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Abstract
In recent years, as longer time series of cross-sectional household surveys have become available, it has become possible to look at the consumption and saving behavior of birth cohorts in a number of developing and developed economies. The cohort evidence is singularly appropriate for the analysis of life-cycle models of consumption because, at least in its simpler forms, the life-cycle hypothesis (LCH) predicts that the cohort average of the logarithm of consumption in any year can be additively decomposed into a time-invariant cohort effect and an age effect, both of which can be readily recovered from the cohort data by linear regression on dummy variables. The results of these cohort level analyses have not been favorable for the LCH interpretation of the international correlation between growth and saving. According to this, higher rates of economic growth drive up rates of national saving by expanding the lifetime resources of younger generations, who are saving, relative to the lifetime resources of older generations, who are dissaving. While it is typically possible to interpret the cohort results in a way that is consistent with the LCH, it is a good deal harder to rescue the prediction that higher growth means higher national saving rates, or at least that the effect is large enough to be consistent with the international relationship in which a one percentage point increase in the rate of per capita growth is associated with a roughly two percentage point increase in the saving rate. In Section 1, we review existing cohort studies from a range of rich and poor countries, and also present new results for Indonesia. This evidence shows no strong negative relationship between saving rates and age, so that when higher growth redistributes lifetime resources towards the young, the effect on savings is modest, and in some cases even negative.

Suggested Citation


	 Angus Deaton & Christina Paxson, 1998.
 "Saving and growth: another look at the cohort evidence,"
Working Papers 
225, Princeton University, Woodrow Wilson School of Public and International Affairs, Research Program in Development Studies..



Handle: RePEc:pri:rpdevs:deaton_paxson_saving_and_growth_among_individuals_and_households_res.pdf



 as



HTML
HTML with abstract
plain text
plain text with abstract
BibTeX
RIS (EndNote, RefMan, ProCite)
ReDIF
JSON

 





   

  
    Download full text from publisher


       
       File URL: https://rpds.princeton.edu/sites/rpds/files/media/deaton_paxson_saving_and_growth_among_individuals_and_households_res.pdf
Download Restriction: no

--->

Other versions of this item:

	 Deaton, A. & Paxson, C., 1998.
 "Saving and Growth: Another Look at the Cohort Evidence,"
Papers 
182, Princeton, Woodrow Wilson School - Development Studies.







  References listed on IDEAS



 as



HTML
HTML with abstract
plain text
plain text with abstract
BibTeX
RIS (EndNote, RefMan, ProCite)
ReDIF
JSON

 




	  Tullio Jappelli & Franco Modigliani, 2006.
"The Age–Saving Profile and the Life-Cycle Hypothesis,"
Chapters, in:  Lawrence R. Klein (ed.), Long-run Growth and Short-run Stabilization, chapter 2,
Edward Elgar Publishing.

	 Tullio Jappelli & Franco Modigliani, 1998.
 "The Age-Saving Profile and the Life-Cycle Hypothesis,"
CSEF Working Papers 
09, Centre for Studies in Economics and Finance (CSEF), University of Naples, Italy.








	  Barry Bosworth & Gary Burtless & John Sabelhaus, 1991.
"The Decline in Saving: Evidence from Household Surveys,"
Brookings Papers on Economic Activity, Economic Studies Program, The Brookings Institution, vol. 22(1), pages 183-256.

	  Gersovitz, Mark, 1988.
"Saving and development,"
Handbook of Development Economics, in:  Hollis Chenery & T.N. Srinivasan (ed.), Handbook of Development Economics, edition 1, volume 1, chapter 10, pages 381-424,
Elsevier.

	  Fry, Maxwell J & Mason, Andrew, 1982.
"The Variable Rate-of-Growth Effect in the Life-Cycle Saving Model: Children, Capital Inflows, Interest and Growth in a New Specification of the Life-Cycle Model Applied to Seven Asian Developing Count,"
Economic Inquiry, Western Economic Association International, vol. 20(3), pages 426-442, July.

	  James M. Poterba, 1994.
"International Comparisons of Household Saving,"
NBER Books,
National Bureau of Economic Research, Inc, number pote94-1, May.

	  Paxson, Christina, 1996.
"Saving and growth: Evidence from micro data,"
European Economic Review, Elsevier, vol. 40(2), pages 255-288, February.

	 Christina Paxson, 1995.
 "Saving and Growth: Evidence from Micro Data,"
NBER Working Papers 
5301, National Bureau of Economic Research, Inc.








