SEISENSE Journal of Management

doi.org/10.33215/sjom.v3i4.396 , 56-67

®

Vol 3 No 4 (2020): DOI: https:

Research Article

SENSE

That Makes Sense!

Social Influence And Savings Behavior: Evidence
From A Developing Country Context

Article History
Received 2020-06-14
Revised 2020-07-16
Accepted 2020-07-16
Published 2020-07-24

Keywords
Savings Bebavior
Social Influence
Financial Literacy
Developing country
Self-control

How to cite?

Eva Mpaata

1*, Naomy Koskei2, Ernest Saina3

1,2,3 Moi University, Kenya

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. doi:

10.33215/ sjom.v3i4.396

Copyright © 2020 The Author(s)

@)er |

*Corresponding author: evahmpaataS6@gmail.com

Abstract

Purpose: This paper highlights the relevance of Savings Behavior
and the impact of Social Influence on Savings Behavior in a
developing country utilizing both life cycle and economic theories

Methodology: This paper presents findings from a thorough review
of the literature. Relevant articles were reviewed on both savings
behavior and social influence. The articles consisted of both
contexts developed versus developing.

Findings: The findings suggest that from the developed country
context, Social Influence positively affects Savings Behavior, which
is not the case for the developing economies that show the negative
impact of social influence on savings behavior. Therefore, financial
education and literacy training are two of the means of encouraging
individual self-control in these developing economies despite their
vulnerability to social influence to encourage positive savings
behavior.

Implications: Individuals are encouraged to save, especially during
their productive ages, along with their lifespan. This can be done
by obligatory deductions for those that are officially employed.

Originality/Value: This paper reveals a bibliography theoretical
review on Social Influence and Savings Behavior within the
developing country context. The paper presents the puzzle about
the effect of Social Influence and Savings Behavior in the emerging
economy. The majority of savings behavior research undertaken in
the developed economies shows the positive effect of social
influence on savings behavior, which is not the case in the
developing economies.
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Introduction

Savings behavior is a critical requirement for individuals to help them find out how to solve potential future
financial decisions on their own by learning and rehearsing sound financial abilities in their lives. Saving instills
control among the individuals from the consumptive manner and learning on how to spend wisely (Ariffin,
Sulong, & Abdullah, 2017). To demonstrate an appropriate savings behavior does not “come overnight” but
can be attained through the social influence of family, friends, and colleagues by way of nurturing, mentoring,
and sharing of information concerning money management practices. However, putting money aside for the
future is a complex decision that warrants a good savings behavior (Gerhard, Gladstone, & Hoffmann, 2018).

This research adopts the principle of Gerhard et al. (2018) that savings behavior is a mixture of future needs
expectations, saving action that leads to better wellbeing and wealth creation. Savings are, therefore, vehicles
destined for economic growth, whose future drivers are individuals making their savings behavior principal in
any economy (Khatun, 2018). This research reviewed articles that are unusual in studies in the developing world
linked to social influence and behavior.

According to (World Bank., 2017), the global saving rates percentage of Gross Domestic Product (GDP) are
as follows; East Asia & Pacific at 45%, South Asia 32%, North Africa at 23%, Europe &Central Asia at 23%,
Canada at 19%, the United States at 18%, Latin America at 17%and Sub Saharan Africa at 14%. Saving rates
have steadily increased in East Asia, have stagnated in Latin America and have been volatile in Sub-Saharan
Africa, North Africa, and have deteriorated in South Africa, and have steadily increased in West Africa (Kudaisi,
2013). Furthermore, the World Bank. (2017)States that developing countries saving rates are low, which in turn
affects their level of investment. The world has experienced a marked difference in saving rates over the last
three decades, and this has been particularly dramatic in African countries. According to Deaton (2005) and the
World Bank. (2017) Africa generally has the lowest saving rates with a constant decline over the past three
decades, and this has negatively impacted the economies with slow growth. Africa is seen to perpetually have
low saving rates (Elias & Worku, 2015).

