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Abstract We examine the effects of various motives to save money on the propensity of

Italian households to allocate an unexpected inheritance towards consumption. To achieve

this objective, we use microdata collected by the Bank of Italy in a structured questionnaire

as part of the Italian Survey of Household Income and Wealth for 2012, which consists of a

sample of 8151 Italian households. Among our results of interest, we found that families

who are motivated to save money because they are planning to set up a new business, to

invest in an existing business, to travel on holiday, or to make large purchases (such as

automobiles, furniture, and so forth) are more likely to allocate an income shock towards

consumption than families who are motivated by the need to save money to protect

themselves (such as by providing for unexpected cash needs and/or retirement). We also

found that such motivations have a non-linear (increasing/decreasing) effect on response

behaviours to income shocks.

Keywords Consumption � Income shock � Italian survey of household income and wealth �
Beta regression model � Fractional probit model � Ordered logit model

JEL Classification C14 � D12 � I38

1 Introduction

Economists and policymakers have long focused their attention on understanding the

consumption behaviour of individuals and households across countries, taking both a

macro- and a microeconomic perspective regarding changes in the composition of con-

sumption over time (e.g., Adessi 2014), the role of liquidity constraints and time prefer-

ences (e.g., Trostel and Taylor 2001; Ozak 2014), consumer vulnerability (Berg 2015), the
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role of preferences for some types of consumption (e.g., Annunziata et al. 2015), the

effects of the media (e.g., Bellotti and Panzone 2016), the influence of financial and

environmental risks on consumption-savings choices (e.g., Baiardi et al. 2013), and the

importance of re-distributive income policies (e.g., Johnson 1952), among other topics.

A relevant field of research has also focused on responses in terms of consumption when

adverse or positive events (such as an income shock) affect the balance sheet of households

and human decisions/behaviours. Studies on consumption as a response to permanent or

transitory income shocks both from a theoretical and an empirical perspective are par-

ticularly interesting in this regard (e.g., Friedman 1957; Muth 1960). The main empirical

evidence from these studies suggests that consumption is more sensitive to permanent than

transitory income shocks. Focusing on Italy, Krueger and Perri (2011) examined house-

holds that did not own businesses or real estate and found that non-durable consumption

increased by approximately 0.23 cents for each Euro increase in short-run labour income;

for long-run income changes, the consumption response was stronger (0.47 cents). For

households that owned real estate or that had a self-employed household head, the con-

sumption response to income shocks was found to be smaller than for other households.

Other studies on the relationship between the dynamics of household disposable income

and consumption using Italian data were conducted by Jappelli and Pistaferri (2006),

Jappelli and Pistaferri (2010). Their results rejected the consumption insurance model and

noted that households tended to smooth income shocks to a lesser extent than suggested by

the literature on permanent income. Notably, Padula (2004) found that durable and non-

durable goods are complements and that the marginal propensity to allocate money to

consumption based on permanent income shocks is less than one. Pistaferri (2001) also

demonstrated how to combine income realisations with subjective expectations to sepa-

rately detect permanent and transitory income shocks and to obtain an indicator of

uncertainty.

The proposed micro-founded models do not explicitly account for individuals’ or

households’ factors of preference, which are sometimes difficult to measure. It is generally

acknowledged in the consumer science fields that individuals/households are heteroge-

neous in terms of lifestyle, aspiration levels, consumer preferences, and social comparison

behaviour, among other aspects (Karlsson et al. 2004; Bryant and Zick 2006). Therefore,

individual/household preferences, motivations and desires can play an important role in the

econometric models that attempt to explain (at best) consumption responses to income

shocks. These subjective factors include a number of motivations to save labour income.

In the presence of a transitory income shock (such as receiving an inheritance or

winning the lottery), we assume that a household is likely to decide to spend of the extra

income on anticipated spending events (such as taking an expensive trip) for which it was

saving part of its labour income and/or that it may take the opportunity to increase its

savings (e.g., to augment its pension fund). In this study, we aim to provide some initial

evidence on the association between various motivations to save and a household’s

decision process to allocate an unexpected inheritance towards consumption. Here, we

have considered the following reasons to save: (a) important purchases planned in the

future or postponed due to insufficient economic resources, such as the purchase of a home

or other major item (e.g., vehicles, furniture), setting up a private business or investing in

an existing business, travel/holidays, and education/support of children and grandchildren;

(b) protection for the future, including provision for unexpected events, provision for

retirement, and passing on wealth to children and grandchildren; and (c) paying off debts.

