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An Empirical Investigation on Determinants and Motives of Household
Saving in Sri Lanka
Herath Dassanayakelage Kaushalya Dilrukshi Dassanayake

ABSTRACT

Saving is important since it is directly related to the investment rate of a country which
provides resources for capital formulation. Higher saving rate is key requirement for
higher Economic growth as well as Economic development of any country. At the
country level, domestic saving plays a dominant role in the Economic growth and
stability. Domestic saving in a country originates from three main sectors of the
Economy namely government, corporate and household. Among them saving by
household sector in both developed and developing countries captures the highest
attention in determining the level of domestic saving in a country. In this context,
investigating the determinants and motives of household saving in developed and
developing countries become naturally important. This study investigates the most

important determinant and motive of household saving in Sri Lanka.

Main objective of this study is to find out the most important determinant and motive of
household saving in Sri Lanka and specific objectives of the study are to find out the
most important determinant and motive of household saving in Western province (WP),
Central province (CP), North Western province (NWP), Southern province (SP) and
Urban sector (US), Rural sector (RS) and Estate sector (ES) in Sri Lanka, to identify
whether there is relationship between motives of household saving and demographic
factors in Sri Lanka, to find out whether there is a significant mean difference in

household saving with regard to demographic factors in Sri Lanka and to find out

XX



whether there is a significant mean difference in household saving with regard to the

motives of household saving in Sri Lanka.

Sample of the study consists of 520 household heads who were selected from
households in WP, CP, NWP and SP. Single stage Cluster sampling method was used to
select the sample since the population is geographically dispersed. A structured
questionnaire was used to collect primary data for the study and Central Bank Annual
Reports, statistics of the Department Census and Statistics and internet were used as
secondary data sources. Data analysis was done by using SPSS 16.0 package.
Descriptive analysis was done by using methods such as mean, percentages, charts and
tables. Inferential analysis which includes testing hypotheses was done by using
methods such as Multiple regression analysis, Chi square test, Independent sample t test

and One way ANOVA test.

Results of the study indicated that household disposable income was the most important
determinant of household saving in Sri Lanka and it had a positive influence on
household saving while Precautionary motive was the most important motive of

household saving in Sri Lanka.

Based on the findings, some recommendations were given to increase the income earn
by households in Sri Lanka. Findings of this study help the government and policy
makers to better understand the determinants and motives of household saving in Sri
Lanka in order to formulate policies and programs to enhance the domestic saving level

in Sri Lanka.
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