According to the 2011 Global Findex survey, for example, a quarter of the most deficient 40 % of households
in Sub-Saharan Africa do not have bank accounts (Demirguc-Kunt, Klapper, Singer, & Van Oudheusden,
2015). Approximately 44 percent of teenagers between the ages of 17 and 25 and 11 percent between the ages
of 40 and 55 are victims of consumptive behavior (Herawati, Candiasa, Yadnyana, & Suharsono, 2018).

Most research focused primarily on the direct effect of social influence on savings behavior in developed
countries and mostly found significant effects (Dangol & Maharjan, 2018; Erskine, Kier, Leung, & Sproule,
20006; Jamal, Ramlan, Karim, & Osman, 2015). Many of these studies were done in the developed world,
excluding the developing context, which is addressed by this research. Further still, there has been limited
research in the area of savings behavior at the micro-level, particulatly for an individual (Supanantaroek,
Lensink, & Hansen, 2017; Tharanika & Andrew, 2017). This study attempts to close the limited research in the
area of savings behavior at the micro-level, particularly for an individual more so in the developing country
context (Supanantaroek et al., 2017; Tharanika & Andrew, 2017). The majority of the research has focused on
saving behavior at the macro level, an example being a study by (Kaberuka & Namubiru, 2014) on the effect of
remittances on gross domestic savings in Uganda. However, studies regarding Saving Behavior at the micro-
level is limited in the Sub-Saharan African countries (Asare, Segarra, Gertrude, & Asiseh, 2018). An example
of such a study was on the determinants of household savings among low-income individuals in rural Uganda,
whose primary focus was on households’ saving behaviors by Chowa, Masa, and Sherraden (2012). The saving
behavior of an individual is justified as part of the social environment of any society. It is supposed to be
successful, thus boosting the growth and development of the economy. To achieve the right saving action, it is
important to look at the social context in which the individual resides.
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This article, therefore, has two specific objectives;
1. To examine the relevance of Savings Behavior in developing countries
2. To establish the impact of Social Influence on Savings Behavior in developing countries

In the subsequent section, we track each specific objective to enhance acceptable individual savings behavior.
The purpose of the study is to demonstrate the relevance of saving behavior in the developing country context.
This paper reviews literature to accomplish the mentioned objectives. The article is structured as follows; in the
following section, we examine the theoretical framework, then a debate on the relevance of savings behavior,
followed by a discussion on the effect of social influence on savings behavior, applied methodology, findings,
and discussions. The article concludes with findings, recommendations, theoretical and practical implications,
and, lastly, future research areas.

Literature Review

Theoretical Underpinning Of Savings Behavior

Savings Behavior can be seen at both the household and national levels. The saving activity at the household
level is mainly for consumption or retirement purposes. The household savings behavior is explained by the
Lifecycle Hypothesis, while the national saving is explained by the economic theory. These theories are
examined in the following section

Lifecycle Hypothesis (LCH)

The lifecycle hypothesis (ILCH) by Modigliani and Brumberg (1954) and later in Ando and Modigliani (1963)
proposes that households seek to optimize utility derived from their lifetime resources by allocating them
optimally between current and future consumption. Lifecycle theory suggests that the primary motivation for
investing is to accumulate money for later consumption and, in particular, for retirement. In its simple wording,
the lifecycle theory suggests that savings behavior is forward-looking and driven by a desire to plan for future
spending above future incomes during life. The lifecycle hypothesis posits that the primary motivation for
saving is to accumulate resources for later expenditure and, in particular, during retirement. In its basic
formulation, the lifecycle hypothesis posits that savings behavior is forward-looking and driven by the desire to
prepare for future expenditures above later income throughout life (Jappelli & Modigliani, 1998). Several saving
motives were listed by Keynes (1936). Most of these motives have now been incorporated into the lifecycle
model (Modigliani & Brumberg, 1954). In this model, saving depends entirely on current income, with
households saving only a portion of that income. Early versions of this model explain the old-age provision
motive as the main saving motive: individuals save while working to counteract the income drop at retirement.
The basic version of the lifecycle model has been extended to include also other saving motives, most
prominently the precautionary savings motive. Precautionary saving can explain a large share of individual and
aggregate wealth accumulation (Gourinchas & Parker, 2002).