To measure the effects and statistical significance (in terms of magnitude and sign) of a

number of reasons to save money in relation to the proportion of an inheritance that
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households intend to allocate towards consumption is valuable information for a number of

economic agents interested in consumer behaviours, including banks and insurance

companies.

Obtaining observational data on consumption-savings decisions for a representative

population of households exposed to an income shock such as an unexpected monetary

inheritance can be very difficult. To conduct our analysis, we employed microdata from the

2012 Italian Survey of Household Income and Wealth (SHIW) conducted by the Bank of

Italy. One section of the questionnaire was devoted to collecting information on house-

holds’ intentions to allocate an unexpected monetary inheritance to purchases that it

otherwise would not have made or that it was waiting to make as opposed to that portion

allocated towards savings or towards paying off debts early (if any).

The advantage of using microdata from a national sample survey is that we can explore

the issue of interest based on a large number of households with a good trade-off between

cost, time and the quality of data collection (sampling design). The disadvantage is based

on the absence of a real cash transfer, as there might be a mismatch between intention and

behaviour that we cannot control for with the available data. While recognising such

limitations, to the best of our knowledge, this study is the first attempt to evaluate the

consumption response to an (hypothetical) income shock based on information from

households rather than from simulations in econometric models. Based on the available

data, we investigate the relationship between the proportion of consumption (our outcome

variable, measured in the range between 0 and 1, indicating 0 and 100 % of the hypo-

thetical inheritance, respectively) and various motives for savings articulated by house-

holds during the interview, after having controlled for several socio-economic and

demographic factors. The study of the relationships was undertaken by comparing some

modelling frameworks proposed in the literature for response variables restricted to the

standard unit interval (0,1). Specifically, we have assessed the results using beta regres-

sions, fractional probit models, and fractional heteroskedastic probit regressions. We then

explored possible differences in the effects of the motivations for saving that might be

related to specific proportions of consumption as a response to an income shock. This

analysis has been conducted using an ordered logit model.

This paper makes several contributions to the literature. First, we find that families who

are driven to save money because they intend to set up a private business or finance

investments in an existing business, to travel on holiday, or to make a major purchase (such

as a vehicle or furniture) and so forth, are more likely to allocate an income shock towards

consumption than households who are motivated by the need to protect themselves (such

as by providing for unexpected events and/or for retirement). Specifically, we have noted

from a descriptive analysis that a large proportion of households are motivated to save by

the aim of ensuring financial stability in the future.

Second, we find that the motivations for saving money have non-linear (increasing/

decreasing) effects on response behaviours to income shocks. These patterns were not

captured using parametric modelling frameworks proposed in the literature for responses

restricted to the standard unit interval (0,1).

Third, consistent with prior studies of responses to income shocks, we find that heads of

households who are willing to allocate an inheritance towards consumption have expec-

tations of income growth that is higher than price growth (that is, they have no expectations

of a loss in purchasing power), have higher educational levels, and are impatient. Con-

versely, barriers to consumption include the presence of debt and being in arrears regarding

financial commitments.
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This article is organised as follows. Section 2 describes the data. Section 3 introduces

the econometric models, and Sect. 4 presents the results of the empirical analysis. Section 5

concludes with a discussion of the main findings.

2 Data

This analysis is based on Italian microeconomic data collected by means of a structured

questionnaire from the 2012 SHIW conducted during 2013 by the Bank of Italy. The

survey consisted of a sample of 8151 Italian households and 20,022 individuals. The

household questionnaire was addressed to the person of reference in the household (the

household head), who responded on behalf of all members. The interviews were conducted

mainly through computer-assisted personal interviewing. The survey aims to collect

information on the socio-demographic characteristics of each member of the household,

household wealth composition, income sources, and debt, among other topics. One issue

with the SHIW microdata is that information is collected some months after the reference

point (31 December 2012). As in Pistaferri (2010), for variables of a subjective nature, we

must assume that individuals do not have to update their information (e.g., on expectations

for the future) between the end of 2012 and the date of the interview.

