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RURAL HOUSEHOLD SAVINGS BEHAVIOR
IN S0UTH KOREA, 1962-1976%

Savings behavior in high-irncome countries has drawn

s
(0

Substantisgl attention irop etoncmists the Tas5Y severgl

arsrecate or urban hous2hold in-

)

decades, Analysis of
formation in these countries nas led to develobment of
very usafuil theorics anout savines behavior [Hikesell

and Zinser], Dl rEcently, Aowever, hgve 2 3mall
number of styudics been done on Pural household savings

. E 3 Fag. 570 4
in low~income Tountries tAdams, 1372 2D0rop-

riate data has slowed this an2lvsis and made it difri-

been forced to use frafmentarv, croSs-sectional infor-
mation, often rollected for some OLher purpose in order
to shed lizht on ruraz Savines activities. 3ecause of
these datga limitations, researchers also have been
forced to relate savines hehavior laregelv to current

household income., The Paueity of research on this topic

~ 1 A - . Fal) p oI Y . N o
le to confirm o drsopel mvths

/3

has mads ¢ nearly impos
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¥ The Agenzy for International Development provided sup-
vort for this study.



which pervade the development literature about rural
savings behavior: e.ec., rural households are too poor
to save, riaral households sotting more income will

rural nouscholds aro ot

able to derer cratification by postroning consumption,

snd rursl households are insensirtive to savings incen-

tives and coportunities.
Res=arch on rural savings in low-income countries

3 ‘e 4. G~ 1oy - ' - 3} - PR S AGINE S £ N
15 furtner combllcated Ly the adverse effeots ot many

gevernment pollicies on rural nousshold incomes and
low=-income countriss, These Inciuds ooncessional inter-
est rate volicias, produst ani Invut rrices, taves, and
forsign exchange rersulations which result in low incomes
and weax incentives %o save in rural areas, It is im-

possible to answer directly questions about wnat savines

behavior would have been in gz country 1f policiass had

providel mere lncome and stronger saviness incentives in

~ a I

Tural szreas, AOLY Indireci answers are noasible which

Y yae e I -
are arawn f'rom ansz

rural household savings per-
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formance in Shzcze few countries which have allowed rural
incornes o orow substantizlly, and nave also nrovidec

ircentives znd onportunities fop
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Durine the nast dozen Jears, South Korea appears to
. . 1/
have provided a bositive environment for rural savers.=
South Kores alsn 12s ascembled rural household data
through reoresentative Rapa Household neonomy Curvevs
since 1942 Which are rioh enoush in detail and “«1ls0
reliable 2nough to Justify carcryl analvsis of savings
behaviﬂr.; A further advantiace of thqig data is that
time series ag well as cress-sectionagl analysis can be
done on individus) nouseliolds. Mg allows comparison
of savings behavior pegults from Cross-sectional anszlvsis
with time series dita.

In the following discussion we attempt to do two
things. The fipst objective is to\dchment the extent of
voluntary rural household Savings in 3cuth Korea ameng
survey Houseiolde from 144672 oo 14a
is to test g techninue Tecently susmestod oV several re-

searchers fopr €stimating nermanent Nousenhsld incoms from

N < - 2 gy ey Nyt~ 7
cross-sectional dgrens 1

to be reliable, iv will alliow nmore comprenensive analysis

of savings behavion in countries wherpe only cross-sectional

data are availlable,

.

1/ Ancther of Very rew such examples is Taiwan [Ong angd

2/ See Hvun fop more details on these annual surveys carried
out by the Sinistry orf Agriculture andg Fisheries.
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Rural Household Incomes and Savings

The Korean economy as well as the agricultural
sector have grown substantizally since the early 1960's.
Gross naticnal product has incroased by almost 10 percent
per year since 1957 and per carita income in real terns
has gone up nearly sixz-fold. Growth in the acricul-
tural sector has oeen less spectacular but none the

less impressive, siven the very limited land resources
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1670's nhave substantizllv improved farmerc' incomes

and their incentives to save [Brown].
As can be nored in Table 1, averace net real income

5

of the ¥arm EBconomy Survey housenoclds

2
jude

ncecreased two and

U

Fa R AR S o S ~7 - y R T
a half times from 1292 <o 1372, In comparison with
~ . [N T N PP P b - oy sy h 3
other mors develoned countries, nowever, rural incomes

K 2. - B Ly e . -3 - - 3 D
were still aquite luow throuarhout the period. In 1962,

oo ) -, £ e ~ IR 3 2 oo -, - ~ - "’T
average rural fzrm nousesntld income was less than 3600

ner year, orily amounted o oanout 340 per ocanita.
e ~ P . K oy oy - O S e - ool ey Y e b v g
The substantial increazs in incone L LO7H raloed house-
y 2+ - - 4 ] s 7 N SN B " - .-
nold incomes to zatout 167D znd ner canits incones Yo

about 3260. 3y international standuards these rural

ncuseholds zre far from beine affluent.