	  Angus S. Deaton & Christina Paxson, 1994.
"Saving, Growth, and Aging in Taiwan,"
NBER Chapters, in:  Studies in the Economics of Aging, pages 331-362,
National Bureau of Economic Research, Inc.

	 Deaton, A.S. & Paxson, C.H., 1992.
 "Saving, Growth, and Aging in Taiwan,"
Papers 
161, Princeton, Woodrow Wilson School - Development Studies.


	 Angus Deaton & Christina H. Paxson, 1993.
 "Saving, Growth, and Aging in Taiwan,"
NBER Working Papers 
4330, National Bureau of Economic Research, Inc.







	  David A. Wise, 1994.
"Studies in the Economics of Aging,"
NBER Books,
National Bureau of Economic Research, Inc, number wise94-1, May.

	  Orazio P. Attanasio & Hilary Williamson Hoynes, 2000.
"Differential Mortality and Wealth Accumulation,"
Journal of Human Resources, University of Wisconsin Press, vol. 35(1), pages 1-29.

	 O. Attanasio & H. W. Hoynes, "undated".
 "Differential mortality and wealth accumulation,"
Institute for Research on Poverty Discussion Papers 
1079-96, University of Wisconsin Institute for Research on Poverty.


	 Orazio P. Attanasio & Hilary W. Hoynes, 1995.
 "Differential Mortality and Wealth Accumulation,"
NBER Working Papers 
5126, National Bureau of Economic Research, Inc.







	  Andrew Chesher, 1997.
"Diet Revealed?: Semiparametric Estimation of Nutrient Intake–Age Relationships,"
Journal of the Royal Statistical Society Series A, Royal Statistical Society, vol. 160(3), pages 389-428, September.

	  Nancy Jianakoplos & Paul Menchik & Owen Irvine, 1989.
"Using Panel Data to Assess the Bias in Cross-sectional Inferences of Life-Cycle Changes in the Level and Composition of Household Wealth,"
NBER Chapters, in:  The Measurement of Saving, Investment, and Wealth, pages 553-644,
National Bureau of Economic Research, Inc.

	  Andrew Chesher, 1998.
"Individual demands from household aggregates: time and age variation in the composition of diet,"
Journal of Applied Econometrics, John Wiley & Sons, Ltd., vol. 13(5), pages 505-524.



Full references  (including those not matched with items on IDEAS)




    
Citations


Citations are extracted by the CitEc Project, subscribe to its RSS feed for this item.



 as



HTML
HTML with abstract
plain text
plain text with abstract
BibTeX
RIS (EndNote, RefMan, ProCite)
ReDIF
JSON

 






Cited by:
	 Attanasio, Orazio P. & Székely, Miguel, 1998.
 "Household Savings and Income Distribution in Mexico,"
IDB Publications (Working Papers) 
1299, Inter-American Development Bank.

	 Jaime Saavedra-Chanduví & Martin Valdivia, 2000.
 "Household and Individual Decision-Making Over the Life Cycle: A First Look at Evidence from Peruvian Cohorts,"
Research Department Publications 
3122, Inter-American Development Bank, Research Department.

	 Jere R. Behrman & Suzanne Duryea & Miguel Székely, 1999.
 "Aging and Economic Opportunities: Major World Regions around the Turn of the Century,"
Research Department Publications 
4180, Inter-American Development Bank, Research Department.

	 Behrman, Jere R. & Duryea, Suzanne & Székely, Miguel, 1999.
 "Aging and Economic Opportunities: Major World Regions around the Turn of the Century,"
IDB Publications (Working Papers) 
1306, Inter-American Development Bank.







	  Chiuri, Maria Concetta, 2000.
"Individual decisions and household demand for consumption and leisure,"
Research in Economics, Elsevier, vol. 54(3), pages 277-324, September.

	 Maria Concetta Chiuri, 1999.
 "Individual Decisions and Household Demand for Consumption And Leisure,"
CSEF Working Papers 
26, Centre for Studies in Economics and Finance (CSEF), University of Naples, Italy.








	 Orazio P. Attanasio & Miguel Székely, 1998.
 "Household Savings and Income Distribution in Mexico,"
Research Department Publications 
4152, Inter-American Development Bank, Research Department.

	 Orazio P. Attanasio & Miguel Székely, 1998.
 "El ahorro familiar y la distribución del ingreso en México,"
Research Department Publications 
4153, Inter-American Development Bank, Research Department.

