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An Explanatory Study on the Conditions of Saving Activity and the
Determinants of Savings among Low Income Urban Families in Korea

- A Discussion for the Initiation of Asset Building Policies -
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ABSTRACT : There has been growing interests in asset building policies for low income families with
the initiation of Child Development Accounts. However, research is limited on the actual conditions
of Korean low income families' saving activity and the determinants of their savings. This study
examines the conditions of saving activity and the factors associated with the savings amount among
Korean low income families by using the 7th wave of the Korean Labor and Income Panel Study
(KLIPS) and then discusses what should be considered for the initiation or expansion of asset building
policies. Descriptive, tobit and logistic regression analyses are applied for the study. According to the
findings, about 30-40% of the low income families saved on average 150-200 thousand won per month.
Both tobit and logistic analyses identify the followings as statistically significant factors that effect
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the savings amount of Korean low income families: earned income, non-earned income, total family
expenditure except savings, and the number of the family members. In addition, Marginal Propensity
to Save (MPS) is higher in low income families than in higher income families. Considering the findings
of this study, asset building policies may result in regressive programs which provide more benefits
to less needy families. This problem might be mitigated by applying varying matching rates. Bearing
in mind the higher MPS in low income families, however, further discussion is necessary regarding
whether a new policy is needed to encourage saving behavior among low income families in Korea.

Key Words : low income family, asset building policy, child development accounts(CDS), savings, poverty
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