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Abstract

In this paper we perform an empirical study of the determinants of saving
among middle- and low-income individuals living in urban and rural ar-
eas of Colombia. Theresults show that the likelihood of saving increases with
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results also demonstrate that education and income increase the probability
of saving in banks and decrease the likelihood of informal saving in both ur-
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1.INTRODUCTION

ouseholdsavingisimportantbecauseit guaranteesfinancial

security during retirement, finances expenditure on hous-

ing, education, and health, helps cushion unexpected events
(such as sickness, bad harvests, job losses, etc.), provides resources
for setting up a business, and smooths consumption throughout
life (Callen and Thimann, 1997; Banerjee and Duflo, 2011). These
reasons, whichvaryaccordingto the socioeconomic characteristics
of the population, have been widely documented in the literature
(Horiokaand Watanabe, 1997; Browning and Lusardi, 1996).

Household level studies generally analyze the determinants of
aggregate saving and do not take into account possible differences
existing between areas of the same country. In Colombia, in par-
ticular, there is significant rural-urban diversity. For instance, ac-
cording to data from the 2013 Encuesta Longitudinal Colombiana de
la Universidad de los Andes (ELCA), 77% of people in rural areas have
fiveyearsorless of education, whilein urban areasthe percentageis
35%. The available income of people in the sample also varies con-
siderably: average income in urban areas is around 750 USD, and in
rural areas it is approximately 50% of that figure. Moreover, 20%
of household heads in rural areas are women, while in urban areas
the figure is 37%. This paper aims to contribute to the literature by
separatelyanalyzing the determinants of the probability of saving in
rural and urban areas, anaspectthat hasnotbeen studied in depth
for Colombia.

Another important aspect in the analysis of household saving
is related to the development of the financial system and financial
inclusion, given the constraints these might imply for saving in the
formal sector (Bayoumi, 1993). In Colombia, alarge percentage of
the population in urban and rural areas use informal saving meth-
ods. To be specific, according to the ELCA, 50% of middle- and low-
incomeindividualsinurbanareassavein cash. This figure increases
to 82% in rural areas. Furthermore, 27% of people in urban areas
and 16% in rural ones save at a bank or financial institution. This
paper also contributes to the literature by separately studying for-
mal and informal saving.

The aim of this research is to provide empirical evidence of the
determinants of formal and informal saving among middle- and
low-income individualsin urban and rural areas of Colombia using
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datafromthe 2013 ELCA. The estimates suggest that the probability
of savingincreaseswith education, income, labor market participa-
tion, and home ownership. Education and income alsoincrease the
likelihood of saving at financial institutions and reduce that of do-
ing so through informal means.

The paper is divided into four sections including this introduc-
tion. Section 2 presents a review of national and international lit-
erature. Section 3 describes the data and analyzes the factors that
affectthelikelihood of a person saving, aswell as the possible deter-
minants of the probability of saving in the formal orinformal sector.
Section 4 outlines the main conclusions.

2. LITERATURE REVIEW

Literature on saving in Latin America has focused on analyzing its
macroeconomic determinants. These studies find that gross domes-
tic product (GDP) growth, income per capita, and macroeconomic
uncertainty have a positive impact on private saving rates because
theyencourage precautionarysaving amongindividuals. In contrast,
interestrate increasesand easier ways to access credit have asignifi-
cant negative impact on private saving rates (Loayza et al., 2000).
In Colombia, Easterly (1991), Cirdenas and Escobar (1998), and
Ocampoand Tovar (1998) analyze the factorsthat determine private
saving, takingintoaccounttheaggregate variablesthatinfluence its
behavior. However, macroeconomic variables do not fully explain
the reasons why people save; therefore, a new line of research has
focused on microeconomicanalysisaimed at explaining the factors
that determine household saving. For instance, Castafieda (2001)
findsthatthe declineinsavingrates during the nineties was mainly
due to the behavior of household saving. This resultis explained by
the demographic structure of the economically dependent popu-
lation, high-income concentration, low levels of education among
households, and lack of interest rate sensitivity of savings. More re-
cently, Cadena and Quintero (2015), present descriptive statistics
obtained from theresults of the ELCAwith respecttosavinginrural
and urban areasamonghousehold headsand their partnersfor 2010
and 2013. In particular, the authors characterize savers and study
the main objectives of saving. Finally, Rodriguez-Raga and Riano-
Rodriguez (2016), use the first round (2010) of the ELCA to examine
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the determinants of household access to formal saving products.
The authors point out that higher household income, home owner-
ship, education, and labor market participation foster private saving.

