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Abstract

We study the saving behavior of Iranian urban households using surveys data. The sample
is one year of urban household data from expenditure-income surveys. Since the saving
behavior in different deciles may be different, the method of estimating the model is the
quasi-parametric quantile regression which is a quasi-parametric estimator. The model
includes nineteen variables extracted from household characteristics. The results show that
the most important factor affecting the saving rate is income. The higher the individual’s
income, the higher the saving rate. However, for individuals in first decile of saving rates,
the effect of income is greater than the last one. Also tests show that difference in deciles
is significant and the accuracy of the quantile method is accepted. High education level,
the presence of elder, household size, being married, tenant, and having a car reduce the
individual’s saving rate. The relationship between age and savings rate is a cubic function.
The minimum value of this function is in early youth and then increases until the age of
ninety. This is in a way confirming the life cycle hypothesis. No evidence observed for
gender difference on saving rate. Also, for first decile of saving rate, quantile regression
has better goodness of fitting and coefficients have greater value than other deciles. The
robustness of our findings is supported by four complementary regression analyses, all of
which consistently confirm the key results.

Keywords: Saving Rate, Household Characteristics, Quantile Regression, Life Cycle
Hypothesis, Education.

JEL Classification: D91, J12, C21.

1. Assistant professor, Department of Economics, Faculty of Management and Economics, University of Guilan, Rasht, Iran.
Email: ajalilim@guilan.ac.ir

Citations: Jalili Marand, A., (2025). “Modeling the Saving Behavior of Iranian Urban Households: Some Evidence
from Quantile Regression”. Journal of Applied Economics Studies in Iran, 14(54): 173-203. https://dx.doi.org/10.22084/
aes.2025.30565.3770

Homepage of this Article: https://aes.basu.ac.ir/article 6111.html?lang=en


https://creativecommons.org/licenses/by-nc/4.0/
https://orcid.org/0000-0003-2644-9765

Jalili Marand: ©) .-’/L‘{’{/KU/’L—/;; L‘LUW H

1. Introduction

According to neoclassical growth models, savings lead to investment and capital
accumulation, and thus to increased income and national output. the savings rate is an
exogenous variable, playing a decisive role in the equilibrium growth rate. But various
factors affect individual savings from a microeconomic perspective. Based on Modigliani’s
life cycle hypothesis (LCH), consumers target a stable level of consumption throughout
their lives; individuals save during their working years and then spend the savings during
their retirement. Klein (1951) modeled saving behavior using individual data including
income and demographic variables. In this regard, we modeled saving behavior (savings-
to-income ratio) in different deciles. Key variables include household income, age of
household head, square of household head's age, gender, education level, employment
status i.e. employment and unemployment, marital status, owning a house or renting,
owning a car, number of household members, having children, presence of elderly people
and taking a bank loan.

Another issue is whether the saving pattern and the factors affecting it follow median
pattern for all income deciles or whether we witness heterogeneity in the saving behavior
of different deciles. According to the Keynesian saving function, the saving rate decreases
fractionally with increasing income. However, the form and parameters of the function may
behave differently in different deciles. In other words, the variables affecting the saving
rate of people who save more may be different from those who have a low saving rate,

which is one of the objectives of the study to examine this difference and analyze it.

2. Data and Method
The data is the Urban Household Income-Expenditure Survey for 2023. This Survey
includes information on more than 19,000 urban Iranian households. The income includes
all cash revenue of the household, including direct income from work, pensions, income
from real estate rental, interest on bank deposits, interest on investments, and other income
and including transfer payments and even gifts. Therefore, all permanent income and non-
permanent Income household income, as well as cash and non-cash, is included in the
income variable. Also, the expenditures that are in the form of savings are not considered.
The estimation method is quantile regression. Quantile regression is one of the quasi-
parametric estimators. OLS regression is based on the conditional mean of the distribution
of the dependent variable. This method examines the behavior of the mean of the dependent
variable based on the explanatory variables. Quantile regression allows for the analysis of

different deciles or quantiles of the dependent variable separately. The main advantage of



ﬁ M Applied Economics Studies, Iran (AESI)

quantile regression is that in addition to providing information about the median statistics,

it also provides information about the relationship of the dependent variable with the
explanatory variables for marginal data. This becomes more important when the data
distribution does not clearly follow a normal distribution and we see the accumulation of
data frequencies in parts of the distribution and skewness in it. Quantile regression is based
on the absence of the need to assume the normality of the distribution of coefficients and,

unlike OLS regression, requires fewer classical assumptions.