TABLE 1: Average Household Income
to Save of Farm Economy Survev Households in Korea,

» Consumption Expenditures and Propensity

1962-1976

Net Hmuseholdé/ Average
Household Consumpt fon Gross Propensity
Year Households Income Fxpenditures Savings to Save
(1) (2) (3)=(1)-(2) (4)=(3)/(1)
Number (In 1970 Korean 1,000 Won3 )

1962 1,163 177 150 27 .15
1963 1,161 201 177 24 .12
1964 1,172 204 173 31 .15
1965 1,173 166 157 9 .05
1966 1,180 177 157 20 .12
1967 1,176 190 170 20 -11
1963 1,181 212 176 36 .17
1969 1,180 241 197 44 .18
1970 1,180 259 218 41 .16
1971 1,180 333 235 98 .29
1972 1,182 352 263 89 .25
1973 1,170 369 270 99 .27
1974 2,515 366 242 124 .34
1975 2,517 373 271 102 .27
1976 2,516 444 298 146 .33
SOURCE: Ministry of Agriculture and Fisheries (MAF), Republic of Korea, Report on the Results of

é'/Adjusted to 1970 prices usin
rate of won for a U.s,

Farm Household Economv Survey,

years 1963 through 1977).

E/Includes household payments for taxes and interest.

yearly reports from 1962 to 1976 (Seoul, Korea;

MAF, various

g Tndex of Wholesale Prices of Korea. 1In 1970, the average exchange
dollar was 304.



Although not shown in Table 1, about 20 percent
of household income was vprovided by off-farm earnings

throurchout {he neriod. Chanmes in weather and sovern-
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ment oricinsg nelicies were Importa:

ing major changes in incomes in the mid-19060's, the

hougenold consumptlion expanded with household incomes,

but at a slower rave. This resulted in sharp increases
in household aross savings, especially after the mid-
1960's. The averase propensity Lo save jumped from
only .15 in 1522 to .33 in 1274, Despite relatively
low absolute levals of income, rural nousenolds in

South Xorea nave saved veryv large proportions of their

Without complicated analysis, one can conclude
that 2 major rarv o this increase in expressed savings

resulted from the zxpansion In real household incomes.
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, nowever, incentives and oppor-

mportant factors which help explaln

[arn

tunities to savs gre

vart of szvings Lenavior. Priedman and others have

the suzlity of houscehold income flows also
2¥nlain this behavior. Quzlity mav be

s 38 [P B S . —~ 2 4. , . . ~ s -
incicated o7 the =Ztapility of Lhe Plow or by measures

o o S LR N T TP iy . . _— B S TP S ~
o0 Termanent and transitory comnonents of phe {lows.,

Still other resezrchers arrue that changing characteristics

O

f the household itself may influence consumption-savines

benavior.



The household data

clude information

opportunities on
analysis of the of
manent income,
Major emphasis will bhe
sion on

measuring

sitory income.

Empirical Models

Friedman's

main tenets [Friedman,

sumer's measursd (ok

in a particular

and permancent

bropensities to

dependent of the level

transitory andg ne

A number of

that the

marsinagl

itory income is sreats

of rermanent

have
58 facs

Others
savin

3/ Lee and
nancial

over the 17n7—7> rveriod
savi

voluntary rural

W e by
wnilon
incent
op s
Lients

and vari

the influence of

Fernanent income hypothesic

2 -~ %
insome (%

aonsume

. "o
TOOME T e
atome SOrDaT

used in this study do not in-

sheds mueh lisht on savings
ives.g/ The data dqo 11 ] ow

on cavingsg bohgvior of D
ous nousenold characteristics.

vlaced in the following discus-

pvermanent and tran-

rests on

severagl

These include that a con-

income (Y) and co

out

in-

-~ - -
ComRonents are untorre jated,

consune of trans-

than zero, but less than MPC out

irgued that improved access to fi-
litates in agricultural cooperatives
was an important stimulant to

ngs in South Kores.