The Lifecycle Hypothesis (LCH) also indicates that households seck to maximize the use of their lifetime
resources by making optimal use of them between current and future use. In the Keynesian model, saving
depends entirely on current income, with households saving only a portion of that income. Modigliani (1970)
demonstrates how the saving ratio of households is independent of income. Instead, it depends on the rate of
long-term income growth. However, the validity of the LCH hypothesis for developing countries has been
questioned. The model of savings behavior may not extend to low-income countries, because low-income
people may not be able to save enough while young and active to support old-age consumption as the model
suggests.
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Economic Theory

Early theories of economic growth have shown the importance of savings as a source of capital accumulation
and, therefore, of growth. Economic theory has long argued that saving or capital accumulation is the primary
determinant of economic growth that can be interpreted as a sustainable long-term rise in the country's income
(Geda & Shimeless, 2006). The high rate of capital accumulation, funded by high domestic savings rates, is at
the core of many classic models of economic growth.

Domestic savings are, therefore, an important indicator and a prerequisite for higher levels of growth. Solow's
standard growth model, which underlines the importance of savings in economic growth, indicates that higher
savings rates precede a temporary increase in inflation as the country moves toward a higher level of growth.
In this and many other classic growth models, higher savings are expected to turn into faster capital stock
growth, thereby increasing economic growth (Bonga-Bonga & Guma, 2017).

The Relevance Of Savings Behavior To Households

Household savings have drawn considerable interest in the literature on economics, with a particular focus on
the different reasons for saving conduct that is possibly complex and interrelated. Browning and Lusardi (1996)
provide a comprehensive review of household savings from both an empirical and a theoretical viewpoint, in
which they address savings motives based on those described by Keynes (1936). Such motivations include
precautionary saving where households keep a contingency fund in the event of future adverse events;
smoothing income and expenditure over the life cycle; and inter-temporal replacement motivation for which
households benefit from accumulating savings interest (Brown & Taylor, 2010).

Saving is a delayed investment; savings have always been studied concerning the smoothing actions of
consumption. This is because the decision of households or individuals to consume or save is a joint family
decision. In case households save too little, they might face financial difficulties in addition to having deficient
emergency savings, which, in turn, will increase anxiety and leads to serious health problems (Prawitz et al,,
20006). From a broader perspective, there will be insufficient funds available for the government to invest in
social and physical infrastructure. It has been further argued that (micro) savings products are probably one of
the best financial instruments to reduce poverty.

Savings are vital because, unlike income, saving helps individuals to accumulate and hold on to wealth over
time. Typically, people's savings behavior relies on their present income and their present level of consumption
(Awais, Laber, Rasheed, & Khursheed, 2016). There is also growing evidence that poor people are, in principle,
able and willing to save. However, for several reasons, among which is a lack of financial knowledge, lack of
self-control savings remains limited. To improve savings behavior, there is a strong need to encourage a better
savings culture. According to many people, it is crucial to improve the savings culture of people and thus to
develop savings attitudes at a young age (De Noose, 2011).

At an individual level, savings smoothen the individual's consumption patterns, thereby improving on their
welfare among others as well as enhancing the economic growth of a nation, through the provision of the lump
sum for investment at the macro-level (Supanantaroek et al., 2017).

