.‘ frontiers ‘ Frontiers in Behavioral Economics

‘ @ Check for updates

OPEN ACCESS

EDITED BY
Gerrit Antonides,
Wageningen University and
Research, Netherlands

REVIEWED BY

Jesse Matheson,

The University of Sheffield, United Kingdom
Suchita Srinivasan,

ETH Zurich, Switzerland

Ellen K. Nyhus,

University of Agder, Norway

*CORRESPONDENCE
Kinga Barrafrem
kinga.barrafrema@liu.se

RECEIVED 02 February 2024
ACCEPTED 15 April 2024
PUBLISHED 03 May 2024

CITATION

Barrafrem K, Tinghog G and Vastfjall D (2024)
Behavioral and contextual determinants of
different stages of saving behavior.

Front. Behav. Econ. 3:1381080.

doi: 10.3389/frbhe.2024.1381080

COPYRIGHT

© 2024 Barrafrem, Tinghog and Vastfjall. This
is an open-access article distributed under the
terms of the Creative Commons Attribution
License (CC BY). The use, distribution or
reproduction in other forums is permitted,
provided the original author(s) and the
copyright owner(s) are credited and that the
original publication in this journal is cited, in
accordance with accepted academic practice.
No use, distribution or reproduction is
permitted which does not comply with these
terms.

Frontiersin Behavioral Economics

TYPE Original Research
PUBLISHED 03 May 2024
pol 10.3389/frbhe.2024.1381080

Behavioral and contextual
determinants of different stages
of saving behavior

Kinga Barrafrem®*, Gustav Tinghog'? and Daniel Vastfjall**

tJEDILab, Division of Economics, Department of Management and Engineering, Linkdping University,
Linkdping, Sweden, 2The National Center for Priority Setting in Health Care, Department of Medical
and Health Sciences, Linkdping University, Linkoping, Sweden, *JEDILab, Division of Psychology,
Department of Behavioral Sciences, Linkdping University, Linkoping, Sweden, “Decision Research,
Eugene, OR, United States

Introduction: Saving is a journey, beginning with the critical decision to initiate
the process, take that pivotal first deposit step, and persistently commit to
ongoing savings. However, a lot of saving plans fail already before any deposit is
made, and even if the first deposit is made, long-run success of savings is far from
guaranteed. In this study, we investigate both individual and saving-goal-specific
determinants of successful savings.

Method: We use real-life savings data (N = 2,619 saving goals of 808 individuals)
from a FinTech company in Sweden that helps individuals save for their goals. In
addition, we collect a wide range of individual characteristics related to financial
behavior: individuals’ objective and subjective financial knowledge, self-control,
and information avoidance.

Results and discussion: Our analysis uncovered distinctive patterns at different
stages of the saving process. While objective financial knowledge didn’t correlate
with how much one saves, it was significantly related to the likelihood of
making the first deposit. Furthermore, individuals with high self-control exhibited
greater savings, though self-control was not related to the initiation of saving.
Interestingly, subjective financial literacy and information avoidance showed
no significant association with overall savings behavior. Additionally, our study
indicated that the attainability of goals plays a crucial role in depositing funds,
with more achievable goals having higher deposit likelihoods. Conversely,
ambitious goals, despite their challenging nature, tended to attract more
substantial savings. Our findings, grounded in real-life data, provide valuable
insights into the intricate mechanisms influencing successful saving behaviors,
shedding light on the complexities of financial decision-making and goal pursuit.

KEYWORDS

saving, saving goals, financial decision-making, behavioral finance, self-control,
financial literacy

1 Introduction

The advantages of savings for our wellbeing are widely recognized (Shim et al,
2012). Savings serve as a buffer against negative financial shocks, contribute to
financial security in retirement, empower the pursuit of personal aspirations, and
enhance financial and overall wellbeing (Garcia-Mata and Zerén-Félix, 2022).
Moreover, saving money has been associated with positive lifestyle choices,
including abstaining from smoking and engaging in regular exercise (van
Rooij et al, 2012; Bialowolski et al., 2019; Anvari-Clark and Ansong, 2022).
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Despite the widely recognized benefits of savings, a notable
proportion of individuals do not incorporate saving practices
into their financial habits (Financial Conduct Authority, 2023).
Understanding the mechanisms influencing (un)successful saving
behaviors is thus of utmost importance to help individuals
save. While savings behavior has been extensively studied (see
studies cited in the next section), this study makes a distinctive
contribution to the existing literature by separating different
motivational stages of saving and analyzing behavior using a
unique dataset that combines survey-based measures of individual
characteristics with real-life saving behavior.

