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ABSTRACT

Most youths have low rate of saving behavior, so that improving saving behavior is a primary
goal for people living in this part of the world. Improving saving behavior of individuals is given
attention to look at a variety of savings services used by people/customer in the community.
Improving this depends not only on attending of government provider but also on appropriate
execution of recommending components of saving in household of the community and institutions
or sectors. The objective of the study is to assess the saving habits of the youths (those in the age
range of 18 to 30) and associated factors that determine the saving behavior of these youths in
the general population of Yeka sub city. Both qualitative technique using an interview and
guantitative techniques using a questionnaire were used for 130 respondents and 10
interviewees. The data from questionnaire were analyzed using SPSS and presented accordingly.
The data from interview were incorporated under every topic of interest. The study found that
there is a low saving behavior of the youths in Yeka Sub-City and they have a poor awareness of
the financial services and packages. The factors determining the low saving behavior of the
youths were the low financial literacy of the youths, the less parental socialization regarding
saving the money, peer influence and less self-control practices of the respondents. The
researcher recommended that it would be better if they get financial literacy form financial
institutions and multimedia to alleviate their saving behavior. It would be much better if they
control themselves towards managing the money they have and avoid bad temper. Good

interaction between youths and their parents was recommended.

Key Words: saving behavior, peer influence, financial literacy, parental socialization, self-

control
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CHAPTER ONE

1. INTRODUCTION

1.1. Background of the Study

Rapid and long-term economic growth requires investment venture — in infrastructure, education
and technology, business expansion, and modification — and the main domestic source of funds
for capital investment is saving (Tsega and Yemane, 2014). According to Sinha (1999)
development economics recognized for several decades the importance of the mobilization of
domestic savings for economic growth in developing countries. Thus, the positive relationship
between saving/investment and economic growth has long been an established fact in economics
(Sinha, 1999).

Over the past decades, saving plays an important role in the process of economic growth and
development (Tang, 2010). Logically, saving encourages investment that triggers the
economic growth of one country (Tang, 2010). According to Tang (2010), the speed of
economic growth is determined by the ability to save because high savings rate drive up the rate
of investment and consequently stimulate economic growth. He claimed that saving lead to a
long run economic growth and increases of savings eventually affect the capital
accumulation. In developing countries, economic fluctuations and climate risk lead to important
income variations and leave the households vulnerable to severe hardship. Moreover, their social
coverage is restricted and the credit and insurance markets are not well developed (Shmidt
Habbel et.al,1996). Thus, these countries often face saving allocation problems and have

difficulties to develop productive investments (Rogg, 2006).

According to Deaton (2005), serious problem confronting poor countries including
Ethiopia is savings and investment gap. Because of this gap, these countries faced
challenges to finance investments needed for growth from domestic saving. It is also

common to see these countries to finance their investment in the short run partly through
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domestic government borrowings and/or foreign loan and grants but this can significantly
increase debt burden and cannot be a solution in the long run (Rogg, 2006).

According to Bisatet (1997), the mobilization of savings techniques should therefore first of
all correspond to the need to motivate the formation, accumulation and collection of
savings in the community. Thus the application of any technique is successful only if they can
properly motivate the savings behavior of the individual or if they can strengthen any pre-
existing, and perhaps latent propensity to save (Sinha, 1999).

What drives youths in making those fundamental decisions between consumption and saving,
additionally, if saving is a goal which is being positively pursued, how do individuals decide
how much to save. These and other issues which are of great importance and concern to policy
makers and interest groups in Ethiopia forms the basis of this study. However the study is

delimited to Yeka sub city taking three woredas.
1.2. Statement of the Problem

Understanding the nature of youth savings behavior is critical in designing policies to
promote savings and investment (Attanasio and Banks, 2001). According to Anttansio (2001)
given the differences in the economic environment of the developing and industrial
countries there should be substantial variation in the saving behavior. The close relation
between savings and growth makes the analysis of savings behavior naturally important for
policy analysis. According to Agrawel et al (2009) saving behavior shows considerable variation
across countries depending upon level of development and socio-economic structure and so
one cannot be sure whether the results of a region or country under study may be applicable to
a particular country or region of interest. Thus, cross-country regression analysis based on the
assumption of homogeneity cannot be used as definitive study for any specific country of
interest. For this reason, country and regional studies have an importance of their own (Agrawal
et al, 2009).

Most of the developing countries have low rate of saving behavior, so that improving saving

behavior is a primary goal for people living in this part of the world (mechael et al 2001).
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Improving saving behavior of individuals is given attention to look at a variety of savings
services used by people/customer in the community. Improving this depends not only on
attending of government provider but also on appropriate execution of recommending
components of saving in household of the community and institutions or sectors (Klause etal,
1992).

Saving behavior and institutions of saving area have become increasingly important for financial
security of the household. Investigation of factors associating with saving behavior assumes
critical importance; Provision of saving services varies widely across individuals in Addis Ababa
understanding these variations at the individual and in the community level in order to

successfully implement any saving related policies and programs.

As Gina etal (2012) offers brief on a glimpse into saving patterns and performance of a large
sample of in-school youth in Ghana. Findings from the baseline surveys in the Youth Save
Ghana Experiment highlight the fact that these youth are active savers. However, they tend to
save small amounts using informal methods over short periods of time, and for mostly
consumptive purposes, such as school fees. Nonetheless, youth have very favorable attitudes
about using formal financial institutions to save. Analysis of the Youth Save Ghana Experiment
at end line survey, which took place in 2014, investigated whether having structured savings
accounts change youth savings patterns and performance. Research findings may inform
products, services, and policies that may make youth saving more inclusive (Ginaetal, 2012).

And there is no any study showing saving habit of youths in Ethiopia.

Thus, this study assessed the current status of youths’ saving behavior both in household and in
financial institutions and factors that influence utilization of these services, and to find out the
possible reasons for underutilization of saving behavior using primary data & secondary data

source.

The researcher thought that there is a relationship between age, gender, marital status,
educational level family size, occupation, salary financial literacy, parental socialization, peer

influence, self-control and saving behavior. That is what to be done in this research.
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1.3. Objectives of the Study
1.3.1. General Objective of the Study

The general objective of this study is to assess the saving habits of the youths (those in the age
range of 18 to 30) and associated factors that determine the saving behavior of these youths inthe
general population of Yeka sub city.

1.3.2. Specific Objectives of the Study
More specifically the study has the following objectives;

1. To assess the saving behavior (actual saving behavior, potential saving behavior) of the
youths in Addis Ababa; in the case of Yeka sub city.

2. To assess the awareness and use of bank services and essential packages.

3. To assess factors affecting saving behavior and examine the relationship between the
variables financial literacy, parental socialization, peer influence, self-control and saving

behavior among the youths in Yeka sub city, Addis Ababa.

1.4. Basic Research Questions
The general goal of this study is to assess the saving habits and the associated factors related to
the saving behaviors of the youths in Addis Ababa, Ethiopia taking Yeka sub city. The basic

research questions here are;

1. How is the saving behavior (actual saving behavior, potential saving behavior) of the
youths in Addis Ababa; in the case of Yeka sub city?

2. What are the factors affecting the saving behavior of the youths in Addis Ababa; in the
case of Yeka sub city?

3. What is the extent of awareness and use of bank services and essential packages in Yeka
sub city?

4. Is there a relationship between the independent variables (Age, gender, marital status,
educational level, family size, occupation, salary, financial literacy, parental
socialization, peer influence, self-control) and the dependent variable (saving behavior
among the youths in Yeka sub city, Addis Ababa)?
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1.5. Hypothesis

For the purpose of testing the relation between the dependent variable (Saving Behavior of
Youths in Yeka Sub-City) and the independent variables which tend to be the factors of saving

behavior.

HOL1; There is a relationship between demographic variables and saving behavior
HO02; There is a relationship between awareness of saving and saving behavior.
HO3; There is a relationship between financial literacy and saving behavior.
HO04; There is a relationship between parental socialization and saving behavior.
HO5; There is a relationship between peer influence and saving behavior.

HO6; There is a relationship between self-control and saving behavior.
1.6. Significance of the Study

This research was conducted to assess the saving behavior of the youths and to identify the
factors affecting the saving behavior of the youths in Yeka sub city, with purpose to create
awareness on the effective utilization of financial resources and saving. On the grounds of
determination of core problems, educators and regulators are able to develop appropriate
programs and design relevant financial courses to help the youth in managing personal earnings
and avoid the debt tracks. Furthermore, retail banks can therefore develop more appropriate
marketing strategies to tap young savers. By doing this, the profitability and competitiveness
of retail banks can be improved. Additionally, as youth is the group of concern and there is
lack of researchers’ attention on the saving behavior of youths, this study can be an inspiration
for other researchers to continuously exploring on this topic. Last but not least, it also helps
parents to identify what factors affect their children’s saving behavior in their youth age to bring
them from the scratch to a good level, so that they can effectively monitor their children and
ensure them on the right track of money management and risk taking on their own when grows
to adulthood.
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1.7. Scope of the Study

This study only assesses the saving behavior of the youths in Addis Ababa; in the case of Yeka
sub city. It also assesses the awareness and use of bank services and essential packages and
assesses factors affecting saving behavior and examine the relationship between the dependent
variables financial literacy, parental socialization, peer influence, self-control and saving
behavior among the youths in Yeka sub city, Addis Ababa. In terms of methodology the study
used two data collecting instruments: questionnaire and interview. The study was designed to
assess the above questions of the research, no more no less and it was done by the two

instruments selected.

1.8. Limitation of the Study

There were different constraints to the study. The researcher was very tide up to work and was
unable to manage the research progress especially during the data collection period of the
research. The researcher had to control the data collecting process together with managing the
data obtained from the questionnaire and faced a challenge. This impacted on the research on
finding a designing different questionnaires for different groups of youths. And this couldn’t be
done and was done totally to the total population of the youths. The other limitation of the study
was faced when collecting data. Most of the youths were uneasy to be accessed. And it was
difficult to identify the youths by simply looking at them. It was like to measure the age of them
by simply looking at them. The other problem was that there was no one place to access the
youths and this made it difficult. Though the researcher managed to go to the homes of the

respondents and asked for the presence of the youths for the questionnaires.
1.9. Organization of the Paper

This study comprises five chapters. The first chapter includes the introductory part such as
background of the study, statement of the problem, objective of the study, significant of the
study, delimitation, research questions, and limitation of study. The second chapter includes
reviews literature related to the study, chapter three include research methodology and
procedures, chapter four deals with result, chapter five deals with conclusions and

recommendations and at the end references and appendices were attached.

Page 6



CHAPTER TWO

2. LITERATURE REVIEW

2.1. Introduction

This chapter explains the theory applied for the research and discover how each independent
variable affects the dependent variable by reviewing past literatures related to the topic. This
chapter also includes a proposed conceptual framework developed for the research and
hypotheses to be tested.

2.2. Definition of Saving

The word “saving” according to Warneryd (1999) contained broad-based meaning and numerous
explanations. In economic contexts, saving is defined as the residual income after deducting
current consumption over a certain period of time. Conversely, saving in psychological context
is referred to the process of not spending money for current period in order to be used in
future. In other word, saving behavior is the combination of perceptions of future needs, a
saving decision and a saving action. On the other hand, people are likely to define saving as
investing, putting money in a bank account, speculating and paying off mortgages (Warneryd,
1999).