2.1 Measuring the proportion of inheritance in consumption

One section of the questionnaire was devoted to investigating households’ intention in

terms of how they would allocate an unexpected source of money obtained from an

inheritance between consumption, savings and/or paying off debts (if any). The question

submitted to each household head asks the following: Imagine receiving an unexpected

inheritance equal to the amount that your family earns in a year. During the next 12

months, how would you intend to use this unexpected amount? Given 100 % of the

inheritance, you must divide (in percentage terms) the amount received into the following

three types of possible uses:

1. Savings for future purchases or for paying off debts

2. Purchases of durable goods and services (e.g., precious objects, vehicles, renovations,

furnishing, dentistry) that the household would otherwise not have purchased or was

waiting to buy

3. Purchases of non-durable goods and services (e.g., food expenses, clothing, traveling

on holiday) that the household would otherwise not have purchased or was waiting to

buy

Based on the answer to this question, we define the proportion of inheritance that the

household intends to allocate to consumption as the sum of points 2 and 3. Figure 1

presents a histogram and a box-plot of the proportion of consumption. We note that the

distribution of observations in the 0–1 range (values rescaled from the 0–100 % range) is

asymmetric with respect to the lower values of proportion. A visual inspection also

highlights the presence of three peaks (at 0, 0.5, and 1) in the responses. The highest peak

is observed at 0 (24.2 %), which suggests that approximately one quarter of the households

intend to adopt fully conservative behaviour [including the intention to re-pay debts (if

any)]. In other words, such households are not interested in allocating the resources from

the inheritance to increase their consumption level. The median value of the proportion of
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inheritance destined to purchases is equal to 0.5, and the mean value is equal to 0.45. As a

data constraint, we are not able to distinguish between the intention to save and that to

repay debts.

2.2 Motivations for savings money

Households would like to have savings for several reasons. Whether the reasons are

purchasing a car, purchasing a house, traveling on holiday, or preparing for an emergency,

having money set aside can make a difference in our ability to satisfy our needs and/or

achieve our dreams. During the interview, household heads were asked to indicate the main

reasons that they saved money. The following options were considered:

To purchase or make an investment planned for the future or previously postponed due

to insufficient economic resources, such as the following:

• Purchase own home

• Other major purchases (e.g., vehicles, furniture)

• Set up a private business or invest in an existing business

• Travels/holidays

• Education/support of children and grandchildren

To protect the household’s future

• Provision for unexpected events

• Provision for retirement

• Inheritance for children and grandchildren

To pay off debts

In the Appendix, we reported a detailed description of these variables (Appendix

Table 3) and a descriptive analysis (Appendix Table 4).

proportions
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Fig. 1 Frequency histogram and box-plot of the observed proportions of inheritance in consumption
durables and non-durables
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2.3 Control variables

We selected a number of socio-economic and demographic variables that can explain the

intention to allocate a monetary inheritance towards consumption. A description of these

variables is reported in Appendix Table 3, and some descriptive statistics are reported in

Appendix Table 4 (both Tables are found in the Appendix).

The region of residence is assumed to be an important predictor because it allows us to

consider possible differences in outcome based on households’ geographical location (e.g.,

cultural and peer effects). Among the factors associated with household economic con-

ditions, we considered equivalent income and the liquidity ratio as useful measures for

drawing a picture of the standard of living. Specifically, equivalent income allows us to

compare the income of different households (in terms of size and age composition),

whereas the liquidity ratio is useful for measuring the number of months a household can

meet its consumption needs after an income loss. For example, a liquidity ratio with a

value of less than 0.25 indicates that a household can maintain the same standard of living,

while covering its expenses for less than three months. Over-indebtedness (i.e., a debt-

income ratio greater than 30 %), debts to friends and relatives, and being in arrears on the

payment of commitments are likely be additional factors that affect the decision-making

process when allocating a transitory source of money (such as an inheritance). We also

assumed that the household head’s socio-demographic and behavioural characteristics such

as age, educational level, marital status, expectation of household income growth in the

next 12 months, and time preference might be additional factors affecting the decision-

making process (see also Fernandez-Villaverde and Krueger 2011).