National Benefits Of Savings Behavior

Most conventional growth models indicate that higher savings rates lead to higher growth by growing the pool
of domestic capital available (Romer, 1986; Solow, 1950). It promotes a faster accumulation of physical capital,
which is known to be the driving force of economic growth. Over the past decades, saving has played an
essential role in the process of economic growth and development. Logically, saving stimulates investment that
causes a single country's economic growth. Domestic savings ate, therefore, an important indicator and
precondition for higher levels of growth. The speed of economic growth is determined by the ability to save
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because a high savings rate will drive up the rate of investment and consequently stimulate economic growth
(Turan & Gijergji, 2014).

A growing literature emphasizes the crucial role of savings in the process of economic growth in addition to
them providing lump sums for investments that enable households to build up a financial safety net and hence
may serve as an insurance mechanism (Dupas & Robinson, 2013). Also, the domestic savings of a nation ensure
that the vulnerability of a country’s dependence on foreign capital is reduced (Njenga, Onuonga, & Sichet,
2018).

Savings play an important role at different levels of the economy where households, companies, and
government, when carefully interlinked, jointly contribute to the economic growth of the country. This
aggregated saving decision is the primary determinant of national saving (Geda, 2006). Funds that are placed in
financial assets are channeled through financial intermediaries for investments, and subsequently, enriching the
country through higher productivity and economic growth. It is argued that the speed of long-run economic
growth depends on the ability to save since a high savings rate will increase investments, affect the capital
accumulation and consequently stimulate economic growth (Joshi, Pradhan, & Bist, 2019).

High savings leads to accumulation of wealth that allows individuals to improve their living standard and could
hedge the country against economic downturns and financial crisis, insuring against the time of economic
shocks and an essential way of improving wellbeing (Mahdzan & Tabiani, 2013). In some countries, savings are
considered as the backbone to specific sectors of its economy. In other nations, for instance, household savings
is regarded as the most critical investment resource for the development of the non-oil sector, while its foreign
capital is contributing more to the production of natural resources like oil and gas.

To summarize, individual savings will not merely benefit households but benefit the entire nation, as well.
Therefore, it is essential to know factors influencing individuals’ savings behavior as it is essential in maintaining
economic growth since it will give benefits to the entities involved, such as households, financial institutions,
government, and other related stakeholders. Hence savings play an essential role in both a nation and individual
financial wellbeing (Findley & Caliendo, 2015; Gerhard et al., 2018; Otto, 2013).

The Impact Of Social Influence On Savings Behavior

Social Influence has both positive and negative effects on human behavior. This is based on the fact that Social
Influence allows both a group and an individual to achieve a mutual or individual goal. Nevertheless, the Social
Influence may instead make sub-optimal decisions for individuals (Kast, Meier, & Pomeranz, 2018). The
previous studies undertaken indicate that Social Influence is active at increasing savings among individuals
(Homan, 2016). This is achieved through strategies that include: setting goals, regular follow-up to meetings,
peer pressure from others, monitoring the success of others, symbolic incentives for those who perform well,
and guidance on how to accomplish one's goal. SI entails the influence of others’ behaviors, depending on the
social environment around them. Social influence involves the exercise of social power by a person or group to
change the attitude or behavior of other persons or groups in a particular direction (Franzoi, 2006). Mangleburg,
Doney, and Bristol's (2004) study, as quoted in Zaihan (2016), views social influence as the degtee to which
family, friends, and colleagues affect the state of mind, thinking and conduct of the person.

Hira (1997) indicated that the most important sources of influence on the financial attitudes and beliefs of
respondents were identified among the various socialization agents, family in general, mothers, and fathers in
particular. According to Firmansyah (2014), children inherit the attitude and behavior of their parents, and this
can predict the type of financial decisions and management that they will make in the future. Money values are
passed down from parents to children through direct and indirect messages. Besides, Lyons (2007) found that
about 68 percent of individuals reported receiving financial information from their parents. Bowen (2002) also
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found that there is a significant link between adolescents' and parents' understanding of money. Social influence
involves the exercise of social power by a person or group to change the attitude or behavior of other persons
or groups in a particular direction (Franzoi, 2000). Several kinds of literature acknowledged the role of parents
as the key to their children’s financial socialization, in which parents are highly influential in developing their
children’s financial behavior. Thus they should become role models to their children in managing their financial
affairs (Sam, Geetha, & Mohidin, 2012). Webley and Nyhus (20006) further added that economic socialization
(namely discussing financial matters with parents) would have an impact on children’s future orientation