In what follows, we use the words savings and discretionary
savings interchangeably. Discretionary savings are goal-oriented:
one needs to decide to put away money to reach a specific goal.
In addition to discretionary savings, Katona (1975) distinguished
two more types of savings: residual savings and contractual
savings. Residual savings are defined as the excess of income over
consumption over a certain period. Residual savings are passive,
individuals do not need to make any active decisions. Contractual
savings are regular contributions made in accordance with an
agreement, such as through life insurance plans or a mortgage
repayment. Individuals might choose contractual savings as a
method of self-discipline. These saving types are not equivalent and
different factors may affect each of them. In this study, we solely
focus on discretionary savings with clearly defined saving goals.

Saving is a journey; one needs to decide to start saving, make the
first deposit, and keep on saving. A lot of saving plans fail already
before any saving deposit is made. And even if the first deposit
is successfully made, this does not guarantee the long-run success
of savings. While there is a lot of room for setbacks, successful
savings require all stages of this process to be completed. Previous
research found that the factors influencing individuals’ decision
to start a new behavior are distinct from those that influence
their decision to continue that behavior (Rothman, 2000). The
choice to initiate a certain behavior is expected to be influenced
by optimistic expectations about future results, while the choice
to maintain the behavior is influenced by satisfaction with the
outcomes experienced so far. Thus, achieving a goal may sometimes
require a long-term process which can be conceptually separated
into initiation and habit-formation stages (Gardner and Rebar,
2019).

By using data from a savings app, the purpose of this study is
to investigate the role of both individual- and saving-goal-specific
determinants of successful savings at different stages of the saving
process. We surveyed users of a Swedish FinTech app that helps
individuals save for their goals. The individuals in our dataset have
already created at least one saving goal, thus taking the first step
in the saving process. We investigate what factors make it more
likely to make the first deposit (initiation stage) and what factors
are related to how much savings one has accumulated (habit-
formation stage). Our dataset consists of survey data on individual
characteristics related to financial behavior: individuals’ objective
and subjective financial knowledge, self-control, and information
avoidance as well as real-life data on saving including characteristics
of savings goal. This comprehensive dataset allows us to better
understand the determinants of successful saving at each stage of
the saving process.
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Our study connects to the literature exploring factors
contributing to the intention-behavior gap related to saving. For
example, Rabinovich and Webley (2007) showed that successful
savers exhibited higher levels of self-control and engaged in more
effective mental accounting strategies compared to individuals who
struggled to adhere to their saving plans. Similarly, Gargano and
Rossi’s (2020) showed that individuals who set specific saving
goals saved more on average than those without such saving
goals. The current study explores in more detail the factors
associated with savings behavior, considering both goal-related
factors and individual characteristics. Furthermore, we adopt a
more nuanced approach to saving, recognizing it as a non-linear
process comprising distinct stages.

2 Theoretical background and
empirical studies

Saving behavior is a multifaceted phenomenon, influenced by
a complex interplay of psychological, behavioral, and situational
factors. The cycle of savings process typically involves several
distinct stages, each characterized by different behaviors, goals,
and considerations. While individual circumstances may vary,
three stages of the discretionary savings process are particularly
prominent. First, is the planning stage wherein individuals
or households set specific savings goals based on short-term
needs (e.g., emergency fund, vacation) and long-term objectives
(e.g., retirement, education, homeownership). Then follows the
initiation stage, wherein individuals make the first pivotal deposit
to a specific saving goal (mental or financial account). Lastly, there
is the habit-formation stage wherein individuals form a routine
of consistently setting aside a portion of income for achieving
savings goals.

2.1 Life-cycle hypothesis

Early economic theories of savings tried to model how savings
change with time. The life-cycle hypothesis as postulated by
Modigliani and Brumberg (1954) forms a cornerstone in the
understanding of savings behavior. This theory posits that people
seek to maintain the same level of consumption over the course of
their lifetimes. To achieve this, individuals will dissave (or borrow
money) early and late in life when their income is relatively low
and save during middle age when their income is relatively high.
However, empirical evidence has shown that the model does a
poor job of explaining real-life behavior. For example, contrary
to the predictions of the life-cycle hypothesis, consumption tends
to decrease post-retirement, and wealth often remains unspent,
being transferred as inheritance (Bernheim, 1987; Borsch-Supan
and Stahl, 1991). In addition, the life-cycle hypothesis assumes that
individuals are farsighted planners without self-control problems.
In turn, it has been shown that individuals struggle with self-
control (Baumeister, 2002), are present biased (Laibson, 1997),
and disconnected from their future self (Hershfield et al., 2011),
contributing to savings behavior that is not in line with life-
cycle hypothesis.
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Building on the foundations of the life-cycle hypothesis, Shefrin
and Thaler (1988) developed the behavioral life-cycle hypothesis
incorporating behavioral anomalies. This model acknowledges that
self-control is difficult and costly to execute, and individuals are
frequently tempted to prioritize immediate consumption over
savings. This creates a conflict between short-sighted “doer” and
far-sighted “planner”—different selves that have different utility-
maximization goals. Furthermore, individuals do not treat money
as fungible, and are more likely to spend money from what
they earmark as “current income” vs. “current assets” or “future
income.” The model takes into account that saving is a complex
task that requires careful planning and self-control to succeed.