In developing countries, saving is difficult to capture as it can be raised on an informal basis and
as a result, it cannot be completely assessed by the national accounts. On the other hand, in
OECD countries saving is largely made up of property investments, monetary and financial
investments  (Schmidt-Hebbel et al, 1999). In developing countries, as households hoard
money, savings are perfectly liquid so they can be used to face any urgent need or investment
opportunity. This becomes all the more important since households’ confidence in the
banking system is low. Moreover, non-financial saving is important in developing
countries(Goldstein and Barrow, 1999). It can take various forms as precious or semi-
precious materials (jewels, carpets, etc...). In Ethiopia, precious or semi-precious materials

are accumulated on a regular basis and are exchanged against liquidities in order to meet
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lifecycle (education, marriage, immigrations, etc.) or urgent spending. The non-financial
household saving also consists on housing properties and other forms of ownership (land,
livestock, machines, etc.) (Robinson, 2004). Robinson (2004) adds building materials, cereals
and harvest to these main forms of savings. More generally, this kind of saving accounts for a
large part of households’ saving. According to Goldstein and Barrow (1999) one of the
essential characteristics of non-financial savings is to be able to be easily used in case of social
need or economic opportunity. For cereals stocks or livestock purchases, can add high
motivation of economic profitability meaning livestock accumulation is a source of profit in such
a way that livestock can be easily sold; some of them produce other consumable and tradable
goods (eggs, milk, wood) or others can be used as agricultural inputs in which this form of
savings present some drawbacks: cattle breading requires resources like water, animal food,

pasture, work-time and can be lost in the case of illness or natural disasters.
2.3. Benefits of Saving

Saving has a multidimensional benefit both for the saver himself, and for the nation at large.
Individuals get benefited from saving in case of emergency funds, retirement benefits, payment
for house, buying new car, entitlements of sinking funds, and education. Chenery & Srinivasan
(1998) also states that savings not only allow for growth in income and increases in
consumption, but also for the smoothing of consumption in the presence of various uncertainties.
Saving behavior can only be understood fully after the sources of uncertainty facing decision-

makers and their opportunities for responding to them are specified.

As Gedela (2012) put, since the classical times, saving has been considered as one of the
determinants of growth. He also suggested that, to achieve higher rate of growth with relative
price stability, the marginal propensity to save should be raised by appropriate incentives and

policies.

In general, DeFina (1984) summarized that saving is crucial to a growing economy because it
makes resources available for the production of physical capital, for the research and

development needed to fuel economic growth, and enhance our standard of living. Coupling this
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important role of saving with the anxiety of policymakers, it is not surprising that legislators
have backed tax reforms aimed at eliminating perceived anti-saving biases in the code

2.4. Saving Habit

Darnton et.al, (2011) defined Habit as a factor in behavior and/or a practice. And the authors
added that, worked out on the ground, “practices” and “behaviors” are hard to distinguish. Neal,
Wood, Labrecque, Lally (2011) put their meaning of habits as psychological dispositions to
repeating past behavior. They also noted that most researchers agree that habits often originate in
goal pursuit, given that people are likely to repeat actions that are rewarding or yield desired
outcomes. In addition, habit strengths a continuum, with habits of weak and moderate strength

performed with lower frequency and/or in more variable contexts than strong habits.
2.4.1. What is Saving Habit?

Based on the definition of saving as a behavior or a practice different author’s use the term
saving behavior, saving propensity, saving practice, saving likelihood and saving habit
interchangeably. For instance, Fisher (2006) used the term saving likelihood to indicate savers
the intensity where people are willing to save some portion of income; Mahdzan (2010) used the
term propensity to save to refer the intensity of setting aside a portion of income as saving, or an
inclination to save; Fisher J. &Anong, (2012) and Fisher J (2010) use saving habit to express the

regularity of saving over periods.

Demography and saving habit; the saving can be most often determined by the demographic
features like the sex ratio, the age distribution, and the rate of dependent population. Saving is
highly determined by whether the female’s contribution towards saving is more or the male is
contributing to its highest level and again if the problem of the age distribution in the family
contributing to the saving is optimum then the saving rate is determined in a different
perspective. Aggregate savings is exaggerated by the age distribution of the population if the
carve up of dependent population is high than the income earning groups, the savings ratio will
be low (Nayak, 2013).
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Furnham (1985) investigated, among others, the relationship between demographic (age, sex,
education, vote and income) and attitudes toward saving money. He found that age was strongly
and linearly related to the respondent’s attitudes to saving. He also suggested that education

discriminated between the various saving attitudes (Bikerland, 2013).
2.4.2. Types of Savings

The types of saving are mainly based on the income available to the household, firm and
corporate bodies. The saving type can be classified on the basis of the sectors accounting for the
saving distribution. It can be broadly classified under three headings namely, (a) household
sector saving, (b) private sector saving and (c) public sector saving. The categories of savings are
discussed below: (Nayak, 2013).

Household Sector saving; the savings done or accrued by the individual members in a
household consists of household sector saving. The household saving contributes to a larger
share in the Indian economy which comprises of the individuals saving behavior at a larger scale
including the financial as well as the financial assets. The individuals at the household level

make a share to the national income computation of a country (Nayak, 2013).

Private Corporate Sector saving; the savings made in the privately owned corporations are
called as the private sector corporations’ savings. The private corporate sector comprises of (i)
non-governmental and non-financial companies, (ii) commercial banks and insurance companies
working in private sector, (iii) co-operative banks, credit societies and non-credit societies, and

(iv) non-banking financial companies in the private sector (Nayak, 2013).

Public Sector saving; the public sector’s savings are constituted into (i) government savings,
and (ii) savings generated by the public sector undertaking in the form of internal resources. One
process of estimating public sector saving is to scrutinize the relationship between public savings
and the consolidated returns shortage of government which is an alternative measure of

government savings (Nayak, 2013).
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2.4.3. Nature of Saving

Savings can be known as the cash or physical products set aside for future use. People in urban
and other low-income communities can save when they are guided and encouraged by the
Government and financial institutions. For the people in the urban regions, savings are made
through traditional credit rotation groups, or purchase of domestic animals (goats, pigs, chickens
or cows). Gradually, the traditional way of saving in rural region has been abolished; the people
shifted their saving pattern to save in form of physical assets, like gold, land and durable goods
and financial assets like shares, stocks, and bonds (Nayak, 2013). According to Nayak (2013),
the Micro Finance Institutions (MFIs) and micro-enterprises are playing a major role in recent
years in urban region by encouraging the people to save more. MFIs need to inject capital or
funds which may be the owners of money or loan. When a loan is used, it is someone else who
has done the saving. Micro enterprises, like other businesses, convert savings (of the owners and
of others) into investment, in the creation of wealth. Variations in the saving pattern is mostly
found in different societies, as there exists, a difference in environmental, social, economic and

cultural contexts.

Human wants get transformed as the society grows and in turn cause substantial changes in the
outlook of the people towards saving. In low-income communities, the ability to save is low and
often is in cash or kind. Saving in cash is cheap and convenient. Variations in saving is visible in
different communities as there exists difference in income levels, consumption pattern,
awareness of the saving benefits, family size, investment opportunities, etc. Human attitude
towards saving has been changed through decades as in the remarkable growth in the society
(Nayak, 2013).

2.4.4. Forms of Savings

An individual or a family's choice as to where to save in order to determine most extreme
fulfillment also, and guarantee the security of their funds, is an exceptionally fundamental
individual and family choice. It has been contended by Railly (1992) that individuals save when
their salaries surpass their present utilization longings, and that the abundance investment funds

should be possible in a few ways. Railly (1992) contended that, to save cash, families can choose
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to put the cash under their bed or cover it in the terrace until some future time when utilizations
surpass their present wage. By and large, there are two principle outlets where families can store
any reserve funds that they mean to do (Railly 1992).

Formal Savings; formal savings occur when individuals or families keep their money with
formal financial institutions such as commercial banks or other non-bank financial institutions

such as insurance companies, credit unions or savings and loans companies (Boateng, 1994).

Informal Savings Institutions; informal savings are any savings that occur within the informal
sector of the economy. Aryeetey and Gockel (1998) observed that the informal financial sector
participates in all commercial savings and lending that take place outside the formal sector in the

developing economy.

In Ethiopia various types of informal saving (worku, 2000).these include private sector rotating
saving and credit groups such as iddir and iqqub that are initiated and organized by the people
themselves, under the premise of financial relations based on reciprocity. Iddir and iqqub are the
most important informal organization, based on the pre-established social ties.

Saving Account; saving accounts are accounts maintained by retail financial institutions that pay
interest but cannot be used directly as money in the narrow sense of a medium of exchange (for
example, by writing a cheque). These accounts let customers set aside a portion of their liquid

assets while earning a monetary return (Robert and Josephine, 2006).
Benefit of youth saving account

In Ethiopia Youth savings habit are not widespread but in 2014 CBE launch youth saving

account and the bank special privilege to the holders. Some of the privilege are as follows.
» Holders will get high interest rate and discount money transfer (5.5%).

» The account holders are allowed to get a discount when they ask their account balance

information.

Page 12



» The account holders in saving account of youth savings are also additional privilege of
being able to use mobile and internet banking for free(Robert and Josephine, 2006)

2.5. Savings Behavior and Access to Financial Services

Literature son household savings are based on two major hypotheses. One is according to the
work of Keynes which defines savings as a linear function of income, the first major
breakthrough in  savings literature is the permanent income hypothesis of
Friedman(Muladogru and Taskin, 1996). This hypothesis differentiates permanent and
transitory components of income as determinants of savings. Permanent income is defined
in terms of the long-term income expectation over a planning period and a steady rate of
consumption maintained over lifetime given the present level of wealth. The second major
contribution to savings literature comes from Ando and Modigliani’s life cycle hypothesis,
whose basic assumption is that individuals spread their lifetime consumption evenly over
their lives by accumulating savings during earning years and maintaining consumption

levels during retirement (Muladogru and Taskin, 1996).

As of Lamberte and Bautista (1990) household saving is usually the largest component of
domestic saving in developing countries, especially the lower income, predominantly
agricultural based Least Developed Countries. This contrasts with the much greater importance
of corporate saving in developed countries. The ability, willingness, and opportunity of youths
to save over time can therefore significantly influence the rate and sustainability of
capital accumulation and economic growth in developing countries (Lamberte and Bautista,
1990). Understanding the nature of youths savings behavior is therefore critical in
designing policies to promote savings and investment among the youths to engage in different
entrepreneurship practices that helps to create job opportunity giving diminishing employment

vacancy in the government offices.

Fernando (2007) in his excellent paper titled “Low Income Households’ Access to
Financial Services” observes that in developed economies, formal financial sectors serve a
majority. For example, 99% of the population of Denmark, 96% of the population of

Germany, 91% of the population of the United States of America, and 96% of the
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population of France has a bank account. The opposite is true, unfortunately, for
developing countries as the World Bank (2009) reports for example that in Chad, one of the
world’ s poorest countries, there are barely nine bank accounts per thousand adults.
According to the World Savings Banks Institute (2004), only 20% of the population in

most developing economies has access to formal financial services.

On the Contrary, Burrit (2006) observes that millions of poor, helpless, rich, and unbanked
households want financial services. They seek a diverse range of services including loans,
savings, insurance, remittances for funds transfer, and payment services. Households use
financial services to build incomes, mitigate risk, and protect against vulnerability often
exacerbated by economic crises, illness, and natural disasters. Fernando (2007) adds to say that
lacking access to the kind of products and convenient services they require from formal
sources, many households keep their cash at home, with informal savings clubs or in the
form of various nonfinancial assets such as livestock. He further observed that households also
rely on self -savings or informal sources to finance investments and smooth consumption. It is

worthy to note that the financial sector can contribute to income growth.

Accordng to Claessens and Feijen (2006) high performing financial sector has the following
functions: it mobilizes savings and ensures that savings are allocated to users of capital who put
it to its most productive activities; it enables risk sharing among investors; and it provides
an efficient payments system to facilitate financial transactions. Thus, a sound financial system
makes transactions quicker, cheaper, and safer, because it avoids cash or barter payments.
In addition, greater access to financial services enables poor people to plan for the future and
invest in land and shelter, and utilize productivity enhancing assets, such as fertilizer, better
seeds, machinery and other equipment. In accumulating financial assets and availing
themselves of insurance to smooth their income, households and small firms can greatly reduce
their vulnerability to unfortunate events such as economic instability, drought, disease, or
death (Claessens and Feijen, 2006).
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Burrit  (2006) on the other hand stated that an efficient, functioning financial sector
contributes to a country’s development measured by overall economic growth, income
growth per capita, and decreasing income inequality. Countries with more developed
financial markets that offer a range of financial services, efficient prices, and effective
risk transfer mechanisms and greater financial depth (measured by the ratio of liquid
liabilities to GDP) have grown faster than countries with less developed financial markets.

Fernando (2007) therefore argues that given that inclusive development is a widely
accepted development objective, the lack of access to finance for a majority of the
population must be considered a fundamental flaw in the formal financial systems because it
reinforces the vicious circle of both income and non-income poverty. Thus access to finance,
though not a magic bullet by any measure, could play a potentially significant role in
efforts to reduce poverty as the rich, poor households can benefit from credit, savings, payment

and insurance services, and money transfer facilities.