International literature has identified some household charac-
teristicsassociated with the habit of saving. Forinstance, ithasbeen
shown that there is a positive relation between saving rates and in-
come in both developed and developing countries'. On the other
hand, the literature on the relation between saving and the level of
education of the household head are ambiguous. Although some
studies find a positive association between these two variables (Av-
ery and Kennickell, 1991; Bernheim and Scholz, 1993; Attanasio,
1993; Browning and Lusardi, 1996; Attanasio and Székely, 1998; and
Butelman and Gallego, 2000), others do not identify a significant
relation, while some even find anegative one (Coronado, 1998; Den-
izer and Wolf, 1998; Bebczuk et al., 2015).

Theinfluence of household composition on saving decisions has
alsobeenhighlighted. Forinstance, people who are married behave
differently than those who are single, since an additional source
of income allows for having more savings. Single-head households
with children tend to save less. Moreover, the household saving rate
shrinksasthe number of household membersrise, butincreaseswith
the number of earners (Bosworth etal., 1991; Browning and Lusar-
di, 1996; Coronado, 1998; Butelman and Gallego, 2000). The role
of women can be ambiguous with regards to saving. Studies such as
those of Levenson and Besley (1996), Carpenter and Jensen (2002),
Kedirand Ibrahim (2011), and Bebczuk et al. (2015) find that wom-
en participate more in informal saving schemes than formal ones.

Asset ownership can also playanimportantrole in this topic. On
the one hand, householdsthat own financial assets tend to have high-
erratesofsaving thanthosethatdonot (Castafieda, 2001; Bosworth
etal., 1991). On the other hand, home ownership appears to have a
more ambiguous effect. Forinstance, while Bebczuk etal. (2015) find
that the saving rate in Latin America increases if households own

For developed countries see, for instance, Bosworth et al. (1991), Po-
terba (1994), Browning and Lusardi (1996); for developing countries,
see Coronado (1998), Székely (1998), Attanasio and Székely (1998),
Denizer and Wolf (1998), Butelman and Gallego (2000), Castaneda
(2001), Newman, et al. (2008), Bebczuk et al. (2015), and Schclarek
and Caggia (2015).
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their own home, Castaneda (2001) shows that in Colombia, house-
holds who own their home reduced their saving rate. Other factors
that can positively influence saving are the household head being
in formal employment (Bebzcuk etal., 2015), and belonging to reli-
gious or political groups (Newman et al., 2008).

Itis necessary to take into account that capital market imperfec-
tions, or lack of access to credit and saving opportunities in formal
financial systems, can lead to decisions to save through informal
means. Studies such as those of Levenson and Besley (1996) for Tai-
wan, Kedir and Ibrahim (2011) for Ethiopia, and Carpenter and
Jensen (2002) for Pakistan, explore the importance of informal fi-
nancial systemsasasignificant source foraccessing savingand credit
opportunities in low-income countries.

Various studies evaluating the macroeconomic determinants
of saving have revealed mixed results when assessing the life-cycle
hypothesis of Modigliani. The study of Bebczuk et al. (2015) on sav-
ing in Latin America contends that the age of household heads has
a positive, but decreasing, impact on saving. Levenson and Besley
(1996) in their analysis of the rotating savings and credit associa-
tions (Roscas) in Taiwan show that participation in this informal
system is higheramongyoung people. Schclarek and Caggia (2015)
show that, contrary to expectations, the relation between age and
the saving rate in Chile is U shaped. Meanwhile, Castafieda (2001)
explains that Colombian householdsrespond more to current than
future income. All these results demonstrate that macroeconomic
theories on saving are inaccurate when data is analyzed at a micro-
economic level.