Children who have a good relationship with their family are more likely to be future-oriented and have good
financial behavior. Shim, Barber, Card, Xiao, and Serido (2010), discovered that the role played by parents is
significantly greater than the role played by working experience and high school financial education of young
adults. A set of supportive social support from parents and family members are crucial in helping young adults
and adolescence achieve their successful adult life. When parents displayed positive financial behavior, they will
become financial role models to their children and will trigger positive attitudes and behavior amongst young
adults. Savings' decisions are complex, requiring individuals to have substantial economic knowledge and
information. This may, therefore, be the case that parents with a certain degree of financial literacy may try to
impart these skills to their offspring to equip them with financial management skills for the future. As a result,
children and young adults may develop financial attitudes from their parents. Saving decisions during childhood
will affect attitudes towards finances at the later stages of the life cycle and therefore have consequences for
saving actions experienced during adulthood (Brown & Taylor, 2010).

Norvilitis and MacLean (2010) revealed that parents who provide a hands-on approach to teaching their
children about money management, allowances, and bank accounts motivate them to lower their credit card
usage in college. The researchers further added that childhood is the most crucial period that will influence an
individual’s behavior and attitude during adulthood. Therefore, parents play an essential role in influencing
children in managing their financial affairs. Besides parenting factors, peer influence could also predict
individuals’ financial behavior. Duflo and Saez (2002) found out that people with similar preferences tend to
belong to the same group, thus creating a correlation between the group and individual behavior.

Bucciol and Veronesi (2014) suggested that parental teaching is more effective than receiving formal education
at school, and based on different socio-demographic variables, they show different behavior. The parental
teaching method determines the ability to meet financial issues in the future, and it is more effective, especially
when different teaching methods are combined. The most effective strategy is teaching to save during childhood
and adolescence.

Similarly, a study by Jamal et al. (2015) showed that the impact of colleagues has a critical role in choosing the
saving capacity of a person. Zaihan (2016) found that even though the parents or guardians have formed
positive financial behavior in their children, peer socialization angle still exists in an individual's savings behavior
since savings behavior of individuals could be influenced by the association in spending exercises during the
social time and exchanging ideas about financial management matters among their peers. (Jamal et al.,
2015)Stated that peer influence could also affect the financial behavior of individuals. Alwi, Amir Hashim, and
Ali (2015) indicated that when making choices, people are affected by peer pressure. Moreover, Laible, Carlo,
and Roesch (2004) stated that an individual’s behavior is acquired from direct and indirect interaction with their
friends.
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Dangol and Maharjan (2018) opined that both peer and parent remain as potent socialization agents that
determine the behavior of adolescence in the future. Their needs were often derived from desires than financial
needs. From childhood, they imitated what their parents do. People who discuss financial problems with parents
had better skills to fulfill their financial needs. Young people also learned from direct and indirect interaction
with peers; through discussions, rulemaking, reinforcement, and modeling.

Independent Variable Dependent Variable

Social Influence
Peers
Family
Community
College

\ 4

Savings Behavior

Figure 1 - Conceptual Framework

The philosophical model above suggests that Social Impact encompasses friends, families, society, and college.
These affect the behavior to save a person. In the context of developing countries, people save in various
forms, including cash, cattle, land, crops, and so on.

Data and Methodology

Only English-language papers in core journals were included in our sample. The literature reviewed included
articles on both social influence and savings behavior within the period of 1996 to 2019. Given our search
criteria outlined below, some 520 papers were reviewed. The primary sources of research include the Citation
Index for Social Science, JSTOR, and Google Scholar. Many of these publications were published in a full-text
format where it was feasible, or copies were requested through the inter-library system. The criteria for selecting
the articles were based on the key search words of social influence and savings behavior.

