 
reviews Keynes' treatment of saving motives . 
lt is noted that while Keynes elaborated on 
saving motives, he found it possible to dis
count their effects in the macroeconomic con
text. FinaIly, a model of saver groups that are 
defined in terms of primary saving motives is 
presented and there is a discussion on how in
dividual behavior, i.e. at the microeconomic 
level, can be used at the macroeconomic level. 

What is Saving? 

Saving is gene rally defined as refraining from 
consumption of some resource in one period in 
favor of consumption in a later, usually not 
exactly defined period. This can be exempli
fied by Keynes's somewhat jocular statement: 
"An act of individual saving means-so to 
speak -a decision not to have dinner today. 
But it does not necessitate a decision to have 
dinner or to buy a pair of shoes a week hence 
or a year hence or to consume any specified 
thing at any specified date. Thus it depresses 
the business of preparing to-day's dinner 
without stimulating the business of making 
ready for some future act of consumption." 
(Keynes, 1936:210) 

Saving is in economic contexts of ten defined 
as an excess of present income over expendi
tures which can be used in later periods . lt is 
measured at the aggregate level in terms of the 
saving ratio which is the ratio between total 
disposable income and total savings in a na
tion . 

Micro Descriptions and Macro Conclusions in 
Early Economic Theories 

Some Early Thinking on Saving 

In the fourteenth century saving was consid
ered as a virtue when practised by commoners . 
The reasons behind th is were not quite un
selfish and pure on the part of the mentors. 
The latter tried to enforce the so-called sump-



tuary laws to curb consumption and implant 
the desired virtuous behavior, apparently with 
little success. 

"Expenditure of money by commoners 
pained the nob les not least because they saw it 
benefiting the merchant class rat her than 
themselves. The clergy considered that this ex
penditure drained money from the Church , 
and so condemned it on the mor al ground that 
extravagance and luxury were in themselves 
wicked and harmful to virtue. In general the 
sumptuary laws were favored as a means of 
curbing extravagance and promoting thrift, in 
the belief that if people could be made to save 
money, the King could obtain it when neces
sary. Economic thinking did not embrace the 
idea of spending as a stimulus to the econ
omy." (Tuchman, 1979:20) 

Mandeville's Views on Private Vice as Public 
Benefi! 

In his poem "The Fable of the Bees or Private 
Vices, Publick Benefits" Mandeville in l710 
presented the provocative view that saving was 
not a virtue. This is what happens when people 
save rather than spend their money freely: 

For 'twas not only that They went, 
By whom vast Sums were Yearly spent; 
But Multitudes that liv'd on them, 
Were daily forced to do the same. 
In vain to other Trades they'd fly; 
All we re o'erstocked accordingly. 

The Price of land and Houses faIls, 
Mirac'lous Palaces, whose WaIls, 
Like those of Thebes, were rais'd by Play, 

Are to be let. 

"Experience teaches us first, that as People 
differ in their Views and Perceptions of 
Things, so they vary in their Inclinations; one 
Man is given to Covetousness, another to 
Prodigality, and a third is only Saving. Sec
ondly, that Men are never, or at least very sel
dom, reclaimed from their darling Passions, 
either by Reason or Precept, and that if any
thing ever draws 'em from what they are natu
rally propense to, it must be a Change in their 
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Circumstances or their Fortunes."--"If any 
body would refute what I have said, let him 
only prove from History, that there ever was in 
any Country a National Frugality without a 
National Necessity ." (Mandeville, 1924: 182-
183) 

Mandeville who published his remarks on 
"The Fable of the Bees" bet ween 1710 and 
1732 apparently believed in stabie personality 
traits and stabie preferences. Changes can then 
be ascribed to changes in circumstances or in 
wealth. This is similar to how economists rea
son today. Katona (1975) explicitly mentions 
thriftiness as a personality trait that is crucial 
for saving. 

It is according to some reasoning not inter
esting to study personality factors since they 
remain stabie over long periods of time (Mor
gan, 1967). Tobin and Dolbear (1963), on the 
other hand, suggest that psychologists could 
help economists to find stabie relationships be
tween personality characteristics and eco
nomic phenomena like saving. 

Katona (1975) found for example that peo
ple with substantialliquid assets tended to add 
more to their tot al as sets than people whose 
existing stocks were low. Tobin and Dolbear 
(1963) say that this tendency may derive from 
the fact that people with a thrifty disposition 
have saved more in the past and continue to do 
so . Or it may be that the greater the initial 
holdings of liquid assets, the greater the sav
ings increases will be. The implications are said 
to be important, for example, when there is 
high liquidity in times of inflation. Etzioni (in 
this book) suggests that persons having the 
more assertive personality Type A may be 
more inclined to save money regularly than 
persons with the more complacent personality 
Type B. 

Mandeville assumes and tries to prove that 
what is private vice can be public benefit. Fru
gality is in his view bom out of necessity and 
it is not desirabie in a society th at can afford to 
be lavish not to use luxuries. 

Adam Smith on Fruga/ity and Pub/ic Waste 

"With regard to profusion, the principle 
which prompts to expense is the passion for 



present enjoyment; which, though sometimes 
violent and very difficult to be restrained, is in 
general only momentary and occasion al. But 
the principle which prompts to save is the de
sire of bette ring our condition, a desire which, 
though generally calm and dispassionate, 
comes with us from the womb, and never 
leaves us till we go into the grave."-
"Though the principle of expense, therefore , 
prevails in almost all men upon some occa
sions, and in some men upon al most all occa
sions, yet in the greater part of men, taking the 
whole course of their life at an ave rage , the 
principle of frugality seems not only to pre
dominate, but to predominate very greatly." 
(Adam Smith, 1776:441). 

As distinguished from Mandeville, Adam 
Smith (1776) believed that frugality was a 
characteristic feature of all humans, with some 
exceptions due to individual differences and 
differences over time in a person's economic 
behavior. He was influenced by Mandeville's 
idea that it was important that the individual 
served his/ her self-interest, but he praised in
dividual thrift. At the same time he forcefully 
attacked the sumptuary laws that had been in
troduced so as to curb common people's con
sumption and asserted that the decision 
whether to spend or save could and should be 
left to the individuals themselves. Pursuing 
self-interest meant that individuals we re inde
pendent and their preferences could be added 
up. They we re complementary in the sense that 
there was productive division of labor. The 
invisible hand governed nations so that equili
bria were possible. 