Besidestheliterature studying the determinants of saving, there
isanotherline of research that seeks to solve problemsrelated tore-
duced saving levels, especiallyamong low-income groups. Arecent
book edited by Cavallo and Serebrisky (2016) studies in detail the
status of savingin Latin Americaand the Caribbean, suggesting that
savings are low in the region and should be used more efficiently to
achieve higher economic growthrates. The book examines the role
played by the financial system in generating saving: how households,
businesses, and governments can address problems and challeng-
es by leveraging opportunities to achieve higher saving rates, and
thereby promote development and well-being. Karlan et al. (2014)
mention thatlowlevels of saving could have significantimplications
for people’s well-being, particularly regarding their consumption,
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capacity to respond to shocks, and inability to make possibly prof-
itable investments. They also identify five types of constraints that
mightbeimpeding the effective use of saving productsand services
by the poor, such as transaction costs, lack of trust and regulatory
barriers, asymmetric information, social restrictions, and behav-
ioralissues.

Likewise, Di Giannatale and Roa (2016) present an in-depth re-
view of theliterature on the obstacles to formalsaving, from both the
supply side (access to financial products) and the demand side (use
and frequency of use of those products). The authors also discuss
the determinants of formal saving from a theoreticaland empirical
point of view. To overcome all these obstacles, the literature propos-
es making rapid-impact interventions, such as encouraging mental
accounting, which consists of defining a monthly expenditure plan
where people commit to certain specificamounts per expenditure
category. This createsa psychological cost forindividuals to transfer
money from one account, such as utilities expenses, to another, such
asentertainment (see Shefrin and Thaler, 1992; Thaler, 1999; Salas,
2015). Mental accounting can be enhanced by peer pressure, which
consists ofinforming a friend or family member of a spending plan
so that person can both help to follow it and reduce the temptation
(and increase the cost) of transferring money from one spending
category to another (Kast etal., 2012). Furthermore, to encourage
saving in the financial system, the literature suggests using word of
mouth (social networks) to disseminate information about the ad-
vantages of saving in formal institutions, generating confidence in
thesystem and contributingtoits promotion (Newman etal., 2008).

3. DATA AND RESULTS

Weanalyze savingamong householdsinurbanand ruralareasusing
thesecondround of the ELCA conducted in 2013, whichincludesdata
onincome and expenditures, education, social capital, and composi-
tion of urban and rural households in Colombia. The urban sample
contains information on 4,911 households, representing socioeco-
nomic strata one to four (lowand middle income) from five regions
of the country (Bogot4, Central, Oriental, Atlantica, and Pacifica).
The rural sample includes data on 4,351 households, representing
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households from strataoneand twoin the Atlantica, Altiplano Cun-
di-Boyacense, Eje Cafetero, and Centro-Oriente regions.

Detailed data on household income and expenditures from the
ELCAwas employed to calculate saving rates, considering socioeco-
nomic characteristics in order to identify variations in the saving
habits of different urban and rural population groups. Saving rate
calculations show that in 2013 the average saving rate of middle-
and low-income households in urban areas was -1.6% and 3.2% in
ruralareas. These savingratesincrease to 19.2% and 16.2%, respec-
tively, when spending on durable goods, education, and health are
excluded, suggesting households carry out some of their saving by
purchasing such goods, which could be considered as investment?.
Evaluating saving rates by income quintile, we observe that in both
urbanandruralareastheyincrease considerablywith each quintile,
implying a positive relation between household income and saving
as suggested by the literature (see, for instance, Bosworth, et al.,
1991; Butelmann and Gallego, 2000; Huggett and Ventura, 2000;
Dynanetal., 2004).

In addition, by gender of the household head, we find that male-
headed households have higher saving rates than those whose head
isfemale. This differenceis greaterinruralareas, which would sug-
gestless empowerment for women. Theseresultsare consistent with
Bosworth et al. (1991), who find that households headed by single
mothers have lowsaving rates. Bernasek and Shwiff (2001) also find
significant differences between men and women’s investment and
saving decisions, and Ahmad and Asghar (2004) show that the gen-
der employment gap between men and women influences the fact
thatsavingratesvary by gender. Moreover, the results show that sav-
ingratesincrease with the level of education of the household head
in both urban and rural areas. It stands out that gains in savings as
thelevel of educationincreases, are higherinrural areas, meaning
itisrecommendable to foster improvementsin the education of the
populationlocated inthoseareas of the country. Assetoutin Lusardi

2 Household saving is defined as available income minus expenditure

items, and the saving rate as household saving divided by available
income. For a more detailed study of saving rates where different defi-
nitions of expenditure are considered, see Iregui et al. (2016). See also
Melo et al. (2006).