Although measuring demand for financial services is an imprecise exercise (Burrit, 2006)
and reliable and up to date data on different dimensions of access are scanty (Fernando,
2007), the FinScope (2008) revealed that, more than half of the adult population of developing
countries (55%) manage their lives without using any kind of financial product (formal or
informal) and of those that are financially included (45%), an equal number are using banks
(42%) are using informal mechanisms (42%),19% of individuals are banked, 7% use a
financial product from a formal financial institution other than a bank (predominantly
microfinance institutions) and 19% make use of the informal financial products and/or
systems available to them. Amongst the adult population there is a slight bias towards men,
21% of men are formally banked versus only 17% of women. In total, 25% of the adult
population is using the informal sector; of those people 6% are also using products from
the formal sector. Included in the informal sector are those people who are borrowing
from employers, people who are getting credit at shops, farmers who are receiving inputs
from processors or input suppliers as credit and members of community-based

organizations such as the church, and farmers’ organizations.
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However, according to the World Bank (2009), the poorest people in many countries, of
which Ethiopia is one, do not use the banking system because they do not have enough money
to make it worthwhile and banks may not find it worthwhile to provide them. Ethiopians
seek safe savings facilities, payment services, and access to credit and insurance to build
assets, increase income, reduce vulnerability, and maintain consumption for food and other

services during lean periods.

There are different reasons for being unbanked, the World Bank (2009) observes that having no
formal jobs means no stable income and therefore little reason to use a bank. The surest
way to increase popular use of formal banking services is thus to raise incomes, an assertion
which Loayza et al (2000) tend to agree with by reporting that several multivariate cross-country
studies of saving find that the level of real per capita income positively affects saving rates. But
some small, practical steps can bring the benefits of banking to more people. Making it
easier to open an account is a good example. In many countries however, opening an
individual bank account is neither simple nor cheap (Burrit, 2006). More stringent know-
your- customer requirements that have taken effect in recent years have contributed to this
situation, suggesting trade -offs between the need for regulatory precautions and

desirability of expanding popular access to banking services.

On-going maintenance fees also reduce the number of bank accounts. Banks levy many other
charges, such as fees for a check book or an ATM card. Countries where banks follow
this practice, Ethiopia inclusive, tend to have lower rates of bank access, even after
controlling for in come. Potential bank clients who may shrug off modest account-opening
fees are likely to dislike paying a variety of fragmented charges for other items, as this
may make banking appear more complicated (World Bank, 2009). For money transfers
therefore, according to Fernando (2007), they use informal mechanisms. In general, the
effective prices that the poor and low income households pay in informal markets for these
services tend to be high and many people who save cash in informal markets suffer significant
losses. Those who borrow from informal commercial credit markets often have to pay very
high interest rates and are unable to get medium- to long-term loans and in addition,

informal markets are inefficient in financial intermediation.
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Fernando (2007) hence concludes to say while many admit the drawbacks of informal
sources of financial services, their extensive nature and persistent role in meeting the
demand for financial services among low-income households confirm beyond any doubt
the importance of financial services inthe lives of these households. Also, the widespread
existence of informal markets confirms the fact that there are important supply-side
constraints in the formal financial system on the access to financial services for those at the low

end of the market.
2.6. Factors Affecting Saving Behavior of Youths

2.6.1. Financial Literacy

Financial literacy is defined as sufficient knowledge of personal finance facts and terms for
successful personal financial management (Garman &Forgue, 1997). Meanwhile, Anthes (2004)
defines financial literacy as the ability to read, analyses, manage and communicate about the
personal financial conditions that affect the material well-being. Delafrooz and Laily (2011)
have conducted a study in Malaysia to examine the degree to which financial literacy
influenced the saving behavior. This research had been conducted via quantitative methodology
by distributing self-administered questionnaires to 2246 employees in the public and private
sectors. The finding shows that saving behavior is significantly influenced by the financial
literacy whereby individuals with low level of financial literacy are not intended to save

and eventually encounter financial problems in future.

The study of Hilgert, Hogarth and Beverly (2003) is found to be consistent with the above study.
The researchers explore the connection between knowledge and behavior of US Household
by using the secondary data adopted from the University of Michigan’s monthly Surveys of
Consumers conducted in 2001. This survey was carried out by interviewing 1004 households
within the state via telephone. The researchers found that the correlation between financial
knowledge and saving behavior was significant. Result shows that households obtain higher

financial scores (answered the quiz correctly) tend to have higher scores on saving index
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(achieved more saving practices). Thus, the researchers concluded that increase in financial
knowledge can lead to better saving behavior.

In addition, the research of Sabri and MacDonald (2010) also demonstrates that financial
literacy had a positive and significant effect on college students’ savings behavior. They
had included 3850 students from 11 universities located in Malaysia and questionnaires were
distributed to 350 students randomly selected from each of the targeted universities. The
result of this research suggests that participants who have greater knowledge on personal

finance tend to engage in effective saving behavior.
2.6.2. Parental Socialization

Webley and Nyhus (2005) have investigated the concept in respect of parents’ behavior in
influencing the economic behavior of their children. The results show that parental behavior and
parental orientation have a weak but clear impact on the economic behavior of their
children and in adulthood. The research was conducted in Netherlands with 690 Dutch

participants who are 191 husbands, 191 wives, and 308 children aged from 16 to 21.

According to Otto (2009), there is empirical evidence that parents can promote the
development of skills to their children that are important for saving. The purpose of the research
is to investigate the role of parents in developing their children’s saving ability and competence
in adolescence. A total number of 446 students aged 13 to 14 from Devon, England were
included in this research. A questionnaire on money management was given to the students
during their normal school lesson in which the results showed that they saved because of their

parents.

A research was carried out by Furnham (1999) to investigate the saving and spending
habits of young people. A total amount of 158 males and 122 females British children and
adolescent from South East of England participated in the research. The participants were
requested to answer a set of questionnaire and the results showed that most of the children and

adolescents’ saving behavior was caused by parental requests and requirements.
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2.6.3. Peer Influence

A study was done by Erskine, (2005) to examine further predictors for the saving behaviorof
young people. The study was conducted in Toronto, Canada and a total number of 1806
young Canadians aged 12 to 24 participated in this research. According to the economic
theory of time preference and psychological theories about adolescent crowds, they predicted
that the groups would be more patient and more likely to save money if they are placed
high on the adult or academic-oriented dimension while the groups that are placed high on the
peer-oriented dimension were expected to be less patient and less likely to save money. Thus, the

result indicates that peer influence has an impact on individuals’ saving behavior.

In the study of Duflo and Saez (2001), the researchers found that peer effects play an
important role in retirement savings decisions. The survey was conducted in United Stated by
using individual data from employees of a large university with 12,172 employees which
divided into 358 departments. The purpose of the study was to examine the relationship
between role of information and social interaction in retirement plan decision. These
findings suggested that members of the same group share a common environment, which may
influence their behavior. The reason is people with similar preferences tend to belong to the same
group. Both of these factors generate a correlation between group behavior and individual
behavior which consequently affect their saving behavior. Besides, Milkman (2010) have
conducted a field experiment involving 15000 employees from 500 manufacturing firms in USA
about retirement saving behavior. The population is divided into two major groups which
are employees who contributed to company retirement saving plan and employees who had no
contribution to the plan. They found that there is a weak correlation between peer influence
and retirement saving behavior as the peer influence only encourages a small amount of co-

workers to participate in the retirement saving plan.
2.6.4. Self-Control

Self-control is the ability to identify and regulate one's emotions and desires. It is
characterized by the exertion of will, self-discipline, and ability to delay gratification

(Baumeister, 2002). Esenvalde (2010) has provided empirical evidence that self-control was
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positively associated with saving behavior. The author claimed that self-control is a very
solidly and uniformly factor used to explain saving behavior. In this research, snowball
sampling method has been adopted and survey questionnaires were mailed to target respondents.
Primary data were collected from 272 employees with regular incomes in the United States.

Finally the study showed that self-control is positively associated with saving behavior.

In the study of Otto (2009) which is aimed to investigate the measures that enhance our
understanding and predict saving during adolescence. Yet, the paper also studied on whether the
adolescent likes spending a lot or finds it difficult to resist temptation. The research was
conducted by requesting 290 students from two colleges which are Exmouth Community
College and Clyst Vale Community College in United Kingdom to complete a four page
anonymous questionnaire that consists of five parts. From the research, it was found that
conscientiousness was associated with positive saving attitudes (Nyhus, 2002) and financial
self-control (Warneryd, 1996). In addition, it was found that psychological variables
relevant to adult saving yet highlights that self-control and ability to delay gratification are

important skills for saving when young.
2.7. Theoretical Framework

According to Ajzen (1991), people perform certain behavior because they form an intention to
do so. The three concepts that determine the intention are attitude towards the behavior,
subjective norm and perceived behavioral control. First, attitude towards the behavior refers to
the degree to which a person forms a positive or negative evaluation towards the behavior.
Meanwhile, subjective norm refers to the perceived social pressure to perform or not to
perform the behavior. The social pressure is derived from salient referents such as parents,
spouse, peers and colleagues. The third determinant of intention is perceived behavioral control
which refers to people’s perception of their ability to perform a given behavior. It implies a
person’s intention to carry out certain actions is predicted by the perceived ease or difficulty
of performing the behavior and it is assumed to reflect past experience as well as anticipated
impediment. This is illustrated in the study of Furnham (1999) whereby least well-educated

people are not likely to practice saving as they believe saving will not bring wealth to them. As a
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general rule, favorable attitude and subjective norm and greater perceived behavioral control can
lead to a stronger intention to perform specific behavior.

In this study, attitude towards behavior and perceived behavioral control are used to
explain how financial literacy predicts youths’ saving behavior. Typically, youths with
greater financial knowledge will perceive the beneficial of saving and problems encounter if
savings account is not maintained. Hence this behavioral belief will drive the youths to form
a positive attitude towards saving behavior. Meanwhile, youths are intended to save if they
possess better cognitive ability pertaining to financial management as they believe they can save
appropriately. Furthermore, perceived behavioral control can be used to explain self-control as
youths with high level of self-control will perceive the ease of saving because they have
the ability to regulate their desires, self-disciplined and delay gratification. Meanwhile,
subjective norm is applied in explaining how parents and peer affecting the youths’ saving
behavior. Social pressures are normally created by parental control and peer influence, therefore
their behaviors is deemed to significantly affect youths’ intention to save. In conclusion, all
the determinants (financial literacy, parental socialization, peer influence and self-control)

can be well explained by the concepts in predicting youths’ saving behavior.

Various economic literatures identify a large number of motives for household savings, Most of
them derived from two consumption theories: the permanent income hypothesis and the life
cycle hypothesis. Schmidt-Hebbel et al (1996) discuss the saving determinants in each
specific theory (which are opposed as far as the sign of some determinants is considered)
and how they are related to empirical findings. Among these motives, the most often recurred
are the precautionary behavior, life-cycle considerations, investment opportunities, the
preference for smooth consumption, the need to accumulate resources for large purchases and the

bequest reason.

The permanent income hypothesis predicts that an unanticipated increase in the future
income relative to the current income reduces current savings in contrast to the Keynesian point
of view. Most of the empirical studies (Hall, 1998) found that consumption exhibits “excess

sensitivity” to a change in income.
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From the macroeconomic perspective, many empirical studies, both in developed and
developing countries, investigate the determinants of private saving rates in order to
explain the diversity in saving rates in the world. Losayza et al. (2000) reviewed drivers of
private saving and classified into demographic and economic variables. The demographic
variables include old or young age and urbanization. Whereas the economic variables include
income (temporary/permanent), uncertainty (political instability), rates of return (interest rate,
inflation...), domestic and foreign borrowing constraints, fiscal policy and pension system.
Various model specifications related to data samples and econometric strategies are also
suggested. However, these literatures provide ambiguous results. Numerous saving determinants
are not significant and/or the estimated sign is not consistent with the theory. A case in point here
is the sign of the income level. Moreover, a large body of empirical macroeconomic work
ignores consumer heterogeneity by assuming a representative household agent. These
macroeconomic studies cannot deal with “real-world” features that reflect the diversity of saving
behavior. On the other hand, micro-econometric analysis allows estimating the importance of
economic variables and the role of households’ features in the saving behavior. This study tries

to keep track with this empirical research field.
2.8. Determinants of Saving In the Empirical Literature

Econometric research on the determinants of household saving based on micro data drawn
from the less developed countries has lagged far behind the pace set in advanced nations. It
would appear that there has been limited hypothesis testing in the least developed
countries beyond macro formulations of the consumption function. Furthermore, very little of the
development literature attempts to isolate the impact of structural change on aggregate
personal saving, since few studies provide meaningful disaggregation (Kelley and
Williamson, 2009). This state of affairs seems paradoxical, given the currency of W. A. Lewis's
remark that the central problem in development theory is to explain an increase in domestic

saving from 4 or 5 percent of national income to 12 or 15 percent.

