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Abstract:

Saving is considered as an important source ohdiimg investment in any
country, and a tool for achieving macroeconomibiitation. The Sudan
economy witnessed a number of difficulties over etimuch as supply
rigidities, internal and external imbalances, higindlation rates, which all
contributed in a way or another to low saving iiatéhe country. This paper
aimed at examining the determinants of saving matSudan during the
period (1990-2013) taking into consideration re@mpdsable income, real
deposit rate, and age dependency ratio as exptgnaoables. The OLS
technique is adopted for conducting the regressinalysis. The main
results obtained signify that age dependency rafiluces the saving rate,
while real deposit rate and real disposable inconpact positively. Each of
the explanatory variables is statistically sigrafit at 1% level. The saving
rate in Sudan during the period under study is dotanbe more responsive
to age dependency ratio followed by real deposié,rand lastly real
disposable income. The study recommends increasogjal security
networks particularly for children and elderly pégesides encouraging
saving awareness in both the private and publitbosgdmproving resource
management, and curbing inflation rate to prometd deposit rates. It is
highly recommended to reform the banking systemtti@ct savings. Sudan
should also focus more on policies that increassm@mic activity in the
country - particularly in the productive sectorsagfriculture and industry,
in order to enhance real disposable incomes.
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1. INTRODUCTION:

Saving is considered as an important source ohfiimg investment in any
country, and a tool for achieving macroeconomitisation. A country

with low domestic saving rates always achieves levels of economic
growth. Furthermore, lack of domestic finance lets country to rely on
foreign finance, which might cause external shocks.

Adewuyi et al (2007) argued that a sufficientlyosiy saving performance is
an important precondition for achieving economiovgth, macroeconomic

balance and financial and price stability. Thetreteship has become even
more crucial with the studies confirming that déspthe occasional

importance of international flows of capital, th@shimportant factor for a

country’s investment and economic growth is indéedwn saving.

Domestically generated savings are composed of emald savings,
corporate savings and government savings. Increasegublic sector
savings through higher taxes lead to decrease uisdhwmld and corporate
savings and consequently a decrease in produchvestments. The
marginal propensity for the government to spenkligh due to its inability
to resist political pressure to spend; hence it may be relied upon to
generate national savings directly. The househaltt$ the firms have a
crucial role to play in savings generation (MbuttZ@11).

There are different motivations to save: life-cygtte provide for anticipated
needs), precautionary, independence, inter-temarastitution (to enjoy

interest), improvement (to enjoy increasing expemd), enterprise,

bequest, avarice and down payment (Karlan and Mbr,d2010).According

to the Consultative Group to Assist the Poor (20Xmerous reasons,
including low and irregular income and lack of eaxéo financial services,
have been posited to contribute to sub-Sahararca$ri(SSA) low formal

savings rate. Access to financial services, incigddeposit or savings
accounts, remains a privilege for most of the papoh (Cited in Chowa et
al, 2012).

Historically, countries that have achieved and aunsd high growth rates
over long periods are those that were able to mairftigh domestic saving
rates, enabling strong and sustained domestic timegg. In the case of
African countries, domestic saving has remained, lteading to high
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investment-saving gaps and increased dependenedemal capital. A key
reason is the inadequate performance in domestiogsanobilization in the
public sector and in the private sector. But anartgnt factor that has been
overlooked is the leakage of resources throughtalagight (Ndikumana,
2014). Having noted this, Ndikumana (2014) analytbedinkages between
capital flight and domestic saving in the case dficAn countries. The
analysis suggested that strategies aimed at stegreapital flight should be
an important part of any plan to increase domes#eing. The paper
discussed policies for raising saving and preventiapital flight which are
derived from the analysis of the drivers of capitigght and domestic
savings. In particular, it emphasized two sets thtsgies: One is an
incentives-based strategy aimed at increasing ttheciveness of domestic
investment relative to foreign assets. This wowldrass the part of capital
flight that may be motivated by portfolio diversidition. The second is an
institutions-based approach aimed at strengthethiegegulatory and legal
systems to enable adequate investigation, prosecudnd prevention of
financial crime. He argued that African countribe@d focus mostly on the
latter. This will help deter illicit acquisition ofvealth, embezzlement of
public assets, and illegal transfer of private mimdo safe havens.