2.2 The role of self-control

There is a substantial literature on factors that help people
save. Self-control emerges as a critical element (Laibson et al,
1998), essential for deferring immediate gratification in favor of
long-term goals. As described, the importance of self-regulatory
capacity for achieving consistent saving behavior has a prominent
role in the behavioral life-cycle model. In addition, Strombéck et al.
(2017) showed that individuals with higher self-control are more
financially savvy and have higher financial wellbeing.

Problems with self-control stem from time-inconsistent,
present-biased preferences, which lead individuals to increasing the
weight put on the earlier event as it approaches, when making
trade-off between future events (Loewenstein and Thaler, 1989).
As a result, individuals with time-inconsistent preferences may
initially choose a larger later reward over a smaller sooner reward
when both are in the distant future. But once the smaller sooner
reward gets closer, individuals will prefer the smaller sooner reward.
Similarly, they may initially choose a smaller sooner cost over a
larger later cost when both are in the distant future. But once the
smaller sooner cost gets closer, individuals will prefer the larger
later cost.

O’Donoghue and Rabin (1999) introduced a classification of
individuals based on their awareness of their self-control problems.
They identified time-consistent individuals, who have perfect self-
control and are aware of it, sophisticates who have poor self-control
and are aware of it, and naifs, who have poor self-control but are not
aware of it. Sophisticates seek ways to prevent self-control issues,
such as through pre-commitment, while naifs expect perfect self-
control which often leads to failure in achieving long-term goals
(Ariely and Wertenbroch, 2002). Ashraf et al. (2006) found that
sophisticated individuals are more likely to use saving commitment
devices leading to successful saving results. Furthermore, Mandel
et al. (2017) tested two strategies to improve self-control: pre-
commitment and visualizing potential future outcomes. Their
findings suggest that the effectiveness of these strategies depends
on people’s level of awareness regarding their own self-control.

2.3 Goal setting and attainment

The success of saving can be improved by small changes in the
decision environment. Changwony et al. (2021) found that having
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defined savings goals was associated with more long-term savings.
This is in line with goal-setting theory, suggesting that setting a
specific goal motivates individuals to reach it (Locke and Latham,
1990). Furthermore, in line with mental accounting, savings goals
might alleviate the problem of self-control by making savings
less accessible and thus less tempting for immediate consumption
(Thaler, 1999; Gathergood and Weber, 2014). In a similar vein,
different saving goals can be considered as separate mental accounts
and thus money saved for one purpose (e.g., a vacation) cannot be
spent on another purpose (e.g., to buy a car).

In today’s digital era, there is a growing number of mobile
applications designed to assist individuals in improving their
behavior (e.g., eating more healthy and nutritious meals, exercising
more, saving money). Previous research indicates that using health-
related apps has been associated with increased motivation to
pursue and maintain healthy behaviors (Rabbi et al., 2015; West
et al,, 2017). In the financial domain, the FinTech companies offer
a wide variety of tools for setting and attaining financial goals.
Gargano and Rossi (2020) found that individuals who used a
FinTech app and set specific saving goals were more successful at
building up savings compared to those without specific goals.

Using apps to set and achieve long-term goals suggests that
individuals are sophisticated in their awareness of the internal
conflict between long-term goals and immediate gratification. They
choose tools to help mitigate their self-control problems. Previous
studies have shown that the awareness and valuation of future
outcomes greatly impact individuals’ savings (Hershfield et al,
2011; Bartels and Urminsky, 2015). This indicates that visualization
can be a powerful tool in improving savings. Potentially, creating
a mental (and digital) image of one’s saving goal can increase
motivation and help achieve financial goals, be it long- or short-
term. In addition, being able to self-monitor progress has been
found to successfully motivate individuals to reach their set goals
(Gargano and Rossi, 2020).