Besides, few studies assess the determinants of saving atthe individual level generally due to the

lack of data. Using recent econometric techniques, Carpenter and Jensen (2002) and
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Kulikov, et al. (2007) identify how youth characteristics affect saving behavior, in Pakistan
and Estonia respectively. Carpenter and Jensen (2002) focus on the role of institutions which
collect saving and stress on the role of formal (banks) and informal institutions (savings
committees). Carpenter and Jensen (2002) found that “increased income leads to a greater desire
to participate in some form of savings institutions but as income increases more individuals shift
to the formal sector”. Carpenter and Jensen (2002) also found evidence that the urban rural
differences in bank use is negligible which suggests that formal finance is not primarily
restricted to urban households in Pakistan. As opposed to Carpenter and Jensen (2002) who
focus on the savings supply side, where as Kulikov et al. (2007) analyze the saving
determinants on the demand side. Making a distinction between regular and temporary
household income allows the authors to put forward the role of income variability and the
different forms of household assets (financial and non-financial) in a transition economy
(Estonia). Their analysis is based on data from household budget surveys. As in many empirical
studies, they found that the saving rates depend more on the transitory income than regular
income. Among the other variables, the labor market status or the non-financial assets
ownership (real estate for instance) and credit access have not significant effect on the
household saving behavior; the durable goods possession (in particular cars) has a negative
impact on the saving rate.

Among the few researches done in developing countries; Klause et al. (1992) studied
households saving in developing countries and found that income and wealth variables affect
saving strongly. Touhami and Colleagues (2009) also investigate the micro-econometric
determinants of households saving in Morocco. They concluded as income significantly explains
the cross-sectional variation of the saving behavior of households in Morocco. Similarly, Girma
et al. (2013) identified determinants of rural household savings in East Hararghe Zone, Oromia
Regional State Ethiopia. Nine determinant explanatory variables of rural household savings
were identified which include: household head education level, livestock holdings, access to
credit service, income, investment, training participation, contact with extension, forms of

savings and saving motives.
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The empirical literature review revealed that there are different factors that affect
household savings. Most of these empirical studies focus on aggregate national savings using
macro data. Besides, there is no study conducted on microeconomic level on the determinants of
household saving in northwestern Ethiopia and limited studies are found in the country.
Therefore, this paper attempted objectively to identify major micro level determinants of savings
at household level focusing on the effects of the socio-economic characteristics of the
households on saving behaviors and their view on income, expenditure and credit
institutions. The study is also intended to contribute to the existing research gap through a better

exploration of its determinants.
2.9. Conceptual Framework

The following framework is adapted from the framework developed by Lim et al. (2011)
and serve as the foundation of this study. The framework is formulated to explain the
relationship of the independent variables (financial literacy, parental socialization, peer

influence and self-control) and dependent variable (saving behavior).

Figure 1 Conceptual Framework

Family Size ] [ Parental Socialization ]

[ Financial Literacy ] [

Occupation ]

Age ]
Saving

Behavior <\_[ Educational Level ]
Gender

X

Self-Control ]
[ Peer Influence ] [ Salary ]

There are also other factors which influence the saving behavior of a person. Age, Gender,
Marital status, Number of a family that a person is economically responsible, educational level of

the person, salary per month and attitude about money.
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CHAPTER THREE

3. METHODOLOGY

This chapter aims to highlight the design and methodology used to obtain required data. It
explains thoroughly about the research design, data collection methods, sampling design,

research instrument, and methods of data analysis.
3.1. The Study Area

Addis Ababa, the capital of Ethiopia was found in 1886. It is the largest town in the country,
located almost at geographical center of the national territory. It covers an area size of 51948.85
hectare. Addis Ababa has a history of more than 125 years. Based on the 2007 Census
conducted by the Ethiopian National Population Authority, the population of Addis Ababa is
3,384,569 million, 662,728 households were counted living in 628,984 housing units, which
results in an average of 5.3 persons to a household. The city is currently divided in to ten sub city
administrations namely, Arada, Addis ketema, Lideta, Kirkos, Yeka, Bole, Akakikaliti, Nifas silk

lafto, Kolfe Keranyo and Gulele sub cities.

Yeka sub city the study area of this research is situated in the North part of Addis Ababa,
bounded from south by Bole sub city, from west by Lideta sub city and from North and East by
Oromia region. At present the sub city is divided in to 13 woredas, 394 seferes and 1344 blocks.
According to the 2007 census, the total population within this sub city is 346,664 which are
12.65% of the entire population of the city. From the total population 161,592 are male while
185,072 are female (Yeka Atlas, 2014).
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Figure 2 Addis Ababa City Map of Sub-Cities

Legend Yeka Subcity
(—

3.2. Research Design

This is an explanatory study on the determinants of saving behavior among youths in
Ethiopia. Both quantitative and qualitative methods were employed by the researchers the
empirical assessments consist of numerical measurement and analysis and interview consists a
theoretical one. In the perspective of time horizon, the research can be classified as cross-
sectional study where data were collected from standard households representing Yeka sub city.
The survey was conducted having followed a deductive approach by conducting the research
based on existing theories and researches to test the relationship between youths saving
behavior and the four factors (financial literacy, parental socialization, peer influence and

self-control).
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3.3. Methods of Data Collection

3.3.1. Quantitative Method

The structured questionnaires were distributed and collected by 5 data collectors. Prior to data
collection two day training were given for data collectors on how to collect the data and other
related procedures, and during the data collection continuous follow up and supervision was

made by principal investigator throughout the data collection.
3.3.2. Qualitative Method

To conduct the Qualitative method in-depth interview method were employed. Major data
collection for constrict the blueprint of saving habits of the study population were conducted
with exemplary youths in the study woredas using face to face interview method. And those who

have never saved were interviewed to get what factors cause them not to save.
3.4. Methods of Data Collection

The choice of data collection methods depends on the research problem under study, the research
design and the information gathered about the variable. Broadly, the data collection methods can

be classified into two categories:
3.4.1. Primary Data Collection Methods

The primary data are the first-hand data, collected by the researcher for the first time and is
original in nature. The researcher collects the fresh data when the research problem is unique,

and no related research work is done by any other person.

Two primary data collection techniques were employed among all the others. These are the
questionnaire and the interview. Questionnaire is a list of a research or survey questions asked to
respondents, and designed to extract specific information. It serves four basic purposes: to (1)
collect the appropriate data, (2) make data comparable and amenable to analysis, (3) minimize
bias in formulating and asking question, and (4) to make questions engaging and varied. It is
detailed about them in section 3.5.
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3.4.2. Secondary Data Collection Methods

When the data is collected by someone else for his research work and has already passed through
the statistical analysis is called the secondary data. Thus, the secondary data is the second-hand
data which is readily available from the other sources. One of the advantages of using the
secondary data is that it is less expensive and at the same time easily available, but however the
authenticity of the findings can be questioned. The secondary data according to this research are
the journals, books, the figures taken from already done researches are considered as secondary
data. To this end the researcher used these secondary information sources to use them for
literature review, statement of the problem and background of the study. Documents related to
the study have been analyzed to help on this research.

3.5. Instruments of Data Collection

3.5.1. Questionnaire:

Questionnaire is the most evident method of data collection, which is comprised of a set of
questions related to the research problem. This method is very convenient in case the data are to
be collected from the diverse population. It mainly includes the printed set of questions, either
open-ended or closed-ended, which the respondents are required to answer on the basis of their
knowledge and experience with the issue concerned. It is to be noted that these primary data
collection methods can be used to collect both the qualitative and quantitative data and this

method of data collection (that is using questionnaire) is quantitative data collection technique.

The questionnaire that is going to be asked has contained five parts. Each part contains questions
related to the part as classified according to the objective of this research. The first part of the
questionnaire is about the demography of the respondents and it contains three questions. The
second part is about the socioeconomic status of the respondents and it contains six questions.

This makes 9 questions of the questionnaire are about the personal details of the respondents.
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The third part of the questionnaire is about the saving behavior of the respondents. This part
contains about 14 questions that have relations to the saving behavior of the respondents. The
fourth part is about the awareness and use of bank services and essential packages. This part of
the questionnaire contains three questions measuring the awareness and use of bank services and
essential packages.

The last and the fifth part of the questionnaire is about the factors affecting saving habit of the
respondents. It consists of especially the four major factors that affect the saving behavior of the
respondents and it contains 25 questions.

The questionnaire was given the youths in the selected three woredas randomly. The time at
which the data collectors provide the questionnaire were at the evenings during which the
researcher is out of work and the respondents are out of work or education too. The respondents
were asked to fill through one night and are expected to return the next evening before the data

collectors go to the next respondents.
3.5.2. Interview

Interview was used as an aid for the data collected through questionnaire. 10 youths were
selected from the three woredas and the interviewees were asked the questions. First the youths
working at the youth club of the woredas coming to the entertainment club of the woredas were
selected. Then the time and the place when and where it would be comfortable for them was
selected as per their call. And the researcher himself got there on time and asked them the

interview.

3.6. Sampling Design

Sampling design is a process to select an appropriate amount of units from the
population of interest to provide accurate information about the entire population (Hair, Babin,
Money, &Samuel, 2003).
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3.6.1. Target Population

The target population is defined as the entire group of people the researcher is interested
in (Easton & McColl, 1997). The target population for this study is the youths of age 18 to 30
years old in Yeka sub city.

3.6.2. Sampling Elements

The target respondents are youths who work in different fields or areas in the selected woredas of
the selected sub city (Yeka) in Addis Ababa.

3.6.3. Sample Size Determination

Then the sample size was determined by using the following formula (Dixon C and B .Leach,

1977). n' =

- n
1+ﬁ

n

z2%p

dzq and n is the desired sample size when the population is greater than 10,000., n°

is number of sample size when population is less than 10000, Z is 95% confidence limit i.e.1.96.

Where n =

P is 0.1 (proportion of the population to be included in the sample i.e. 10%), q is 1-p or 1-0.1 i.e.

0.9, N is total number of population, d is margin error or degree of accuracy desired (0.05).

1962%01%09 86436
n= 0.052 ~ 7625

=138.3

But the data for real was taken from the 130 respondents in which six of the respondents didn’t
return the questionnaires and the other two of them were rejected by the researcher because they

were not adequately filled.
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3.6.4. Sampling Technique

The researchers adopt Systematic sampling method to obtain data. Systematic sampling involves
a random start and then proceeds with the selection of every K" term from then onwards.
(K=N/n). (Where, N = population size; n = sample size) Therefore, the questionnaires were
distributed to the sub city youths randomly to the amount equal to the sample size. Where
k=52000/400=130

Suppose the youth at serial number 10 is selected from the first 400 youth, then the researcher
shall select every 400" (K™"'=N/n) Youth until he gets the sample size of 400. The youth selected
would be:

10, 410, 810, 1210, 1610, 2010 ... 51610.

3.7. Validity and Reliability

The validity and the reliability of the data and the tests was checked by two procedures. The first
one was the inter relationship between the responses from different sources of the different types
of the instruments. The second one was the Cronbach alpha. The Cronbach Alpha for the data set

was 0.82 which was very perfect for social science studies
3.8. Data Analysis Techniques

The processed data are further analyzed using SPSS version 20. The objectives of data analysis
include measuring central of tendency and variability, testing reliability and the hypotheses

developed for the study. It is important to prevent error that may invalidate the conclusions.