Smith consequently saw serious economic 
problems in a nation as being caused by stat es
men rather than by individual wasters of 
money. "It is the impertinence and presump
tion, therefore, in kings and ministers , to pre
tend to watch over the economy of private peo
ple, and to restrain their expense, either by 
sumptuary laws or by prohibiting the import a
tion of foreign luxuries. They are themse1ves 
always, and without any exception , the 
greatest spendthrifts in the society. Let them 
look weil af ter their own expense, and they 
may safely trust private people with theirs . lf 
their own extravagance does not ruin the state, 
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that of their subjects never wilI." (Smith, 
1776/ 1982:446). 

Jevons on Anticipation and Uncertainty 

Economic theory is made up of microecon
omic foundations with one basic postulate, 
that of (economic) rationality. In many ways 
the postulate reduces to the assumption that 
people prefer more rather than less of some
thing that is pleasant (the reverse for unpleas
ant things) and involves a consistency in 
choices over time. The acceptance of this fun
damental psychologicallaw (Jevons, 1911 1 
1871) has not kept economists from speculat
ing about psychological factors that can possi
bly influence saving behavior. Saving money is 
of ten seen as being related to the time dimen
sion of preferences. People may prefer a good 
here and now to the same good in the fut ure 
with differing strength, depending on stabie, 
individual characteristics . 

Classical and neoclassical economists specu
lated about thriftiness on the basis of their own 
observations. Usually they did not depend on 
scientific psychology in their thinking. Some 
of them have been quite astute ob servers of 
human nature and something can be learned 
from their psychological thinking. There is the 
important difference today as compared to 
early psychology that there are now methods 
for measuring or assessing many of the con
cepts used. 

Microeconomic theory was formulated in 
mathematical terms by Jevons (1871) who 
treated Bentham's hedonist ic concepts of pain 
and pleasure in terms of utility and extended 
Bentham's and Mill's utilitarian ideas to a 
comprehensive theory of utility as a basis for 
economics. With respect to savings he stressed 
the significance of anticipation for securing 
fut ure pleasure and absence of pain . He fur
ther stressed the role of uncertainty about the 
future. 

"This power of anticipation must have a large 
influence in Economics; for upon it is based all 
accumulation of stocks of commodity to be 
consumed at a future time ."--" We may 
safely call that man happy who, however lowly 



his position and limited his possessions, can 
always hope for more than he has, and can feel 
that every moment of exertion tends to realise 
his aspirations. He, on the contrary, who 
seizes the enjoyment of the passing moment 
without regard to coming times, must discover 
sooner or later that his stock of pleasure is on 
the wane, and that even hope begins to fail." 
(Jevons, 1911/1871:35) 

"In admitting the force of anticipated feeling, 
we are compelled to take account of the un
certainty of all future events . We ought never 
to estimate the value of that which mayor may 
not happen as if it would certainly happen." 
--"If the probability is only one in ten that I 
shall have a certain day of pleasure, 1 ought to 
anticipate the pleasure with one-tenth of the 
force which would belong to it if certain . " 
(Jevons, 1911/1871:35-36) 

To a psychoIogist with an inclination towards 
making experiments and measuring the pro
pensity to save, Jevons' ideas would seem in
spiring. There is a long tradition of experimen
tal and correlational research on anticipation 
and uncertainty. Research in cognitive psy
chology indicates th at people gene rally tend to 
underestimate such probabilities (Kahneman 
and Tversky, 1984) and to overestimate the 
present value (Ainslie, 1975). Litde of this re
search has so far been applied to the study of 
saving. 

It should be possible to run laboratory ex
periments to study what variables are impor
tant and develop theory. There are models that 
can be taken from experimentation in other 
areas such as tax evasion. Simulations of this 
type do not exactly predict behavior outside of 
the laboratory, but they indicate what factors 
may be of importance when reality outside the 
laboratory is studied. 

Böhm-Bawerk on the Psychology of Saving 

A non-mathematical approach with thinking 
somewhat similar to that of Jevons is pre
sented by Böhm-Bawerk (1912/1888) who was 
critical of Jevons' use of psychology. Böhm
Bawerk deals more thoroughly with the mo-
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tives for capital accumulation and for the rate 
of interest than other contemporary econ
omists. He focuses on the role of impatience 
and distinguishes between failing capital accu
mulation due to imperfect information which 
is expressed in terms similar to what is now 
called limited cognitive capacity , and due to 
problems of will, which now would be called 
motivation or self-control. He adds that pro
fessional psychologists might not make that 
distinction and treat the two reasons as one. 
He does not say why they would do this. 

A third factor influencing the willingness to 
consider future needs is the degree of uncer
tainty about the future and the brevity of life. 
"A utility of 100 with a probability of 50 per
cent that we do not experience it, we certainly 
estimate differently than a present utility of 
100, but rather like one of 50, and I am convin
ced that every one of us who is promised a 
birthday present of 100,000 florins for the 
l00th birthday, would be willing to exchange 
this large, but somewhat uncertain gift for a 
much smaller fraction of it in present goods." 
(Böhm-Bawerk, 1912/1888:448; the present 
author's translation) 

Like many other economists of his time 
Böhm-Bawerk saw economics as based on psy
chological underpinnings. He thought those 
had to be understood by economists to enable 
them to develop economic theory. Here is an 
example of his fundamental ideas about eco
nomic behavior. 

"Humans strive for happiness". This is the 
most common, although also vaguest expres
sion for a multitude of strivings, all of which 
have the aim of promoting such events and 
circumstances that are as pleasant as possible 
to our feelings and emotions and avert those 
that are unpleasant. If one wants to change the 
words, one can say instead of "Striving for 
Happiness" also "Striving for Self-Compo
sure and Self-Development, or "Striving for 
as much Life Enhancement as Possible, or just 
as weIl, also, "Striving for as complete Need 
Satisfaction as Possible." (1912/1888:6; the 
present author's translation from the German 
original). 

It is interesting to note that Böhm-Bawerk 
feels apologetic because he depends so much 



on psychological thinking in developing his 
theory of capital and interest. He laments the 
fact that the psychologists had not yet attacked 
the psychological problems that were impor
tant to him. He makes the observation that 
psychologists are looking for more general be
havioral goals and that the finer details of eco
nomie behavior may escape the psychologists 
while the economists have become more aware 
of such things and thus can rely on their own 
observations . 

