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Why are there such large differences in saving rates across countries? Conven-
tional economic analyses have not been successful in explaining international
saving differences, so economists have sometimes suggested that national saving
differences may be explained by cultural differences. This paper tests the hypothesis
that cultural factors influence saving by comparing saving patterns of immigrants
to Canada from different cultures. Using data from the Canadian Survey of Family
Expenditures, we find no evidence of cultural effects on saving.

I. INTRODUCTION

For most of the postwar period the American national saving
rate has been low by international standards. From 1970 to 1985
the average gross national saving rate in the United States (about
14 percent) was the lowest of any industrialized country and was
less than half that of Japan (31 percent).! Why are there such large
differences in saving rates across countries?

Many explanations have been proposed, including the effects
of demographics, varying levels and growth rates of national
income, disparate social security systems, dissimilar tax systems,
and housing price differentials. In a representative recent study
Bosworth [1993] examines many of these hypotheses and con-
cludes that, aside from the growth rate of income, the variables he
examines ‘“‘appear to do very little to explain variations in rates of
saving across countries [p. 78].”°2 Of course, problems of measure-
ment (what is the correct statistic for summarizing a nation’s
social security system?), endogeneity (does growth cause saving or

*We are grateful to Olivier Blanchard, Stanley Engerman, Bruce Fallick, Bruce
Hansen, Kevin Hassett, Hanan Jacoby, Masao Ogaki, Andrew Oswald, Adrian
Pagan, Rangarajan Sundaram, and especially Lawrence Summers and Stephen
Zeldes for helpful comments. We owe special thanks to Mr. Ulysse Nevraumont at
Statistics of Canada, who was kind enough to recategorize the immigrant groups in
the 1982 Survey of Family Expenditures tape into the format of the 1986 tape. All
errors are our own. The opinions expressed in this paper do not necessarily reflect
the views of the Board of Governors of the Federal Reserve System.

1. These saving rates are calculated using data from Summers and Heston
[1988]. The figures cited are from Table I, which is described in Section I of the
paper.

2. For a detailed discussion of the evidence on the determinants of cross-
country saving rates, see Bosworth [1978], pp. 62-80.
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does saving cause growth?), omitted variables (how does income
uncertainty vary across countries?), and even accounting (see
Hayashi [1986, 1989]) are formidable. But because he is unable to
find a satisfactory economic explanation for international variation
in saving rates, Bosworth echoes a suggestion that has often been
made but rarely tested—that national saving disparities may
partly reflect cultural effects: perhaps people in different countries
simply have different intrinsic tastes for saving.

Because ‘‘national culture” is an unobserved variable, the
hypothesis that national saving rates vary for cultural reasons is
essentially untestable using cross-country aggregate data. This
paper instead seeks evidence about whether cultural factors influ-
ence saving behavior by comparing saving patterns of immigrants
to Canada from countries with different saving rates. For example,
if the high Japanese saving rate is primarily a cultural phenome-
non, and if Japanese immigrants to Canada retain part of their
Japanese culture after moving to Canada, then Japanese immi-
grants might have higher saving rates than immigrants from
countries with saving rates lower than Japan’s.3

Our analysis is limited by the available data. The ideal data set
would contain saving and wealth data for a large sample of
native-born citizens and immigrants and, for immigrants, informa-
tion on the country of origin and the date of immigration. The best
data we have been able to find is in the Canadian Surveys of Family
Expenditures (SFEs), which contain data on saving for a represen-
tative sample of the Canadian population. For immigrants the
country of origin is not specifically identified, but the region of
origin is reported as one of the following: North and West Europe
(with the United States), South and East Europe, China and
Southeast Asia, other Asia, and other countries not contained in
the preceding groups. We assume that there are cultural similari-
ties among the countries in each of these groups, and examine
whether saving patterns differ for immigrants from different
groups.

We find that saving patterns of immigrants do not vary
significantly by place of origin. Our findings thus provide no

3. A similar methodology is widely used in epidemiology to examine ethnic
differences in disease patterns. For example, Hughes, Lun, and Yeo [1990] report
that Indians have higher mortality rates from ischemic heart disease than Chinese
and Malays in Singapore. Of course, culture is more mutable than ethnicity; we
shall postpone until Section II a discussion of what we mean by culture and the
extent to which immigrants might be expected to bring with them cultural attitudes
formed in their host country.
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support for the view that cultural effects are an important reason
for the variation in saving rates across countries. However, we do
find evidence that, independent of their origin, recent immigrants
save less than Canadian-born citizens, and that over time the
distinction between the behavior of immigrants and that of native-
born citizens diminishes.

Our central methodological assumption is that immigrants
bring with them at least some of the attitudes of their home
culture. Ifimmigrants to Canada are entirely unlike their compatri-
ots who remained home, their behavior will not be illuminating
about whether cultural effects explain international saving differ-
entials. However, we do find evidence that immigrants differ from
each other in characteristics other than saving behavior, and in
ways that reflect attitudes often attributed to their cultures. For
instance, we find that Asian immigrants spend considerably more
on education. Given that some culturally based differences in
behavior of immigrants do appear to exist, we believe that our test
is reasonable a priori. And given that the immigration-selection
bias (and the limited size of our sample of immigrants) should work
to prevent us from finding an immigration effect, if we had found
differences in saving by place of origin we believe that we would
have been justified in attributing those differences to cultural
effects. We therefore hope that our methodological approach can
provide a useful framework for future research on cultural effects
on saving and other behavior.