Data analysis enables describing and comparing variables numerically which enhances the
statistical analysis and data interpretation (Saunders et al., 2009). Descriptive statistics such as
mean, percentages were used as tools of analysis. Bivariate correlation and regression analysis

were used to test the hypotheses developed for the research.
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3.9. Ethical Consideration

Prior to data collection appropriate ethical clearance were taken from ethical committee of
College of Business and Economics, Addis Ababa University. During data collection, each
respondent were informed about the purpose, scope and expected outcome of the project and
appropriate informed written consent was taken from the respondents. Anyone who is not
willing to participate is excluded from the study and during the interview, respondents
who were interested to avoid specific question or discontinue the interview were allowed to

do so.
3.10. Operational Definition
Financial literacy; knowledge of personal finance facts and terms for successful personal

financial management

Loyalty of youths to the banks; continuing of using the banks till the time of the data collection

of this study

Parental socialization; parents’ behavior in influencing the economic behavior of their children
Peer influence; influence by a friend weather to save or not to save.

Saving Behavior; the characteristics and the reactions of the youths towards saving

Self-control; the ability to make oneself to be governed by a saving or non-saving behavior
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CHAPTER FOUR

FINDINGS AND DISCUSSION

4.1. Introduction

This chapter gives the results of the survey data obtained from questionnaires and interviews.
The variables were encoded to SPSS, the data were inserted, then was analyzed, presented, and
discussed in this chapter. The interviews were analyzed following the themes under which they

are compatible.

The percent presented are according to most of the respondents for Likert scale variables. If the
percent of agree and strongly agree is greater than the sum of the sum of the percent of disagree
and strongly disagree, then the idea raised is supported and hence is a supported idea by the
respondents of the questionnaire. That is if percent of %SD+%D is greater than %A+%SA then
the idea favors to the side of the disagreement. And if %SA+%A is greater than %D+%SD and if

the mean is greater than 3 then the idea favors to the side of the agreement
4.2. Response Rate

Response rate is a percentage of the actual samples participated in responding the study
questionnaires on for the researcher after completely filling them to the total of the samples that
The researcher used the responses of the respondents for answered questionnaire for 130 samples
and all 130 of them were returned back completely filled. The researcher found a response rate
of 130/138*100% =95%.

4.3. Demographic Profile

In this section of the result and analysis the demographic profiles of the respondents were
analyzed and presented in tables. The result which was analyzed and presented in tables was

interpreted just above the table.
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The most frequently observed category of Gender was Female (n = 80, 62%). Amongst the
surveyed most of them were female. The most frequently observed category of Marital Status
was single (n = 101, 78%). This means most of the surveyed respondents were single. The
observations for Age ranged from 18.00 to 30.00, with an average of 23.44 (SD = 3.41).

Frequencies and percentages are presented in Table 1.

Table 1 Gender and Marital Status

Variable n %
Gender Female 80 62
Male 50 38

Total 130 100

Marital Status Married 27 21
Single 101 78

Widowed 2 2

Total 130 100

Age 20 and below 26 20
2110 25 61 46.9

26 t0 30 43 33.1

Total 130 100

Source: - Survey Data, 2017

The most frequently observed category of who the respondents live with was alone (n = 68,
52%). This means most of the surveyed youths were living alone and this may be difficult for
saving. The most frequently observed category of Highest Level of Education was diploma (n =
36, 28%) followed by degree holders which is 27%. The most frequently observed category of
Occupation was employed (n = 68, 52%). Meaning the most of the respondents of the
questionnaire were employed. The most frequently observed category of having Additional

Work was no (n = 102, 78%). This clearly means most of the respondents didn’t have additional
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work they are working. This means there would not be additional income than the wage from the
employed ones. Frequencies and percentages are presented in Table 2.

Table 2 Live with and highest education level

Variable n %
The respondents Live With Alone 68 52
Friend 5 4
husband/wife 25 19
Other 2 2
Parents 15 12
Siblings 15 12
Total 130 100
Highest Level of Education 1-8 9 7
9-12 31 24
Degree and 35 27
above
Diploma 36 28
No 3 2
TVET 25 19
Total 130 100
Occupation Employed 68 52
Unemployed 61 47
Total 130 100
having Additional Work No 102 78
Yes 28 22
Total 130 100

Source: - Survey Data, 2017
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The observations for the number of the dependent ranged from 0.00 to 5.00, with an average of
0.66 (SD = 0.98).

Table 3 the number of economic dependents

Frequency | Percent

number of your .00 76 58.5
family size under 1.00 34 26.2
your economical 2.00 11 8.5
responsibility (if 3.00 7 5.4
there is) 4.00 1 8

5.00 1 .8

Total 130 100.0

Source: - Survey Data, 2017

The observations for monthly Income from Salary ranged from 0.00 to 9000.00, with an average

of 2489.62 (SD = 1989.13). This does not mean they don’t get money by simply looking at the

smaller one. They may get it from other sources. The observations for monthly Income from
Rent ranged from 0.00 to 0.00, with an average of 0.00 (SD = 0.00). The observations for

monthly Income from Remittance ranged from 0.00 to 1000.00, with an average of 91.54 (SD =

204.71). The observations for monthly Income from Interest ranged from 0.00 to 500.00, with

an average of 3.91 (SD = 44.19). The observations for monthly Income from Other Sources
ranged from 0.00 to 12500.00, with an average of 339.23 (SD = 1241.25.

Table 4 Monthly Income

Variable M SD n| Min. Max.
monthly Income from Salary 2489.62 1989.13 | 130 | 0.00 9000.00
monthly Income from Rent 0.00 0.00| 130| 0.00 0.00
monthly Income from Remittance 91.54 204.71 | 130 0.00 1000.00
monthly Income from Interest 3.91 4419 | 128 | 0.00 500.00
monthly Income from Other Sources 339.23 1241.25 | 130 | 0.00 12500.00

Total 2901.154 2178.36 | 130 0 12500

Source: - Survey Data, 2017
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4.4. Saving Behavior of the Respondents

The most frequently observed category of do you have a habit of saving was no (n = 70, 54%).
The most frequently observed categories of Rate of Saving Habit were bad and very bad, each

with an observed frequency of 42 (32%).

Those who didn’t have a saving habit were taken to be very bad at their saving habit.

Frequencies and percentages are presented in Table 5.

Table 5 Saving Behavior

Variable n %

Have Habit of No 70 54

Saving Yes 60 46

Total 130 100

The Saving Habit | Excellent 4 3.1

of the _ Very good 9 6.9
respondents is

Good 42 32.3

Bad 42 32.3

Very bad 33 25.4

Total 130 100

Source: - Survey Data, 2017

According to most often the interviewees they don’t have a good habit of saving. Their rate of
saving was so poor. The proportion they save using different saving institutions and traditional
methods of saving was very low. But they explained that they had a potential to save but they

didn’t save. There is a large gap between what they save and what they can save.
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The observations for Percent of Your Money You Save ranged from 0.00 to 50.00, with an
average of 14.52 (SD = 16.31).

Table 6 Percent of their Income that they Save

Frequency Percent
how much | below 10 10 7.7
proportion | 11-20 10 7.7
you save above 20 47 36.2
None 63 48.5
Total 67 51.5

Source: - Survey Data, 2017

The most frequently observed category of Places that the youths prefered to Save Money was

bank (n = 81, 62%). The most frequently observed category of places you save money was bank

(n = 57, 44%). The most frequently observed category of How often do the respondents save

money was monthly (n = 52, 40%) followed by quarterly which accounts for 7%. Frequencies

and percentages are presented in Table 7 below.

Table 7 Preferences and places of saving

Variable n %
Places the youths Bank 81 62
prefer to Save Money credit union 10 8
No preference 39 30

Total 130 100

places the youths save Bank 57 44
money credit union 10 8
don’t save 63 48

Total 130 100

How often do youths Monthly 52 40
save money quarterly a year 9 7
when | get money 6 5

I don’t save 63 48

Total 130 100

Source: - Survey Data, 2017
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The most frequently observed category of the variable in agreement level saying in order to save,
they often compare prices before they make a purchase was agree (n = 58, 45%). The most
frequently observed category of In order to save, | often consider whether the real necessity
before | make a purchase was agree (n = 66, 51%). The most frequently observed categories of
in order to save, | always follow a careful monthly budget were agree and disagree, each with an
observed frequency of 50 (38%). The most frequently observed category of | always have
money available in the event of emergency was disagree (n = 72, 55%). The most frequently
observed category of In order to save, | plan to reduce my expenditure was agree (n = 54, 42%).
The most frequently observed category of | save to achieve certain goals was agree (n = 48,
37%). Frequencies and percentages are presented in Table 8 below.

Most of the interviewees used banks for saving, but they also save in IQUB to save their money.
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Table 8 saving behavior

n % valid % | Com %
In order to save, | often | strongly disagree 20 154 | 155 155
compare prices before | | disagree 37 28.5 | 28.7 44.2
make a purchase undecided 5 3.8 3.9 48.1
Agree 58 446 |45 93
strongly agree 9 6.9 7 100
Total 129 99.2 | 100
In order to save, | often | strongly disagree 22 16.9 | 16.9 16.9
consider whether the | disagree 28 215 | 215 38.5
real necessity before | | undecided 6 4.6 4.6 43.1
make a purchase. Agree 66 50.8 |50.8 93.8
strongly agree 8 6.2 6.2 100
Total 130 100 | 100
In order to save, | |strongly disagree 21 16.2 | 16.2 16.2
always follow a careful | disagree 50 385 |385 54.6
monthly budget. undecided 2 1.5 1.5 56.2
Agree 50 385 |38.5 94.6
strongly agree 7 5.4 5.4 100
Total 130 100 | 100
| always have money | strongly disagree 21 16.2 | 16.2 16.2
available in the event of | disagree 72 554 | 554 715
emergency undecided 3 2.3 2.3 73.8
Agree 26 20 20 93.8
strongly agree 8 6.2 6.2 100
Total 130 100 | 100
In order to save, | plan | strongly disagree 21 16.2 | 16.2 16.2
to reduce my | disagree 42 323 323 48.5
expenditure. undecided 5 3.8 3.8 52.3
Agree o4 415 | 415 93.8
strongly agree 8 6.2 6.2 100
Total 130 100 | 100
| save to achieve certain | strongly disagree 21 16.2 | 16.2 16.2
goals disagree 46 354 | 354 51.5
undecided 6 4.6 4.6 56.2
Agree 48 36.9 |36.9 93.1
strongly agree 9 6.9 6.9 100
Total 130 100 | 100

Source: - Survey Data, 2017




4.5. Awareness and Use of Bank Services and Essential Packages

The most frequently observed category of knowing bank services and packages was yes (n = 73,
56%). This means the respondents were asked whether they know the bank services and
packages most of them (56%) did know the services and the packages. However very significant
number of youths (n = 54, 42%) didn’t know the services and the packages provided by the
banks or saving institutions.

Figure 3 Knowledge of bank services

Know Bank Services and packages

60
40

20 m >

W y” Percent

No Yes Missing

M Percent

Source: - Survey Data, 2017

Regarding their knowledge about the advantages and the risks of bank services most of them
showed that they don’t know it. The most frequently observed category of knowledge of the risks
and advantages of the bank services and packages was no (n = 70, 54%). And this is problem is
shown in the following figure.
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Figure 3 Knowledge of the respondents about the risks and the advantages of the bank services

and packages

Know Advantages and Risks of Services and
Pacages

60
40

20

A Percent

No Yes Missing

M Percent

Source: - Survey Data, 2017

The respondents were also asked whether they use bank services and packages or not and it was
found that they don’t. And this was supported by most of the respondents (n = 78, 60%). This
means according to most of the respondents (60%) they don’t use bank services from which
some of them know the banking services and packages with their advantages and risks and this is

shown in the following figure.

The interviewees were asked whether they use bank services and packages or not and it was

found that they don’t most of the time.
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Figure 4 Use of the banking services and packages

Use Bank Services and Pacages
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Source: - Survey Data, 2017

According to the interviewees they know the bank services in partially. They don’t know all the
services and packages for saving and related services and the financial institutions. This is
amongst the reasons they don’t save money. But the types of savings they are engaged in vary

from modern to traditional means of saving.

4.5. Factors Affecting Saving Behavior

Here the factors affecting the saving behavior of the youths are presented. The three scale
agreement level was found by adding the frequency and percentages of the STRONGLY
AGREE and the AGREE to call it on to the AGREE SIDE and the STRONGLY DISAGREE
and the DISAGREE added up to be on the DISAGREE SIDE.

4.5.1. Financial Literacy

The table shown below details about the agreement level of the respondents the most frequently

observed category of | have better understanding of how to invest my money was agree (n = 60,
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46%). And hence according to most of the respondents (55%) they have better understanding of
how to invest their money. But significant number of them (n =59, 45%) don’t know how.