2.4 Other factors affecting saving success

In addition to self-control, there is ample evidence that
financial literacy is linked to sound financial behaviors including
accumulation of retirement saving and wealth (van Rooij et al,
2011, 2012) and higher returns on saving (Deuflhard et al,
2019). Financial literacy has been previously defined as the
knowledge and understanding of relevant information concepts
and risks as well as skills, motivation, and confidence to apply
this knowledge (OECD, 2017). Lind et al. (2020) confirmed that
not only objective, but also subjective financial knowledge (i.e.,
financial confidence) can explain sound financial behavior and
financial well-being.

A new line of research within behavioral finance explores the
impact of information processing on sound financial behavior.
Barrafrem et al. (2024) introduced the concept of Financial
Homo Ignorans (FHI) which represents individuals’ tendency to
avoid, neglect, and distort financial information which may be
crucial for sound financial decisions. People might, for instance,
avoid information about how much money they spent, or
what is the cost of their debts. Theory suggests that this type
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of ignorant behavior happens because people want to protect
their identity-based beliefs (Tinghog et al, 2023). Empirically,
Barrafrem et al. (2024) found that high financial ignorance
was positively related with the take-up of high-cost loans
and negatively correlated with sound financial behaviors and
financial wellbeing.

In addition, the characteristics related to saving goals can also
contribute to its success or failure.

People’s saving decisions might be affected by utilitarian
and hedonic considerations depending on the type of good
they are saving for. Utilitarian goods are typically instrumental
and fulfill a specific function (Dhar and Wertenbroch, 2000).
Household appliances are one example of goods with strong
utilitarian attributes. In turn, hedonic goods are more experiential,
purchased out of desire rather than necessity. Vacation trips
are one example of goods with strong hedonic attributes.
Dhar and Wertenbroch (2000) found that consumers are more
likely to give up on a utilitarian good than a hedonic good
if they have to forfeit it and more likely to give up on a
hedonic good than a utilitarian good if they acquire it. This
suggests that if individuals consider their savings goals as a
way of acquisition, they will be more successful in reaching
utilitarian goals. In turn, if they visualize their savings goals as
successfully completed, they will be more successful in reaching
hedonic goals.

Furthermore, Kast et al. (2018) found that people who
save in groups, ie., when their goals are publicly observed
by others who can also monitor their progress and give non-
financial rewards, save more than individuals saving individually.
This finding aligns with prior research that found that peer
effects play a role in financial decisions, including investment
(Bursztyn et al., 2014) and retirement savings (Duflo and Saez,
2002).

3 Methods
3.1 Participants

In collaboration with a FinTech company in Sweden, we
conducted a study with their app users in January 2020. Users were
invited by email to an online survey. The collected data from the
survey was merged with users’ real-life saving behavior (up until
December 2019). The FinTech company provides an app that gives
individuals tools to save for their goals. In the app, all individuals
set up specific saving goals with target value and goal deadlines
and start saving by depositing as much money as they wish and
whenever they want to different goals/accounts. In the app, users
are offered different tools to facilitate savings. For instance, they can
create group goals, i.e., an individual together with their peers can
choose to save for a specific goal (such as a vacation trip). Everyone
from the group saves individually to progress toward a common
goal, but everyone can see how much each of the individuals in the
group has saved toward the goal. In addition, individuals using the
app receive tips and recommendations on how to save more. At
the time when we conducted the study, the app was free of charge.
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In total, we collected information from 808 customers who created
2,619 saving goals (77.6% female, mean-age = 34.1 SD-age = 10.6).

3.2 Materials

3.2.1 Saving-goal characteristics

Kickstarted

We created a dummy variable that took value 1 if a person
made at least one transaction to a saving goal and 0 otherwise. This
was used as an outcome variable to identify the determinants of
kickstarting one’s savings (i.e., making the first deposit).

Net savings

We used total net amount saved (i.e., deposits — withdrawals)
for a goal to measure one’s savings.

Days remaining

This variable measures how many days are left until the self-
imposed deadline for the savings goal.

Target amount

This variable represents what is the savings goal (in
Swedish kronor).

Group goal

Individuals could create group savings goals (e.g., for a vacation
trip together). This meant that each person had their individual
target amount, but one could observe goal progression of other
participants in the savings goal. We use a binary variable to indicate
if a saving goal was a group goal (=1) or not (=0).

Category

Savings goals were classified into one of the following
categories: beauty, celebrations, culture, debt, education, family,
fashion, gifts, home, savings, sports, tech, travel, vehicles, and
unknown. We created a categorical variable that indicates if a goal
belongs to hedonic category (beauty, celebrations, culture, fashion,
gifts, sports, tech, travel), the utilitarian category (debts, education,
family, home, savings, vehicles), or could not be categorized
(unknown) using the distinction made by Dhar and Wertenbroch
(2000).