3 Econometric models

Given a sample of households exposed to an unexpected inheritance, we are interested in

studying the following relationship:

pi ¼ x|i aþ ei; i ¼ 1; . . .; n ð1Þ

where pi is the proportion of inheritance that each household head intends to allocate to the

purchase of durables and non-durables that otherwise would not have been purchased or

that they were waiting to buy, xTi ¼ ð1; xi1; . . .; xikÞ is the ith row vector that contains k þ 1

explanatory variables such as the intercept, dummy, categorical and continuous variables

(e.g., region of residence, equivalent income, liquidity ratio, time preference, and educa-

tion, to name a few), and a is the corresponding parameter vector to be estimated. The

specification and estimation of a classic linear model is widely employed to study the

relationship between a response variable and a number of covariates. However, this

approach is not appropriate for our case study because p represents a proportion that is

expressed in the standard unit interval (0,1). As a methodological response, Ferrari and

Cribari-Neto (2004) proposed a regression model that belongs to the class of generalised

linear models and that assumes that the outcome p follows a beta distribution. Specifically,

the beta density is expressed as follows:

f ðp; l;/Þ ¼ Cð/Þ
Cðl/ÞCðð1 � lÞ/Þ p

l/�1ð1 � pÞð1�lÞ/�1; p 2 ð0; 1Þ ð2Þ

and EðpÞ ¼ l and VarðpÞ ¼ lð1 � lÞ=ð1 þ /Þ. / is the precision parameter, and /�1 is
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the dispersion parameter. For a fixed l, the larger the parameter / is, the smaller the

variance of p (e.g., Ferrari and Cribari-Neto 2004). As demonstrated by Ferrari and

Cribari-Neto (2004), the beta distribution is notable because it can assume a number of

different shapes. From (1), the model can be written as follows:

gðliÞ ¼ x|i a; i ¼ 1; . . .; n ð3Þ

where gð�Þ : ð0; 1Þ ! IR is a link function. The descriptive analysis has highlighted that

some response values are exactly equal to 0 and 1. Such values are not admitted in the

estimation of the beta regression. To overcome this limitation, it is common practice to

apply the following transformation ðp� ðn� 1Þ þ 0:5Þ=n to the dependent variable before

the model-fitting process (Smithson and Verkuilen 2006), as it transforms dependent

variables with the values of 0 and 1 slightly inwards. In this way, we estimate a beta

regression with a modified dependent variable (p). Because events 0 and 1 occur in the

sample, we considered a fractional probit model and a fractional heteroskedastic probit

model (e.g., Papke and Wooldridge 1996) as alternative approaches, which admit the

events 0 and 1. Specifically, in estimating the fractional heteroskedastic probit model, we

considered a measure of the liquidity ratio (see Appendix Table 3 in Appendix) as an

independent variable to model the variance based on financial assets. This choice is sup-

ported by empirical evidence that show that consumption-savings decisions of households

depend on the assets available to them (see Krueger and Perri 2011). In any event, the

fractional models considered might not be the optimal solution when interest is on the

variance rather than on the mean of the dependent variable, particularly in the presence of

peaks of answer in specific points of the scale of response. Some scholars have considered

a Tobit model as a regression technique to study proportional data that contain zero or one.

However, this is not an appropriate choice for our analysis, as values outside of the (0,1)

interval are not feasible.

3.1 Exploring the motivations for savings in relation to specific response
behaviours to income shocks

It is likely that an interviewing is approximating when stating the proportion of monetary

inheritance that a household intends to allocate towards consumption. This phenomenon is

empirically supported by the presence of peaks in specific points of scale of response (see

Fig. 1) and has raised interest in exploring possible differences in the effects of the various

motivations for savings in relation to specific proportions of consumption allocated in

response to income shock. Based on the evidence shown in Fig. 1, we classified the

proportion of inheritance in consumption (P) into five groups (P�) as follows:

P� ¼

1 ¼ equal to 0%

2 ¼ greater than 0% and lower than 50%

3 ¼ equal to 50%

4 ¼ greater than 50% and lower than 100%

5 ¼ equal to 100%

8
>>>>>><

>>>>>>:

and estimated an ordered logit model (e.g., Tutz 2012). This modelling framework is well-

suited to studying the relationship between the ordinal categorical variables defined above

and the various motivations for savings described in Sect. 2.2, after having considered a

number of control variables listed in Sect. 2.3. Given the ordinal response P� with S
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categories, the ordinal logit model is defined by a set of S-1 equations in which the

cumulative probabilities gsi ¼ PrðP�
i � ¼ p�s jxiÞ are in relation to a linear predictor b0xi

through the logit function:

logitðgsiÞ ¼ logðgsi=ð1 � gsiÞÞ ¼ as � b0xi ð4Þ

where as are the parameters of threshold (a1\a2\ � � �\aS�1), while b is the vector of

coefficients to be estimated and that are associated with explanatory variables. After

estimating the models described above, the interpretation of the effects of the covariates on

the outcome is based on the marginal effects (MEs) computed as the average change

(increase or decrease) in the probability of the outcome given a change in the explanatory

variable (for example, a one-unit change in the case of binary variables), holding the other

covariates at their observed values. All computations were performed using STATA 14

(StataCorp 2015).

4 Results

The estimation of the effects of the motives for saving money on the propensity of Italian

households to allocate an unexpected inheritance towards consumption was carried out

using modelling frameworks proposed in the literature for response variables restricted to

the standard unit interval (0,1). As described in Sect. 3, we considered a beta regression

model with p modified (using a probit link function), a fractional probit model, and a

fractional heteroskedastic probit model. Table 1 reports the MEs [including the associated

confidence intervals (CIs)] of the variables included in the models. We prefer the fractional

probit model or fractional heteroskedastic probit model because they admit the events 0

and 1. In any case, with the exception of certain explanatory variables, we observe non-

significant differences in the MEs obtained from one model in comparison with the other

two. This conclusion has been arrived at by comparing the MEs jointly with the CIs. For

example, we note that the MEs associated with the time preferences of household heads

obtained from one model fit with the CIs estimated for the other two models.

In presenting the results of the analysis, we will focus on the interpretation of the MEs

(on the response scale 0–1) obtained from estimating the fractional probit model. We begin

the discussion with the motivations for saving. We found that the need for protection is one

of the main reasons motivating a family to save money. Our descriptive analysis (see

Appendix Table 4) shows that a large percentage of households has indicated that they are

motivated by the need to provide for unexpected events and retirement. This motivation for

savings is common in Italy and is consistent with evidence from several behavioural

economic studies showing that Italian families have negative attitudes towards risk (e.g.,

Zanin 2015a and references therein). Focusing on the results of the econometric analysis,

we noted that households that save to provide for unexpected events and retirement are

likely to reduce the proportion of unexpected income to be allocated to consumption by

0.030 (CI = -0.046;-0.015) and 0.020 (CI = -0.036;-0.004), respectively. This evidence

should be of interest to both banks and insurance companies, as well as to policymakers.

Banks and insurance companies should be interested in this information to craft products

dedicated to the need for protection, while policymakers should be interested in improving

knowledge about the decision-making processes of a family that is managing economic

resources when facing an unexpected income shock.
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Saving money to pay off debts is another factor that negatively affects our outcome of

interest (ME = -0.036; CI = -0.062;-0.011). Two main reasons explain this finding.

First, debt represents financial vulnerability to a household (particularly if a monthly

instalment of debt repayment[30 % of monthly income). Second, the interest paid absorbs

economic resources that could be used to meet other needs. Thus, a household with debt is

likely to be motivated to use extra income to reduce or close debts.

We have observed that the intention to set up a private business or to finance invest-

ments in an existing business contribute to an increase of 0.099 (CI = 0.042;0.156) of the

proportion of inheritance for consumption instead of savings. We found similar results

when the goal was to travel on holiday (ME = 0.093; CI = 0.069;0.117). A minor effect is

observed for other major purchases (e.g., vehicles, furniture—ME = 0.034; CI =

0.007;0.062). It is plausible to assume that an unexpected monetary inheritance can rep-

resent an opportunity to achieve some goals for which the household was saving. Finally,

we found that saving money for the purchase of a family home, to pay for the educa-

tion/support of children or grandchildren, and to pass on as an inheritance to children and

grandchildren did not have a statistically significant impact on the decision to increase or

decrease consumption following an income shock.