The saving rate in Africa has perpetually beenldineest compared to other
regions. It also faces serious credit constraiast this, coupled with low
income could greatly reduce any little incentivesawe (Kibet et al, 2009).

The Sudan economy experienced a number of diffeutbver time such as
supply rigidities, internal and external imbalanckgher inflation rates,
which all contributed in a way or another to lowisg rate in the country.

The general objective of this paper is to find thée major determinants of
the saving rate in Sudan over the period (1990-R0T®e specific
objectives include:
(a) Determining the effect of real disposable ineoom saving rate
in Sudan.
(b) Finding out the effect of real deposit ratesaning rate in Sudan.
(c) Determining the effect of age dependency raticaving rate in

Sudan.
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It is hypothesized that:

1. Real disposable income impacts positively on sheing rate in
Sudan.

2. The effect of realepositrates on savingatein Sudan is positive.

3. Age dependency ratio reduces the saxdargin Sudan.

The importance of the present paper stems fromfabe that increased
saving rate is of crucial importance for achievimgacroeconomic
stabilization, sustainable development and powvestipcing growth in
developing countries. In addition, savings that gemerated within the
national economy provide the means for the finapn@h domestic fixed
capital formation, which in turn, affects econorgrowth potential. Savings
also cushion the economy against fluctuating irgonal capital.
Understanding of the fundamental determinants ofinga in Sudan
represents critical importance in order to formalablicies to raise the
domestic saving rate.

To achieve the objectives of this paper, an ecotren@odel is specified
taking the saving rate as a dependent variabldewihe regressors include
real disposable income, real deposit rate, and @ggendency ratio.
Ordinary Least Squares (OLS) technique is adomieddtimation purposes.
Data on the variables of interest are collectednftbe Central Bureau of
Statistics and the Central Bank of Sudan annuartepThe time series data
cover the period (1990-2013).

The rest of this paper is organized as follows:tiBec(2) reviews the
literature, while Section (3) gives a backgrouwm savings in Sudan.
Section (4) is devoted to the research methodo#mgldata, while Section
(5) provides the empirical results and policy imngtions of the findings.
Finally, Section (6) concludes the paper with sdima remarks.

2. LITERATURE REVIEW:

Precious and Asrat (201éxamined the determinants of household savings
in South Africa over the period 1990-2011. Based tba life cycle
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hypothesis upon which the study is based as we#nagirical literature,
particular attention is paid to the effects of dgpendency ratio, the level of
household income, inflation and real interest catdhousehold savings. The
study employed the Augmented Dickey-Fuller and IpkilPerron unit root
tests to test for stationary in the time seriee Jbhansen cointegration and
the Error Correction Mechanism are employed totifiethe long-run and
short-run dynamics among the variables. The resiltise study reveal that
contrary to a theoretical expectation, the levelirmfome and household
savings are negatively related, implying that Soithican households do
not only save but increasingly rely on debt to fice their spending. On the
other hand age dependency ratio, inflation and metdrest rate have
positive long run relationships with household sgsi rate. The study
recommended that the government should embark wmteecyclical fiscal
policy to avoid the development of excessive curemcount deficits during
periods of more rapid economic growth, rising irment and falling
saving. The government should increase its savitig®ough an
improvement in the government budget balance sdoasaise overall
savings in periods of economic upswings. Secoritly,government should
look for alternative ways such as borrowing andaating foreign domestic
investments (FDI) to fund domestic investments arigrs of economic
upswings as household savings will be low.

Kalebe (2013) investigated from an empirical pahview the broad set of
possible determinants of private savings in Leseiing annual time series
data for the period 1980-2010. The paper estimiedaving rate function
and Error-Correction Modelling is used to avoid spus results. The

results indicate that public savings are imporianéxplaining changes in
private savings, both in the short-run and long-ama that the terms of
trade negatively influence private savings in Lesan the long-run. Based
on these results, the government should avoid sk@esaving as that
would compromise on the private savings and hengatp investment and
production capacity of the economy. Therefore,fibeal policy should be

designed and implemented in a prudent way such ithesnnot lead to

crowding out of private saving which could exacéebthe already bad
unemployment situation in Lesotho.
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Ayalew (2013) investigated determinants of domestawing in Ethiopia

using the autoregressive distributed lag (ARDL) rimsli testing approach.
The analysis was based on time series annual ds@ricg the period

1970/71-2010/11. The Estimated results revealed trawth rate of

income, budget deficit ratio and inflation rate westatistically significant
short run and long run determinants of domestiagngain Ethiopia. But,

depositing interest rate, current account defiatior and financial depth
were found to be statistically insignificant detamemts in the long run.
However, in the short run, financial depth and reté rates were found to
have statistically significant meaning in explagpiliomestic savings in
Ethiopia. The overall findings of the study undeell the importance of
raising the level of income in a sustainable manménimizing the adverse
impacts of budget deficit and inflation rate anceating competitive

environment in the financial sector.

