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Abstract
This study investigates the differences in precautionary savings between black and white Americans using the
theories of reasoned action and individualism and collectivism. A sample of 626 participated in the survey - 229
blacks and 397 whites. Study finds the reason for difference in savings between the groups is due to the influence
of individualism and collectivism, which affects the saving decisions of the groups. While subjective norm and
attitude affects saving behavior regardless of race, behavioral intent mediates the effects of both toward saving
behavior. Attitude moderates the effect of individualism on saving behavior while subjective norm moderates the
effect of collectivism on saving behavior. Blacks are highly different in collectivism compared to whites.
Therefore, the influence on subjective norm and attitude and the relationship in moderation affects saving
decisions differently between the groups, hence a difference in the precautionary savings behavior and outcome
between blacks and whites.
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1. Introduction
The difference in precautionary savings between black and white Americans has generated an increasing level of
discussion over the years among policy makers and stakeholders, including scholars in research studies.
According to Blau and Graham (1990), only about 25 percent of the wealth gap between blacks and whites can be
attributed to racial differences in income and demographic variables. Blau and Graham and Terrell (1971) found
that there are still differences in wealth between blacks and whites even after controlling for demographics. Blau
and Graham states, “our results indicate that even if society were successful in eliminating all the disadvantages
of blacks in terms of their lower incomes and adverse location and demographic characteristics, a large portion of
the wealth gap—78 percent—would remain” (Blau and Graham, 1990, p. 332). The authors found this racial
difference to be due to inheritance and other intergenerational transfers among blacks and whites and lack of a
vision of the future among blacks.
Terrell also found that the past history of blacks regarding wealth accumulation affects their current economic
status. He argues that this has become part of blacks’ way of life and thus concluded that “economic equality for
black families will not be achieved when the current annual income gap between black and white families is
eliminated because of the considerable wealth gap that will remain as legacy of economic deprivation” (Terrell,
1971, p. 377).

2.
This paper postulates that this differential is not only due to differences in demographic variables but also due to
differences in personal attitudes and sub-culture subjective norms, individualism and collectivism concerning
precautionary saving decisions. The theory of reasoned action as proposed by Ajzen and Fishbein (1980)
provides a theoretical base for this paper. The theory posits that individual beliefs form the attitude and subjective
norms. The favorable or unfavorable attitude and subjective norm determine the behavioral intention and
consequently lead to a target behavior.
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“Intentions are assumed to capture the motivation factors that influence a behavior; they are indications of how
hard people are willing to try or how much an effort they are planning to exert in order to perform the behavior”
(Ajzen, 1991, p. 181). For blacks and whites in this study, the argument is that the intention to save are influenced
by attitude and subjective norm. Blacks and whites have the same beliefs but hold them with different strengths.
While they may believe the same things to be true, they may hold these beliefs with different levels of confidence.
The groups have similar beliefs and hold them with similar strength, but put different weight on personal attitudes
and subjective norms in determining their savings behavior. Belief refers to a person’s subjective probability
judgments concerning some discriminating aspect of his world; it deals with a person’s understanding of himself
and his environment (Fishbein and Ajzen, 1975, p. 131). In this paper, it refers to both the behavioral and
normative aspects of belief as it relates to precautionary savings. Behavioral belief regarding savings is subjected
to evaluation and outcome in consequences.
H1a
The strength of behavioral belief of blacks and whites is different regarding savings
H1b
The strength of normative belief of blacks and whites is different regarding savings
Another way in which personal attitudes and subjective social norms could differentially influence precautionary
savings is that the personal attitude or the norms for the two groups could be different. The posit is that the two
groups could either hold different personal attitudes toward savings or respond to different subjective norms about
savings and these differences in belief lead to different behaviors. Attitude is defined as a psychological tendency
that is expressed by evaluating a particular entity with some degree of favor or disfavor (Eagly and Chaiken,
1993).
Conversely, subjective norm is a normative-based cognition and represents the person’s evaluation of whether
significant others want him or her to engage in the target behavior and, in turn, his or her motivation to comply
with these others’ desires (Hagger et al., 2002, p. 4). In this case, blacks and whites may be responding to
different subjective norms about precautionary savings and this may lead to these differences in savings decisions.
From the theory of reasoned action, subjective norms are based on salient beliefs that are normative. Therefore,
there may be differences between blacks and whites if both are responding to different norms and if these norms’
views of precautionary savings are different.
H2a
H2b