Friedman has proposed that permanent consumption be
assumed ejual to measured consumotion (O). Statistically,
the varmanent income hynothesis ecan be stated as,

(1) C =Y o4 bov, 4 e
whers by is the [PC out of transitory income, (by + bo)
is the MPC out of nermanent income, and e is the random
error.

Studies in low-income countries suggest that other
household characteristics and returns to investments also

gffect

o

onsumption-savings tehavior, Under the npep-
manent inceme hypothesis it i argusd that additional

varizbics affect ths UP7 out 0F permansnt iveope (o).

(2) Do = Dop + bLo{LD + bonSI + bo3RT + boyLo

(3) © = BIY 4+ Bog¥n + boyLD Yy + bpySI v,

PP E - - vy e vy e e Tt ~ ! $ - b o
~anoAnsome Lo £rocs housenhold income | RD iz the pate 0f

- - ey v - P B -~ -z [N Yoyt —~ . - 3 o 4= 4
return o cavnital durin-s the srevious year, LD is the value

denendents to

4/ Two comprenensive revisws of
literature in low-income cou
Alamgir.

he consumption~savings
Z are Snyder and



total family members.i/ Following Giran ang cthers,
equation (2) is assumed o be nonstochastic,
Parm osive (ID) s used - Lonrexy for farm oinvest-

ment opportunities., The coclfiniont L5 evnected o

o
A%
-]

pte

be negative [Xellv and #illiamson}. The source of in-
come ratio (3I) Indirectly influences concumer benavior
through investment cpportunities, relative stabllities of

wr e s v L -~ 3 PRI TR PO - 3
varicus Income flows srices of industrias) goods, and de-

o p s}

- e e 3 - S e TIPF Z0r o o s r e e b N T b yaam N e o
monstration ¢ foeets of urban consumnition DLATTEYNS [:&Qcima

1

and others, 1975]. 1If farmers have relatively unstaple

farm incomes the coefficient Cop 1s expected to be negative.

P v - . - /= . . )
The racve-oi-return To cunital \’XL) 15 Used as a

proxy for the profitabilicy of 313 houszhold investments.
This variable =lc¢n SEPYES a3 the opportunity oo of

current consunption versys futyre consunmnticon.  Theore-
tically, farmers who have high exrected rates-of-retyurn

on cavital wild intrease treirp investment n

= B S e -, - - - - L3 - !
and also switen WO 0 thelr currans ingeome e savines
1COme aving

v - F 3 e F 3~ . 3
the investment ~unds. -. UGS tome from o redured con-
sumotion, the exncoted §1on Is negabtive.,  dn the cther

~

hand, if funds come from inereazed borrowings or ligui-
dating other asszers to make investments, a vositive

relationships is expected

2/ Detailed definitions of the variables used in the
analysis are presented in the Appendix.
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The value of liguid asset holdings (LQ) is a rough
measure of we=alth. Several empirical studies have sug-

gested that liquld ascets are Important factors affect-

= £ R o , N L -t a8
ing savines bhehavior [fap exameie, Mizoruchlil,  The

ency ratio (DP) is a measure o
nold members who Jdo nst -ontribute to household income.
The coeflicient b.: is expected ¢o be nositive because

3~} T odmavian s e - - [ 1K o DR I o 3 -
a higher DF increazsss consumptlion withoubt changing

As an alternative against which to compare results
Of the permanent Income consumotion function (3), a

Keynesiazn consumption function is estimated. It is of

s Y+ e,

where 7 refers to the set of the “ther variables expected

Tromoan empirioal poing o0 view, the nermanent in-

come hynothecisz fs diffisult to test because of the

] . i~ = ~ -~ ~ - - . B re - - .
crovlen o mEasuring zoaonzunines unis's cernancnt in-
A - - e~ 2 ~ - - - P 1 Pad -
come.  as mentined earlier) dus to the lack of data

Yo 34 O3 AT 4 - Ty ot - * . 2 .- - \
this 4ifficulty is sericus in low-income countries.

w~income countries have used
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moving averages of the nrevious two or three year's
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incomes, or cel} means of incgme for grouped families
25 proxlies for permanecnt income [Znvder].