Nurudeen Abu et al (2013) employed Panel Corre@&hdard Errors
(PCSE), OLS and Two Stage Least Squares (TSLS)auetith random
effects to investigate the impact of the politicalstability-income
interaction on savings in ECOWAS countries during period 1996-2012.
The empirical evidence illustrates that higher i stability is associated
with higher savings and income levels moderate dableerse effect of
political instability on savings, indicating thahet impact of political
instability on savings is higher in low income EC®@®/ countries, but
lesser at higher levels of income. The paper recent®d the promotion of
political stability via increases in incomes toseisavings in theCOWAS
region.

Chowa et al (2012) argued that although researchshawn that poor
people in sub-Saharan Africa (SSA), including thbgmg in rural areas
save, little is known about the factors that infloe saving and asset
accumulation among this population. Using threeéigcal perspectives on
saving and asset accumulation, they examined thedber determinants of
saving and asset accumulation among low-incomevithaials in rural
Uganda. Compared with the individual-oriented andcidogical
perspectives, institutional theory explains a lapget of the variance in
saving outcome among rural, low-income househddsalth, proximity to
financial institutions, financial education, andhdncial incentives are
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positively associated with higher saving perfornearféindings suggest that
poor people can and do save, particularly whenitutigtnal barriers to
saving are removed. Institutional structures, whecitourage low-income
individuals to save, may contribute to a poverguaion policy that shifts
from just income supplementation to a more inclesivealth promotion
policy that assists people in creating their owthpays out of poverty.

Kiptoo (2011) empirically investigated a set of etetiants of domestic
savings in Kenya for the period (1970- 2011), wsfhecial focus on the
impacts of remittance inflows on domestic savir§scondary data sourced
from the World Bank database and Kenya NationakBurof Statistics was
used. The Error Correction Model (ECM) was adopted estimation
purposes. The empirical results showed that thea@inpf remittance on
domestic savings in Kenya is positive and signific&urthermore, GDP
per capita, exports and investment affect domestigngs positively and
significantly. Real interest rate does not have igniscant effect on
domestic savings. The study recommended, among rspthéhat
government’s effort should be geared towards imipigothe inward flow of
remittances by considering a favorable tax treatrf@rmigrant investment
in securities and offer the same tax treatmentredf¢o foreign investors for
certain classes of investment.

Mualley (2011) examined from an empirical pointvadw the response of
domestic savings in a set of African countries ¢8bintries) to per capita
income, commercial banks’ interest rate, and theeggpendency ratio. For
this purpose, the OLS technique is applied to ssseection data on
domestic savings, income, commercial banks’ intenege, and age
dependency ratio taken from African countries fog period (1990-1999).
The results suggest that African savings are elastincome only. These
results strongly support the theoretical argumemtkvidentified income as
an important determinant of savings. Based on thimay be argued that in
their mobilization of domestic savings for the decation of economic
growth and development, African countries shouldufbomore on policies
that increase incomes and reduce unnecessary agendi

Munir et al (2011) examined the effect of workersmittances on the
private savings behavior in Pakistan by using tHRDA bounded testing
approach. They concluded that the workers’ rent#tanhave positive
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impacts on the private savings in the long run #me short run, thus
workers’ remittances are both consumed and savedhdfmore, the
foreign direct investment has negative influencesanings because it does
not reach poor households directly.