The rest of the paper is organized as follows. Section II
demonstrates that aggregate saving rates do differ across the
groups of countries distinguished in the SFE. Section III describes
our theoretical model and derives the empirical estimating equa-
tion. Section IV presents the empirical results, and Section V
concludes.

II. INTERNATIONAL SAVING DIFFERENTIALS

The SFE divides immigrants’ countries of origin into the
groups listed in the introduction.* Although saving rates certainly
differ across countries, there is nothing to guarantee that average
saving rates are distinct across the country groupings chosen by
the SFE. In this section we demonstrate that aggregate average

4. The Other Asia group includes the Philippines and South Asian countries
(predominantly India). The immigrants in the SFE do not include temporary
residents who might have different saving objectives.
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saving rates do indeed vary significantly across SFE country
groups.

Table I presents the gross national saving rates for the
countries from which a large proportion of the immigrants in our
data set came. Using data from Summers and Heston [1988], the
national saving rate for each country is calculated as the ratio of
gross domestic product minus private and public consumption
expenditures to gross domestic product. The figures reported are
the averages for the period 1970 to 1985. The second column
reports the ratio of each country’s average GDP per capita from
1970 to 1985 (measured in 1980 international prices) to average
GDP per capita from 1970 to 1985 in the United States.

The table also reports the average saving rates for the groups
of countries distinguished in the SFE, where each country is
weighted approximately by the proportion of Canadians in our
sample who are immigrants from that country.5 The weighted
average saving rate for the Southeast Asian countries is 31 percent,
while the average saving rates for the other groups are all around
20 percent, so at least the point estimates of saving rates diverge
substantially between some of the SFE country groups.

The bottom panel of the table presents a formal test of
whether saving rates are statistically distinct across the country
groups in question, after controlling for economic variables that
are known to help explain cross-country saving variations. Bos-
worth [1993] found that among the variables he considered, the
growth rate of income was the most useful in explaining aggregate
cross-country saving differentials. Carroll and Weil [1993] found
that the growth rate and the initial level of income were both
statistically significant. We therefore ran a regression of saving

5. Our exact procedure was as follows. From Census Canada [1988] we
collected data for the number of immigrants from the United States. This source
does not provide detailed data on the population of immigrants from most other
countries. However, Census Canada [1989] provides data on the immigrant
population by detailed ethnic group rather than country of origin. For example, an
ethnically Pakistani immigrant who was born and raised in Great Britain is
identified as Pakistani. One remaining problem is that immigrants from Hong
Kong, Taiwan, and mainland China are all identified as of Chinese ethnicity, so this
source does not contain sufficient information to provide weights for Hong Kong
and Taiwan. For those two countries we calculated relative weights by summing the
data on the flow of immigrants from Hong Kong and from Taiwan in the Canada
Yearbooks from 1972 to 1988, a period during which the large majority of Hong
Kong and Taiwanese immigrants in Canada arrived in the country. Our final
weights were then adjusted so that the group weights in our aggregate S};ta matched
the proportions of households from those groups in the SFE data. The exact weights
useg, along with further details on their construction, are available from the
authors.
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TABLE I
GROsS NATIONAL SAVING RATEs (1970-1985)
(GDP - C - @) Per capita GDP
Country GDP U. S. per capita GDP
Canada 0.23 0.94
North and West Europe and U. S. 0.19
United States 0.14 1.00
United Kingdom 0.19 0.67
Denmark 0.18 0.83
Finland 0.26 0.69
Iceland 0.23 0.80
Norway 0.33 0.85
Ireland 0.18 0.35
Sweden 0.22 0.78
Germany 0.24 0.80
Austria 0.25 0.67
Belgium 0.21 0.76
France 0.22 0.79
Netherlands 0.22 0.75
Switzerland 0.25 0.88
South Europe 0.20
Greece 0.15 0.35
Italy 0.22 0.57
Spain 0.22 0.50
Portugal 0.16 0.31
Southeast Asia 0.31
Japan 0.31 0.67
Korea 0.23 0.19
Taiwan 0.30 0.22
Hong Kong 0.32 0.53
Other Asia 0.18
Philippines 0.20 0.12
Pakistan 0.10 0.19
India 0.18 0.05
Saving rate panel regression results®
Type Y;/Yys & p-value R2
Unweighted 0.0008 0.2682 0.0001 0.3838
(4.90) (3.24)
Weighted 0.0015 0.1859 0.0001 0.3088
(7.24) (3.47)

Note. Figures in parentheses are ¢-statistics.

a. G denotes government consumption expenditures. In calculating saving rates, we used data valued in the
countries’ own domestic prices. In calculating the GDP gap, we used figures measured in 1980 relative
international prices. (Source: Summers and Heston [1988]).

b. Y; and g; denote the level and growth rate of real GDP per capita for country i. The p-value is for the
hypothesis that the coefficients for all four immigrant group dummies are equal.