Determinants of Formal and Informal Saving in Colombia 101



(2008), alack of saving skills can be associated with low levels of edu-
cation and consequently to limited financial literacy.

Given the differences found insaving rates by areaand socioeco-
nomic characteristics, the factors affecting the likelihood of a per-
son saving are explored below. We also examine the determinants
of whether this saving is made formally or informally. To do this we
employ logit models, using data for individuals, household heads
and their partners: 7,738 for urban areas and 7,533 for rural ones.

3.1 Determinants of the Likelihood of Saving

This section analyzes the determinants of saving among low- and
middle-income individuals using a sample of household heads and
their partners for urban and rural areas. In general, the data indi-
cates that a small percentage of people in the sample save: 18% in
urbanareas and 13% in rural ones (Figure 1).

Figure 1
DO YOU SAVE A PART OF YOUR INCOME REGULARLY?
Percentage of responses, second round year 2013
URBAN RURAL

Do not report Do not report
1 0.1

Yes
13

Yes
18

Source: ELCA.
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To understand the determinants of people’s saving behavior we
estimate the following equation using logit models:*

ﬂ Savings; = By + p1 Xy, + PoXo; +U;,

where Savings is abinaryvariable thatindicates whether individual
isaves (1) ornot (0). Xj; includesthe characteristics of household i
(e.g.income, size, region where it is located, and home ownership)
and X,; contains the characteristics of individual i (e.g. age, age
squared, sex, education, marital status, and employment). Annexlists
the definitions of those variables, aswell as the descriptive statistics.

Table 1 shows the results of the estimations.? Ascan be seen, when
individuals are classified by age group in the urban and rural sam-
ples, people between 15 and 47 years of age have a higher probabil-
ity of saving than those who are over 58, the reference group. This
result is consistent with the life-cycle theory (Modigliani, 1966) ac-
cording to which a person saves during their most productive years
and dissaves towards the end of their life.

Higherlevels of education increase the likelihood of people saving
inbothareas. This could be because highly educated people tend to
be more patient and consider the future (Bebczuketal., 2015). The
educationresults are consistent with Morisset and Revoredo (1995),
whoanalyze a panel of 74 countries between 1960 and 1990, finding
that education has a positive influence on saving.

Asforincome,inurbanareasitcanbeseenthatanincreaseinthe
income quintile raises the likelihood of saving, as compared to the
lowest-income quintile. In rural areas, onlyindividualsin the high-
est quintile have a greater probability of saving (6%) than those in
quintile 1. Inurbanareas, the larger the household size the lower the
probability of saving. Tounderstand the effects of wealth on saving,
a dichotomous variable was included in the analysis that indicates
whetherahousehold isahomeowner or not. We find that home own-
ership increases the likelihood of saving in urban and rural areas.

% The estimations were performed using clustered errors at household

level and included the corresponding expansion factors.
* The estimations were also carried out for the sample of employed indi-
viduals to establish whether saving depends on the type of employment
a person has. These results are not presented here to save space, but

are available upon request.
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This result is similar to that reported by Peltonen et al. (2009), and
Butelmann and Gallego (2000), who find a positive relation between
wealthand saving, specifically finding that home ownership encour-
ages saving. According to Bebczuk et al. (2015), this result could be
because a personwho owns theirhome does not have to paymonthly
rent, and therefore hasa higher margin of income for saving.