Only relevant articles were used in the review and further analysis. The rationale behind the journal selection is
on the assumption that savings behavior contributes to both the entrepreneurial and behavioral finance
discipline that is a necessity in developing countties.

Findings

Puzzle In The Developing Country Context: Social Influence And Savings Behavior

A great deal of savings in the African context is seen through the impact of social capital, which is mainly
evident among the unions, as information transmitted through these organizations increases the proportion of
liquid assets held in the form of deposits that yield a return. However, the extent to which households can
access financial products, in particular deposit products, is a vital issue for developing countries. For low-income
households, there may be many barriers to savings in formal financial institutions other than access, including
lack of knowledge or information that could lead to mistrust and uncertainty about available returns. In a general
sense, the role of social networks in developing countries is well known. Most empirical literature identifies
interpersonal relationships between members within villages or communities as an effective means of
eliminating information failures, thereby encouraging saving (Newman ez a/,2012).

In developing countries, limited access to formal financial institutions means that individuals and households
rely mainly on informal networks to create savings. These informal saving strategies include saving livestock or
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jewelry, saving at home' under a mattress, saving with a neighbor or, in a more organized way, engaging in the
Rotating Savings and Credit Associations (ROSCAs). Nonetheless, in developing countries that are vulnerable
to unforeseen events such as health degradation, the death of a family member, overwhelms and scares the few
savings that would have accrued, thereby hindering economic activity and growth (Ky, Rugemintwari, &
Sauviat, 2018).

The majority of people in Africa are not using Social Influence to save but rather to spend. This is more evident
among college students who, with more experience and socialization, may develop poor habits and attitudes as
a result of these influences, as well as gain some basic knowledge for better financial management, which could

explain the mixed effects of these influences on savings and the consequent financial problems (Sabri &
MacDonald, 2010).

In most developing countries, the majority of the population is poor and can access funds through ROSCAs.
Individuals involved in ROSCAs frequently configure the startup date by the date they are allocated to obtain
the pot, as many ROSCAs use a predetermined order to distribute the savings pot. Since these saving strategies
involve taking high risk, most individuals in ROSCAs are disbanded by obtaining their share of the pot, often
without notice, thus preventing the savings culture (Ky et al., 2018). Likewise, in cases where individuals engage
in ROSCAs, since there is a generally predetermined order, it is impossible to access the money immediately
when an emergency arises. In such situations, some people turn to their relatives for support, thus deterring
their saving actions. Worse still, if relatives do not have liquid funds, they turn to sell their properties (Collins,
2009).

Young people are the most significant proportion in Sub-Saharan Africa. Parents, peers, school staff, and
financial institutions are offering support to this vulnerable group in promoting financial inclusion through
savings that are an international priority. This can be achieved through savings promotion programs. Financial
inclusion is vital for economic and social development and the reduction of poverty. Increasing evidence
indicates that financial inclusion for young people, in particular engagement in savings programs, is associated
with a wide range of positive outcomes in areas such as health, education, social-emotional development, and
financial wellbeing.

Financial education in schools or financial institutions is essential for building trust and promoting savings.
Nevertheless, in addition to limited funds and competing demand for money, this group of individuals is
negatively influenced by peer influence, thereby discouraging saving. Also, school administrators fail to provide
encouragement or guidance to youth, thereby missing the opportunity to save (Zou ef al, 2015). Using mobile
money, individuals can easily exchange cash for e-money or vice versa with mobile money agents across the
world. Once the deposit has been made, they can either keep it safe on their mobile phone as savings or move
the balance via SMS to any other mobile phone in the country or abroad. Mobile phones are seen as an
opportunity to provide essential banking services to poor people who have fewer alternatives than rich people.
However, the liquid savings option provided by mobile money, which can be accessed anywhere and at any
time, could increase family assistance and could, therefore, harm individual savings. This is aggravated by the
withdrawal tax feature of mobile money, which may help people withstand unnecessary spending on the one
hand, but may discourage them from putting money in their account and, on the other hand, discarding its
effects on savings (Ky et al., 2018).