Mbuthia (2011) examined the underlying factors dweieing a household’s
choice of saving in formal, semi-formal and infoirfiaancial institutions
in Kenya using a separate bivariate logistic mot® each of the
institutions. In addition, the study examined tle¢éedminants of households’
level of financial savings using weighted ordindepst squares method.
Correlation between decision to save in formal, igermal and informal
financial institutions was identified through pawse correlations. Major
hindrances to ownership of bank accounts were idsatified. The study
utilized secondary data collected from a sample 6898 Kenyan
households. In each of the three forms of finaniaistitutions, the level of
financial information held about the financial ihstion, credit availability
in the financial institution and the level of a Isehold income were the
most significant variables in a household’s decidio save in a particular
financial institution. The level of household inceymperceptions of high
interest rates on savings held in financial ingbtus and the main financial
service provider being a formal financial institutisignificantly increased
the level of household financial savings. Positegrelations were found
between savings in all the financial institutiofth@ugh they were stronger
between savings in formal and semi-formal finanmatitutions. Resource
constraints in a household were the major hindran@avnership of a bank
account. The ministry of finance should collabonaith the banking sector
to introduce financial education programmes toginén the public on the
benefits of saving in formal and semi-formal finghcinstitutions to
enhance long-term finance. In addition, the govemin through the
relevant ministries, need to introduce measuresemhance incomes
especially among households who derive most ofr timeiome from the
informal sector.

Jongwanich (2010) investigated the determinantsoaisehold and private
savings in Thailand for the period of 1960 to 200de extended version of
life cycle model was used to estimate the savingstfon by using ARDL
modeling technique. The independent variables uisetthe extended life
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cycle model were growth rate of real per capitame, youth dependency,
elderly dependency, inflation, terms of trade, nedrest rate and credit
constrained. The results proved positive associatfeconomic growth and
inflation with domestic and private savings, wherd¢he availability of

credit tends to be negatively associated with #nangs rate. The elderly
and youth dependency has a negative influenceehdhbsehold and private
savings, the magnitude of the association is faatgr for the former than
for the latter. Furthermore it was concluded that fiscal policy is playing

an important role in increasing the level of nagibsavings in the economy.

Using Granger-Causality test, Emmanuel and Ahma&@Xp examined the
causality between economic growth and the growta ghdomestic savings
for Congo, Cote d'lviore, Ghana, Nigeria, KenyaytBdAfrica, and Zambia.
The empirical results indicate that for Ghana, Kenyigeria and Zambia,
economic growth Granger causes growth of domeatimg. For the case of
Congo, the result indicated that growth of domes#éizings Granger causes
economic growth. For the case of South Africa adte@'lviore, the results
revealed the existence of two way causality.

3. SAVINGS IN SUDAN: A REVIEW

This section gives a background on the trends innga in Sudan and
highlights findings of some of the empirical stwlieonducted on the
determinants of savings in Sudan. In addition, ¢betion provides some
information about the Central bank of Sudan threaryprogram (2012-
2014).

The average saving rate in Sudan as a developingtrgo is below

ambitions. Lack of adequate domestic finance is @omobstacle to
development in the country. Based on data colledtech the Central

Bureau of Statistics, Sudan, the average SavingsGidational Income
ratios during the periods (1990-1994) and (19959)98ere estimated at
4% and 5.5%, respectively. The situation improvédrail exploration in

the country in 1999, where the saving rate rea@®d during the period
(2000-2004), while it dropped since then to rea@l6% and 17.6% during
the sub-periods (2005-2009) and (2009-2013), résade

Arabi (2014) assessed economic development patSudan during the
period 1977 -2009 via genuine saving rate (GSR) mvestigated the
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factors that affect genuine saving, using vectaor@gression. Genuine
saving estimates were obtained from World Bank dkierperiod 1977 to
the referendum on South Sudan secession in 200fultReshow that the
past values of manufacturing share to GDP, GSRelhgumce, and growth
rate have positive effects on GSR, contrary to Gfgfged twice, and import
duty rate values. Almost half the period under abersition, Sudan suffered
from dis-saving, affecting adversely well-being aswaktainability. Dutch
disease is apparent since the export of oil indkiequarter of the 1999.