Participationinthejobmarketincreasesthelikelihood of saving
(14% in urban areas and 9% in rural ones). Meanwhile, receiving
domestic remittances only raises the probability of saving in rural
areas (2%). This responds to the fact that remittances are generally
transferred from urban to rural areas. Such results are in line with
Rodriguez-Ragaand Riafio-Rodriguez (2016), who find that greater
accesstoresources increases the probability of saving in Colombia.
On the other hand, being a beneficiary of government programs
is not important in saving decisions.’ The latter suggests that such
programs should focus more on promoting saving. Finally, having
insurance or not was included as a proxy variable for risk aversion,
which was positive and significant in the estimations.® This result
suggests that people who are risk averse are more likely to save (5%
in urban areas and 3% in rural ones).

3.2 Differences in the Likelihood of Formal
and Informal Saving

Thissection presentsthe descriptive statisticsand reportsthe results
ofthe estimations for the determinants of formal and informal sav-
ing. Figure 2 illustrates how the majority of household heads and
their partners save in cash (50% in urban areas and 82% in rural
ones). Financial institutions do not appear to be very attractive for

5

The survey asks whether households have benefited from the following
programs or aid in the prior 12 months: Families in action, programs
for senior citizens, education programs offered by the Servicio Nacional
de Aprendizaje (SENA), Red Juntos-Unidos, programs of the Instituto Colom-
biano de Bienestar Familiar (ICBF), natural disaster relief, and assistance
for displaced persons.

6 Ttwould be interesting to include variables such as financial education,
and risk and time preferences in this analysis, as done by Di Giannatale
et al. (2015). Unfortunately, the ELCA does not contain these types of
variables. It doescontain however, data on ownership of insurance
policies. We therefore decided to add this variable to the estimation
as a proxy variable for people’s risk aversion.
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Figure 2

WHERE DO YOU MAINLY SAVE ?
Percentage of responses, second round year 2013

URBAN RURAL

In an employees’
fund or cooperative
Others 1
2 In roscas
0

Others
1

In roscas

In banks

emplg)?ei?’ In banks or ﬁn'al'lcial
i entities
or coope or ﬁn.apaal .
entities

27

Source: ELCA.

savers, given that only 27% of urban individuals and 16% of rural
ones report saving in such establishments.

Inlight of the small percentage of savers in banks or financial in-
stitutions, we investigate the reasons why people do not use those fi-
nancial intermediaries. Their motives include supplyand demand
side aspects. Among the supply factors, which are related to access
to financial products, the ELCA delves into aspects related to the
costs and yields of products, as well as the paperwork required. On
the demand side, the surveyasks about barriers associated to alack
oftrustininstitutions, lack of knowledge regarding the procedures
to access products, and lack of resources for saving.” Figure 3 pres-
ents the main reasons why individuals do not save in financial insti-
tutions. In urban areas, 32% of people argue they have very little
money for saving, 19% report not saving because of high handling
fees and commissions, 14% state that the yields are not good, and

7 For further details on the barriers to saving, see Di Giannatale and
Roa (2016).
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Figure 3

REASONS FOR NOT SAVE IN THE FINANCIAL SYSTEM
Percentage of responses, second round year 2013

60 57.6

50 7

40 - Urban

394 M Rural
30
90 - 19.0
11.5 110 11.7
10 1 . 7.2 6.4
: , T e

Having very little High handling fees Yields Do not trust
money for saving and commissions are not good  in the financial sector

Source: ELCA.

12% say they do not trust the financial sector. In rural areas, 57% of
people argue they do not have money to save, followed by 12% who
say they do not save because handling fees are too high.

Finally, figure 4 shows that people from both areas mainly save
forold age, education, and emergencies. Besides those categories,
in urban areas, purchasing a home is one of the most important
reasons, whileinruralareas, health and paying debtsareincluded
among the most important reasons for saving.®

We now study the possible determinants of the likelihood that
peoplesaveinabank or employee fund (formal), orin cash or ros-
cas (informal). We estimate the following equation for each type
of saving:

E Saves_in; =ay + oy Xy ; +ag Xy +a3Xs; +¢;,

8 It should be pointed out that people can report several reasons for
saving in the survey.
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Figure 4

PRINCIPAL REASON FOR SAVING
Percentage of responses, second round year 2013

60 7
50.1
40.2
40
90 - 19.9 20.3
15.8 16.2 16.2 16.7
10.7
4.4l 5'4 3.7
0 T T . T T T
Health Pay Purchase  Education For future Emergencies
debts a house and old age

Urban [l Rural

Source: ELCA.

where Saves_in is a binary variable that takes the value one if per-
son isaves in a bank, an employee fund, cash, or roscas, and zero
ifnot. X;; y Xy; are defined asin equation 1and Xj; includes the
reasons given for saving by person ¢ (e.g. purchasing a home, pur-
chasing other assets, emergencies, or paying debts).