Discussion

Relevance Of Savings Behavior To Developing Economies

In this review of literature, it has been established that savings behavior is relevant among people in the
developing economies. Accumulated savings accumulate capital that can be used in financing business startups,
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health care, and educating the family. These human development indicators are essential in the economic
development progress of a country. This is in line with studies by (Sinclair & Singh, 2015), where savings are
the best intervention for poor households in emerging economies. The study highlights that savings improve
household wealth and individual wellbeing through increasing an individual’s income, investments, and
wellbeing. Savings behavior also improves the protection and wellbeing of vulnerable communities in
developing economies.

Impact Of Social Influence On Savings Behavior In Developing Countries

The literature reviewed in this study found that there is a negative impact of social influence on savings behavior
in developing economies. It is focused on the fact that most poor people use informal environments (social
networks) that are of high-risk, high-cost, and are limited. This, in turn, has contributed to weak savings
compared to economies without behavioral frictions. The lack of saving has led to welfare consequences to
include variable consumption, low resilience to shocks, and foregone profitable investments (Karlan, Ratan, &
Zinman, 2014). This resonates with the findings of Ky, Rugemintwari, & Sauviat (2018), who noted that
developing economies are surrounded with unforeseen events such as health degradation, the death of a family
member, overwhelms and scares the few savings that would have accrued, thereby hindering economic activity
and growth.

Conclusion

Individual savings behavior, which is inherently tricky, allows one to possess essential skills along with a positive
impact on their social ties (Jamal et al., 2015; Khatun, 2018). The social context of individuals in developing
countries contributes significantly to savings behavior. However, the same social context impairs the financial
behavior of individuals in developing countries, given the high level of responsibilities that range from burial
contributions, wedding ceremonies, among others. Financial education is one of the main tools for enhancing
people's saving attitudes. As a result, providing financial education and training to individuals could mitigate
the effects of bad financial habits and attitudes that could be acquired from others. In other words, training
may help all kinds of people, including those who might otherwise be considered to be more financially
competent and less in need of that kind of training. However, they may be more susceptible to social influence.
Using financial education—financial literacy training—individuals should get acquainted with the concept of
savings and can learn how to manage money in and outflows. To ensure appropriate savings behavior, an
integrated approach involving other factors, such as instilling self-control among individuals, is required.

Theoretical Implication

This study demonstrates that Life-cycle theory can guide people to manage to spend. Individuals are encouraged
to borrow during low-income times and save during cycles of high income. This implies that future studies on
savings behavior should utilize life cycle theory.

Practical Implication

In practice, the Life cycle theory should be utilized where people are encouraged to save in various forms, which
include assets such as land, animals, among others. Given the informal nature of businesses in the developing
world and the various sectors of engagement, such as animal husbandry, poultry, and crop farming. Saving is
necessary at all stages of one’s life span through more effort should be made during one’s young productive
ages. This is more vivid in developing countries where, given the forces of social influence that cause uncalled
for expenditure, the majority of active youth have to save part of their income during their productive years.
Individual accumulated savings should be encouraged since it contributes to capital accumulation that supports
a country’s economic growth
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Managerial Implication

Managers should sensitize their workers on the advantage of the saving. Where possible, managers should
deduct an agreeable percentage on their earnings on the source to be saved regularly. This accumulated saving
can be useful at retirement

Areas for Future Research

Future studies should explore the other determinants of Savings Behavior other than Social Influence discussed
in this study. An empirical study on the effect of Social Influence on Savings Behavior is recommended. Lastly,
a comparative study in various contexts on the effect of Social Influence and Savings Behavior can be
undertaken.
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