	 Jere R. Behrman & Suzanne Duryea & Miguel Székely, 1999.
 "El envejecimiento y las oportunidades económicas: las principales regiones del mundo al final del siglo,"
Research Department Publications 
4181, Inter-American Development Bank, Research Department.







 
    Most related items

These are the items that most often cite the same works as this one and are cited by the same works as this one.
	 M. Baldini & C. Mazzaferro, 2000.
 "Transizione demografica e formazione del risparmio delle famiglie italiane,"
Working Papers 
366, Dipartimento Scienze Economiche, Universita' di Bologna.

	  David Demery & Nigel Duck, 2006.
"Demographic change and the UK savings rate,"
Applied Economics, Taylor & Francis Journals, vol. 38(2), pages 119-136.

	  Kapteyn, Arie & Alessie, Rob & Lusardi, Annamaria, 2005.
"Explaining the wealth holdings of different cohorts: Productivity growth and Social Security,"
European Economic Review, Elsevier, vol. 49(5), pages 1361-1391, July.

	 Arie Kapteyn & Rob Alessie & Annamaria Lusardi, 1999.
 "Explaining the Wealth Holdings of Different Cohorts: Productivity Growth and Social Security,"
Tinbergen Institute Discussion Papers 
99-069/3, Tinbergen Institute.


	 Kapteyn, Arie & Alessie, Rob & Lusardi, Annamaria, 1999.
 "Explaining the wealth holdings of different cohorts : productivity growth and social security,"
Serie Research Memoranda 
0038, VU University Amsterdam, Faculty of Economics, Business Administration and Econometrics.

	 A. Kapteijn & R. Alessie & A. Lusardi, 2003.
 "Explaining the Wealth Holdings of Different Cohorts: Productivity Growth and Social Security,"
Working Papers 
01-03, Utrecht School of Economics.







	 David Demery & Nigel Duck, 2003.
 "Demographic Change and the UK Savings Rate,"
Bristol Economics Discussion Papers 
03/550, School of Economics, University of Bristol, UK.

	repec:jhu:papers:357 is not listed on IDEAS

	 Börsch-Supan, Axel & Lusardi, Annamaria, 2002.
 "Saving Viewed from a Cross-National Perspective,"
Sonderforschungsbereich 504 Publications 
02-47, Sonderforschungsbereich 504, Universität Mannheim;Sonderforschungsbereich 504, University of Mannheim.

	 BÃ¶rsch-Supan, Axel & Annamaria Lusardi, 2002.
 "Saving Viewed from a Cross-National Perspective,"
MEA discussion paper series 
02024, Munich Center for the Economics of Aging (MEA) at the Max Planck Institute for Social Law and Social Policy.







	 Andersson, Björn, 2001.
 "Portfolio Allocation over the Life Cycle: Evidence from Swedish Household Data,"
Working Paper Series 
2001:4, Uppsala University, Department of Economics.

	  Jonathan A. Parker, 2000.
"Spendthrift in America? On Two Decades of Decline in the US Saving Rate,"
NBER Chapters, in:  NBER Macroeconomics Annual 1999, Volume 14, pages 317-387,
National Bureau of Economic Research, Inc.

	 Jonathan A. Parker, 1999.
 "Spendthrift in America? On Two Decades of Decline in the U.S. Saving Rate,"
NBER Working Papers 
7238, National Bureau of Economic Research, Inc.








	 Börsch-Supan, Axel, 2000.
 "International Comparison of Household Savings Behaviour : A Study of Life-Cycle Savings in Seven Countries,"
Discussion Papers 
595, Institut fuer Volkswirtschaftslehre und Statistik, Abteilung fuer Volkswirtschaftslehre.

	  Jody Overland & Christopher D. Carroll & David N. Weil, 2000.
"Saving and Growth with Habit Formation,"
American Economic Review, American Economic Association, vol. 90(3), pages 341-355, June.

	 Christopher D. Carroll & Jody Overland & David N. Weil, 1995.
 "Saving and growth with habit formation,"
Working Papers 
95-42, Brown University, Department of Economics.

	 Christopher D. Carroll & Jody Overland & David N. Weil, 1995.
 "Saving and growth with habit formation,"
Finance and Economics Discussion Series 
95-42, Board of Governors of the Federal Reserve System (U.S.).