In thic study, two different rneasures of permanent
incors are uged: nredicted income “rom an income esti-~
mating function and a Welchted averare of past observed
incomes. Bhalla recently ysed o "earnineg function"
to estimate the impact wniecn bermanent household

characteristics have on the earnines of rural houszholds

in India. iig analysis builds or 2arlien 2arings fune-
tion work hy wordon, Lillard sng others Pollowinge

Bhalla, it is hypothesized tnat various naermaneny house-
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wnich have hean Used Tor o tests of
the permanent iricome hypotnes;?, 2xplain vermanent in-
come through s functionsal relationshin., Under this
Qypothesis, pernanent income can be estimated with the
statistical mode]

(5) Y= c¢g + LD + CoLR + c3ED + cyFM + cgDP

where ED is average vears of schoolin of household

= [l
- Ny e ) < ~ e o 1 - 3
nembers more than SLlXoyears of age, FM is family slze,
and other variableg are as Jdefined creviousie. The

oredicted valuyeas of income (Y) are <hyo values of nerma-
~
nenc Income for each household, and the residuals (u)

are the values of transitory income.
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The advantage of this technlique 1s that it can
be estimated from crossz-sectional data for a single

year. The disadvantace is that it 2annot accuunt for

)

cyclical chanrmez which cause the toval sample 4o de-

3 H v

viate uniformly Srom cxpected income. However, if the

Ton (4) measure the hy-

5.

explanatory variables in SOUE
man and physical resources of Nousenh2lds, the predicted
incemes will at least reflect the relative permanent
income status of households in the sample and can be
used as measures of pernanent lncome in consumption

function estimation.

The second method of neasuring permanent income i

Ui

a weighted averarce of meusured incomes for the most pre-
cent thres vears, including the yeap considered. As
is usually measured

past values of
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vears.
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Results of Model Estimation

The data usecd in the analysis come from nanel house-
holds in the Koroan Parm Househeold Zeonomy Survey.  There
were 131 households which weras surveyed each vear 1963
throuszh 1970, Analysls of this banel data for 1570 ke
up the maln body of this secetion. The duta for 1968
and 1299 are ysed anly for caleculating permancns income
as snecified by 2rnuation (6), the gzcond measure of pDer-
nanent income, and the rate-of-return on capital in the
brevious year,

The estimate of equation (5) from which nousehold

permanent income estimates are cotained is

A
Y = T5(1)

il
-
=
&)
\J
O
+
E Y ad
(3]
U3
©

!
y
co
o}
'_J
]
e

t

where standard €rrors are in parentheses. The schooling
variavle (ED) was dropped; it had 13 nNegative coefficient
which was not signiricantly different frem zero, Summary
s

1

staci

]
(@]

8 of the permanent (¥,) and transiteory (Yi,) in-
come 2stimates from svatistiag) estimation of sjuation (5)

nd the weirhted averases defined by 2qustion (%) are

oV

]

3 ™, My n) My v~ D v~ - - Sy e 3
2ted in Table 2. The twn measures of rermansnt in-

res

6]

e}

come nhave similar standard deviations and a simrle cor-

relation of 0.945, indicating thas “hey are oroviding



-1~

TABLE 2: Summary Statistics of Income Measures , 131 Korean
Households, 1970 (1000 ¥orean Won)“

, Standard Cormelavion Coetficients
Mean feviat fon Y, 0 2) Ve, (2)
Disposable Income (V) 236,15 TETLAN

- e AR
Permanent Income Lip)u

p—
S

236.15 92.98 945

13
o)
—

218.25 95.11

<
o
P
o
St

Transitory Income (Ytp)b
7, (1) 0 71.68 693
¥ p(2) 17.90 41.64 379

1

for one U.8. dollar.

are rom the
ted average




~15-

similar measures of the permanent income status of
samople households. In the consumptior function esti-

mates, Yp(2) for each neousens]d is adji

by 2ddins mean transisary ineope (17.9 thousand Wan)
to adjust for trenad. This has the offees of increas-
ing estimates of ¥PC oHus of permancnt income boecause

the consumrtion function is foreced through the origin,

Consumntion funotinon e3timates are presented in

D

]

*
-

Table 2 and 4. The Laates in Taple 3 are rer canita
functions while those in Table U are per household.
All equations are sts itistlically significant at the one
Dercent level,