Personal attitude of blacks and whites is different regarding precautionary savings decisions
Subjective norm of blacks and whites is different regarding precautionary savings decisions

Finally, one more way in which personal attitudes and subjective social norms could differentially influence
precautionary savings is that blacks and whites have similar beliefs and hold them with similar strength, but put
different weight on personal attitudes and subjective norms in determining their savings behavior. Conversely,
like the attitude, subjective norms are based on salient normative beliefs of what the significant people to the
respondent think he or she should do regarding the action in question (Kalafatis and Pollard, 1999, p. 443). So, it
is likewise possible for there to be differences in saving behavior even if all beliefs are similar and held with
similar strength, if there is a difference in the weight given to subjective norms in the determining of
precautionary saving behavior.
H3a

Blacks and whites have similar beliefs and strengths regarding savings but the influence of
personal attitudes differs for different groups; the influence places different weight on the effect
on saving behavior.
H3b
Blacks and whites have similar beliefs and strengths regarding savings but the influence of
personal attitudes differs for different groups; the influence places different weight on the
intention to save.
H4a
Blacks and whites have similar beliefs and strengths regarding savings but the influence of social
norms differs for different groups; the influence places different weight on the effect on saving
behavior.
H4b
Blacks and whites have similar beliefs and strengths regarding savings but the influence of social
norms differs for different groups; the influence places different weight on the intention to save.
Behavioral intention in precautionary savings as it relates to blacks and whites could be a consequence of how
favorable or unfavorable are the subjective norm and person’s attitude. Thus, “the theory of reasoned action
(TRA) hypothesizes that an individual’s stated intention to engage in a given behavior is the most immediate
predictor of that behavior” (Ajzen and Fishbein, 1980).
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Therefore, saving intention is defined in this study as an indicator of what decision individual blacks or whites
will likely make regarding engaging in precautionary saving and the motivation to do so. Thus, how favorably
behavioral saving intention is for blacks and whites would likely to depend on personal attitude and subjective
norms.
H5 The intention to save mediates the effect of personal attitude and subjective norm on saving behavior.
Providing further explanation for this difference is the concept of individualism and collectivism, which has the
implication of culture as it relates to blacks and whites. Individualism is defined as “a social pattern that
comprises loosely linked individuals who view themselves as independent of collectives and are primarily
motivated by their own preferences, needs, and rights and the contracts they have established with others” (Hui
and Villareal, 1989; Triandis, McCuster, and Hui, 1990; Triandis, 1990, 1995). Conversely, collectivism is
defined as a “close linkage among individuals who see themselves as parts of one or more collectives and are
primarily motivated by the norms and duties of those collectives, emphasizing connectedness with other members
of the collectives” (Durkehim, 1949; Singelis, 1994; Triandis, 1990, 1995). Moreover, Oyserman et al. (1995) in
their study of socially contextualized identity and school performance found blacks to be collectivists and whites
to be individualists. Therefore, if blacks and whites are collectivists and individualists, respectively, and if
collectivists are more likely to be influenced by their subjective norms than individualists, then blacks should be
more influenced by social norms than whites. Conversely, if individualists are more likely to be influenced by
personal attitudes than collectivists, then whites should be more influenced by attitude than blacks.
H6a Whites are more individualists than blacks
H6b Blacks are more collectivists than whites
H7a Individualists are influenced more than collectivists by attitude
H7b The influence of personal attitude on individualism affects the intention to save of blacks and whites,
hence the difference between the two in precautionary saving outcome
H7c The influence of personal attitude on individualism affects saving behavior of blacks and whites, hence the
difference between the two in precautionary saving outcome
H7d The influence of subjective norm on individualism affects intention to save of blacks and whites, hence the
difference between the two in precautionary saving outcome
H7e The influence of subjective norm on individualism affects saving behavior of blacks and whites, hence the
difference between the two in precautionary saving outcome
H8a Collectivists are influenced more than individualists by subjective norm
H8b The influence of subjective norm on collectivism affects saving behavior of blacks and whites, hence the
difference between the two in precautionary saving outcome
H8c The influence of subjective norm on collectivism affects intention to save of blacks and whites, hence the
difference between the two in precautionary saving outcome
H8d Collectivism is influenced by personal attitude
H8e The influence of attitude on collectivism affects saving behavior of blacks and whites, hence the difference
between the two in precautionary saving outcome
H8f The influence of attitude on collectivism affects intention to save of blacks and whites, hence the difference
between the two in precautionary saving outcome
Precautionary savings is the dependent variable and it is described here as the percentage of income an individual
puts in an approved financial instrument for the purpose of future consumption. These include money invested in
a savings portfolio, retirement accounts, and other qualified and non-qualified plans This becomes the
precautionary savings behavior.