3.2.2 Individual characteristics

All scales used in this study can be found in the
Supplementary material.

Self-control

We assessed self-control using five items from the Brief Self-
Control Scale (Tangney et al., 2004), and the four items from the
Short-Term Future Orientation Scale (Petrocelli, 2003; Antonides
et al, 2011). Participants responded to statements such as: “I get
distracted easily” on a scale from one to five (1 = completely
disagree, 5 = completely agree). We measured self-control as the
average of the answers to all nine items. The Cronbach’s alpha was
0.85 for self-control.

Information avoidance

We used an eight-item measure of people’s tendency to
avoid learning information developed by Howell and Shepperd
(2016). We adapted the scale to fit financial decision-making. The
Cronbach’s alpha was 0.82 for information avoidance.

Objective financial literacy
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We assessed objective financial literacy using four knowledge-
based questions that assessed participants knowledge about
compound interest, inflation, risk diversification, and relationship
between bond prices and the interest rate (van Rooij et al,
2012). The financial literacy variable can thus take values
between 0 (low financial literacy) and 4 (high financial literacy).

The mean number of correct responses was 2.19 (SD =

1.07) and 7.1% of all participants responded correctly to all
four questions.

Subjective financial literacy

To assess subjective financial knowledge participants were
asked to rate their own financial knowledge on a scale
from 1 to 7 (1 meaning very low, and 7 meaning very
high; Lind et al, 2020). On average participants rated their
1.35). The
correlation between the objective and the subjective financial

subjective financial knowledge as 3.89 (SD =
knowledge was 0.50, suggesting that the two measures of
financial knowledge were related but not identical. However,
we use each of these measures in separate regression to
avoid multicollinearity.

In addition, we collected information about respondent’s

age, gender, income, and whether they completed
higher education.
3.3 Data analyses

After removing 25 individuals who answered the

survey multiple times, the dataset consisted of 2,619 saving
goals from 808 individuals. In the analysis, we used only
savings goals that had a goal deadline in the future (ie.,
we removed 409 finished goals from the dataset). Another
57 saving goals didn’t have a specified target amount for
their goal and hence were excluded as missing data. The
remaining sample consisted of 2,153 saving goals from
781 individuals.

We conducted logistic panel regressions with clustered
standard errors at the individual level to explain whether an
individual kickstarted their savings (i.e., whether they made
at least one deposit). Furthermore, we conducted panel linear
regressions with clustered standard errors at the individual
level to explain net savings conditional on having positive
savings.! We conducted a series of hierarchical models in
which the unit of observation was a saving goal (individuals
had between 1 and 35 distinct saving goals). We explained
the outcome variables with (i) saving-goal characteristics, (ii)
saving-goal characteristics + individual characteristics, and
(iii)
+ demographics.
as follows:

saving-goal characteristics + individual characteristics

The complete regression models are

1 Note that it is possible that someone made the first deposit (Kickstarted
= 1) but the net savings are equal to zero if the savings have been withdrawn
from the savings goal. In this case, such saving goal will not be accounted for

in the regression explaining net savings.
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Kickstarted;y

= Bo + B1 * In (target amount)ig + Ba * group goalig

+B3 * category (hedonic)ig + B4 * category (other)ig + Bs x* self
—control; + Pe * info avoidance; + Py * obj. fin lit; + Bs

s« subj. fin lit; + Bo * female; + B1o * age; + P11

* higher_education; + B12—15 * income_level; + u; + &g

In (Net savings)ig

= Bo + Bi1 * In (target amount)ig + B2 * group goaliy

+ B3 * category (hedonic)l.g + Bu * category (other)ig + Bs * self
—control; + Be * info avoidance; + By * obj. fin lit; + Bg

* subj. fin lit; + Bo * female; + P1o * age; + P11

* higher education; + Pr2—15 * income level; + u; + &,

Where each of the regressors used are explained in section 3.2,
u; is a subject-specific error term, and &g is the error term for
individual i and saving goal g.

4 Results

Table 1 presents descriptive statistics for all variables used
in the study. The FinTech company responsible for the app is
most popular among younger women and this is also visible
in our dataset (Mean age: 34.1; 77.6% females). In addition, we
found that Net savings, Days remaining, and Target amount were
highly skewed and hence we conducted logistic transformation
on these three variables. Furthermore, as the correlation between
logarithmized Days remaining and Target amount was high
(Pearson r = 0.65), we decided to use only logarithm of Target
amount in the regressions.