Böhm-Bawerk (in the 3rd edition of his 
book on capital theory) devoted considerable 
space to a discussion of the role of psychology 
in economics. He says that psychological 
thinking was necessary to develop the theory 
of value of goods. Mostly he had to rely on 
everyday observation since professional psy
chologists had not devoted any attention to the 
problems . He discusses the problems con
nected with crossing borders and stat es his rea
sons for doing so, among them the fact that 
some economists had introduced dilettantish 
psychology into economics . One of those thus 
referred to was Jevons. The main argument 
against the latter was apparently that he had 
said that subjective feelings could not be meas
ured, but must be replaced by objective meas
ures that could be treated with statistics and 
mathematics . Böhm-Bawerk consequently at
tempts to show that the amount of feeling 
("Fühlungsgrösse") can be estimated subjec
tively. 

Marshall on the Security of Money Saved 

The founding father of neoclassical econom
ics, Alfred MarshalI, devoted considerable in
terest to psychological problems although he 
rarely used the word psychology or its deriva
tives. He titles Book III (there are six) in his 
Principles of Economics " On Wants and Their 
Satisfaction." He says: "Reckoning is made 
for the greater force measured by a shilling in 
the case of a poor man than a rich: but econ
omies seeks gene rally for broad results that are 
little affected by individual peculiari-
ties .. "-"Habit itself is largely based on delib
erate choice." -"Economic motives are not 
exclusively selfish. The desire for money does 
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not exclude other influences; and may itself 
arise from noble motives." (1947/ 1890:14-28 
in Contents) 

Marshall bluntly states that most saving 
arises out of family affection. This involved 
saving money for the well-being of the family 
both before and af ter one's death. "That men 
labour and save chiefly for the sake of their 
families and not for themselves, is shown by 
the fact that they seldom spend, af ter they 
have retired from work, more than the income 
that comes in from their savings, preferring to 
leave their stored-up weaIth intact for their 
families; while in this country alone twenty 
millions a year are saved in the form of insur
ance policies and are available only af ter the 
death of those who save them." (MarshalI, 
1947/ 1890:228) 

"The greatest savings are made by those 
who have been brought up on narrow means to 
stern hard work, who have retained their sim
ple habits , in spite of success in business, and 
who nourish a contempt for showy expendi
ture and desire to be found at their death richer 
than they had been thought to be." (MarshalI, 
1947/ 1890:229) 

Mandeville had seen frugality in a nat ion as 
something arising out of necessity and not a 
virtue at all. Smith had seen frugality as a char
acteristic that was more or less part of human 
nature and operative under most circum
stances. Marshall's views are similar to those 
of Mandeville if they are interpreted to mean 
that frugality comes out of necessity, but may 
continue as a commendable individual habit 
when it is no longer necessary to save to the 
same extent. 

Marshall pointed out a factor that inhibited 
saving, namely, the possible insecurity of 
money saved: 

" The thriftlessness of early times was in a 
great measure due to the want of security that 
those who made provision for the future would 
enjoy it: only those who were already wealthy 
were st rong enough to hold wh at they had 
saved; the laborious and self-denying peasant 
who had heaped up a little store of wealth only 
to see it taken from him by a stronger hand, 
was a constant warning to his neighbours to 



enjoy their pleasure and their rest when they 
could ." (Ibid. :226) 

Fisher's Impalience 10 Spend Income vs. Op
porlunity 10 Invest 

Fisher's (1930) book had the full title of: "The 
Theory of Interest. As Determined by IMPA
TlENCE To Spend Income and OPPORTU
NITY To Invest It." He accepted the first two 
of Böhm-Bawerk's arguments about impati
ence and elaborated on them: "Impatience for 
income, therefore, depends for each individ
ual on his income, on its size, time shape, and 
probability; but the particular form of this de
pendence differs according to .the various 
characteristics of the individual." (Fisher 
1930:89). The degree of impatience affected 
the utility of future goods and was thus impor
tant for the rate of interest that the individual 
was supposed to calculate with. 

Fisher made Böhm-Bawerk's theory more 
detailed through listing and discussing a num
ber of factors that contributed to increasing 
impatience. Six characteristics make the im
patience to spend greater: I) short-sighted
ness, 2) a weak will (the lack of self-control), 
3) the habit of spending freely, 4) emphasis 
upon the shortness and uncertainty of life, 5) 
selfishness or the absence of any desire to pro
vide for survivors, 6) slavish following of the 
whims of fashion. 

The factors that decreased impatience to 
spend were the reverse of the above-men
tioned. Fisher makes a distinction between 
foresight and self-control similar to that of 
Böhm-Bawerk. "Foresight has to do with 
thinking; self-control, with willing. Though a 
weak will usually goes with a weak intellect, 
this is not necessarily so, nor always. The ef
fect of a weak will is similar to the effect of 
inferior foresight." (Ibid. :83) 

The personal factors served in addition to 
the income factors. Like Jevons and Böhm
Bawerk , Fisher had the opinion that certain 
population groups were more impatient to 
spend than others . Low age, low income and 
low social class were characteristics of such 
groups. 

According to Fisher the causes leading to 
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high impatience could be influenced through: 
(I) training that gives insight into the need for 
providing "for the proverbial rainy day", (2) 
training in self-con-trol, (3) building up habits 
of thriftiness, on one hand avoiding avarice, 
on the other extravagancies, (4) better hygienic 
habits and health care which lead to a longer 
and healthier life, (5) incentives for taking 
better care of children and future generations, 
and (6) modification of fashion in favor of less 
ostentatious and harmful expenditures for lav
ish living. Caring for the family was to Fisher 
one of the important reasons for saving 
money, but he did not emphasize it as strongly 
as Marshall. 

Fisher generalized his observations of indi
vidual characteristics to whole nations, some
what in contrast to wh at Mandeville had pre
scribed: "Where, as in Scotland, there are edu
cational tendencies which instilI the habit of 
thrift from childhood, the rate of interest 
tends to be low. Where, as in ancient Rome, at 
the time of its de-cline, there is a tendency to
ward reckless luxury, competition in ostenta
tion, and degeneration in the bonds of family 
life, there is a consequent absence of any desire 
to prolong income beyond one's own term of 
life, and the rate of interest tends to be high." 
(Fisher, 1930:504). A degeneration in the 
bonds of family life is here again stressed as an 
explanatory factor for non-saving behavior. 