Table 2 shows the marginal effects of the estimations.” As can
beseen,inurbanareas, people under 37years ofage are less likely
to save in banks than the reference group, while the 38 to 47 age
group are more likely to save in roscas. In rural areas, people over
theage of 58 are more likely to save in banks than otherage groups,
while they are less likely to save in cash.

In urban areas, being male increases the probability of saving
in banks (6%) and decreases that of saving in roscas (5%), while in

 The estimations were also performed for the sample of people in em-
ployment. For matters of space, these results are not presented here,
but are available upon request.
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ruralareasitincreases the probability of savingin banks (5%) and
decreases that of doing so in cash (6%). As for marital status, in ur-
ban areas being married or separated increases the probability of
saving in employee funds, as compared to people who are single
or widowed, and decreases the likelihood of saving in banks. Edu-
cation is a variable highly correlated to saving, as analyzed in the
previous section. In particular, education increases the probabil-
ity of saving in financial institutions in both areas, but decreases
the probability of saving in cash and in roscas. That is, education
fosters formal saving and discourages informal saving.

Inurbanandruralareas, the highestincome quintilesare more
likely to save in a bank and less likely to do so in cash than quintile
1. Hence, higher income households are more likely to save in the
formalsectorthaninthe informalsector. Asthe size of household
increases, the probability of saving in abank declines. Meanwhile,
homeowners have a higher probability of saving in banks in rural
areas.

Household heads or partners in urban areas that report saving
for old age do so mainly in employee funds. Moreover, those who
save to purchase ahome are more likelyto dosoin the formal sector
and lesslikelytodosoin cash. Thismightbebecauseitrepresentsa
major investment for people and financialinstitutions can be safer.
Meanwhile, those who save for emergencies prefer to dosoin cash
(thisincreasesthe probability by 11%), and to alesser extend in ros-
cas (this decreases the probability by 8%). This might be aresult of
the fact that roscas generally have specific aims and restrictions
for using or withdrawing money. In rural areas, those who save to
purchase a home are the most likely to do so in banks (37%), and
theleastlikelyto dosoin cash (30%). Onthe other hand, saving for
emergenciesisdonein cash (thisincreases the probability by 6%).

Remittances from abroad increase the likelihood of saving in
banks by 183% in rural areas. The latter is an expected result given
that international transfers are generally made through financial
institutions. Finally, risk aversion increases the probability of sav-
inginthe formalsector, and decreases that of saving in cashin both
urban and rural areas.
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6. CONCLUSIONS

This paper performs an empirical analysis of the saving behavior
of middle and low-income individuals in urban and rural areas of
Colombia using the second round of the ELCA conducted in 2013.
Tothisend, weanalyzed factors that affect the probability of saving
of household heads or their partners, and assessed the possible de-
terminants of the likelihood of a person saving in the formal or in-
formal sector.

The results show that the likelihood of saving increases with the
level of education, income, and home ownership. It is worth men-
tioning that education is of major importance, especially in rural
areas where around 80% of individuals in the sample have five or
lessyears of education. The results therefore show that people of all
educationlevelsinruralareasare morelikely to save than those with
primary education or less. Saving can be encouraged by running
financial education campaigns with simple fast-impact behavioral
interventions that encourage changes in the attitudes of low- and
middle-incomeindividuals towardsspending theiravailable income
inacontrolled and responsible manner. Forinstance, as mentioned,
mentalaccounting could be complemented by the peer-pressure ef-
fect to help mitigate common behavioral biases among individuals
when making financial decisions. We also observe how labor mar-
ket participation increases the probability of saving in both areas.
Thus, policies targeted at fostering formal employment and social
securityinclusion could enable householdstoincrease their savings
(Bebczuketal., 2015).