As a first step in the analysis we conducted Hausman tests to
verify that random-effects models produced consistent estimators
(i.e., that the individual characteristics were not correlated with the
regressors). We did not find evidence to reject the null hypothesis
about consistent estimators in either of the random-effects models
in our analysis [x? = 5.18, p = 0.269 for the regression explaining
Kickstarted and x? = 4.06, p = 0.398 for the regression explaining
In (Net savings)].

4.1 Making a first deposit

Table 2 presents the regression results explaining the likelihood
1) to a defined
saving goal. The likelihood of kickstarting one’s savings was

of making a deposit (ie., Kickstarted

negatively associated with the chosen target amount. Thus,
individuals who set saving goals that are more difficult to
achieve are less likely to approach them. Furthermore, saving
with a group of friends increased the likelihood of making
the first deposit. Choosing a hedonic rather than a utilitarian
goal also increased the likelihood of making a first deposit.
We find that only objective financial literacy was positively and
significantly associated with making the first deposit (column 2),
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TABLE 1 Descriptive statistics for variables used in the study.

10.3389/frbhe.2024.1381080

Variable Min Max Mean SD
Kickstarted 0 1 0.81
Net savings (SEK) 0 77,250 1,832.76 4,919.84
Days remaining —247 28,026 898.33 2,297.12
Target amount 1 20,000,000 102,876.30 677,701.1
Group goal 0 1 0.09
Category

Hedonic 0.32

Utilitarian 0.32

Unknown 0.36
Self-control 1 4.78 3.05 0.73
Information avoidance 1 4.75 1.74 0.67
Obj fin literacy 0 4 2.19 1.07
Subj fin literacy 1 7 3.89 1.35
Female 0 1 0.76
Age 16 68 34.12 10.63
Higher education 0 1 0.49
Income level (monthly)

<10,000 sek 0.04

10,000 sek—20,000 sek 0.18

20,001 sek—30,000 sek 0.30

30,001 sek—40,000 sek 0.28

>40,000 sek 0.20

Kickstarted takes value 1 if an individual made the first deposit to the savings goal and 0 otherwise. Net savings is the difference between deposits and withdrawals to the savings goal. Days
remaining indicate how many days are left until the goal deadline. Target amount indicates how much one needs to save to reach the saving goal. Group goal takes value 1 if individual saves with
their peers for the goal and 0 otherwise. Category describes the motive of the saving goal. Self-control (1 = low self-control, 5 = high self-control), Information avoidance (1 = low avoidance, 5

= high avoidance), Objective financial literacy (1 = low fin lit, 4 = high fin lit), and Subjective financial literacy (1 = low fin lit, 7 = high fin lit) describe the individual characteristics.

but this relationship weakens once we controlled for demographic
variables. Older individuals were more likely to make a first
saving deposit.

4.2 Savings amount

Once an individual starts saving, it is necessary to keep saving
to reach savings goals.

Table 3 presents the regression results explaining the amount
of savings (i.e., logarithm of net savings) to a defined saving
goal. The amount of savings was positively associated with the
chosen target amount; a 1% increase in the target amount was
associated with a 37.6% increase in savings. Furthermore, saving
with a group of friends increased the amount of savings; group
goals, in comparison to individual goals, accumulate about 53.4%
more savings [exp(0.428) = 1.534]. Hedonic goals accumulated
more savings. Hedonic goals, in comparison to utilitarian goals,
attract 32.6% more savings [exp(0.282) = 1.326]. Individuals
with higher self-control saved more; a one-unit increase on the
self-control scale was associated with a 37.4% increase in savings
(exp(0.318) = 1.374). Older individuals saved more, with a 1-year
increase in age associated with an increase in savings by 1.7%
[exp(0.017) = 1.017].
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5 Conclusions and discussion

In this study we analyzed which characteristics of a saving
goal and individual differences are associated with successful saving
behavior. We used data on saving to pre-defined saving goals from
a Swedish FinTech company dedicated to enhancing individuals’
willingness to save money. We find that the characteristics of a
saving goal, such as the target amount, a common goal, or goal
category, are important for an individual’s success in saving. While
a higher target amount might make a saving goal difficult to achieve
and decrease the likelihood to kickstart saving, it may also motivate
individuals who already made the first deposit, to save more.

Our study also highlights the importance of peer effects on
saving success. We find that individuals are more likely to start
saving and save more when their friends are saving for the same
goal. This is in line with Kast et al. (2018) who found that
individuals who participated in a peer group savings program saved
almost twice as much as individuals who did not participate in
this program.