Keynes and Af ter 

Keynes and the Use of Saving Motives 

With Keynes (1936) the role of the psychology 
of saving changed. To be sure, Keynes pro
vided a comprehensive list of saving motives , 
in many ways similar to those promulgated by 
Fisher (1930), but with some personal touch 
and elaboration. He described eight main fac
tors of a subjective character which lead indi
viduals to refrain from spending out of their 
incomes: precaution, foresight, calculation, 
improvement, independence, enterprise, pride 
and avarice. A corresponding list of motives to 
consumption embraces enjoyment, shortsight
edness, generosity, miscalculation, ostenta-



tion and extravagance. 
Foresight includes " .. providing for antici

pated future relation between the income and 
the needs of the individual or his family differ
ent from that which exists in the present, as, 
for example, in relation to old age, family edu
cation, or the maintenance of dependents." 
(Keynes, 1936: 107). Pride is the same as the 
bequest motive. 

Some of the motives we re noted to have dif
ferent short-run and long-run effects: "Sev
eral of the motives towards positive saving cat
alogued above as affecting individuals have 
their intended counterpart in negative saving 
at a later date, as, for example, with saving to 
provide for family needs or old age ." (Keynes, 
1936: 109) 

These motives were assumed to change only 
very slowly over time in a population and their 
influence on the propensity to consume could 
th us be expected to be stabie over long periods 
of time. Change in income was the really im
portant influence on consumption and saving. 
Keynes formulated his well-known psycholog
icallaw: "The fundamental psychological 
law, upon which we are entitled to depend with 
great confidence both a priori from our know
ledge of human nature and from the detailed 
facts of experience, is that men are disposed, 
as a rule and on the average, to increase their 
consumption as their income increases, but not 
by as much as the increase in their income." 
(Keynes, 1936:96) 

Keynes further explains: "For a man's hab
itual standard of life usually has the first claim 
on his income, and he is apt to save the differ
en ce which discovers itself between his actual 
income and the expense of his habitual stand
ard; or, if he does adjust his expenditure to 
changes in his income, he will over short peri
ods do so imperfectly. Thus a rising income 
will of ten be accompanied by increased saving, 
and a falling income by decreased saving, on a 
greater scale at first than subsequently." 
(Keynes, 1936:97) 

Saving Theories without Psychology 

The psychologicallaw, the major content of 
which is earlier found in Fisher (1930:83-84), 
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makes total saving as weil as aggregate 
demand dependent on current , disposable in
come. Because of its relation to investment, 
saving can according to Keynes become a dan
ger to the economy. He cites Mandeville and 
points to the conflict between the individual 
virtue of saving and the possibly iII consequen
ces for aggregate de mand for goods. Too 
much saving may mean that there is not 
enough demand and overproduction could be 
aresult. 

The depressions of the thirties were in fact 
of ten explained as underdeveloped demand 
and overproduction (cf. Mandeville's poem). 
Times have again changed and there are now 
in many countries renewed efforts to enhance 
the importance of a high saving ratio. 

Af ter Keynes and his introduction of macro
economics the interest to discuss saving mo
tives has declined among economists. The 
focus now lies on relationships bet ween in
come and saving. There is no room here to 
discuss the dominant saving theories, the life
cycle hypothesis and the permanent income 
hypothesis. Suffice it to say that there seems to 
be Iittle room for psychology in these theories 
as they are usually formulated. When improv
ing saving theory is discussed, the economist 
tends to think in terms of how economic theory 
can be developed without deviations from the 
rationality postulate and without reliance on 
subjective data. Typically economic equiva
lents of psychological concepts are used. This 
does not only involve the use of objective prox
ies for subjective data, but also new ways of 
expressing ideas that earlier may have had a 
touch of psychology. 

An example is given by a distinction that has 
been saluted as promising. Three types of cap
ital are distinguished in what is essentially a 
recapitulation of some of the saving motives of 
earlier economic thinkers, but couched in a 
more appropriate dress (Kessler and Masson, 
1987): 

1. S-capital which is mainly aimed at future 
consumption . 

2. K-capital which consists of assets mainly 
held for their return. This can be seen as risk 



capital which is in vested so as to maximize 
returns or at least secure high returns. 

3. H-capital which is human capital; 
investment in education wiII for example 
give future returns. 

lt is said that the Iife-cycle hypothesis corre
sponds to and covers the first type of capita!. 
Other motives characterize the other two types 
of capital such as power, influence, and self
actualization. The idea is to cIassify savings 
into these categories without having to ask 
people. 

The dominating economic model of savings, 
the life-cycle hypothesis (Ando amd Modigli
ani, 1963) fails to explain savings in many 
cases (King, 1985). The importance of bequests 
for individual wealth has been much debated 
as has the model's capacity to handle bequests 
as compliant with economic rationality. In his 
discussion of the moral dimension, Etzioni 
(1988) sees saving for bequest pur poses as 
evidence of non-rational considerations. 

In his Nobel lecture, Modigliani (1986), the 
originator of the life-cycle hypothesis, hinted 
that it might be time to bring back the old 
concept of thriftiness into the study of saving. 
He ended up by saying that it was still possible 
to improve and elaborate the Iife-cycle hypoth
esis so that the bequest motive could be han
dled. 

Modigliani thinks that bequests are on the 
whole not very important and that they can be 
handled by the Iife-cycle hypothesis. The main 
reason why people leave legacies is that the 
uncertainty about the exact length of their lire 
time makes them overestimate the need . 
"Indeed, in view of the institutional obstacles 
of dying with negative net worth, people tend 
to die with some weaIth, unless they can man
age to put all their retirement reserves into Iife 
annuities. In the absence of annuities, the 
wealth left behind wiII reflect risk aversion and 
the co st of running out of wealth (besides the 
possible utility of bequests)." (Modigliani, 
1988:36). 

This is called the precautionary motive for 
saving money in old age. It was discussed by 
Keynes (1936) as one of the motives for having 
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high liquidity . 
Thaler and Shefrin (1981) revived the old 

concept of self-control in their saving theory. 
The theory assumes internal conflict in a per
son, bet ween a doer and a planner. Both of 
those act rationaIly, the doer with the purpose 
of maximizing immediate utility and the plan
ner with the aim of maximizing or at least dis
tributing utility over long periods of time. The 
model is commensurate with the rationality 
postulate, and at the same time able to deal 
with psychological conflict. 

Recently, Shefrin and Thaler (1988) have 
further elaborated their theory of saving. They 
now call their model "The Behavioral Life
Cycle Hypothesis" and explicitly re late it to 
the Iife-cycle hypothesis. The planner function 
in the model essentially has the role of distrib
uting income over the rest of the life-cycle. 