Mohamed et al (2012) examined impacts of foreigchaexge rates against
the Sudanese currency on savings. The increadieg saforeign currencies
in the domestic Sudanese Black markets have simadtssly resulted in the
continuous depreciated Sudanese currency values tbheeyears (2011-
2012) and the subsequent increases in commodties's and accelerated
inflation rates. With the economic slowdown theadrsgd with the global
financial crisis, the problem has evolved into retagflation. The black
market became the de facto source of foreign camesrin the country with
the diminishing ability of the government to pro®icconsidering her
dwindling reserves. The Sudanese people's genesgiomse was to
minimize their savings in national currency withalig withdrawals from
the financial institutions and buying, investingreal states, gold or foreign
currencies. The latter, added to the demand fagidar currencies in the
domestic market. Medium-term solutions are depiateghticing FDI in the
country and enhancing the productivity of the ecomoreal sectors.
However, instantaneous feasible solutions are teerafficial foreign
currencies exchanges or reducing them. The expettects are to enhance
savings and accelerate the already slowed ecoraxtiigties in Sudan. The
conducted econometric analysis confirmed that tegaldiation of the
exchange rate for the national currency reducesgsvThe required total
savings to enhance the financial institutions tarfice domestic economic
activities are estimated at 1.21 Billion dollare@aling to the econometric
results. The coefficient of determination’Rvas estimated at 75%, which
proves the model significance. The overall condusis that there is a
negative correlation between foreign currenciessratnd savings rates in
Sudan.

10
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According to the Central Bank of Sudan (CBOS, 201t% CBOS policies
for the year 2012 are based on the guidelines aads gf the three year
program (2012-2014), which has been designed aogdted to cope with
the negative consequences owing to exit of resswtéhe oil produced in
South Sudan after secession on the progress &utienese economy.

The three year program (2012-2014) has identifiedr fpillars for the

economic, financial, monetary and social policiggar would achieve, at
the end of the period, restoration of the intearad external equilibrium of
the economy and hence resumption of sustainableoeuc growth under
stability. The pillars are:

» The financial policies pillar

* The monetary policies pillar

» The real sector policies pillar

» The social stability policies pillar

According to the policies cited in the four pillarseentioned above and in
full coordination with the Ministry of Finance ariiational Economy and
the rest of the economic and social sector miesstrthe Central Bank of
Sudan issues the following policies for the yeat20

First: Mobilization of National Saving Pillar

This pillar aims at expanding the attraction ofiowél savings in local
currency for the purpose of providing the finanai@sources required for
economic activity in general and by concentratingfiaancing, producing
manufacturing and exporting processes of the contrasanentioned in the
program so as to achieve the objective of impgotacement and exports
boosting. That would be realized by encouraging libeks and the non-
bank tax bases to attract the National Savingsutirothe following
measures:

(a) Abolishing the restrictions on the banks toropew branches so as
to allow them to open their branches without makiegspurce of the
Central Bank for approval.

(b) Simplifying procedures for opening current aous and savings and
investment accounts with the banks.

(c) Taking the necessary measures to stop usingchiegue as a
guarantee instrument and activate the Bills of Brge Act to
become a substitute for the use of cheques forréef@ayment.

11
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(d) Dropping the savings and investment deposib@atts from the
process of calculating the legal cash reserve.ratio

(e) Spreading the electronic banking serviceslinfahe cities and rural
areas.

(H Encouraging the establishment of bank and ramkbfinancial
institutions specialized in mobilizing resourcexosting savings
rates and developing savings products.

(g) Encouraging the banks to pay the holders ofkbdeposits
remunerative profits.

Second: Allocation of resources Pillar
Third: Achievement of economic stability

Fourth: Banking, supervisory, development of payment, famancial and
banking technology systems.
Fifth: Developing currency management pillar.

Sixth: Micro and Mini finance policies.

Mohamed (2007) estimated the saving function foda®uover the period
(1990-2004) using OLS technique. The explanatonyabées taken into
consideration are disposable income, inflation,rdte degree of financial
depth, and GDP. The study also assumed that thersaaffecting savings
in Sudan are not only economic factors, but theeecther social, political
and natural factors. The results reveal that desiplesincome, the degree of
financial depth, and GDP impact positively on sgsginwhile the inflation
rate impacts negatively. The study pointed out nleed to disseminate
banking services and saving facilities, besidesliging saving awareness
among people and expansion of contractual savingsdyy encouraging
life and social insurance to cover the greatessiptssnumber of people.