	  Christopher D. Carroll & Jody Overland & David N. Weil, 2000.
"Mathematica code for 'Saving and Growth with Habit Formation' and 'Comparison Utility in a Growth Model',"
QM&RBC Codes
43, Quantitative Macroeconomics & Real Business Cycles.






	  Andrea Butelmann P & Francisco Gallego, 2000.
"Household Saving in Chile: Microeconomic Evidence,"
Journal Economía Chilena (The Chilean Economy), Central Bank of Chile, vol. 3(1), pages 5-24, April.

	 Butelmann, A. & Gallego, F., 2000.
 "Household Saving in Chile: Microeconomic Evidence,"
Papers 
63, Cambridge - Risk, Information & Quantity Signals.


	 Andrea Butelmann & Francisco Gallego, 2000.
 "Household Saving in Chile: Microeconomic Evidence,"
Working Papers Central Bank of Chile 
63, Central Bank of Chile.







	  Paxson, Christina, 1996.
"Saving and growth: Evidence from micro data,"
European Economic Review, Elsevier, vol. 40(2), pages 255-288, February.

	 Christina Paxson, 1995.
 "Saving and Growth: Evidence from Micro Data,"
NBER Working Papers 
5301, National Bureau of Economic Research, Inc.








	 Diane Macunovich, 1999.
 "The Baby Boom As It Ages: How Has It Affected Patterns of Consumptions and Savings in the United States?,"
Center for Policy Research Working Papers 
7, Center for Policy Research, Maxwell School, Syracuse University.

	  Guiso, Luigi & Jappelli, Tullio, 2002.
"Private Transfers, Borrowing Constraints and the Timing of Homeownership,"
Journal of Money, Credit and Banking, Blackwell Publishing, vol. 34(2), pages 315-339, May.

	 Guiso, Luigi & Jappelli, Tullio, 1998.
 "Private Transfers, Borrowing Constraints and the Timing of Homeownership,"
CEPR Discussion Papers 
2050, C.E.P.R. Discussion Papers.


	 Luigi Guiso & Tullio Jappelli, 1999.
 "Private Transfers, Borrowing Constraints and the Timing of Homeownership,"
CSEF Working Papers 
17, Centre for Studies in Economics and Finance (CSEF), University of Naples, Italy.







	  Tullio Jappelli & Franco Modigliani, 2006.
"The Age–Saving Profile and the Life-Cycle Hypothesis,"
Chapters, in:  Lawrence R. Klein (ed.), Long-run Growth and Short-run Stabilization, chapter 2,
Edward Elgar Publishing.

	 Tullio Jappelli & Franco Modigliani, 1998.
 "The Age-Saving Profile and the Life-Cycle Hypothesis,"
CSEF Working Papers 
09, Centre for Studies in Economics and Finance (CSEF), University of Naples, Italy.








	 Hochguertel, Stefan & Ohlsson, Henry, 2012.
 "Who is at the top? Wealth mobility over the life cycle,"
Working Paper Series, Center for Fiscal Studies 
2012:1, Uppsala University, Department of Economics.

	 Hochguertel, Stefan & Ohlsson, Henry, 2012.
 "Who is at the top? Wealth mobility over the life cycle,"
Working Paper Series 
2012:1, Uppsala University, Department of Economics.

	 Stefan Hochguertel & Henry Ohlsson, 2012.
 "Who is at the Top? Wealth Mobility over the Life Cycle,"
Tinbergen Institute Discussion Papers 
12-004/3, Tinbergen Institute.







	  Tullio Jappelli, 2005.
"The life-cycle hypothesis, fiscal policy and social security,"
BNL Quarterly Review, Banca Nazionale del Lavoro, vol. 58(233-234), pages 173-186.

	  Tullio Jappelli, 2005.
"The life-cycle hypothesis, fiscal policy and social security,"
Banca Nazionale del Lavoro Quarterly Review, Banca Nazionale del Lavoro, vol. 58(233-234), pages 173-186.





	 Tullio Jappelli, 2005.
 "The Life-Cycle Hypothesis, Fiscal Policy, and Social Security,"
CSEF Working Papers 
140, Centre for Studies in Economics and Finance (CSEF), University of Naples, Italy.








	  Brugiavini, Agar & Padula, Mario, 2001.
"Too much for retirement? Saving in Italy,"
Research in Economics, Elsevier, vol. 55(1), pages 39-60, March.