The most frequently observed category of the youths have a very clear idea of my financial
needs during retirement was disagree (n = 58, 45%). Most of the respondents(n= 70, 54%)
disagree on the idea that have a very clear idea of their financial needs during retirement.
The most frequently observed category of the youths have the habit of financial records for my
income and expenditure was disagree (n = 65, 50%). And hence most of the respondents (n=
77, 55%) disagreed on the idea that have the habit of financial records for their income and
expenditure .The most frequently observed category of the youths have little or no difficulty
in managing my money was agree (n = 51, 39%). Most of the respondents (48%) disagree on
the idea that they have little or no difficulty in managing my money. The most frequently
observed category of the youths have the ability to prepare my own weekly (monthly)
budget was disagree (n = 57, 44%). And most of the respondents disagree on the idea that they
have the ability to prepare my own weekly (monthly) budget and this was on the disagree
side (n =69, 53%).

Table 9 Financial Literacy

Five Scale Three Scale

SD D u |A SA |D UlA
| have better understanding of how to invest my | n | 12 47 0 60 11 59 0|71
money % | 9 36 |0 |46 |9 |45 [0 |55
| have a very clear idea of my|n |12 58 |6 (47 |7 70 6 | 54
financial needs during retirement % | 9 45 |5 [36 |5 54 5 |42
| have the habit of financial records for | n | 12 65 |0 (46 |7 77 0 |53
my income and expenditure % | 9 50 |0 35 |5 59 0 |41
| have little or no difficulty in|{n |12 49 |8 |51 |10 |62 8 | 61
managing my money % | 9 39 |5 39 |8 48 5|47
| have the ability to prepare my own |n |12 57 |4 |47 |10 |69 |4 |57
weekly (monthly) budget % |9 44 |3 [36 |8 |53 |3 |44

Source: - Survey Data, 2017
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According to the interviewees, they don’t have: better understanding of how to invest my money,
have a very clear idea of my financial needs during retirement; the habit of financial records
for my income and expenditure; ability in managing my money; the ability to prepare my

own weekly (monthly) budget. And this was consistent to the result found by questionnaire.
4.5.2. Parental Socialization

The most frequently observed category of my parents are good example for me when it
comes to money management was disagree (n = 60, 46%). And hence according to most of the
respondents (n = 71, 55%) the parents of the respondents are not good example for them
when it comes to money management The most frequently observed category of | always talk
about money management with my parents was disagree (n = 68, 52%). And hence according to
most of the respondents (n = 80, 62%) they don’t always talk about money management with
their parents The most frequently observed category of It’s a good thing to ask my parents to
keep hold of my money sometimes to help me save was disagree (n = 69, 53%). The most
frequently observed category of my parents are proud of me for saving was disagree (n = 61,
47%). And hence according to most of the respondents (n = 81, 62%), it’s a good thing to ask
their parents to keep hold of their money sometimes to help them save the money that they hold
or have. The most frequently observed category of they appreciate it when my parents give
me advice about what to do with my money was disagree (n = 61, 47%). And hence according
to most of the respondents (n = 73, 56%), they don’t appreciate when their parents give them
advice about what to do with their own money, The most frequently observed category of saving
is something | do regularly because my parents wanted me to save when | was little was
disagree (n = 53, 41%). And hence according to most of the respondents (n = 65, 50%), they do

it regularly because their parents wanted them to save when they were little.
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Table 10 parental Socialization

Five Scale Three Scale
SD|D |U |A |SA|D |U |A
My parents are good example for me | n 11 |60 |8 |40 |11 |71 |8 |51
when it comes to money management % 9 46 |6 |31 |9 5516 |39
| always talk about money management with | n 12 |68 |11 |32 |7 80 | 11 | 39
my parents % 9 52 |9 |25|5 6219 |30
It’s a good thing to ask my parents to keep | n 12 |69 |13 |29 |7 81|13 | 36
hold of my money sometimes to help me | % 9 53110 |22 |5 62 | 10 | 28
save
My parents are proud of me for saving n 14 |61 |13 32|10 |75 |13 |42
% 11 (47 |10 |25 |8 58 |10 | 32
| appreciate it when my parents give me | n 12 |61 |10 |40 |7 73 | 10 | 47
advice about what to do with my money % 9 47 |8 |31 |5 56 |8 |36
Saving is something | do regularly [ n 12 |53 |15 40 |10 |65 |15 |50
because my parents wanted me to save when | % 9 41|12 |31 |8 50 | 12 | 39
| was little

Source: - Survey Data, 2017
4.5.3. Peer Influence

The most frequently observed category of As far as | know, some of my friends regularly do save
with a saving account was agree (n = 60, 46%). And hence according to most of the respondents
(n =67, 52%), the friends of the respondents regularly do save with a saving account. The most
frequently observed category of | always discuss about money management issue (saving) with
my friends was disagree (n = 63, 48%). And hence according to most of the respondents (n = 75,
58%), they disagree that they always discuss about money management issue (saving) with their
friends. he most frequently observed category of | always compare the amount of saving and
spending with my friends was disagree (n = 66, 51%). And hence according to most of the
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respondents (n = 68, 52%), they disagree with the idea that they always compare the amount of
saving and spending with their friends The most frequently observed category of | always
involve in money spending activities with friends was agree (n = 69, 53%). And hence according
to most of the respondents (n = 78, 60%), they agree with the idea that they always involve in

money spending activities with friends.

Table 11 Peer Influence

Five Scale Three Scale

SD D |U A SA |D |UJA
As far as | know, some of my friends | N 12 |47 |4 60 |7 59 |4 |67
regularly do save with a saving account. % 9 36 |3 46 |5 45 |3 |52
| always discuss about money | N 12 |63 |2 46 |7 75 |2 |53
management issue (saving) with my | % 9 49 | 2 35 |5 58 |2 |41
friends.
| always compare the amount of saving | N 2 66 |4 46 |12 |68 |4 |58
and spending with my friends. % 2 51 |3 35 |9 52 |3 |45
| always involve in money spending | N 2 45 | 5 69 |9 47 |5 |78
activities with friends % 2 35 |4 53 |7 36 |4 |60

Source: - Survey Data, 2017
4.5.3. Self-Control

The most frequently observed category of I don’t save, because I think it’s too hard was disagree
(n = 70, 54%). And hence according to most of the respondents (n = 75, 58%), they disagree
with the idea they don’t save, because they thought it’s too hard to save. The most frequently
observed category of When | get money, | always spend it immediately (within 1 or 2 days).was
disagree (n = 65, 50%). And hence according to most of the respondents (n = 70, 54%), they
disagree with the idea that when they get money, they always spend it immediately (within 1 or 2

days). The most frequently observed category of I see it, I like it, I buy it” describes me was
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disagree (n = 64, 49%). And hence according to most of the respondents (n = 70, 54%), they

disagree with the idea that “I see it, I like it, I buy it” describes them very well.

The most frequently observed category of “Just do it” describes the way I buy things was
disagree (n = 62, 48%). And hence according to most of the respondents (n = 67, 52%), they
disagree with the idea that “Just do it” describes the way they buy things. The most frequently
observed category of Just do it” describes the way I buy things was disagree (n = 62, 48%). The
most frequently observed category of “Buy now, think about it later” describes me was disagree
(n =62, 48%). The most frequently observed category of | always failed to control myself from
spending money was disagree (n = 65, 50%). The most frequently observed category of When |
set saving goals for myself, | rarely achieve them was disagree (n = 62, 48%). The most
frequently observed category of I am more concerned with what happens to me in short run than

in the long run was disagree (n = 60, 46%).

Table 12 Self-Control

Five Scale Three Scale

SD|D |U|A |SA|D U|lA

I don’t save, because I think it’s too hard. n 5 70 |2 |44 |9 75 2 |53
% 4 |54 |2 |34 |7 |58 2 |41

When | get money, | always spend it |n 5 |65 ]2 |49 |9 |70 2 |58
immediately (within 1 or 2 days). % 4 |50 |2 |38 |7 |54 2 |45
“I'see it, I like it, I buy it” describes me. n 5 64 (2 |50 |9 69 2 |59
% 4 149 |2 |39 |7 |53 2 |45

“Just do it” describes the way I buy things. n 5 |62 |4 |50 |9 |67 4 |59
% 4 148 |3 |39 |7 |52 3 |45

“Buy now, think about it later” describes | n 5 |62 |4 |50 |9 |67 4 |59
me. % 4 148 |3 |39 |7 |52 3 |45
I’m easily attracted by lure. n 2 |62 |4 |50 |12 |64 4 |62
% 2 |48 |3 |39 |9 |49 3 |48

| always failed to control myself from | n 2 |65 |6 |48 |9 |67 6 |57
spending money. % 2 |50 |5 |37 |7 |52 S5 |44
When 1 set saving goals for myself, 1 |n 2 |62 |2 |55 |9 |64 2 | 64
rarely achieve them. % 2 |48 |2 (42 |7 |49 2 |49
I am more concerned with what happens to | n 2 |60 [2 |57 |9 |62 2 | 66
me in short run than in the long run. % 2 |46 |2 |44 |7 |48 2 |51

Source: - Survey Data, 2017
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According to the interviewees the factors affecting the saving behavior of them were
unemployment, bad friendship, poor parental socialization, and poor governmental credit or

attentions given to the youths.
4.6. Relationship between Demographic Profile and Saving Behavior

Spearman correlation analysis

A Spearman correlation analysis was conducted between Demographic profile and saving
behavior. Cohen's standard was used to evaluate the strength of the relationship, where
coefficients between .10 and .29 represent a small effect size, coefficients between .30 and .49
represent a moderate effect size, and coefficients above .50 indicate a large effect size (Cohen,
1988). A Spearman correlation requires that the relationship between each pair of variables does
not change direction (Conover &lIman, 1981). This assumption is violated if the points on the
scatterplot between any pair of variables appear to shift from a positive to negative or negative to
positive relationship.
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4.6.1. Relationship between Demographic Profiles and Saving Behavior

Table 13 Relationship between Demographic Profile and Saving Behavior

Have a habit of Saving
Age Pearson Correlation -0.166
Sig. (2-tailed) 0.058
Gender Pearson Correlation 224"
Sig. (2-tailed) 0.01
Marital status of the respondents Pearson Correlation -0.023
Sig. (2-tailed) 0.793
Whom do you live with Pearson Correlation 0.118
Sig. (2-tailed) 0.183
family size Pearson Correlation -.241"
Sig. (2-tailed) 0.006
Highest Level of Education Pearson Correlation -.335"
Sig. (2-tailed) 0
occupation Pearson Correlation 297"
Sig. (2-tailed) 0.001
Monthly income Pearson Correlation -0.152
Sig. (2-tailed) 0.085
Have a habit of Saving Pearson Correlation 1
Sig. (2-tailed)

Age and Saving Habit

There was no significant relationship between pairs of variables age and saving habit. The
correlation coefficient is -0.16 which is a small effect size and this shows that there is no

correlation between the two variables.

Gender and Saving Habit

There was a significant positive correlation between Gender and Have Habit of Saving (rs =
0.22, p =.010). The correlation coefficient between Gender and Have Habit of Saving was 0.22
indicating a small effect size. This indicates that as Gender tends to change from female to male,

saving habit tends to increase. There was a significant positive correlation between Gender and
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rate of saving habit (rs = 0.22, p =.012). The correlation coefficient between Gender and rate of
saving habit was 0.22 indicating a small effect size. This indicates that as Gender tends to
change from female to male, rate of saving habit tends to increase. This means females have less

saving habit than males.

Who Live With and Saving Behavior

There was a significant positive correlation between who the respondents Live With and Have
Habit of Saving (rs = 0.39, p< .001). The correlation coefficient between who the respondents
live with and Have Habit of Saving was 0.39 indicating a moderate effect size this indicates that
as who the respondents live with tends to change from Alone to Parent/s, Sibling/s, Friend/s,
Wife/husband, Child/Children, Have Habit of Saving tends to increase. There was a significant
positive correlation between who the respondents live with and rate of saving habit (rs = 0.30, p<
.001). The correlation coefficient between who the respondents live with and rate of saving habit
was 0.30 indicating a small effect size. This indicates that the proportion of the money they save

and who the respondents live with have significant relation.