3. Factor Analysis and Reliability Estimates
Factor analysis was conducted with all items together that produced eight factors after trimming for cross
loadings. The results in Table 1 show the factor loadings and reliability estimates for this study.
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Table 1: Reliabilities, Factor Loadings, and Factor Correlations (Maximum Likelihood with Promax
Rotation)¹

Seven items measure individualism, which examines how individuals perceive their interest over others.
Collectivism looks at how individuals perceive the interest of others over their own and this is measured also with
seven items. An exploratory factor analysis on individualism and collectivism produced two factors. Loadings
were substantive, indicating convergent validity. Also, estimated reliabilities for individualism and collectivism
were .74 and .86, respectively.
Twelve items measured subjective norm and loaded on four factors. One factor measures parent as the referent
group; another factor measures spouse as a referent group; the third measures those who would meet the
expectation of friends, family, and others regarding savings; and the fourth measures those who know friends,
family, and others who save regularly.
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All twelve items loading were substantive for convergent validity. Estimated reliabilities for the four factors in
subjective norm are .89, .80, .76, and .72. Five items measuring attitude loaded substantively indicating
convergent validity with an estimated reliability of .86. The two items measuring behavioral intent also loaded
substantively and with an estimated reliability of behavioral intent of .81.
The KMO in this study is .82, indicating sampling adequacy with the Bartlett test for sphericity significant at the
.000 level. The factor correlation matrix in Table 2 shows the correlation between the factors.
Table 2: Factor Correlation Matrix

Construct

1

2

1 Collectivism
2 Attitude
3 Individualism
4 Subjective norm - referent friends, family and others

1
0.45
0.47
0.09

1
0.53
0.06

5 Subjective norm - referent spouse

0.20

0.08

6 Subjective norm - know people who save

0.19

0.06

7 Subjective norm - referent parent

0.15

0.06

8 Behavioral intent

0.13

0.27

Maximum Likelihood Extraction
.20

Factor number
3
4
5

1
0.0
1
0.0
2
0.0
8
0.0
0
0.0
7

6

7

8

1
0.2
1
0.4
9
0.4
0
0.1
5

1
0.2
1
0.2
5
0.1
3

1
0.3
1
0.1
5

1
0.1
0

1

Promax Rotation Suppressed value <

Findings
The results in Table 3 show correlations between constructs in the model.
Table 3: Correlations of Study Measurement and Descriptive Statistics N = 626
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Subjective norm is positively correlated to attitude r = .11 (p<.01), behavioral intent
r = .14 (p<.01), collectivism r = .24 (p<.01), and saving behavior r = .11 (p<.01). Attitude is positively correlated
to individualism r =.46 (p<.01), behavioral intent r = .29 (p<.01), collectivism r = .39 (p<.01), and saving
behavior r = .15 (p<.01). Behavioral intent is positively correlated to individualism r = .12 (p<.01), collectivism r
= .17 (p<.01), and saving behavior r = .41 (p<.01).