Furthermore, we find that hedonic goals, as opposed to
utilitarian goals, were more successful. This result is in line with
Dhar and Wertenbroch (2000) who demonstrated that when people
make forfeiture decisions, they are more likely to give up on a
utilitarian good rather than a hedonic one. Together with the
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TABLE 2 Panel logistic regression with random effects explaining the likelihood of making a first deposit toward a saving goal.

Variables ) 2) (3) (4) (5)
Ln(target amount) —0.258*** —0.257*** —0.257*** —0.242%** —0.244*
(0.050) (0.051) (0.050) (0.054) (0.054)
Group goal 1.699*+* 1.676™* 1696 1.681%** 1.694***
(0.350) (0.351) (0.351) (0.377) (0.377)
Category = hedonic 0.381** 0.371** 0.374** 0.372** 0.373**
(0.176) (0.177) (0.177) (0.183) (0.183)
Category = unknown 0.127 0.126 0.121 0.111 0.107
(0.163) (0.164) (0.163) (0.167) (0.167)
Self-control 0.102 0.079 0.072 0.054
(0.125) (0.132) (0.135) (0.139)
Information avoidance 0.135 0.139 0.071 0.064
(0.141) (0.143) (0.144) (0.146)
Obj. financial literacy 0.191** 0.157*
(0.084) (0.088)
Subj. financial literacy 0.103 0.054
(0.068) (0.071)
Female 0.148 0.065
(0.228) (0.230)
Age 0.033%** 0.034™*
(0.011) (0.011)
Higher education 0.005 0.060
(0.179) (0.180)
Income = 0.553 0.575
10,000 sek—20,000 sek
(0.433) (0.431)
Income = 0.958™ 0.966™*
20,001 sek—30,000 sek
(0.428) (0.425)
Income = 0.949** 0.963**
30,001 sek—40,000 sek
(0.439) (0.439)
Income = 0.486 0.515
>40,000 sek
(0.456) (0.457)
Constant 4.252%%* 3.284** 3.363%* 2.074* 2.243*
(0.549) (0.800) (0.822) (0.876) (0.898)
Observations 2,153 2,153 2,153 2,047 2,047
Number of individuals 781 781 781 747 747
McFadden’s R-squared 0.070 0.074 0.072 0.142 0.140

Standard errors clustered at the individual level in parentheses. Target amount, Group goal, and Category describe the characteristics of a saving goal. Self-control (1 = low self-control, 5 =
high self-control), Information avoidance (1 = low avoidance, 5 = high avoidance), Objective financial literacy (1 = low fin lit, 4 = high fin lit), and Subjective financial literacy (1 = low fin
lit, 7 = high fin lit) describe the individual characteristics. Reference category for Income is <10,000 sek. There were 34 individuals who did not want to disclose their income and hence were
treated as missing values and removed from analysis in columns 4 and 5.

p < 0.01.

**p < 0.05.

*p<0.1.
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TABLE 3 Panel linear regression with random effects explaining the amount saved to a goal.

Variables ) 2) (3) (4) (5)
Ln(target amount) 0.376*** 0.380*** 0.379*** 0.376*** 0.376***
(0.034) (0.034) (0.034) (0.034) (0.034)
Group goal 0.428** 0.417%* 0.425%* 0.439** 0.440™**
(0.127) (0.124) (0.124) (0.130) (0.130)
Category = hedonic 0.282** 0.256™* 0.258"* 0.229** 0.230"*
(0.113) (0.113) (0.114) (0.114) (0.114)
Category = unknown —0.095 —0.085 —0.086 —0.152 —0.151
(0.129) (0.128) (0.128) (0.129) (0.129)
Self-control 0.318"*** 0.300%"* 0.253%** 0.248"*
(0.089) (0.090) (0.092) (0.092)
Information avoidance 0.050 0.064 0.047 0.052
(0.098) (0.100) (0.105) (0.109)
Obj. financial literacy 0.078 0.003
(0.057) (0.065)
Subj. financial literacy 0.061 0.014
(0.048) (0.050)
Female —0.138 —0.135
(0.165) (0.160)
Age 0.012* 0.012*
(0.007) (0.007)
Higher education 0.444" 0.443"+*
(0.128) (0.127)
Income = 0.528 0.521
10,000 sek—20,000 sek
(0.370) (0.367)
Income = 0.533 0.528
20,001 sek—30,000 sek
(0.357) (0.355)
Income = 0.517 0.507
30,001 sek—40,000 sek
(0.358) (0.353)
Income = 0.534 0.522
>40,000 sek
(0.381) (0.374)
Constant 3.474%* 2211 2.183%* 1.830™** 1.840™**
(0.346) (0.537) (0.559) (0.578) (0.587)
Observations 1,242 1,242 1,242 1,198 1,198
Number of individuals 615 615 615 593 593
R-squared (overall) 0.120 0.129 0.129 0.154 0.154