In Table 3, model A shows that the MPC out of per-
manent income is about 0.73, the sum of the coefficients

of the two income variables, Since the coefficient of

Yp(l) is statist

one, the result Subborts the permanent inoome nypothesis

that MPC out of permanent income is greater th:
(&

of transitory income, but less rthan one. The MNPC ous
of transitory income is abour 2.21, whiech is significantl

ereater than zerc at the one wercent level., This is con
sistent with emoirical findinss in other countries tha

APC out or transitory income ‘s greater than cero.
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TABLE 3: Per Capita Conswrption Function Estimates for 131 Panel
Farm Househelds, 1970 (Standard Srrors are in Parent hieges )4

Without with Permanent heome i
Brymnnent Yl T {)
v - t 4
Income
A 8 :“ N i i

Y L5997 .G338 ) .
(.0413) (L1365  (.0540) (.

Yp .5788 L3829 L7086 1.1057
(.0872)  (.1456)  (L0915) |

(Interaction With )
Major Income Variabie)P

LD .0379 -.2005 ~. 1747
(.1951) (.1632) (.1435)

- -.3439 -
(.1951) (.1222) (.1092)

RT -. 0444 .0170 L0470
(,1008) (.0968) (.0788)

Q -.0007 -.0007 -.0005

(.0005) (.0004) (.0004)
DP -.1066 -.0461 L1261
1) (.1078) (.0911)

(:’.141'/

-— - ~ - ~ - - w -~ -~ - -
S.E 13,34 1E.085 12.51 12.1% 12.36 11.28
L83 « - - — v o~ . -~ .. P PR S - e e »
a 1, Yp, LD, and L7 a2re L par capina torms,
\ o, 3 - V4= 3y e b AP ™ oo, Wels v e - R e ht
5 The interaction varizble {2 ¥ for tre szmesian funevion and Yy for the

perranent income Dunetions.

¢ MPC at sampl
income ir. D

-~

e mean of variables out of current income in 3 and nermancnt
1d

™
1)
P


http:St:-Lr.ed

TABLE 4.

FarﬂlHouueholdz, L3970 (Srandard Srrops e In Parenthegis)

-17-

Household Corsumption Munetion Estimates for 131 Panel

TN e e - .
PeYTanen

Incone Yr (1) ) L T~ {2)
L5404 3370 ' 008,
(.1187) (.0725} (.1264)

- - 5657 L9440
(.1299) (.1647)

(Interaction With
Major Income Variable)@

LD

LQ

. 0697 ~. 0406
(.0474) (.0718)

-.0236
(.0398)

- 1414
(.1291)

pom

-.1 -.0375
1292) (.1343)

5
(.12

o

2
Q

-.0507 -.0219 -.1087
(.0728) (.0785 (.0716)

~. 00008
{.00007)

-.00002
(.00007)

~.00009
(.00007)

DP L0392 -.0266 .1070
(.1103) (.1112) (.1075)

Intercept 73.5189 —_— -

(14.786%)

MPC at

Meanb it .53 .81

RZ .55 .93 .93

S.E. 50,08 39.10 57,65

a The intera

tion variable is v rop the Xeymesian “unction and Y., for the

bermnent incore functions.

b MPC at samrle mean Or varisbles out of cwrrent income in the Kevnesian
function and permanent income in the permanent income functions.
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The estimated MPC out of permanent income from the

model E is about 0.75, which 1s very closs to that esti-

ol

mated from model C. The MPC out of transicory incone

tially zero, surnorting Friodman., Oversll, it

~ . ~ 3 o =N ~1 ., oy L 3 e hJ L o T ey e o en
can be concluded from bovh consumpsion Junction oot imates

that XPC out of vermanent Income 1as z2round three gquarters,

and is much greater than the NP0 cut of Uransitory in-
come. In comparison, the zimnle nodel A shows
that the MFC oun of current incoms 1o The
standard error of recression (S.0.) la hichar {on
model 4 than for models T and o, This comparison sue-

- ) .2 P . . Tyes el b e vy sy e, s
gests that In T L3oused ners, permanent

s . - P ) - .
- e SO L At e e sy et R v e 4 ey
income variables Orovide OTIAer 2g5Limates ol consumnht ion

savings pehavior than sns o simrle shon Tormaiation.
"y Ter T W | - n ™Moy 2 [ AT S . ore 4
In modeis Z, D, and F of Tatle 32, the additional vari-

consumction behnvior ape added,

n T svimat )1 same consumntion Manetions are
cresanted ver nousehold variables of per capnita

