Economic and Psychological Aspect of Savings Behavior — Korean Data Collection
Research Proposal

Introduction

The positive link between financial independence, life satisfaction, and quality of life has been
well documented. Saving is a critical component in successfully managing personal finances.
However, low household saving rates in the last decade are a concern for US policy makers and
financial educators in general. From an applied perspective, it is important to understand why
individuals fail to plan and save more aggressively.

When looking at household saving rates among various countries, the differences are evident.
Asian countries show a consistently higher household savings rate over the same decade.
Therefore, examining psychological and behavioral factors that determine savings behavior
exhibited by households in multiple countries has implications at the regional, national, and
international level. This project proposes to collect an online survey to examine savings
behavior in Korea.

Background

In 2008, the Agricultural Experiment Station (AES) multi-state research project NC 1172 “The
Complex Nature of Savings: Psychological and Economic Factors” committee have been formed
to develop a comprehensive model of savings behavior, which examines the effects of economic,
psychological, and socialization factors on savings behavior in low- to moderate-income
households in the United States. During Fall 2010, the NC 1172 committee members developed
an online survey comprised of 70 questions. It includes questions about financial knowledge,
socialization factors, psychological factors, environment, resources, and demographics.
Including all these factors in one study provides a more comprehensive understanding of savings
behavior than has previously existed. The data was collected in the Fall 2011 from 860
households whose income was less than $75,000 from across the United States. During 2012,
five manuscripts analyzing this data set have been published in the Family and Consumer
Sciences Research Journal. See Gutter and colleagues (2012) for the comprehensive research
model and Hayhoe & Gutter (2012) for the complete overview of the psychological scales and
their reliability.

Proposed Study

As an offspring of NC 1172, an international comparison study has been proposed. To test the
feasibility of the multicultural study, the NC 1172 questionnaire was used to explore savings
behavior in Turkey during 2009, producing significant and important findings related to savings
behavior among Turkish people. Committee members proposed a study that includes several
Asian countries for a cross-country study of savings behavior. The potential participating
countries include China, Malaysia, Singapore, and South Korea. As vice-president of NC 1172,



Dr. Cho is responsible for the development and collection of Korean savings behavior data.
Between 2011-2012, the Korean version of the NC 1172 savings survey was developed and an
online survey was created. For an effective and successful cross-cultural study, more than a
translation of a survey instrument was needed. For example, a question about the contribution to
401(K) in the US version needs to be modified to the tax-favored retirement savings account in
Korea. The NC 1172 survey was trans-created to fit into the economic and social context of the
current situation of South Korea.

Use of the cross-cultural data on savings

This project will provide a consistent instrument to gather and investigate the differences among
households with various cultural backgrounds on their knowledge, attitudes, and behaviors
related to personal savings. Especially, understanding savings behaviors in Korea and other
Asian countries will be beneficial to develop, implement, and evaluate educational initiatives
designed to increase financial capability and promote savings behaviors in the United States.
Educational programs delivered through the land-grant Cooperative Extension Service mainly
focus on the development of important financial management skills. Rarely do those programs
address underlying psychological factors or cultural contexts that contribute to the lack of
savings behavior. Understanding which critical factors are salient to changing savings behaviors
will lead to more effective educational initiatives. The project results can also be used to
recommend public policy initiatives and suggest new or enhanced financial products and services
for American households. Finally, findings that contribute to a more comprehensive
understanding of how psychological and economic factors combine to influence savings
behavior in different countries will fill a major gap in the savings behavior literature.
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Budget Summary

Item Amount ($)
Data collection 5,750
Research Assistant 3,400
Travel (to present the result of the study) 1,000

Total funds requested 10,150

Budget narratives

Data will be collected via a research sampling company, Survey Sampling International (or
similar). A cost per response for a 20-minute long survey is estimated $5.75. A target sample
size is approximately 1,000 completed responses, totaling the cost of data collection $5,750.

Research assistant for one semester at 20% FTE will be hired for assisting in cleaning, analysis
of the data and development of a research manuscript. Currently a Master student’s salary for 20%
FTE per semester is $3,400 at South Dakota State University.

Travel involves costs of flight (from Sioux Falls, SD to NBER workshop site) and a hotel.
Usually the flight from Sioux Falls SD to east coast costs about $600. A 2-night hotel fee is
estimated at $400.
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