4. Test of Hypotheses
Hypotheses 1a, 1b, 2a and 2b are not supported as the results in Tables 4 and 5 do not show significant differences
between the groups due to race.
Table 4: Test of Mean Differences and Standard Deviation
Black N = 229

Attitude
Subjective norm
Saving Behavior

Mean
4.42
3.62
2.82

SD
0.65
0.63
1.42

White N = 397

Std Error
0.04
0.04
0.09

Mean
4.35
3.63
2.83

SD
0.66
0.51
1.46

Std Error
0.03
0.03
0.07

Table 5: Result of Independent Samples Test

t-value
________________________________________
Attitude
1.34
Subjective norm
-0.33
Saving Behavior
-0.09

df

Sig.

624
402.45
624

0.181
0.741
0.932

Normative and behavioral beliefs lead to subjective norm and attitude, respectively. In Table 4 the mean of
attitude for blacks of 4.42 compared to whites of 4.42 is very close, and the standard deviation of 0.65 for blacks
and 0.66 for whites is close as well. Also close are the mean and standard deviation in subjective norm and
savings behavior of the two groups. Mean and standard deviation for blacks in subjective norm are 3.62 and 0.63
compared to whites of 3.63 and 0.51. Saving behavior for blacks is a 2.82 mean and a 1.42 standard deviation.
Whites with a 2.83 mean and a 4.16 standard deviation show there is not much difference between the two groups
in this regard.
Table 5 shows the result of independent sample tests of the groups. This indicates there is no evidence to show
that there is difference in the mean of attitude, subjective norm, and saving behavior between the two groups that
is due to race. In attitude, t – value = 1.33 (p= 0.18); in saving behavior, t – value = -0.09 (p= 0.93); and in
subjective norm, t – value = -0.33 (p= 0.74).
Hypotheses 3a and 3b state that blacks and whites have similar beliefs and strengths regarding savings but the
influence of personal attitude differs for different groups; the influence places different weight on the effect on
saving behavior and the intention to save, respectively. Hypotheses 4a and 4b state that blacks and whites have
similar beliefs and strengths regarding savings but the influence of social norms differs for different groups; the
influence places different weight on the effect on saving behavior and the intent to save, respectively. Hypothesis
5 states that the intention to save mediates the effect of attitude and subjective norm on saving behavior. Results
are displayed in Tables 6, 7, and 8.
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Table 6: Test for Difference in Attitude and Subjective Norm with Racedummy
B Coefficient
______________________________________________________
Attitude (DV)
Racedummy
0.07
Subjective norm (DV)
Racedummy

Std. Error

0.03

-0.02

0.05

**p<.01 *p<.05
Table 7: Test for Interaction Effect with Racedummy
1

3
4
B Coefficient
Mean
________________________________________________________________________________
Saving Behavior (DV)
2.83
Racedummy
-0.01
-0.04
-0.03
1.46
0.37
Attitude
0.34**
0.31**
0.41**
4.37
Subjective norm
0.27*
0.30*
3.63
Racedummy x attitude
-0.29
1.62
Racedummy x subjective norm
-0.06
1.32
Behavioral Intent (DV)
Racedummy
Attitude
Subjective norm
Racedummy x attitude
Racedummy x subjective norm

0.11

2

0.08
0.50**

0.08
0.48**
0.23**

0.44
0.44**
0.34**
0.11
-0.23

3.77
0.37
4.37
3.63
1.62
1.32

SD
1.44
0.48
0.66
0.56
2.17
1.78
1.14
0.48
0.66
0.56
2.17
1.78

**p<.01 *p<.05
Table 8: Test for Mediation Effect of Behavioral Intent
Model
B Coefficient

Std Error

Behavioral Intent
Behavioral Intent - BI (DV)
Attitude → BI
Subjective norm → BI

0.48**
0.23*

0.07
0.08

Saving Behavior - SB (DV)
Attitude → SB
Subjective norm → SB

0.31**
0.27*

0.09
0.10

Saving Behavior - SB (DV)
Attitude → SB
Subjective norm → SB
Behavioral Intent → SB