In terms of the control variables, we found that those households less motivated to

allocate an unexpected inheritance towards consumption include those in arrears on the

payment of commitments (e.g., bills, rent) and those that are renting—as opposed to

owning—the family home. No statistically significant effect on outcome was observed for

debts to friends and relatives. One possible explanation is that such a typology of debt

might not be characterised by deadline constraints, as is the case for a debt owed to a bank.

The estimated effect of the household equivalent income on the outcome is found to

follow an inverted U-shape. In other words, the household equivalent income has a positive

(and increasing non-linear) effect on the outcome until a turning point that is estimated at

32,000 Euro (values obtained from a simulation using the estimated coefficients). After this

threshold, the effect becomes negative and grows in magnitude as the household becomes

richer. We also found that a higher liquidity ratio means that less of the inheritance is

allocated to purchase durable and non-durable goods and services that otherwise the

household would not have purchased or was waiting to purchase (ME = -0.006; CI =

-0.012;-0.001).

Including variables on the socio-demographic characteristics of the head of the

household in the model suggest that the higher the educational level achieved by the

household head, the higher the proportion of inheritance that will be spent on consumption.

However, a non-significant effect was observed for the age and gender of household heads.

With respect to marital status, an interesting positive and statistically significant effect on

outcome is observed for household heads who are divorced (ME = 0.032; CI =

0.004;0.061). The reasons for this result might involve the consequences of divorce in

Italy. Mazzuco et al. (2009) noted a worsening of economic well-being for both Italian men

(including among non-custodial fathers who live alone after separation) and Italian women

after divorce. In this light, divorced individuals might gain the opportunity from a tran-

sitory income shock to purchase durables and non-durables that they might otherwise not

have purchased with disposable income or that were postponed for other reasons. The

presence of children aged 4–6 years old in the family was found to have a positive and

statistically significant impact on the outcome (ME = 0.039; CI = 0.006;0.073). We also

controlled for the effects of children below 4 years and above 6 years of age, but no

significant evidence was found in this regard.
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Among the variables of a more subjective nature (in addition to motivations for sav-

ings), our model considers the expectations of household income growth within the next 12

months and a proxy of the household head’s time preference. The main findings suggest

that a stimulus for consumption is more effective for households that expect an increase in

labour income that is higher than the trend in prices (ME = 0.123; CI = 0.096;0.150), i.e.,

when a household does not expect to lose purchasing power. This evidence concurs with

studies on earnings uncertainty and precautionary savings (Guiso et al. 1992) and those on

individual risk-taking behaviour in an environment of uncertainty (e.g., imperfect

knowledge of the state space), including macroeconomic uncertainty (e.g., Malmendier

and Nagel 2011; Mengel et al. 2016). From our descriptive analysis (see Appendix Table 4

in the Appendix), we observe that approximately 65 % of respondents expect that their

income growth will be lower than price growth. Under this scenario, household heads

might build their pessimistic vision for income growth based on past experience or as a

response to bad economic news from the media, among other reasons. Garz (2013)

observed that economic news from the media can create long-term attitudes in people’s

economic expectations. It is therefore plausible that past negative experiences (e.g.,

unemployment and loss of purchasing power) together with the persistence of negative

news regarding the general economic situation in Italy (the prolonged effects of the great

recession) have contributed to curbing trust in the future and, as a result, have also curbed

the optimism necessary to stimulate a household to plan purchases when there is extra

(unanticipated) income (see, also, Clark et al. 2001; Knabe and Ratzel 2011; Garz 2014).

The time preference of individuals is another interesting factor that is useful for

explaining the human decisions/behaviours behind the investigated scenario. According to

the literature, we have found that a household head who is impatient has a higher

propensity to allocate an unexpected source of money towards consumption than the

counterpart of household heads who are patient (ME = 0.026; CI = 0.008;0.044). The

positive and statistically significant effect of a high time preference on the outcome sug-

gests that household heads are likely to have a greater interest in their present than on their

future well-being. Impatient individuals are less sensitive to the negative effects of their

choices, which can influence consumption decisions (e.g., Holden et al. 1998; Franken

et al. 2008; Anderloni et al. 2012). Some empirical studies have provided evidence that an

impatient household head is likely to live in a household characterised by economic

inadequacy (e.g., Zanin 2015b).