An examination of the differences between formal and informal
saving highlights that 50% of people in urban areas and 82% in ru-
ral ones save in cash. The estimations also show that education and
incomeincrease thelikelihood of savingin banksand decreasesthat
of'saving in cash. One type of policy aimed at including families in
the middle and low socioeconomic strata into the financial system
couldinvolve word of mouth to disseminate information withinsuch
communities and help to encourage formal saving (Newman et al.,
2008). Another policy for promoting financial inclusion would be
toreduce the financial costs families incur when saving.

Finally, targeted policies could be considered. Forinstance, given
how the studyrevealsthat being male increases the probability of sav-
ing in financial institutions, a policy designed to promote saving in
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the banking system amongwomen could lead to an overallincrease
insaving. Furthermore, the study demonstrates that the highest in-
come quintiles save more in banks and that a better education also
raises the likelihood of saving in such institutions. Hence, a policy
to encourage saving that focuses on the poorest and least educated
households could contribute to improving the living standard of
such households.

ANNEX

Variables Used in the Estimations
and Descriptive Statistics

DESCRIPTION OF VARIABLES

Variables Description

Endogenous Variables

Saves One if the person saves some of the income
they receive; zero if they do not save.

Saves in the bank One of the person saves in a bank or financial
institution; zero if not.

Saves in a fund One if the person saves in an employee fund;
zero if not.

Saves in cash One if the person saves in cash; zero if not.

Saves in a rosca One if the person saves in roscas; zero if not.

Explanatory Variables

Age 15 to 25 One if the person is aged between 15 and 25;
zero if not.

Age 26 to 37 One if the person is aged between 26 and 37;
zero if not.

Age 38 to 47 One if the person is aged between 38 and 47;
zero if not.
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Age 48 to 57 One if the person is aged between 48 and 57;

zero if not.
Aged over 58 One if the person is aged over 58; zero if not.
Sex One if the person is male; zero if not.
Married One if the person is married or cohabiting;
zero if not.
Separated One if the person is separated; zero if not.
Widowed One if the person is widowed; zero if not.
Single One if the person is single; zero if not.
No education One if the person has no formal education;

zero if they do.

Primary education ~ One if the highest education attained by the
household head is basic/primary level; zero

if not.
Middle school/ One if the highest education attained by the
high school household head is middle /high school; zero
if not.
Technical / One if the highest education attained by the
technological household head is technical with or without
education a degree, or technological with or without a

degree; zero if not.

Higher education One if the highest education attained by the
household head is university with or without
graduation, postgraduate degree with or
without graduation; zero if not.

Household income  Total household income consisting of labor and
non-labor income. An alternative definition
was used for rural areas that also included
other payments received by the household
besides wages (food, housing or education
subsidies, or food or transportation benefits,
or family allowance) and net profits or fees
generated by their activities.
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Variables

Description

Household size

Homeowner

Labor market
participation

Saves for the future
and old age

Saves for education

Saves to purchase a
home

Saves to purchase
other assets

Saves for
emergencies

Saves to pay debts

Remittances from
Colombia

Remittances from
abroad

Government
programs

Insurance

The number of people in the person’s
household.

One if the person’s household is a homeowner
(fully paid for or being paid for); zero if not.

One if the person participated in the labor
market; zero if they do not.

One if the person saves for the future and old
age; zero if not.

One if the person saves to pay for their
children’s or own education; zero if not.

One if the person saves to purchase a home;
zero if not.

One if the person saves to purchase other
assets; zero if not.

One if the person saves for emergencies; zero
if not.

One if the person saves to pay debts; zero if not.

One if the person’s household received
support in money and /or in kind from family
members or friends living in Colombia; zero
if not.

One if the person’s household received
support in money and /or in kind from family
members or friends living abroad; zero if not.

One if the person’s household received or
benefitted from the following programs or
support: Families in action, programs for
senior citizens, SENA education programs, Red
Juntos-Unidos, ICBF programs, natural disaster
relief, and assistance for displaced persons;
zero if not.

One if members of the household have some
type of insurance; zero if not.
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