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Abstract
Purpose: This paper focus on the relationship between the Net National Saving and the
impact of age dependency ratio, worker remittance, gross national income, domestic credit to
private sector with help of econometric tool in the prospective of Pakistan over the period
1992-2012
Design/methodology/approach: The multiple regression model of OLS (Ordinary Least
Square) is used in this paper to check impact of Variables on the dependent variable. The
variable used in this paper are already tested different studies and we have cross validate the
results specially keeping view the Madigan Miller “Life Cycle” hypothesis.
Findings: This paper clearly shows that the pattern of the “Life Cycle” theory can be seen,
that everyone wants to lead a stable life. The saving of young people is more than the old
people and the impact of the domestic credit to the private sector positive and the foreign
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remittance plays a negative part in saving. The growth with respect to the GDP is positive.
Keywords: Net National saving, Pakistan, Life cycle, Age dependency ratio
1. Introduction
National investment funds assume an essential job in the financial advancement of any rising
creating nation, for example, Pakistan, and so forth. Almost certainly, an excessive number of
national funds will build national ventures, which thusly are helpful for the nation in its
monetary development (greatest 1953). Pakistan is an immature nation and is contending
energetically for its future acclaim in the outside world. Without a doubt, their per capita
salary is low contrasted with that of another nation, similar to India, Bangladesh, and so on.
In the good old days, the sparing pattern in Pakistan was low, however since the mid-1990s it
has expanded. Pakistan faces numerous basic issues that make an impediment to the sparing
idea of this nation. Psychological warfare and interior soundness are the most essential issues.
Different countries have saving behavior in different ways in which they can save for further
years thus establishing main reason to do this study (Agarwal 2001, Sarangis and Stewarts
2001). The purpose of this paper is to determine the National saving, credit of domestic in
private sector, similarly compensation of employees and work remittance in growth rate and
dependency of age ratio divide by percentage of age working population and growth national
income also include in its and also finds if these influences shows a important part in saving
attitude of country like PAKISTAN.
2. Literature Review
2.1 Importance of National Saving
Desires can be differed from person to person and places to places (Modigaalani and
Anndo 1963, Dooshi 1994, Eddward ,1996). It cannot be matched with each other similarly
“The life cycle theory discusses about the consumption pattern of an individual, which he
tries to maintain throughout his life. No doubt the saving nature is different from the person
to person and is also different because of the income level of a person”. So nature of person
always be differed from its similarity is impossible very rare chance that it would be matched.
2.2 Different Theories
2.2.1 Saving Impact on Growth Rate
The funds outline their contact with the development payment rate as indicated by the "life
cycle" hypothesis, demonstrating a positive connection between the savings rate and the
development wage. Moderate nature is observed more in young people than in more
established individuals in creative nations (Agrawal 2001). The poor idea of the regular
workers of the economy for the non-working class of the economy is mixed. This relationship
is seen as a mixture, for example, (Leff 1969) appears in its examination that it is a real
association with the created and creative nation.
2.2.2 Saving Nature of Working Class
Other individuals, for example, (Ram 1982, Doshi1999 and Kelly1988) have discovered that
there is a transient connection between the age and moderate behavior of regular workers.
However, (Agrawal 2001) has found a negative effect of these determining factors in the
three Asian nations. The poor idea of the general population also influences when they are
used or when they are not used as (Modigalni 1992), when individuals are used and are at the
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time of their monetary improvement, at that time they save more than when they are old in
the light of the fact that in ancient times they are not able to preserve. They spend only after
retirement, since they do not have an appropriate source of salary.
3. Facts and Figure
3.1 Model description
“The data which are used in this research is considered from the last twenty years from the
1992 -2012 from the WDI (World Development Indicator) website. The model which is
established for this purpose is as follows
OPR +
GNIR +
+
S = + DCP + WRCR + YPR +
The variables which are used in the above equation are derived from the different studies to
see their impact in the case of Pakistan”.
3.2 Variables and Their Proxies
“The dependent variable which is saving is also used by the (Modigliani, 1992) in his studies.
In this paper it is used as the NNS (Net National Saving) and it is actually measured by the %
of GNI (Gross National Income). The independent variable DCP (Domestic Credit to Private
Sector) is measured by the % of GDP. Such as the other independent variable YPR (Age
Dependency Ratio) is measured by the % of the working population, OPR (Age Dependency
Ratio old) is measured by the % of the working population old, GNI (Gross National Income)
is measured by the GNI Growth Rate, M2 (Money and Quasi Money Growth) is measured by
the annual % of the income”.
3.3 Impact of Variables
The pattern of saving in Pakistan was not surprising in the last two decades, and by chance
we investigated the past, we realized that the moderate idea of the general population
diminished towards the initial structure of the fifties. However, step by step increases in
nature the decreases and now the pattern is expanding again in nature. In this exam, the
determinants used to see the effect on the NNS (Net National Savings) and these are, for
example, the WRCR (liquidation of workers and remuneration of the representative's
development rate) negatively affects conservation. GNIGR (gross national income
development rate) positively affects the NNS. For example, the YPR (youth age dependency
ratio) negatively affects the NNS. The DCP (national credit to the private party (% of GNP)
positively affects the NNS.
4. Results and Discussion
“In this study simple regression model is applied to see the impacts of the variables. And also
to see what types of effect we have got with respect to the Pakistan. DCP, WRCR, YPR,
OPR and GNIGR are significant and M2 is insignificant.
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Table 1. Regression on the NNS, DCP, Wrcr, YPR, OPR, GNIGR, M2
NNS

Coef.