4.1 Some evidence from the ordered logit model

The descriptive analysis reported in Sect. 2.1 emphasises that approximately 50 % of

household heads have declared a proportion of consumption that are concentrated in

specific points of the scale of response: 0 % (24.2 % of individuals), 50 % (18.5 % of

individuals), and 100 % (11.2 % of individuals). Given this evidence, we are interested in

using an ordered logit model to explore the possible differences in the effects of several

motivations for savings in relation to specific response behaviours. The MEs of the esti-

mated model are reported in Table 2. The empirical findings support the existence of some

differences in response behaviours. Specifically, we observe the presence of non-linear

(increasing/decreasing) effects of covariates on the outcomes.

Focusing on the drivers of savings, households’ need to protect themselves from pos-

sible unexpected events and to provide for themselves in retirement have a non-linear

decreasing effect on the proportion of an unexpected monetary inheritance allocated

towards consumption. Conversely, a positive non-linear pattern on outcome is found for
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households that are motivated to save to set up a new business or to finance investments in

an existing business, to plan travels/holidays, or to make other major purchases. For these

last three categories of motivation, the probability that a household intends to allocate 100

% of an unexpected monetary inheritance towards consumption increases 5.3 (CI =

2.3;8.3), 4.9 (CI = 3.6;6.1) and 1.8 (CI = 0.4;3.1) percentage points, respectively.

Moving on to control variables of interest, we observe that the expectations of house-

hold income growth have a non-linear increasing effect on the proportion of inheritance

allocated towards consumption. Specifically, consistent with evidence discussed in the

previous section, the greatest effects on outcome are observable among households who

have an expectation of income growth that is higher than price growth. In contrast with the

results obtained from the fractional probit models, we found that the presence of at least

one child 0–3 years old in the household has a statistically significant (non-linear

decreasing) effect on outcome; a reverse pattern is found for the presence of children 4–6

years old. A non-significant statistical effect is confirmed for the presence of children

greater than 6 years old. Regarding economic variables, we found that the household

equivalent income follows an inverted U-shaped pattern for proportions of inheritance

allocated towards consumption equal to or greater than 50 % of inheritance and that it

follows a U-shaped pattern for values below this percentage.

5 Concluding remarks

The aim of the study is to explore both the statistical significance and the effects of a

variety of motives for saving money on the propensity of Italian households to allocate an

unexpected monetary inheritance towards consumption. The analysis has been conducted

using microdata from a sample survey conducted by the Bank of Italy in 2012. The survey

consisted of a sample of 8151 Italian households and represents the most important data

source for analyses of the economic issues facing Italian households. One section of the

questionnaire was devoted to collecting information regarding the response to a hypo-

thetical inheritance. Specifically, each household head was asked to imagine receiving an

unexpected monetary inheritance equal to the amount that his/her family earns annually

and to indicate how he/she would allocate this amount between consumption, savings and

paying off debts (if any). This information was then used to investigate the relationship

between several motives for saving money and the propensity of Italian households to

allocate an unexpected inheritance towards the consumption of durables and non-durables,

after controlling for socio-economic, demographic and behavioural factors related to the

household and its head.

The results suggest that households that are motivated to save money to set up a private

business or to finance investments in an existing business, that intend to travel on holiday,

or that intend to make a major purchase (such as a vehicle, furniture, and so forth) are more

likely to allocate an income shock towards consumption than households that are moti-

vated by the need to protect against financial instability (such as providing for unexpected

events and/or retirement). Furthermore, we find non-linear (increasing/decreasing) effects

in the relationship between the motivations for saving money and the response behaviours

to an income shock.

An examination of the control variables included in the model reveals that the profile of

households less motivated to allocate an unexpected inheritance towards consumption

includes those that are renting their home, are in arrears with respect to the payment of

1770 L. Zanin
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commitments, or that have debt with financial institutions. Conversely, households that are

motivated to allocate an unexpected monetary inheritance to consumption are characterised

by a household head with a higher educational level, who is impatient and who has no

expectations of incurring a loss in purchasing power.