3. Discussion and Conclusion

The results show that as expected, income is one of the main variables in explaining savings
behavior. Also, in different deciles the impact of income is different. For lower deciles (low
savings rates), revenue has a greater impact on savings rates, but for high deciles it has less
income. The age variables, which are actually a test of the theory of life cycle, have been
significant. The age affects saving rate by a cubic; this function reaches its minimum around
the age of 46. Then it increases to the age of 90 and decreases again. Of course, for the first
decile, no age variables are significant. Due to the low savings rate, this decile has no
opportunity to save and her income is only spent on current expenditure.

Gender and the number of children does not affect the savings rate, but the level of
education, the presence of the elderly, the employment status, the type of residence and the
marriage affect the savings. The results show that the level of education has a negative
relationship with the savings rate. In other words, the higher the level of education of the
individual, the lower their savings rate. Highly educated may fixed their consumption to
their social level, leading to increased living costs and thus reducing savings. In addition,
it is likely that educated people will have less precautionary savings than other groups
because of their trust in their job and future revenue.

The presence of elder members reduces the savings rate. People who are tenants also
have a lower savings rate. People who do not have personal housing are expected to
consume less and save more, but the results show the opposite. Perhaps the reason for this
is the increase in the cost of tenant households. Regarding the impact of having a private
car and getting a bank loan, the results indicate that having these two features reduces
household savings.

The next point is the difference between the savings rate deciles. The following general
results can be taken from the model results in different deciles: First, coefficient of
determination in the first decile is higher and reduced by moving to the last decile,

respectively. Estimation for the first decile models saving behavior better than last one. The
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second point is that for most variables the coefficient in the first decile is higher (as
absolute) and reduce by moving to the last decile. Therefore, we see strong evidence on
difference in saving behavior among deciles. And third result is that the income factor is
the most important variable that has been able to model and interpret the savings behavior

in all deciles.
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Tab. 1: Demographic variables for the model

ke Ly a5 % o
NPB Caopyp Age
JPB Sy (o p9d Ol Age2
NPB Gy o py Ol Age3
DS o ) e Al 0 )l Cusp s ST —Coix Gjlre piie | Gender
28 o V Mo 13l 41l yuan I35 Cusy o 51— b gjlome o | Marraigel
Sy Jolb 3 4l o) 2,8 o ) ke A8l 4B S ML L 03,558 b puats g Cunyy oo ST = b (s3lore it .
Marraige2
(ol 292
el clacl oluss Num
Nl o Yh & Jls Ve ol dlass Elder
el J A 45 85eS dlass Child

sl Yl Caw gy 392 Slguly 4 bgrye Jsl (gibme jeite Bl oo (dpazd (sl yuite Jols pgd s

Getd Jdo 5 ] 0dd (x5 Cawl D81 CMpad pdaw Sl plS” o a5 (gl jusio Hlon enen
Iy e gloyusio Canppd ¥ Jodo gy dalgzs Jao 0 jusio cpl 9 Edud gilre yuaio glp a0l <l

VIR WL iy ESVE WV RS
Tab. 2: Educational variables
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Tab. 3: Variable for Employment status
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Tab. 4: Variable for Asset ownership
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Tab. 5: Some descriptive statistics
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Graph. 2: Histogram of savings ratio
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Tab. 6: Estimation result, OIS and Quantile regression
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median quantile regression
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Tab. 7: Comparing the results of estimated model with previous studies.
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Tab. 8: Quantile estimation result at 10th, 50th and 90th percentiles
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