The concept of self-control is one of the 
major aspects of this new mode!. The authors 
also use mental accounting and framing to ex
plain saving processes and outcomes. Exer
cising self-control is seen as a cost: it takes 
some effort, sometimes a lot of effort to post
pone consumption. This makes it possible to 
express self-control as a behavioral cost which 
can be studied in the same way as other be
havioral costs, experimentally through vary
ing antecedent conditions and through survey 
questions. The authors find that when con
fronted with savings data the model makes 
valid predictions. 

In their chapter in th is book, Maital and 
Maital suggest that the decreased savings in 
most countries may be an effect of decreased 
self-imposed controls and restraints. These au
thors Iike Shefrin and Thaler are working on 
putting psychology back into theories of sav
ing. 

Is there a Mora/ Dimension? 

Saving behavior at the individual and house
hold level can to some, apparently rat her small 
extent be explained by economic rationality, 
even if rationality is minimally defined as con
sistence over time or as consistency between 
preferences and actual choices (provided the 
former can be measured independently of ac-



tual choice behavior). Preferences are often 
not very stabie, due to incomplete information 
and uncertainties . 

Judging from the arguments of the cited 
economists, the major causes of low perfor
mance scores of economic saving theories at 
the individuallevel seem to have to do with a 
lack of appreciation of how people perceive 
and react to the uncertainties of the fut ure and 
how they estimate the security of their depen
dents. 

To what extent do the saving motives dealt 
with so far reflect a moral dimension? Over the 
centuries, saving as a virtue has been repeat
edly stressed. Talking against saving as a vir
tue cost Mandeville his reputation as a civilized 
person. Other attempts to question the virtue 
of saving have met with similar resistance (Lea 
et al., 1987). 

The saving motives that most closely belong 
to a moral dimension are those having to do 
with family affection. Marshall is an econom
ist who attaches most importance to the con
sideration of others. He particularly notes fa
mily affection . Fisher has among a number of 
factors influencing saving also "concern for 
the lives of other persons . " 

"But whereas the shortness and uncertainty 
of life tend to increase impatience, their effect 
is greatly mitigated by the fifth circumstance, 
solicitude for the welfare of one's heirs. 
Probably the most powerful cause tending to 
reduce the rate of interest is the love of one's 
children and the desire to provide for their 
good." (Fisher , 1930:85-86) Fisher indicates 
the degree of impatience by the rate of interest. 
The higher the rate of interest for discounting 
future enjoyment, the greater the degree of im
patience to spend the money. Antonides (in 
this book) demonstrates a way of measuring 
such personal discount rates and his findings, 
using this method, corroborate Fisher' s idea 
that there are individual differences related to 
the economic situation of the household. 

Keynes (1936) also allows for moral reasons 
behind saving such as care of the family and 
the bequest motive, and he seemingly regrets 
that private saving which is morally right may 
be detrimental to the nation. 

The focus of saving definitions is on the act 
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or the material result of the act, i.e. on what 
happens now rather than on what will happen 
in the future. The definitions do not allude to 
what will be done with the savings. Future con
sequences are the substance of the motives for 
saving. 

There is a Puritan spirit in many discussions 
of saving. Saving presupposes self-control and 
is morally difficult. Except for the case of the 
miser, the present enjoyment of putting money 
or other resources aside is not mentioned as a 
motive. The life-cycle hypothesis treats the 
utility of wealth as zero. 

Economists faced with the fact that wealth 
owners who have saved over a number of years 
continue to save although there is no need for 
it, tend to refer to well-established habits for 
explanation . There is no concession that sav
ing money may be joyful, for example, be
cause it creates opportunities, gives independ
ence, and even power. 

Some Swedish advertising campaigns, 
aimed at stimulating the much too low saving 
in the country, have as appeals used that there 
is substantial enjoyment in saving, in having 
money at one's disposal in the bank. This as
pect is not dwelt upon in economic thinking 
nor in empirical studies of saving behavior. 
Unfortunately the campaigns have not been 
very successful. 

Saving is of ten seen as one way of resolving 
the conflict between present enjoyment and 
provision for future needs . This implies that a 
person who saves takes responsibility for his/ 
her future needs. It is recognized that saving 
may be so essential that even a lower utility or 
enjoyment in the future is accepted so as to 
have anything at all to spend. 

The lists of saving motives indicate that sav
ing involves both a judgment of the uncertain 
future and making provisions for the future. 
While the uncertainty of the fut ure is stressed 
as a reason for making provisions for the fu
ture, it is also admitted that some saving may 
occur even when there is little uncertainty 
about the future as in some welfare societies . 
Savings tend to increase when the level of anx
iety increases in a nat ion (Katona, 1975; van 
Raaij and Gianotten, 1990). 

Marshall (1947 / 1890) adds to the impor-



tance of uncertainty about the future that 
there must also be certainty about the future 
availability of the resources for saving to 
occur. 

Despite the fact that there is little supporting 
evidence, it is conceivable that the present en
joyment of the saving act and the accompa
nying expectations may be important and 
should be studied. There may be at least three 
components in the satisfaction: 

I . A feeling that a moral commitment has 
been fulfilled. 

2. Satisfaction that the future is reasonably se
cure with respect to what may be necessary
complacency. 

3. A feeling of independenee and maybe even 
power over a limited space, expectations of 
being ab Ie to make discretionary choices. 

Economic-Psychological Studies of Saving Be
havior 

Low-Level Empirical Models 

While individual deviations from economie ra
tionality are freely admitted by some of the 
economists reviewed, the gist of economie the
ory rests on this postulate. Two simple expla
nations for this are that the postulate makes 
predictions of economie phenomena possible 
without studying human actors: "Accepting 
this assumption [of economic rationality] ena
bles economists to predict a great deal of be
havior (correctly or incorrectly) without ever 
making empirical studies of human actors." 
(Simon, 1990:6). Secondly, there does not 
seem be any good, comprehensive enough al
ternative. So-called low-Ievel empirical gener
alizations are the main alternative. They give 
rather detailed, non-elegant explanations and 
are weak on predictions. 

Present uses of economic-psychological re
search have predominantly involved collection 
of data for ad hoc explanations and predic
tions on the basis of tendencies in the data. 
There is relatively little theory development 
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and the question inevltably arises: Is it possible 
to contribute to a meaningful discussion of 
savings problems at the national level without 
collecting new data, on the basis of existing 
knowledge (modeis)? 

There is to my mind some promise in recent 
attempts to structure the empirical research on 
saving behavior by means of more theoretical 
modeis . In the following, a brief review of re
sults with respect to saving motives will first be 
given . Then a model that opens a way of rea
soning about savers will be presented . 