In conclusion, it is likely that the decision-making processes of households vary with

the dynamics of the business cycle and changes in the degree of perceived uncertainty/risk.

In the present study, it was not possible to provide empirical evidence in this regard

because of the lack of longitudinal data. However, future research can address this gap.
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Appendix

See Tables 3 and 4.

Table 3 List and description of explanatory variables

Variable Description

Motivation for saving money

Purchase own home The variable takes the value of 1 if among motivation for savings
there is the purchase of a home and 0 otherwise

Other major purchases (e.g., vehicles,
furniture)

The variable takes the value of 1 if among the motivations for
savings is future important expenses and 0 otherwise

Set up a private business or invest in an
existing business

The variable takes the value of 1 if among the motivations for
savings is the start of a business or financing investments and 0
otherwise

Travel/holidays The variable takes the value of 1 if among the motivations for
savings is future expenses for travels/holidays and 0 otherwise

Education of children/grandchildren The variable takes the value of 1 if among the motivations for
savings is the education of children/grandchildren and 0
otherwise

Provision for unexpected events The variable takes the value of 1 if among the motivations for
savings is the provision for unexpected events and 0 otherwise

Provision for retirement The variable takes the value of 1 if among the motivations for
savings is the old-age provision and 0 otherwise

Inheritance for children and
grandchildren

The variable takes the value of 1 if among the motivations for
savings is the legacy for children and grandchildren and 0
otherwise

Paying off debts The variable takes the value of 1 if among the motivations for
savings is the paying off debts and 0 otherwise

Region of residence We identify each region as a binary variable that takes the value
of 1 when the ith household lives in the region considered and 0
otherwise

Equivalent income: The equivalent income is calculated using the OECD modified
scale (Hagenaars et al. 1994; De Vos and Zaidi 1997; Zanin
and Marra 2012) as follows:

Equivalent income ¼ Net Annual Household Income
1þ0:5�ðno:adults� 1Þþ0:3�ðno:child under 14Þ

Liquidity ratio: It is measured as the ratio between household liquid assets and
net annual income (DeVaney 1994)
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Table 3 continued

Variable Description

Debt-income ratio (%): The variable measures the ratio between the amount of debt
(credit consumer and/or mortgage) paid in 2012 and the net
annual income

Debts with friends and relatives: It is equal to 1 if the family has debt with friends and relatives
that do not live together and 0 otherwise

House rent: This variable equals 1 if the household pays rent for the house of
residence and 0 otherwise

Arrears with payment of commitments: This variable equals 1 if the household is in arrears for at least 90
days for the payment of utility bills and/or rent for the house of
residence and/or installment and 0 otherwise

Female This variable identify the household head of female gender

Age: This variable is the age of the household head

Education: The educational level achieved by the household head is
classified as:

1 = illiterate, primary school education and first-stage secondary
education; 2 = secondary school education; and 3 = university
degree

Marital status: The marital status of the household head is classified as: 1 =
single; 2 = married; 3 = divorced/separated, and 4 = widower

At least one child 0–3 years old: This variable equals 1 if in the household, there is at least one
child in the range 0–3 years old

At least one child 4–6 years old: This variable equals 1 if in the household, there is at least one
child in the range 4–6 years old

Expectation of household income
growth in the next 12 months:

The possible answers are: 1 = less than prices; 2 = more than
prices; 3 = the same trend in prices; 4 = unknown

High time preference: The information on the time preference of household heads is
collected with the following question:

Imagine receiving an unexpected inheritance equal to what your
family earns in a year. Now, imagine that the inheritance is only
available after one year

Would you be willing to renounce 20 % of that amount for the
remaining 80 % immediately? If yes, and a discount up to 30
%?

We construct a binary variable that takes the value of 1 if the
household head accepts a discount rate between 20 and 30 %
and 0 otherwise

Table 4 Some descriptive statistics of the explanatory variables

Variable Mean (min–max)

Motivations for saving money

Purchase own home 0.13 (0–1)

Other major purchases (e.g., vehicles, furniture) 0.07 (0–1)

Set up a private business or invest in an existing business 0.01 (0–1)

Travel/holidays 0.09 (0–1)

Education/support of children or grandchildren 0.31 (0–1)
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