Standard errors clustered at the individual level in parentheses. Target amount, Group goal, and Category describe the characteristics of a saving goal. Self-control (1 = low self-control, 5 =
high self-control), Information avoidance (1 = low avoidance, 5 = high avoidance), Objective financial literacy (1 = low fin lit, 4 = high fin lit), and Subjective financial literacy (1 = low fin lit,
7 = high fin lit) describe the individual characteristics. Reference category for Income is <10,000 sek. There were 22 individuals with positive savings who did not want to disclose their income
and hence were treated as missing values and removed from analysis in columns 4 and 5.

p < 0.01.

**p < 0.05.

*p<0.1.
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findings from the current study, this suggests that it is easier for
people who already visualized their savings goal to give up on
utilitarian goals rather than hedonic ones. In addition, decisions
regarding hedonic goods are typically driven by emotional wants
rather than functional needs and can be considered affect-rich.
Consequently, when people’s decisions are more influenced by
emotions, saving for a hedonic goal might still be more appealing
than immediate consumption. This holds for both the initiation
and habit-formation stage. In light of previous research on the
hierarchy of saving motives, this result suggests that it is more
difficult to save to cover most basic needs, in comparison to the
needs of esteem or self-actualization.

Our study also contributes to previous research on the on the
importance of self-control in sound financial behavior (Shefrin and
Thaler, 1988; Strombick et al., 2017, 2020). While previous research
has established that self-control is an important factor in saving
decisions in general, we were able to isolate its influence on the
different stages of saving. While self-control played little role in
kickstarting one’s savings, it's effect on the accumulated savings
was substantial.

We find that objective financial literacy is positively associated
with the likelihood of making the first deposit, however this
relationship is much weaker once we control for demographic
variables. In addition, there is no significant association between
financial literacy and accumulated savings. This result suggests that
while financial literacy is relevant for formulating a savings strategy,
it may not be necessarily important for successfully executing and
adhering to the savings strategy. Previous research has found that
individuals with higher financial literacy accumulate more wealth
for retirement (Lusardi and Mitchell, 2007; van Rooij et al., 2012).
The difference between these studies and ours is that, in general, the
participants in our study tend to use the app for smaller and more
short-term saving goals than saving for retirement. While it is likely
that higher financial literacy helps people make plans for long-term
savings that they will consume during their retirement, the role of
financial literacy in achieving smaller financial goals is likely to be
less pronounced.

5.1 Limitations

Although we our dataset is a unique one, it should be
acknowledged that it includes only individuals who have an
intention to save. The users of the Fintech app have already set
up at least one specific saving goal, i.e., they took the first step
to start saving. In addition, our sample consists mainly of young
females, a social group that might significantly differ in their
financial behavior and wellbeing from the “average population.”
For instance, Lusardi (2019) found that women and younger
generations have significantly lower financial wellbeing than men
and older generations. In addition, previous studies show a
persistent gender gap in financial literacy (Tinghog et al., 2021).

In addition, our dataset captures only savings in the app. It is
likely that individuals have more savings in other channels (e.g.,
traditional banks). Consequently, it is possible that the users of the
app feel more motivated to save for hedonic goals with the help of
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the app, while they save for their utilitarian goals (e.g., paying off
debts) somewhere else.

5.2 Policy implications

The process of saving can be complex, and individuals may
encounter struggles at various stages of this process. Theoretical
models, like the life-cycle hypothesis, have traditionally emphasized
long-term smoothing over a lifetime perspective, neglecting the fact
that saving can also serve short- and intermediate-term objectives.
Individuals are rarely as far-sighted as the life-cycle hypothesis
assumes and a life cycle is likely to consist of numerous short-
and intermediate-saving cycles. In turn, each saving cycle consists
of distinct motivational stages: the saving planning stage, the
saving initiation stage, and the saving habit-formation stage. The
understanding of what motivates people at each stage, of the saving
cycle is essential to design more effective policy interventions that
will aim to help people save more. For instance, the findings of
this study suggest that financial education (i.e., increasing financial
literacy) may not be sufficient to help people increase their savings
and we need to find ways to help people learn how to control their
spending impulses and how to set specific financial goals to increase
the likelihood of success.
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