An error

t

P>(t)

95% Conf.

Interval

DCP

0.8002567

0.3462432

2.31

0.039

0.046084

1.554447

Wrcr

0.0534714

0.0228384

2.34

0.037

0.003711

0.103232

YPR

0.5679204

0.2000344

2.84

0.025

0.132083

1.003758

OPR

-46.26595

20.35394

-2.27

0.042

-90.6134

-1.91854

GNIGR

0.4368359

0.2149987

2.03

0.065

-0.03161

0.905278

M2

-0.178139

0.1376856

-1.29

0.33

-0.47813

21852

Constants

283.7755

137.0105

2.07

0.061

-14.7447

582.2958

4.1 Correlation
The correlation between independent and dependent variables, individually and as well as
combining to check their relevance between them.
Table 2. Correlation matrix
NNS

DCP

Wrcr

YPR

NNS

1

DCP

0.5464

1

Wrcr

0.3591

-0.2216

1

YPR

-0.2775

-0.3757

-0.2109

OPR

-0.4869

-0.3484

GNIGR

0.5272

0.5969

0.0007

-0.6483

M2

0.0127

-0.0418

0.0665

0.2058

OPR

GNIGR M2

s

1

-0.359 0.8785

1
0.5909
0.0662

1
0.1251

1

4.2 Multicollinearity
For the purpose of checking the multicollinearity in the data researcher applied test with the
help of OLS and verify that data having no multicollinearity because its value is less than
from 5.
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Table 3. Variance inflationary factor
Variable

VIF

1/VIF

YPR

6.09

0.164181

OPR

5.52

0.181252

GNIGR

2.71

0.369584

DCP

1.76

0.567775

Wrcr

1.42 1.3

0.703772

M2

0.766789

Mean VIF

3.13

4.3 Heteroskedasticity
Hottest command use for the purpose of checking the heteroskedasticity the result shows that
it having no heteroskedasticity.
Het test
Breush- Pagan / Cook weisberg test for
Hetroskedasticity
Ho: Constant
variance
Variables: fitted values of NNS
Chi = 1.61
Pron> chi2 = .2043
Generate the different variables for getting the free auto correlation results in regression
which are the error and the large variable of the error; also check the correlation between
them. And also I apply the Durban Watson test for the purpose of checking the auto
correlation in all variables.
By keeping in view the above results we clearly see that to check the different types of error
which occur in the data is no more valid. To check that is there any relationship exists
between the independent variables we apply the M.C (Multicollinearity). We obviously see
that there is not any M.C exists between the independent variables. Then next thing is to test
whether there is any relationship exist between the error terms of the data for this ambiguity
we apply the Durban Watson test and we see that the value is less than the standard value.
Then to check the thing that can disprove our results and that thing is to check that weather is
there any relationship between the error term and the independent variable for this purpose
we apply he HSK (Hetoskedasticity) with the help of Breush Pagan and it is clear that there is
not any HSK exist in the data. We see the impact of the different variables on the NNS and
we clearly see that the DCP, WRCR, YPR, OPR, GNIGR has the significant relationship on
the savings as these variables have their impact in the saving but the M2 quasi money growth
27
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have the negative impact on the saving. We can say that there is an insignificant relationship
exist between them”.
5. Conclusion
In this article the co integration approach of Persan at al (2001) has used to find out
determinants of the net national saving in Pakistan. This model is developed with the help of
a Life Cycle approach that states the main determinant of national saving is an age
dependency ratio and the growth rate per capita income. Our results are obviously based on
the Life Cycle approach. The independent variables used in this paper show their relationship
with the dependent variable. The age dependency ratios as used in this model and used by the
Modigliani and Miller (19992) in their study clearly show the impact on the dependent
variable. In my paper, it shows the negative impact as by the Life Cycle theory relate that the
old age people spent more and the young save more than that. Workers remittance has
negative impact on the savings because of the underdeveloped country like Pakistan, India
the foreign remittance does not play an important part in the saving. The more important the
growth rate of a country with respect to the GDP. The country growth plays an important part
in the saving. If the per capita income of the people is more than they save more. Saving also
depends upon the inflation of a country if there is an unpredictable situation such like the
country in Pakistan, then the country does saving nature of the people cannot be easily
determined. The domestic credit to the private sector also plays an important part. The
limitation of this study is the use specific class of people with respect to certain age limit. In
this the people of age 30 to age 55 is considered for the research. The other limitation is the
use of the statistical technique such as we have used the simple regression in the paper. It is
quite obvious that if we use the latest techniques which are too much common now a day’s
such as the ARDL model, GOURCH model etc., may the results going too changed. If we
add, the more variables and used the other techniques, then it may be possible that our results
may be a little bit differ from the present This study helps to see the past over view of the
saving nature in the Pakistan and help the policy makers to comprehend or modify the
policies with respect to the decision making.
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