Number of Economical Dependents and Saving Behavior

There was a significant negative correlation between number of dependents on the respondent
and having saving habit (rs = -0.29, p< .001). The correlation coefficient between number of
dependents on the respondent and having saving habit was -0.29 indicating a small effect size.
This indicates that as number of dependents on the respondent increases, having saving habit
tends to decrease. There was a significant negative correlation between number of dependents
on the respondent and rate of saving habit (rs = -0.31, p< .001). The correlation coefficient
between number of dependents on the respondent and rate of saving habit was -0.31 indicating a
moderate effect size. This indicates that as number of dependents on the respondent increases,
rate of saving habit tends to decrease. There was a significant positive correlation between
number of dependents on the respondent and percent of the money they save (rs = 0.39, p< .001).

The correlation coefficient between number of dependents on the respondent and percent of the
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money they save was 0.39 indicating a moderate effect size. This indicates that as number of
dependents on the respondent increases, percent of the money they save tends to increase.

Table 14 Saving Habit Vs Number of dependents

Variable 1 2 3 4
1. number of dependents on the respondent | -

2. having saving habit -0.29* -

3. rate of saving habit -0.31** 0.86** -

4. percent of the money they save 0.39** -0.92** | -0.86** -

**the variables are highly significant (p<0.01)
*the variables are significant (p<0.05)

Source: - Survey Data, 2017
Occupation and Saving Habit

There was a significant positive correlation between occupation and having saving habit (rs =
0.26, p = .003). The correlation coefficient between occupation and having saving habit was -
0.26 indicating a small effect size. This indicates that as occupation changes from being
unemployed to employed then to be self-employed and then to businessman or woman, having
saving habit tends to increase. There was a significant positive correlation between occupation
and rate of saving habit (rs = -0.22, p = .010). The correlation coefficient between occupation
and rate of saving habit was 0.22 indicating a small effect size. This indicates that as occupation
changes from being unemployed to employed then to be self-employed and then to businessman
or woman, rate of saving habit tends to decrease. There was a significant positive correlation
between occupation and percent of the money they save (rs = 0.31, p< .001). The correlation
coefficient between occupation and percent of the money they save was 0.31 indicating a
moderate effect size. This indicates that as occupation changes from being unemployed to
employed then to be self-employed and then to businessman or woman, percent of the money

they save tends to increase.
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Table 15 Correlation Matrix among occupation and Saving Habit

Variable 1 2 3 4
1. occupation -

2. having saving habit 0.26 -

3. rate saving habit 0.22 0.86 -

4. percent of the money the | 0.31 -0.92 -0.86 -

respondents save

**the variables are highly significant (p<0.01)
*the variables are significant (p<0.05)

Source: - Survey Data, 2017

Additional Work and Saving Habit

There was a significant positive correlation between having additional work and percent of the
money the respondents save (rs = 0.20, p = .020). The correlation coefficient between having
additional work and percent of the money the respondents save was 0.20 indicating a small effect
size. This indicates that as the respondents have additional work, percent of the money the

respondents save tends to increase.

Table 16 Correlation Matrix among having additional work, and having saving habit

Variable 1 2 3 4
1. having additional work -

2. having saving habit -0.12* -

3. rate saving habit -0.11* 0.86** |-

4. percent of the money the respondents save 0.20* -0.92** | -0.86** | -

**the variables are highly significant (p<0.01)
*the variables are significant (p<0.05)
Source: - Survey Data, 2017
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There was a significant positive correlation between monthly income and saving habit (rs = 0.22,

p = .012). The correlation coefficient between monthly income from salary and percent of the

money the respondents save was 0.22 indicating a small effect size.

monthly income increases, percent of the money the respondents save tends to increase.

Table 17 Correlation Matrix between monthly income and having saving habit

Variable 1 2
1. monthly income from salary -
2. Saving Habit 0.22* |-

Source: - Survey Data, 2017

4.6.2. Relationship between Factors and Saving Behavior

Table 18 Correlation Matrix

This indicates that as

Correlations

Have a | Financial | Parental Peer Self-
habit  of | Literacy | Socialization | Influence | control
Saving
Have a habit | Pearson Correlation | 1 .138** .590** -547** | 834**
of Saving Sig. (2-tailed) 0.000 0.000 0.000 0.000
Financial Pearson Correlation | .738** 1 .866** .514** -.888**
Literacy Sig. (2-tailed) 0.000 0.000 0.000 0.000
Parental Pearson Correlation | .590** .866** 1 267** - 773**
Socialization | Sig. (2-tailed) 0.000 0.000 0.002 0.000
Peer Pearson Correlation | -.547** 514** 267** 1 -.435**
Influence Sig. (2-tailed) 0.000 0.000 0.002 0.000
Self-control | Pearson Correlation | .834** -.888** | - 773** -435** |1
Sig. (2-tailed) 0.000 0.000 0.000 0.000

**_Correlation is significant at the 0.01 level (2-tailed).

There was a significant positive correlation between financial literacy and saving habit (rs =

0.738, p <0.01). The correlation coefficient between financial literacy and saving habit was
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0.738 indicating a large effect size. This indicates that as the financial literacy of the respondents

increased, saving habit tends to increase.

The regression analysis also showed the same result which is shown in the following table. The
correlation coefficient 0.738 indicates that the there is a high correlation between the two

variables.

Table 19 Linear Correlation Coefficient between Financial Literacy and Saving Habit

Model |R R Square Adjusted R Square [Std. Error of the
Estimate
1 7382 545 542 .03879

a. Predictors: (Constant), Financial Literacy

There was a significant positive correlation between Parental Socialization and saving habit (rs =
0.59, p <0.01). The correlation coefficient between Parental Socialization and saving habit the
respondents save was 0.59 indicating a large effect size. This indicates that as the Parental

Socialization of the respondents increased, saving habit tends to increase.

The linear Analysis result also showed that there is a strong evidence that the two variables are

correlated.
Table 20 Linear regression between parental socialization and saving habit

Model Summary

IModel |R R Square |Adjusted  RIStd. Error of
Square the Estimate
1 .590? .348 .343 40555

a. Predictors: (Constant), Parental Socialization

There was a significant negative correlation between peer influence and saving habit (rs = -0.547,
p <0.01). The correlation coefficient between peer influence and saving habit of the respondents
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save was -0.547 indicating a large effect size. This indicates that as the peer influence of the
respondents increases, saving habit tends to decrease.

The linear Analysis result also showed that there is a strong evidence that the two variables are
negatively correlated and it is shown in the table below.

Table 21 Linear regression between peer influence and saving habit

Model Summary

[Model |R R Square |Adjusted  RIStd. Error of
Square the Estimate
1 5472 299 293 42070

a. Predictors: (Constant), Peer Influence

There was a significant negative correlation between self-control and saving habit (rs = 0.834, p
<0.01). The correlation coefficient between monthly self-control and saving habit was 0.834
indicating a large effect size. This indicates that as the self-control of the respondents increases,
saving habit tends to decrease.

The linear Analysis result also showed that there is a very strong evidence that the two variables

are positively correlated and it is shown in the table below.
Table 22 Linear regression between peer influence and saving habit

Model Summary

IModel |R R Square |Adjusted  RIStd. Error of
Square the Estimate
1 .8342 .695 .693 27728

a. Predictors: (Constant), Self-Control
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CHAPTER FIVE

5. CONCLUSION AND RECOMMENDATIONS
5.1. Summary of the Findings

Most of the respondents have knowledge of bank services and packages. The respondents were
asked whether they know the bank services and packages most of them did know the services
and the packages, however very significant amount of the respondent youths didn’t know the
services and the packages provided by the banks or saving institutions. Regarding their
knowledge about the advantages and the risks of bank services most of them showed that they
don’t know it. This means most of the respondents don’t know the risks and advantages of the
bank services and packages and most of them don’t use bank services from which some of them

know the banking services and packages with their advantages and risks.

The most frequently observed category of | have better understanding of how to invest my
money was agree side (46% for agree and 9% for strongly agree). And hence according to most
of the respondents (55%) they have better understanding of how to invest their money. But
significant number of them (n = 59, 45%) don’t know how.

Most of the respondents don’t save money but it is not because they thought it’s too hard to save.
When they get money, they don’t always spend it immediately (within 1 or 2 days). “I see it, |
like it, I buy it” don’t describe them well. “Just do it” don’t describe them also they buy things.

When | set saving goals for myself, | rarely achieve.
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5.2. Conclusion

Most of the youths of Yeka sub city do not have a saving habit. There is a less rate of saving

habit in the study are. The percent of the money they save is very less.

Most of the youths prefer banks and financial institutions to save their money. And those who
save saved their money in banks. In order to save the respondents (most of them actually) most
often compare prices before they make a purchase, often consider whether the real necessity
before I make a purchase and careful monthly budget were agree and disagree and the
respondents don’t have money available in the event of emergency and they a little bit plan to

reduce my expenditure some of them save to achieve certain goals.

As of most of the youths of Yeka sub-city they don’t have a very clear idea of their financial
needs during retirement, the habit of financial records for their income and expenditure, have
little or no difficulty in managing my money, have the ability to prepare my own weekly
(monthly) budget, have the ability to prepare my own weekly (monthly) budget. And hence

they have very small financial literacy.

According to most of the respondents the parents of the respondents are not good example for
them when it comes to money management, they don’t always talk about money management
with their parents. It’s not a good thing to ask my parents to keep hold of my money sometimes
to help me save and they don’t appreciate when their parents give them advice about what to
do with their own money. Most of them don’t save because their parents don’t wanted them to

save when they were little.

It is good that the friends of the respondents regularly do save with a saving account. But the
friends, they don’t always discuss about money management issue (saving) with their friends,
and they don’t compare the amount of saving and spending with their friends but instead they

friends involved in money spending activities with friends.

There was a significant positive correlation between saving habit and each of the variables

gender, who the respondents live with, occupation, having additional work, financial literacy,

Page 58



parental socialization, and self-control. And there was a significant negative correlation between
saving habit and each of the variables number of economic dependents, peer influence. There

were no any significance between the other demographic profiles and saving habit.

5.3. Recommendations

For the Youths

The youths of Yeka sub-city and hence the youths of the country should have a habit of saving,
the habit of saving what they don’t use today for tomorrow exercising it starting today deciding
to save for tomorrow. They better practice it as they get the money to save and better to prepare
themselves for a better performance and good rate of saving. Most of the youths prefer banks and
financial institutions to save their money. But still there are youths who would like to save at
home so that they may use it any time they want to. It would be better for the youths to save in

the financial institutions in which the money is away from them

It is good for the youths to compare prices before they make a purchase, to consider whether the
real necessity before they make a purchase and budget careful monthly budget, to have money
available in the event, plan to reduce their expenditure, and achieve certain goals to be motivated

for saving.

Significant numbers of the youths in the study area don’t have knowledge of bank services and
packages. It is better for the youths to update themselves with the current technological bank
services and packages using different sources of information such as promotions through
broadcasting media. Most of the youths in the study area also don’t know the advantages and the
risks of bank services. It would be good to have detail information about the advantages and the
risks of the bank services and packages before using them and this might be the cause for most of

them not to use bank services.

Significant number of the youths don’t have better understanding of how to invest their money
and most of the youths don’t have a very clear idea of their financial needs during
retirement, the habit of financial records for their income and expenditure, have little or no
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difficulty in managing my money, have the ability to prepare my own weekly (monthly)
budget, have the ability to prepare my own weekly (monthly) budget. It would be better if
all the youths have better understanding of how to invest their money and own very clear idea of
their financial needs during retirement through planning and budgeting for life and working for
the plan and the financial budget that they fixed ones. It is good to have the habit of financial
records for their income and expenditure, own the ability to prepare my own weekly
(monthly) budget, have the ability to prepare my own weekly (monthly) budget. All together
for the youths it is better to have a good financial literacy. And it would be better for the youths

if they take trainings to raise their financial literacy.

The youths should not think it’s too hard to save without even trying it. When they get money, it
is better if they don’t spend it immediately (within 1 or 2 days) and think about their saving. “I
see it, [ like it, I buy it” shouldn’t describe them. It is better not to give a place for bad temper in

managing money and is good if they have goals and work on achieving these goals.
Parents

Parents for most of the youths are not good example for them when it comes to money
management. The parents don’t talk about money management with their sons and daughters.
And the youths have developed a perception of not believing parents to keep hold of my money
to help me save and youths don’t appreciate when their parents give them advice about what
to do with their own money. It is better if the parents teach their children about money
management, and financial management from the beginning. It is better if the parents build trust
between their children and themselves. It is good if parents teach them to save starting when they
are little.