	 Luigi Guiso & Tullio Jappelli, 2000.
 "Household Portfolios in Italy,"
CSEF Working Papers 
43, Centre for Studies in Economics and Finance (CSEF), University of Naples, Italy.

	 Guiso, Luigi & Jappelli, Tullio, 2000.
 "Household Portfolios in Italy,"
CEPR Discussion Papers 
2549, C.E.P.R. Discussion Papers.







	 Börsch-Supan, Axel & Ludwig, Alexander & Sommer, Mathias, 2005.
 "Aging and asset prices,"
Papers 
07-29, Sonderforschungsbreich 504.

	 Börsch-Supan, Axel & Ludwig, Alexander & Sommer, Mathias, 2005.
 "Aging and Asset Prices,"
Sonderforschungsbereich 504 Publications 
07-29, Sonderforschungsbereich 504, Universität Mannheim;Sonderforschungsbereich 504, University of Mannheim.

	 BÃ¶rsch-Supan, Axel & Ludwig, Alexander & Sommer, Mathias, 2007.
 "Aging and Asset Prices,"
MEA discussion paper series 
07129, Munich Center for the Economics of Aging (MEA) at the Max Planck Institute for Social Law and Social Policy.







	 HILDEBRAND Vincent, 2001.
 "Wealth Accumulation of US Households: What do we learn from the SIPP data?,"
IRISS Working Paper Series 
2001-01, IRISS at CEPS/INSTEAD.

	 Vincent Hildebrand, 2001.
 "Wealth Accumulation of US Households: What Do We Learn from the SIPP Data?,"
Social and Economic Dimensions of an Aging Population Research Papers 
41, McMaster University.












  
     More about this item
JEL classification:

 	D14 - Microeconomics - - Household Behavior - - - Household Saving; Personal Finance



Statistics

 Access and download statistics




 
    Corrections

    All material on this site has been provided by the respective publishers and authors. You can help correct errors and omissions. When requesting a correction, please mention this item's handle: RePEc:pri:rpdevs:deaton_paxson_saving_and_growth_among_individuals_and_households_res.pdf. See general information about how to correct material in RePEc.
      

      If you have authored this item and are not yet registered with RePEc, we encourage you to do it here. This allows to link your profile to this item. It also allows you to accept potential citations to this item that we are uncertain about.
      
If CitEc  recognized a bibliographic reference but did not link an item in RePEc to it, you can help with this form .

      If you know of missing items citing this one, you can help us creating those links by adding the relevant references in the same way as above, for each refering item. If you are a registered author of this item, you may also want to check the "citations" tab in your RePEc Author Service profile, as there may be some citations waiting for confirmation.
      

        For technical questions regarding this item, or to correct its authors, title, abstract, bibliographic or download information, contact: Bobray Bordelon (email available below). General contact details of provider: https://edirc.repec.org/data/rpprius.html .







          
      

      





      Please note that corrections may take a couple of weeks to filter through
      the various RePEc services.








  
    More services and features

    
      
        
          MyIDEAS

          Follow serials, authors, keywords & more

        
        
          Author registration

          Public profiles for Economics researchers

        
        
          Rankings

          Various research rankings in Economics

        
        
          RePEc Genealogy

          Who was a student of whom, using RePEc

        
        
          RePEc Biblio

          Curated articles & papers on economics topics

        
      

      
        
          MPRA  

          Upload your paper to be listed on RePEc and IDEAS

        
        
          New papers by email 

          Subscribe to new additions to RePEc

        
        
          EconAcademics

          Blog aggregator for economics research

        
        
          Plagiarism

          Cases of plagiarism in Economics

        
      

      

    

    
      About RePEc

      
        
	  RePEc home 

	  Initiative for open bibliographies in Economics

	
        
          Blog 

          News about RePEc

	
        
          Help/FAQ 

          Questions about IDEAS and RePEc

	
        
          RePEc team

          RePEc volunteers

	
        
          Participating archives

          Publishers indexing in RePEc

	
        
          Privacy statement 

	
      

    

    
      Help us

      
        
          Corrections

          Found an error or omission?

	
        
          Volunteers

          Opportunities to help RePEc

	
        
          Get papers listed

          Have your research listed on RePEc

	
        
          Open a RePEc archive

          Have your institution's/publisher's output listed on RePEc

	
	
          Get RePEc data

          Use data assembled by RePEc

	
      

    




  
    
      IDEAS is a RePEc  service. RePEc uses bibliographic data supplied by the respective publishers.
    

  

  
  


