Studies of Saving Motives 

Questions about motives for saving have been 
asked in a number of survey contexts. The mo
tives covered by the questions are usually quite 
similar to those discussed above. To take an 
example, Lindqvist (1981) presents the follow
ing tab Ie relating to the question "Why do you 
save money? " 

Tab1e 1 . Saving Motives in Sweden 

Percentage 

Doing things, vacation. travel 14 
Buy consumer durab1es 8 
Automobi1e or boat purchase 6 
One-fami1y house , summer c ottage, 
apartment 22 
Buffer , security 46 
Bequests, fami1 y survivors 3 
Other purposes 7 
Do not save 14 

Note : Some r e spondents have stated mo r e than 
one motive. 

Many studies have over the years shown that 
the protection against emergencies or the per
ceived need to have a buffer is the most impor
tant saving motive (cf. Fisher's "saving for a 
rainy day"). Katona (1975) likewise reports 
that saving for emergencies was the most of ten 
stated motive, followed by saving for chil
dren's education and other needs, Saving for 
bequests was uncommon, except among high 
income earners and wealth owners. This is 
cIearly demonstrated in a study of the affluent 
by Barlow et al. (1966): "As income increased, 



there was a steady dec\ine in the proportions 
saving for retirement or for their children ' s 
education . Presumably at the highest income 
levels most individuals feit confident of meet
ing these particular needs out of the current 
income provided by the capital they had al
ready accumulated . One might have expected 
similar responses on the objective of saving to 
meet future emergencies, but this objective 
maintained roughly the same importance at all 
income levels. 

As income rose, the bequest motive, how
ever, became more prominent, being men
tioned by about half of those with incomes 
over &300.000." (Bariowet al., 1966:32) 

In two Swedish studies of saving behavior, 
the moral dimension of saving was covered 
through three attitude statements with which 
the respondents could agree or disagree. 
Jundin (1988) provides data about schoolchil
dren in two Swedish cities, collected in 1985 
and makes a comparison with 1978 data on 
adults, collected from a representative sample 
by Lindqvist (1981). The two sets of data are 
not wholly comparable, but they give an inter
esting indication of differences between gener
ations . Whether these will persist, so that the 

young people will be less appreciative of saving 
when they grow up, is an open question . 

In Table 2, the youngest chiIdren are around 
13 and the oldest are around 18. While the 
younger children are more favorable towards 
saving than the older ones, they differ signifi
cantly from the adult population in their ap
preciation of saving as a desirabie quality. 

A Hierarchical Model of Saving Motives 

Lindqvist (1981) distinguishes bet ween four 
saving motives or needs which are hierarchi
cally ordered: 1) cash management , 2) buffer 
for unforeseen emergencies, 3) financial 
means for attaining a desired goal, 4) wealth 
management. 

The need hierarchy is based on a categoriza
tion suggested by Ferber (1973) . The assump
tion is added that the motives form a pyramid 
with the most frequent need (cash manage
ment) at the bottom and the least frequent one 
(wealth management) at the top. The model 
neatly summarizes recent findings and ideas 
about reasons for saving . The hierarchy im
plies that there is a movement upwards or 
downwards in a logical or chronological order, 

Table 2. Comparison ot Attitudes towards Thrift between school children 
and adults in Sweden . Percent agreeing with sta t ement 

Thriftiness is an 
important quality 
in a person 

It is important to 
have money left at 
the end of the month 

Those who manage to 
save will do well 
in life 

It is important to 
save 

Note : The size of the 

School Children 
Age Group 

13 14 15 16 

35 25 21 23 

35 34 30 39 

38 41 29 28 

61 39 35 35 

age groups vary from 
sample comprises 429 respondent s 

Karl-Erik Wärneryd 187 

Adults 

17 18 

21 13 53 

22 30 38 

22 18 31 

30 18 53 

35 to 73 . The adult 



maybe following the household life-cycle. 
The most basic need or motive is cash man

agement since incomes and expenditures are 
not perfectly synchronized in time and place. 
This holds for all income-earners. What Ka
ton a (1975) calls "residual saving" belongs 
here. 

PeQple who spend all their income of ten 
have a feeling that they are too short of money. 
Then the question arises of having some re
serve for taking care of future irregularities 
that may occur. Many people save money in 
order to have a buffer against the possible ill 
consequences of events in the future . Those 
who do not have a buffer seem to feel guilty 
about not having it. Katona points to the 
strength of this motive. "But even when unem
ployment occurs or large medical ex pens es 
have to be paid, savings are used grudgingly, 
because the worse the current situation, the 
greater looms the need to maintain reserves for 
future emergencies. (Katona, 1975:231) 

When people have some buffer they may 
turn their attention towards the potential ac
quisition of something especially attractive 
which cannot be purchased with available fi
nancial means and they may start saving to
wards a goal. Saving for better housing or for 
a long vacation are common examples. 

The top level of the hierarchy refers to crea7 
tion and management of wealth . Ferber (1973) 
called this category "asset management." 
This motive is not actually a saving motive in 
the ordinary sense of saving as postponed con
sumption. People who have this motive do not 
increase their wealth through saving since they 
have better means or think that they have 
better means of accomplishing wealth in
creases than saving from income: they invest 
their money. 

Saving from income-however high the in
come-does not today create a fortune if the 
money is not wisely invested. People who are 
characterized by this motive may still be savers 
at the cash management level in the hierarchy 
while some of their money is in a bank account 
waiting for better opportunities. People who 
have the wealth management motive are more 
sensitive than others to differences in interest 
rates (Wahlund and Wärneryd, 1987). 
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This model of saving motives has been de
veloped into a model of saver groups in which 
the groups are formed after their dominant 
saving motive: wealth managers, goal savers, 
buffer and security savers, and cash managers. 
Through cluster analysis the model has been 
tested on empirical data from Swedish sur
veys. The analysis supports the meaningful
ness of the grouping (Wahlund and W ärneryd, 
1987). 

With the developments in the financial 
markets, wealth managers now seem to have 
more importance than ever. They do not ap
pear to save money in the sen se of refraining 
from something. To the extent that they are 
"yuppies", they rather waste money and other 
resources while at the same time receiving 
good salaries and making highly profitable 
investments. The high risks associated with 
some investments may backfire especially 
when stock prices fall rapidly and interest rates 
climb. 