Friends

It is better if the friends of the youths regularly save and encourage their friends to do the same.
It would be better if friends always discuss about money management issue (saving) with their
friends, and enter into positive competition in saving with their friends by comparing the amount

of saving and spending with their friends. It is good for youths to have fun but it shouldn’t be of
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limits in financial management and time management. Always fun is like a nasty job and this
should be hated by the youths. Instead they friends better be involved in money saving and

encouraging a friend for saving.
Policy

It is better if the government have a policy for developing the saving habit of the youths. This
policy better have a plan to create awareness of the society about saving habit. It is better if it is
prepared for parents and for the youths. For the parents its goal better be how to increase the
parenting style and increasing their children saving habit and for the youths it is better if the goal

is to increase their saving habit.
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APPENDIX

Appendix A; Questionnaire

ADDIS ABABA UNIVERSITY
COLLEGE OF BUSINESS AND ECONOMICS

MA PROGRAM

The purpose of this Questionnaire is to gather data for the “YOUTH SAVINGS HABIT
IN ADDIS ABABA, CASE STUDY: YEKA SUB CITY”. And its objective is as partial
fulfillment for the Master’s degree offered by the Addis Ababa University. All the responses
that you provide here are strictly confidential and will not be disclosed are assured of
confidentiality of information to any one unless specifically authorized to do so by you - the
respondent. Your true and honest and true cooperation is very essential to the success of this
study. A cooperation extended by you is valuable. Please feel free to fill the questionnaire
and Thank you in advance for our cooperation. Please put \ mark to provide your response as

appropriate.

Note: this Questionnaire focus only between 18-30 age youth .

With all best regards
Melaku Gizachew

0912370320
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Part I. Questions related to demography of the respondents

1. Age
2. Gender

a) Male b) Female
3. What is your marital status?

a) Non-married c) Divorced
b) Currently Married d) Widowed

Part I1: Socio Economic Status of the respondent

4. Whom you are living with?

a) Alone d) Friend/s
b) Parent/s e) Wife/husband
c) Sibling/s f) Child/Children

5. What is the number of your family size under your economical responsibility (if there is)

6. What is your highest level of educational?

a) No education d) TVET
b) 1-8 e) Diploma
c) 9-12 f) First Degree
7. Occupation
a) Unemployed c) Self-Employed
b) Employed d) Business wo/man

8. Do you have additional part time work?
a) Yes b) No
9. What is your monthly income from:
a) Salary
b) Rent
c) Remittance

Page 71



d) Interest

e) Other specify

Part 111: Questions Related to Saving Behavior of the Respondents

10. Do you have a habit of saving?

a) Yes b) No
11. If yes how do you rate your saving habit is
a) Excellent d) Bad
b) Very good e) Very bad
c) Good

12. What proportion of your income do you save in percent?

13. Which of the following places will you prefer to save your money? State in order of
priority, 1 as the most preferred and 6 the least preferred.
a) Banks_ d) Home
b) Creditunion e) trusted friend
c) lqqub
14. Where do you usually save your money?
a) Banks
b) Credit union
c) lqqub
d) Home
e) Trusted Friend
15. How often do you save your money?
a) Every time | get money ¢) Monthly
b) Weekly d) Quarterly a year
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For questions 19 to 25 tick under; 5=Strongly Agree, 4=Agree, 3=undecided,

2=Disagree, or 1=Strongly Disagree

Saving Behavior 5 4 ' 3|2 |1
16. In order to save, | often compare prices before I make a

purchase
17.

In order to save, | often consider whether the real necessity
before | make a purchase.

18- In order to save, | always follow a careful monthly budget.
1B always have money available in the event of emergency
201 1 order to save, I plan to reduce my expenditure.

21.

| save to achieve certain goals

Part 1V: Questions Related to Awareness and Use of Bank Services and

Essential Packages

22. Do you know that there are different bank services and packages?

a) Yes b) No
23. Do you use the bank services and packages?
a) Yes b) No

24. Do you know the advantages and risks of saving money in different types of saving
institutions?
a) Yes b) No
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Part V: Questions Related to Factors Affecting Saving Behavior

5=Strongly Agree, 4=Agree, 3=undecided, 2=Disagree, 1=Strongly Disagree

|

5 [4 ]3]2]1

Financial Literacy

25.

| have better understanding of how to invest my money

26.

| have a very clear idea of my financial needs during
retirement

27.

| have the habit of financial records for my income and
expenditure

28.| | have little or no difficulty in managing my money

29./ | have the ability to prepare my own weekly (monthly) budget
Parental Socialization

30.| My parents are good example for me when it comes to money

management

31.

| always talk about money management with my parents

32.

It’s a good thing to ask my parents to keep hold of my money
sometimes to help me save

33.

My parents are proud of me for saving

34.

| appreciate it when my parents give me advice about what to
do with my money

35.

Saving is something | do regularly because my parents wanted
me to save when | was little

Peer Influence

36.

As far as | know, some of my friends regularly do save with a
saving account.

37.

| always discuss about money management issue (saving) with my
friends.

38.

| always compare the amount of saving and spending with my
friends.

39.| I always involve in money spending activities with friends
Self-Control
40.| I don’t save, because I think it’s too hard.

41.

When | get money, | always spend it immediately (within 1 or 2
days).

42.

“Isee it, I like it, I buy it” describes me.

Page 74



43.

“Just do it” describes the way | buy things.

44.| “Buy now, think about it later” describes me.

45.| I’'m easily attracted by lure.

46.| 1 always failed to control myself from spending money.

47.| When | set saving goals for myself, | rarely achieve them.

48.| | am more concerned with what happens to me in short run than in
the long run.

Appendix B: In-depth Interview for Selected Youths in Yeka Subcity

10.

11.

12.

Do you, your friends and your parents have a habit of saving? Explain in detail
What proportion of you earn do you save? Why?

How do you explain your potential to for saving?

Where do you save your money? Why? And how frequently do you save?
What type savings do you engage in?

Do you know that there are different bank services and packages and do you use them?
Could you tell me some of them?

What type of advantages and risks of saving money in different saving institutions do you
know? Explain it to me in detail.

Tell me some of the challenges that affect your saving behavior or your friends saving
behavior?

How do you tell about your financial literacy?

How do you express your parents’ position in your financial management and saving
behavior?

How often and on what issues do you and your friends usually talk with regard to saving
money?

Could you tell me your financial management system?
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Appendix C: Amharic Version of the Questionnaire

a%0 AN NGO L
@£ AINPF

LU aomPP CHHOED NAL%ON ANO ¢h ATA h-hoT Po-NFT7 Pem0 QUA AgoSON
N7L.A Coh TGT A%TLe A7 AA%TD- (a%O AN RLOCAA ALame- ¢ U-A+F
8.4 (TINHC 8.716) “170.8 1o

ALY aomPP AL P979°A 273G ®9°  avANT A70N MA®- U1 ATSE Mat NF
o.M ALWPT W HLL 17 oomPd AL PPLI°A: 715 M-9° oo\AT NPLATC P7.mNP
AS  AMA AP 9ATT ATLYILMA  ACITT AM-SAU NANLALD. 03 (V)
294477 avAO T SOme::

CACO A®1TS AG ¢4 FNNC ATSHE AA%T IMaT OPT A%LeLCTHNT TNNC U
Tanng P PTG omot AR ATLLCH POLLSTY SPSA: 19 Pl VT aomSd
ATSINANT OMSP ALLLCTHAY ¢G5 TNNC U hdS U PAP A AMP 9°0.0G7
aAPCOAv-::

MANNL:- (&Y aomeP CHHIE@D AL T 18-30 AVY ONT NF 10 )
PN avlB

1. AL
2. 9 v. @7 . Ok
3. PoNF U U. LA A NAUT W LIT h. PAIT

oo, SO0/

4. PG L /L@ heIF OC 10?7
v. ANFE . h@AZTE OC h. ho7&9° AVt IC
oo, WALE IC w. hAA/7LT IC L. hAE DOC
5. NACNL Chh$ol, &6 ¢99.8°C G N1 (A)
6. he-H&m- ¢ 19°vCT LL8V/1
v. °9° A. n1-8 . 9-12
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0. PavCanl 874G hil.f NAL

7. P U
8. P1C& Wl Né- hAV/TI? U, hP A. PATI°
9. NC helhtaT 9°7 v M., L1507
U. h&ao®H A. hhé-2
. hHoeo7& T AT T h-HON P77AN
ao, nmNL
w. A WA L7060
10. PoodmAl AL hAV/T? U. h? . PATI°
11. PoodmN ALY A7 T 10-?
U. A%7 (M9° T A. NN T4 h. T<¢
ao, T'¢. PO w. 1M9° T4 CAULT
12. h9°FTio- ONTCA 9°7 VAT HETAAV/T?
13. AovdmAl 17 TooCNAV/N? ATLICaY $LI° +Hhtd £TC AT?
v. N07h A. ¢ma +&9°
. AdA av. (L1
w, 3oy 3%
14. aMH5@7 10 L THTNa- 1 10-?
v. N07h A. ¢mq +&9° h. Ae
ao, (L w, 3o 3LeH
15. 099°7 P LH THT0AD?

v. NC O7T0- R AL 0P E h. (P04 oo, 14 Gavit

Pao(1 919+ LLB@-:- hibé- #TC 16 hhh 21 AdT TELPF

NATr ntmePa@ h1 Adh 5 7747 9°LT /6,

5 NM9® A0717700-4  A0T1770U- 3 van AT 2 hAAN1779° 1 nmge
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T4 TEeLPT 514321

PaodMmAl AI°L
16 AaoPml N% AP OM PO h®8L LAV
17 AaoPml N% AP oo Mt7 ANLALYIT haoHHSAU-
18 AaodmAN AN T7PE OHPANT POC NE+ AooL0AD-
19 U-NLLI° PhL)D aomONEfe T7HAN AN
20 AaoPm1l (A O6R.%7 A+ TANU-

21

ATSIL AATTIPT ACTANT QA A TaAY-

22. a7 0T AL PHALE P07h 1FHAN kMmO AIAINPTG TPAT A4S

S PAV/T?
U. h?P A. AN@-P9I°
23.  ATW7 A1ANNTT FmeeIAV/T?
U. h?® A. AP I°I°
24. Nema +£%%F aoPmN LADT TPI°G 181 3@ FAV/T?
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33 OALTE Naodm, Shé-n-
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36 | ALETE N07h SHTIN
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PUIM4-@-75 PP TND7 hALETE IC hsS& AU

39

NALETE OC 1N ANLT ASMEAT

07 aoPMmC

40

ANTAI® N NATI0N AAP TN

41

17700 APF @8.C AMG-NU-

42

“WPUFET L UTE MUF CI°FAP AN A7 HIAIAT

43

AL M “hLC107 P7LA N7 AANTY

44

“AU7 M- N3A A0 ALY A T

45

Nad oNF NPAN A%9L9AU-

46

U09° 1IHN A LECH ANTANT9°

47

ALTAN LONNTG PIPTND hL15779°

48

e A BAT A C LN AL PULLCHANT LANNTA::

o@D

o

10.

PhoomPP Atevlimr P00 hW¥A bt 00T

. POLe@kT ALEFV/N AG POFAN AN CavdmAl AI°L hANT®-?

At NHCHCA 20K N/ 1060 AN

97 VAN N?LETT T N, SETAN? AI°T ?

PaodmNl ATI°P/0 TIANT AT/ INBANT?

TIHNL T P29 TN-F 1 10?7 A9°7?

CHE®m7 Pem0 ALYF LmeoIN-? A0t WHCHC 71475/ 7147%

OATALE P77 WINAFT  “TadeT SmeoIA-?  ANhv/A0ATT NHCHCH
A4 &TAN ?

NPT PemO T AT 9°F AL TPIT AS 14T hd1? A0
PPI°G +5%E7 NHCHC 7147/ 71167

PoofmAl AP AL LIOMP LT TICT ha BTN T?

. NATIHAN PALT AT 9°7 PUN 107 Adt NHCHC 7147/ 7167

AATTHN amP P9 (ALPH)  LAVF/NT  hmPAL  ANTELT  AT12L7/
N 1767

A FONCP hao(\7SAU-

79|Page