Adam (2004) estimated the causal relationships émtwdomestic saving
measured by growth rate of domestic saving and auen growth

measured by growth rate of real gross domesticymtosh Sudan for the
period (1982-1999). As opposed to the previousistughich have mainly
utilized panel-estimation method, the test of chiyshere carried-out in
time-series settings. Unlike past studies this ysttebted an alternative
hypothesis: that higher growth rates of real grdesiestic product cause
growth rate of domestic saving. The direction ofigaity is investigated

12
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using the OLS estimator and Hisao's (1971, 1984t)rtg procedure, which
is a combination of Granger's (1969) causality tastl Akaike's (1969)

Final Prediction Error (FPE) criterion. The empaticesults lend for greater
support to the hypothesis that there is two-waysatian (feedback effect)
between saving and economic growth. That meandwhbevariables are

both cause and effect of each other. Policymakémsuld give equal

importance to policies, which regard higher savargl investment as a
consequence of higher economic growth.

Arabi (2002) analyzed the Sudanese economy viastment — Saving gap
and Import — Export gap. He also identified theeesial factors that affect
economic growth. The most important results are tlmminance of

Investment — Saving gap over Import — Export gapy level of labor

productivity, low level of total factor productiyit which reflects the
decrease in technological level of the Sudaneseoeey, the growth rate of
capital productivity is three time the growth obda productivity. Factors
that cause Investment — Saving gap are excessitauapital productivity,

reliance on primary production as a main sourcecohomic activity, while

those which cause Import — Export gap are real axgh rate, terms of
trade, and investment. The influence of Investrae8aving gap on growth
is obvious compared to the other gap.

Abdallah (2002) investigated from an empirical pahview, the causality

between domestic savings and economic growth iraSddring the period

(1971-1994). The study adopted the well-known Geand969) causality

test. The results of the study reveal that econgmowth Granger causes
growth of domestic saving, asserting that thera isne way relationship
running from economic growth to the growth of dotresaving.

4. RESEARCH METHODOLOGY AND DATA:

This section outlines the research methodology whktbe adopted in the
analysis and outlines the sources of data employeéde empirical model.
As mentioned earlier, the ultimate objective ofstpaper is to specify an
empirical model to investigate the determinantsaMing rate in Sudan over
the period (1990-2013). The model to be estimatdeg the following
general functional form:

13
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SR = F(YY, R, D) (1)
Where:
SR : Saving rate (Savings as a percentage of Grodsordh
Product).

Y’: Real disposable income (real after tax income).
R: Real deposit rate (deposit rate adjusted byrtfiation rate).
D: Age dependency ratio.

Based on economic theory, disposable income is ia wheterminant of

savings. In fact, households tend to increase gaimgs as their after tax
incomes increase. According to the Keynesian agprothe increase in
savings is always proportional to the increase ispakable income,

suggesting that the marginal propensity to say®sstive but less than one.
The coefficient of real disposable income is expédb be positive.

The saving rate is affected by the deposit rateuddbolds are encouraged
to increase their savings as the deposit rategeejrom commercial banks
increases. For the purpose of this paper, depatst is adjusted by the
inflation rate to obtain the real terms. We expibet real deposit rate to
impact positively on the saving rate.

The population structure has been identified asciof affecting saving
behavior in less developed countries. Recent tilezaindicates that the
saving rate is negatively related to the age depmenyd ratio. High
expenditure rates of the households in Sudan olb@med of their children
and the elderly people in the family - particulaalfger liberalization policy,
put pressures on the family budgets, thereby lowethe savings. Data on
age dependency ratio (D) is calculated as the oatitependents (population
under age 15 and above age 65) to total populafiba.coefficient of the
age dependency ratio is expected to be negative.

The time series data on the variables of interestcampiled from official
sources namely, Central Bureau of Statistics aeadCéntral Bank of Sudan.
3. THE EMPIRICAL RESULTS:

It is useful to start the analysis by providing sodescriptive statistics for
the study variables as given in table (1).

14
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Table (1)
Descriptive Statistics for the Study Variables (1990-2013)
. Deviation fici f
Indicator | Average Standar(dSD)ev atio Vc;?gtigr??é?/)
SR 14.1 8.9 0.632
y¢ 632.9 294.5 0465
R 1.1 0.8 0.807
D 46.6 1.1 0.024

Source: Own Calculations.

It is clear from table (1) that real deposit ratbibited the highest degree of
volatility (81%) followed by the saving rate anakeisposable income. The
average real deposit rate during the period undesideration is estimated
at only 1.1%, while the average saving rate isvested at 14%. It is also
clear that nearly have of the population in Sudendependent on others,
with an average age dependency ratio of 47%.