0.07
0.15
0.50**

0.08
0.10
0.05

**p<.01 *p<.05
The results in Table 6 show no significant ß values for racedummy on attitude and racedummy on subjective
norm. This means there is no difference between blacks and whites in subjective norm and attitude due to race.
This suggests that blacks and whites have similar strengths and beliefs in this regard. The results in Table 7 show
no moderation effect of race, with racedummy x attitude showing non-significant ß value of -.29, and racedummy
x subjective norm also showing a non-significant ß value of -.06, which means there is no direct relationship
between race and subjective norm and race and attitude that affects savings behavior.
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The results also show there is main effect of attitude and subjective norm on saving behavior with a ß value of
attitude of .41 (p< 0.01) and subjective norm of .30 (p<0.05). This indicates an influence of attitude and subjective
norm on saving behavior. This result suggests that there is influence of subjective norm and attitude toward
saving behavior. However, this influence is not due to race, which means that subjective norm and attitude affects
a person’s saving behavior regardless of his or her race.
The results in Table 7 show that behavioral intention to save is also influenced by attitude with .44 (p<0.01) and
by subjective norm with .34 (p<0.01). This result suggests that saving decision regarding intent to save is
influenced by subjective norm and attitude regardless of the race of the individual.
Attitude is considered the major determinant of behavior and it is a learned behavior that enables people to
respond to an object either favorably or unfavorably, hence it can be learned by blacks or whites. Conversely,
subjective norm, as explained earlier, is a normative-based cognition and represents the person’s evaluation of
whether significant others want him or her to engage in the target behavior and, in turn, his or her motivation to
comply with these others’ desires (Hagger et al., 2002, p. 4). Therefore, its subjective nature and referent
expectation are applicable to both blacks and whites.
The results in Table 8 show the mediation effect of behavioral intent on attitude and subjective norm on saving
behavior. It shows a full mediation of behavioral intent of attitude and subjective norm with a ß value of .50
(p<.01). According to the theory of reasoned action, behavioral intent mediates the effect of attitude and
subjective norm on a behavior. This is true in this study as findings show the mediation of attitude and subjective
norm by intent to save regarding saving behavior.
Hypothesis 6a states that whites are more individualists than blacks and hypothesis 6b states that blacks are more
collectivists than whites. This result is displayed in Table 9.
Table 9: Test for Difference in Individualism and Collectivism with Racedummy
B Coefficient

Std. Error

Individualism(DV)
Racedummy

0.17**

0.05

Collectivism (DV)
Racedummy

0.22**

0.05

Black
Mean
4.10

4.22

SD
0.54

White
Mean
3.93

SD
0.61

0.55

4.00

0.63

**p<.01 *p<.05
The results in Table 9 show there is a difference between blacks and whites due to race—individualism with .17
(p<.01) and collectivism with .22 (p<.01). This suggests that being black or white has a significant relationship
with a person’s individualist or collectivist view. This means that blacks are different from whites regarding
individualism and collectivism. Expressing the equation model with collectivism = a + racedummy and
individualism = a + racedummy provides the level of difference between the two regarding the two variables. In
collectivism, the value for blacks is 4.22 and whites is 4.00. In individualism blacks show a value of 4.10 and
whites have a value of 3.93. These results show significant differences between two groups with blacks more
collectivists than whites. However, it does not show that whites are more individualists than blacks.
Hypothesis 7a states that individualists are influenced more than collectivists by attitude. Hypotheses 7b and 7c
state that influence of attitude on individualism affects saving behavior and intention to save, respectively.
Hypotheses 7d and 7e further state that the influence of subjective norm on individualism affects intention to
save and saving behavior, respectively.
Hypothesis 8a states that collectivists are influenced more than individualists by subjective norm.
Hypotheses 8b and 8c state that the influence of subjective norm on collectivism affects saving behavior and
intention to save, respectively. Hypothesis 8d states that collectivism is influenced by personal attitude.
Hypotheses 8e and 8f further state that the influence of attitude on collectivism affects saving behavior and
intention to save, respectively. The results on these hypotheses are displayed in Tables 10 and 11.
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Table 10: Test for Effect of Individualism and Collectivism
B