Pàlsson (1990) demonstrates a way of ana
lyzing wealth managers. She distinguishes be
tween household portfolios containing differ
ent proportions of risky assets. Bank deposits 
are defined as less risky assets than stock, espe
cially if the stock is financed through loans. 
Real estate is also more risky than bank depos
its and is usually at least to some extent fi
nanced through mortgages and loans. Using 
data on Swedish household portfolios, col
lected from income tax returns, Pàlsson finds 
that the degree of risky investment is negati
vely correlated with age: older people tend to 
have more of their assets as bank deposits . lt 
is positively correlated with gross income and 
is not correlated with net wealth. Pä!sson con
cludes that these correlations indicate such dif
ferences among households that the assump
tion of efficient markets do not hold. Prices do 
not reflect homogeneous expectations or com
plete information as economic theory holds. 

In the above cited study, risk aversion or 
risk propensity was measured through the ac
tual composition of the household portfolio, 
similar to the idea of revealed preferences. A 
psychological researcher would rather attempt 
to measure risk aversion either through a test 
of some kind or through observation in a con-



trolled experiment. The psychoiogist would 
ask whether people really perceive the assumed 
differences in risks and if so, whether they act 
consciously to take risks , expecting higher 
profits, or avoid risks. The perceived security 
of bank savings may vary over time and is a 
critical question in times of serious economic 
and other crises. 

The main saving motives characterizing the 
saver groups give some base for speculating 
and forming hypotheses about the possible in
fluence of the moral dimension. Wealth man
agers have in many cases inherited all or part 
of their wealth. There are studies indicating 
that wealth owners of ten have a feeling of an 
obligation to leave more in legacy than what 
they received themselves (Bariowet al., 1966; 
Katona, 1975). The quotation above from Bar
low et al's study shows that the bequest motive 
is important in this category of savers. Since 
the wealth managers own a large proportion of 
the aggregate wealth, this motive can be im
portant for tot al savings although compara
tively few savers may deern it of prime impor
tance. 

The goal savers do not seem affected by the 
moral dimension when they save for the pur
pose of acquiring new things. When they save 
for the education of their young, as is common 
in Japan and to some extent in ot her countries, 
the moral dimension is obviously there. Like 
altruism it may of course be interpreted to in
volve the saver's own future welfare. 

The buffer savers operate for the sake of 
themselves and of their offspring. Young fam
ilies with dependents tend to worry about not 
having enough of a buffer. Many of them are 
cash managers with little savings . As said be
fore, the striving to create and keep a buffer 
may be taken as a willingness to assume re
sponsibility for some unforseeable future 
needs . 

The cash managers do not seem to be af
fected by the moral dimension. If they have 
money in the bank or in other repositories, this 
is a matter of incomes and expenditures not 
being completely synchronized . Their savings 
are in Katona's terms "residual" and not in
fluenced by moral dimensions . The members 
of this group can still change their behavior, 
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become more willing to postpone consump
tion, as their financial situation af ter some 
lean years improves. This category on the 
whole is presumed to be sensitive to whether 
they perceive immediate rewards emanating 
from saving behavior, judging from the 
marketing efforts of commercial banks in the 
U.S. 

From Micro to Macro 

The existence of non-economic motives for 
saving and ot her deviations from the dominant 
economic theories of saving made Katona start 
working on complementary theory, close to 
empirical data and at a low level of abstrac
tion. One of the problems in this connection is 
the relevance of micro level theory and data for 
aggregate level problems. What is meaningful 
at the individuallevel may not be meaningful 
at the aggregate level and as Katona's work in 
macropsychology indicates, what lacks mean
ing at the individuallevel may be highly inter
esting at the macro level. Katona's Index of 
Consumer Sentiment reflects the level of opti
mism-pessimism in the country. Making an 
index out of the interview questions for each 
individual household does not make sense (Ka
tona, 1979). 

Psychologists have a tendency to take for 
granted that psychological research should 
concentrate on individual experience and be
havior and that results can be aggregated in a 
simple way and applied at the macro level. If 
something at the macro level does not agree 
with knowledge at the individuallevel, the 
macro level is then held to be wrong. 

For economists it is gene rally the other way 
round . Assumptions and explanations at the 
individuallevel may be wrong, but as long as 
the predictions they lead to are right at the 
macro level, the assumptions are accepted. 
Friedman (1953), in what is called the F-twist 
(Musgrave, 1981) even goes so far as to state 
that the more unlikely the assumptions, the 
better the predictions in economics . This may 
in fact be seen as an interpretation of Popper's 
assertion that there is an inverse relationship 
bet ween the content of a theory and its proba-



bility. The more content, the less pro ba bie the 
theory should beo 

Boulding (1972) suggests that human moti
vation should be more carefully considered by 
economists. He thinks that happiness and, to 
go even further, joy should actually be meas
ured. He concedes that these concepts are hard 
to measure: "Still, one would like to encour
age psychologists to work on these problems, 
which are surely not insoluble. Even if we can
not get very reliable measures for the individu
al, by the famous principle which I have some
times called 'Katona's Law', that the summa
tion of ignorance produces knowiedge, we 
may find an operation or instrument with self
cancelling random factors which will give us a 
much better measure for a hundred or a thou
sand individuals than we can get for one." 
(Boulding, 1972:466). 

In a footnote, Boulding notes that asking 
one person whether he will buy an automobile 
next year provides totally unreliable informa
tion. Asking a thousand people and summing 
the answers produced is quite astonishingly re
liable. 

Few psychologists have paid any attention 
to psychological problems at the macro level. 
Katona who was an exception worked with pri
marily macroeconomic problems. There are 
some other examples. McClelland (1961) stud
ied achievement motivation at the level of na
tions. Schachter et al. (1986) demonstrate that 
psychological research can use indicators 
(proxies in the economist' s terms) of fear, such 
as newspaper front page reports on violence, 
at the aggregate level to explain department 
store sales and stock exchange price fluctua
tions. 

Economics concentrates on the aggregate 
level and disregards individual differences . 
Psychology concentrates on the individual and 
emphasizes individual differences. Against 
these opposite tendencies it may be said that 
aggregate behavior covers interesting behav
iors that need more attention; individual be
havior contains certain components that are 
uninteresting because they cancel out over 
time in a population. 

Aggregate data predominate in discussions 
of savings. Some of their wellknown weak-
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nesses are: 
* estimates of total savings are of ten a resid

ual when consumption has been deducted 
from total disposable income. 

* data about household savings often include 
savings of small businesses and associa
tions. 

* even perfect aggregate data cover up inter
esting relationships at the individualhouse
hold level. 