Before conducting the regression analysis, it ipdrtant to test for the
stationary of the variables included in the empirimodel. For this purpose,
the Augmented Dickey-Fuller (ADF) unit root testliivine used. The results
are given in table (2), where the figures inside plarentheses are the P -
values.
Table (2)
Results of the Unit Root Tests for the Study Variables
(With Trend and Intercept:(1990 -~ 2013)

Variable ADF t-Statistic | Stationary Test Order
Ln SR (05085) First Difference
Ln Y (Odbgg) Second Difference
LnR (05038) First Difference
Ln D (07083) First Difference

Source: Own Calculations.

15



ﬂ Khartoum University Journal of Management Studies KUJMS
School of Management Studies. Vol.10, Issue 1, 2016

The results in table (2) indicate that the ADF tesatistics for the
coefficients of all variables are significant at [1#édicating that the real
disposable income is sationary after differencimg,t while the other
variables are stationary after differencing once.

By applying the Ordinary Least Squares (OLS) tegh@j we estimated the
log linear form of equation (1). The estimationules are shown in table (3)
after solving the autocorrelation problem, where figures inside the

parentheses are the t-ratios of the estimated paeasnand those inside the
square brackets are the P - values.

Table (3)
Estimated Saving Rate Function for Sudan (1990-2013)

Estimated Coefficient (elasticity) of _ )
d F-Ratio | R® | D.W.
Y R D
0.51 0.63 -0.77
(8.5) (6.3) (-4.3) 26.5
[0.000] [0.000] [0.000] [0.000] | 0.96] 1.86

Source: Own Calculations.

The estimation results of table (3) reveal thatdkplanatory power of the
estimated model is 96% as indicated Ky Fhis indicates the goodness of
fit. All the expected signs are confirmed by thep@ioal results. The
coefficients (elasticities) of ¥ R, and D are found to be statistically
significant at the 1% level as indicated by thattes. Based on the F-ratio,
it is clear that the estimated model is significainthe 1% level. The Durbin
— Watson statistic (D.W) indicates the absenceutd@rrelation problem at
the 1% level. The results also signify that theirsgvate in Sudan is more
responsive to age dependency ratio followed by depbsit rate, and lastly
real disposable income. For example, an increastyn age dependency
ratio will deter the saving rate by 0.77%. On thieeo hand, an increase by
1% in real deposit rate and real disposable incafieenhance the saving
rate by 0.63% and 0.51%, respectively.
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These results illustrate that the explanatory Wem taken into
consideration are quite important for the attractid savings needed for the
development of Sudan. The study recommends incrg@asicial security
networks for the wellbeing of children and eldempeople, besides
developing saving awareness among households sodnaihe government
institutions. In this regard, improving resource nagement is quite
important. It is highly recommended to reform thanking system to
encourage depositors. Policies should also focustalnilization of general
price level by curbing inflation, so that peoplenbgt more from the deposit
rates they get. In addition to that, diversificatiaf the resources is required
to reduce the inflationary effects and provide kdbnding in the country.
Sudan should also focus more on policies that asgeeconomic activity in
the country - particularly in the productive sestasf agriculture and
industry, in order to enhance real disposable irerReducing the tax rates
matters for promoting disposable incomes of theskbalds.

6. CONCLUDING REMARKS:

This paper aimed at examining the determinantd@ftaving rate in Sudan
during the period (1990-2013). An econometric magelsed for analytical
purposes by adopting the OLS technique. In additeome descriptive
statistics are provided. The main results obtainikdbstrate that age
dependency ratio reduces the saving rate, whiledeaosit rate and real
disposable income impact positively. Each of thplaxatory variables is
statistically significant at 1% level. The savingte in Sudan during the
period under study is found to be more responsivage dependency ratio
followed by real deposit rate, and lastly real dsgble income. The study
recommends increasing social security networksiquéatly for children
and elderly people, besides encouraging saving eamesas in both the
private and public sectors and improving resoure@agement. It is highly
recommended to reform the banking system to attsawings. Policies
should also focus on lowering the inflation ratepimmote real deposit
rates. Policies that aim at increasing real didplesacomes in the economy
are highly required.
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