L vari-

atles (Z2,:25 in equation H); when both shift and inter-

action variables are included the NPC iz zmall, e.o., 0.28
211, o 0.2
at the sample mean in the per carits enquation. The osti-

mated HMPC out ol nermanent income 2t the samcle mean of

all variables is about 0.82 for Y, (1) and 0.%1 for YU(Q)
b

in both the oer capita and household consumption functlions.
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out of permanent iricome. At least three possible
explanations merit further analysis. The first

misht be related to unique cultural traits. Some ob -
servers have arecued Shat the surrrisingly hich savines

propenzities among rural houscholds in Javan, Taiwan

and South Korea are the result of parsimonious cultural
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tralts unique %o some oriental societi

W]

true, there ig very 1it
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; COr other countries to learn
from the South Xorean savings experience., Soattered
reports of substantial voluntary savinecs uy rural house-
holds in some places in India, Latin America, and Africa
cast serious doubt in our minds about the strength of

this argument.

iight relate to the lack of
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A second ex
reliable data on rural Anousehnld savings behavior in

ost low-Income countries. I+ may be that substantial

unrecorded voluntary savings 1s faking rlace in rural
areas of other low-income countrises. Adogt rural house-

hold savinems do not move through formal markets wherpe

they can be nmeasured with secondary datsa. 1180, a2z men-
tioned earlier, rural household incone, consumetion,

asset and savings activity information 1z 4i£710uls
and costly to collect. Most rural surveyrs in low-

income counrtries do noet include sufficient reliable

and detailed information to document actual savings
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behavior. , The remarkable savings performance in
Japan, Talwan and Korea may reflecet hetter measurces
of household savinss, rather than unigue cultural
tralts.

A third explanavion might focus on differences

in opportunities and Ilncentives to save. C(Clearly, the

ability to save, as reflected by level of absolute in-

. e e P .
come, 1s imnortant in explaining savings behavior., We
EQR SN e 3 P ¥ fo hm e -~ 1yt A - -~ vy b A
agree with Wai, howcver, that vrovidinsg households
with strong rositive Incentives o save, nlus offering

them additional zonvenlenty Forms in wnich to hoid cheir

e ~ee - W - SIPRN PR O
savinzgs 2an also svinmulate zavino

to prove statisticalliy with tne data availlable, it ap-

vears that Joulh rReres wags very of
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sunities to save ought

other low-income countries.
TV v o, A A ey e W . - e N - 3 o
e resulte o7 our analysis lead us to be optimis-

tic about the pocsivlities of mobilizing voluntary sav-
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ings in rura: arezs of low-Income countries.  Poliey

Magoarne m3 st i T eyt T e v T end by 4 N e 4 P
124200 ] AR ARSI 412 IT L R4 RSP ANRCES DS TR AN EEL S SR A S L s U 0Ol

well decigned rural savines movilization nrosrang, 28—
ecially in those times and places wherco rural household
substantially. OSpurts in income may

result in househcld incomes with significant transitory
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components which are highly suscentible to saving oo-

bortunities and incentives,



Consumntion (C):

related

(

APPENDIX

Definitions of Terms

21l household expenditures not directly
Lo production activitiss during the calendar

ue -ind con-

[

an imnubted val for in

purcha orf consumer durables

sum of net farm income and

the

-farm income less tax and interest Dayments
by the household during the year. Farm
o2 N0t Include an adiustment for canital

o1, but dees include an estimated value
nd housenold consumption and inventory

changes in oroducts (1000 Won).

Farm Size {LD): <the total hectares of cultivated land
included in the farm snterprise. Most of this land
is owner-orverated.

Source of Income Ratio (I1): tne ratio of gross farm in-
corme to Totzl zross housenold income.

Rate-of-Return ©© Tavnli<al (RT): tha ratnio of cross house-
10ld income o Yotsl zssets of the nrevious year.
Ratios Tor the previous year are used since investment
delcisions are likely heavily influenced Ly recent
returns to investment.
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Liquid Asset Holdings (LQ): the values of product inven-
tories, small anima $, and cash and quasi-cash hold-
ings such as deposits and money lent at the beginning
of the year (1709 Won).

Dependency Ratio (DP): the ratio of family moembers less
than 1% or over 60 years of age to total family
members,

Family Size (FM): the total number of individuals who
resided in the household during most of the calendar
year.

Zducation (ED): the average years of schooling of house-

hold members more than six years of age.
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