* explanations in more detail are necessary if 
attempts are made to influence savings 
through incentive plans or information 
campaigns . 

Katona (1975) pointed out a need for breaking 
down the macro level through the use of psy
chological intervening variables. In a very sim
ple form, intervening varia bles serve to define 
different population groups. The latter are as
sumed to react differently to macroeconomic 
stimuli . The effects of, for example, a tax 
change will thus depend on the state of certain 
intervening variables . 

Katona's Index of Consumer Sentiment can 
serve as an example of an intervening variabie. 
The assumption is that people who are op-
ti mist ic will react differently than people who 
are pessimistic. If the two groups are similar in 
size and their opposite reactions are approxi
mately equally strong, the average effect can 
be pretty much what economic theory would 
predict. The effects of the differences wiil can
cel out in the population. Otherwise, the ef
fects of the policy measure van only be pre
dicted on the basis of survey studies of expec
tations. Microvariables are th us used to define 
population subgroups that are shown or ex
pected to act and react differently. (Wärneryd , 
1989). 

Three questions arise with respect to this 
reasoning: 
1. Is it possible to measure the characteristics, 
expectations, and behavior of such sub
groups? 
2. Is it possible to identify members of a sub
group in such a way that their separate reac
tions can be studied? For example, can wealth 
managers be found and their reactions to a 
change in interest rat es be measured? 



3. Is it possible to use models that can predict 
saving behavior without contact with savers? 

The answer is affirmative. To some extent, 
such study can be carried out (see e.g. 
Wahlund and Wärneryd, 1987). It is possible 
to use existing knowledge to discuss certain 
types of saving problems at the macro level 
meaningfully without the aid of new data. 

Concluding Remarks 

"Money is sought and valued, not only for its 
purchasing power but also as a symbol of 
achievement, of success, of society ' s apprecia
ti on of one's services; and this other function 
of money does not fit into the economist's 
model of rationality." (Scitovsky, 1986:71) 

Do we need a new type of psychology of saving 
because the world has changed so much since 
the c1assical and neoclassical economists used 
their observational power and wisdom to ex
plain why saving occurred? In a society where 
there were both extreme poverty and extremely 
rich people and a middle c1ass with certain 
characteristics the preconditions for saving 
may have been quite different from what can 
be expected in modern welfare societies with 
the kind of social security that is assured every 
citizen (except for certain pathological cases). 

The saving motives proposed by c1assical 
and neoclassical economists still make sense. 
They reflect what is today the dominant psy
chology of saving and to some extent they can 
now be discussed against a background of em
pirical data. Their explanatory power is not 
very high and new reasons for saving may have 
to be studied and possibly devised as new ·in
centives. 

The economists whose views of saving psy
chology have been briefly presented here 
tended to have a moral commitment in what 
they said about saving. Saving was good to 
society and thus there was a moral obligation 
for the citizen to show thriftiness. Keynes also 
viewed saving as essentially a virtue at the indi
viduallevel, but like Mandeville he finds that 
the effects at the macro level could be detri-
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mental. None of the economists saw the cir
cumstance that saving was a virtue as an expla
nat ion of actual saving behavior. The virtuous 
aspects of saving were translated into some
thing more in line with a broad definition of 
self-interest. 

From a welfare point of view, it may not 
seem desirabIe to teil people to save so as to 
increase their well-being. lt is assumed that the 
welfare state already assures the individual 
enough well-being through income policy, so
cial security and heaIth insurance schemes. 
Moreover , savings may be seen as a threat to 
strivings towards equal wealth distribution. 
Such views, if they exist, miss the point that 
savings increase the amount of freedom of an 
individual and may thus be essential to individ
ual and family well-being. 

Discussion 

(Hans van de Braak made the following re
marks:) 

I would like to suggest two points which seem 
promising if we are looking for non-economic 
reasons for saving. Marshall (1947) stated that 
most saving arises out of family affec-
tion: " . . men labour and save chiefly for the 
sake of their families and not for themselves 
... millions are saved in the form of insurance 
policies .. " The keyword is here "insurance 
policy, since a large part of savings today are 
forced savings: insurance premiums and pen
sion premiums. 

Insurance policies with premiums as forced, 
or self-imposed savings are the result of a ra
tionalization process . For example, the finan
cial evaluation of a man's life by the life insur
ance industry was initially rejected by many as 
a profanation which transformed the sacral 
event of death into a vulgar commodity. Vivi
ana Zelizer has written a fascinating book, en
titled "Morals and Markets" about the devel
opment of life insurance in the U.S. Much of 
the opposition to life insurance resulted from 
the apparently speculative nature of the enter
prise: those insured were seen as betting with 
their lives against the company. The instant 



wealth reaped by a widow who cashed her hus
band's policy, seemed suspiciously similar to 
the proceeds of a winning lottery ticket. UNtil 
the late 19th century, life insurance shunned 
economic terminology, surrounding itself with 
religious symbolism and advertising more its 
moral value than its monetary benefits . Life 
insurance was marketed as an altruistic, self
denying gift rather than as a profitable invest
ment. Later on, when life insurance came to be 
counted among the duties of a good and re
sponsible father , economie standards were en
dorsed by religious leaders such as the Rev. 
Henry Ward Beecher who pointed out in a ser
mon that "once the question was: can a Chris
tian man rightfully seek Life assurance? Now 
the question is: can a Christian man justify 
himself in neglecting such a duty?" What is 
more, when people gave up the old ideas of 
personal immortality through an afterlife, the 
idea of social immortality was created. lt 
meant that people would continue to live on in 
their offspring. The appeal to life insurance as 
a pathway to immortality was early recognized 
by the insurance companies whieh used it very 
explicitly to attract their customers. Life insur
ance was e.g. described as "the unseen hand of 
the provident father , reaching forth from the 
grave and still nourishing his offspring and 
keeping together the group." 

So, the way to life insurance as a branch of 
industry and as a rich source of self-imposed 
savings has been opened by the sweeping aside 
of moral considerations, as weil as by a com
mercial appeal to our desire for immortality. 

From an economie point of view, saving 
may be defined as refraining from consump
tion in one period in favor of a later period. 
This aspect of timing, however, conceals that 
the insurance premium as a price for even
tualities is at the same time a source of income 
for the insurance company. Apart from real
life risks, the life insurance business has an 
interest in tapping other people's money and in 
exploiting feelings of guilt, feelings of anxiety 
for premature death, or the hidden desire for 
immortality. So, the question is: where do ra
tional, utility considerations stop and non-ra
tional, moralones start" 
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