Coefficient

Std. Error

Attitude (DV)
Individualism
Collectivism

0.40**
0.26**

.04
.04

Subjective norm (DV)
Individualism
Collectivism

-0.05
0.24**

.04
.04

**p<.01 *p<.05
Table 11: Test for Interaction Effect with Individualism and Collectivism
B

Saving Behavior (DV)
Individualism
Collectivism
Attitude
Subjective norm
Individualism x attitude
Individualism x subjective norm
Collectivism x attitude
Collectivism x subjective norm
Behavioral Intent (DV)
Individualism
Collectivism
Attitude
Subjective norm
Individualism x attitude
Individualism x subjective norm
Collectivism x attitude
Collectivism x subjective norm

Coefficient

1

2

3

4

5

0.06

0.05
0.01

-0.12
-0.10
0.42**

-0.10
-0.18
0.41**
0.30*

-0.49
-0.62
-0.02
-0.18
0.36*
-0.33
-0.24
0.45*

0.24*

0.13
0.27*

-0.06
0.14
0.48**

-0.05
-0.09
0.47**
0.21*

0.20
-0.46
-0.11
0.46
0.14
-0.22
0.02
0.15

**p<.01 *p<.05
The results in Table 10 show that attitude and subjective norm are influenced differently by individualism and
collectivism. Attitude is influenced by individualism by .40 (p<.01) and collectivism by .26 (p<.01). Subjective
norm is more influenced by collectivism by .24 (p<.01) and no significant influence by individualism. This
suggests that collectivists take more subjective norm views regarding saving than individualists. They respond
more to the norm in their environment regarding saving than individualists and have referent expectation in this
regard as well. They have less personal attitude toward saving compared to individualists. The consequence is the
residual effect of subjective norm about savings and personal attitude toward saving.
This finding also suggests that individualists subscribe more to personal attitude toward savings than collectivists,
and they do not share the collectivist view of subjective norm as a result of no significant value on their subjective
norm.
The results in Table 11 show the interaction effects of individualism and collectivism of attitude and subjective
norm on saving behavior. These results show attitude moderates individualism on saving behavior by .36 (p<.05).
Subjective norm moderates collectivism on saving behavior by .45 (p<.05). This suggests that there is a
relationship between attitude and individualism that reflects the saving behavior. This finding also suggests that
there is a relationship between subjective norm and collectivism that impacts saving behavior. However, the
nature of these effects on individualism and collectivism depends on the level of attitude and subjective norm,
respectively. So a person high in personal attitude toward savings will possess a different outcome in
individualism and saving behavior compared to someone with low personal attitude toward savings.
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Similarly in subjective norm, a person high on subjective norm will have a different view on collectivism
compared to a person who is less affected by subjective norm. Race influences individualism and collectivism
differently, hence the outcome of moderation will vary between the two groups and consequently affect their
saving decisions differently. Moreover, blacks are higher in collectivism than whites; the influence and
relationship with subjective norm affects the two groups differently, hence the different saving decision and
outcome. Since blacks are higher in collectivism, which is moderated by subjective norm, the result is less
favorable saving behavior compared to whites and the difference in precautionary saving outcome between the
two groups.

5. Conclusions
This study concludes that the reason for the difference in precautionary savings between blacks and whites is the
influence of individualism and collectivism between the two groups. Individualism and collectivism influence the
personal attitude toward saving and the subjective norm about savings differently. Since blacks are more
collectivists than white, this influence affects the savings decisions of both groups differently, hence the saving
behavior and difference in precautionary saving outcome. Behavioral intent to save mediates the effect of attitude
and subjective norm toward saving behavior. Therefore, the more favorable the subjective norm and attitude are
toward intention to save, the more the favorable the intention and precautionary saving behavior. Blacks are
highly different from whites in collectivism but this study does not show that whites are more in individualism.
Collectivists respond more to group norm compared to individualists. Attitude moderates the impact of
individualism on saving behavior while subjective norm moderates the effect of collectivism on saving behavior.
The nature of effect depends on the level of attitude and subjective norm on individualism and collectivism,
respectively. Moreover, race influences individualism and collectivism, so the outcome in moderation of attitude
and subjective norm will be different between the two group hence their saving decisions. Furthermore, since
blacks are more collectivists than whites, the influence and relationship of subjective norm and attitude will affect
the two groups differently, hence the different savings outcome.
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6. (**p<.01 *p<.05) Thick line – Non-significant Path
Figure 2: Final Model
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