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The logic of the unit – to compare economic, psychological and sociological approaches to researching the financial behaviour of households. During lectures and seminars students will be introduced with the field by focusing on theoretical models, research methodologies and skills, as well as the results of empirical research in Russia. 
Unit prerequisites
Economics (Macro), Economics (Micro), Statistics, Principles of Sociology are required for taking this course.
Unit Objectives
The main goal of this unit is to develop a critical, reflexive, and interdisciplinary approach to some key concepts which are central in contemporary research on financial behaviour of households. At the end of this unit and having completed the essential reading and activities students will develop the following competences:

· Knowledge of theoretical models of households savings behaviour which are developed in economic theory, economic psychology and economic sociology;
· Analytical skills to understand and interpret macro and micro statistics on household incomes and savings, developing evidence based arguments;

· Overview of the results of empirical research on household incomes and savings;

· Research-related skills - to evaluate different research designs and methods, to formulate researchable questions, to construct questionnaire/interview guide, to write reports etc. 

Assessment

Assignment 1 – An essay (up to 3500 words) to be submitted in Week 9 (25%)
Essay topics:

· What should be considered as a saving – how economists’ accounts differ from those of ordinary people?
· Savings or investments - which came first?
· Household incomes and savings: concepts and measurements in national statistics. 
· Household savings rates in different countries: why do some nations save more than others?
· Recent research on saving and consumption in Economics – between micro and macro?
· Life-cycle hypothesis – does it work in Russia?

· Why there is lack of financial planning for the retirement?

· What is financial literacy and how we can measure it in a survey
· Does Index of Consumer Sentiment work in Russia?

· The concept of money in Economics and Sociology

· ‘Behaviour’, ‘action’, ‘strategy’ – can we use these concepts as synonyms?

· How can Economics, Psyhology and Sociology explain why people invest in Ponzi schemes.
Assignment 2 - Questionnaire Design due Week 13 (25%)
IMAGINE: you are researcher who is carrying out a survey on behalf of the Central Bank. The aim of the research is to investigate the financial strategies of people in Russia. The questionnaire will be distributed to a national random sample of adults, aged 18 and over, in Russia, face-to-face interviews.
Final exam (50%) – written assignment 
	Lecture plan

№


	Topics
	Total
	Studies
	Self-instruction

	
	
	
	Lectures
	Seminars
	

	1
	The definitions of incomes and savings
	20
	2
	2
	16

	2
	The economic models of household savings
	20
	2
	2
	16

	3
	Psychological approach to studying savings behaviour of household
	20
	2
	2
	16

	4
	Behavioral economics and  studies of financial behaviour of households
	21
	2
	2
	17

	5
	Economic sociology of financial behaviour 


	21
	2
	2
	17

	6
	Methodological issues in survey research on household financial behaviour
	21
	2
	2
	17

	7
	Financial frauds and explanations of people’s  participation in them
	21
	2
	2
	17

	
	Total:
	144
	14
	14
	116


Unit Materials 
Lecture 1. The definitions of incomes and savings 

Household income and expenditures statistics. A theoretical definition of income. Hicks’ definition of income.The concept of household savings: flows of savings and stock of savings. Macro and micro statistics of savings.  Savings statistics in Russia. International comparison of savings rates and their dynamics. 
Obligatory readings
Smeeding, T. M., Weinberg В.Р. Toward a Uniform Definition of Household Income.  Review of Income and Wealth series 2001, 47 no. 1 (March), pp. 1-24.
Utz-Peter Reich Concept And Definition Of Income In The National Accounts, Review of Income and Wealth, Volume 37 Issue 3, Pages 235 – 247. http://www.roiw.org/1991/235.pdf 
Additional readings
Bucks, B.K., Kennickell, A.B., Moore, K.B.Recent Changes in U.S. Family Finances. Evidence from the 2001 and 2004 Survey of Consumer Finances (2006) Federal Reserve Bulletin, 92, pp. A1-A38.

Lecture 2. The economic models of household savings
Average and marginal propensity to consume/ to save. Consumption/Savings function. Theory of J.M.Keynes and early empirical work (cross section data and time series data). 
The intertemporal choice and saving (I.Fisher). Neo-classical models of savings behaviour of households: Permanent Income Hypothesis (M.Friedman) and Life-Cycle Hypothesis (F.Modigliani). 

Estimating consumption function usinng micro and macrodata.
Obligatory readings
Ando, A., Modigliani, F. The Life Cycle Hypothesis of Savings: Aggregate Implications and Tests (1963) American Economic Review, 53, pp. 55-84.

Spanos A. Early empirical findings on the consumption function, stylized facts or fiction: a retrospective view, Oxford Economic Papers,1989; 41: 150-169

Additional readings
Poterba, James M. (Editor) Introduction in International Comparisons of Household Saving, University of Chicago Press, 1995, p. 1-10. 
A.Deaton Chapter 1 Theoretical Foundations in Understanding Consumption, Oxford University, 1992

Banks, J., Rohwedder, S. Life-cycle saving patterns and pension arrangements in the U.K. Research in Economics Volume 55, Issue 1, March 2001, Pages 83-10.

Banks, J., Blundell, R., Tanner, S. Is There a Retirement-Savings Puzzle? (1998) American Economic Review, 88 (4), pp. 769-788. 

Attanasio O.P., Banks J. The Assessment: Household Saving – Issues in Theory and Policy. Oxford Review of Economic Policy, 2001, Vol. 17, No.1, pp. 3-10. Access via EBSCO

Lecture 3. Psychological approach to studying savings behaviour of household
Psychological factors in modeling savings behaviour of households. Psychological economics of G.Katona. Contribution of psychological data to economic analysis. Subjective expectations as intermediates of objective economic factors. 

Index of consumer sentiments: methodology and trends. Constructing the index of inflation expectations from household survey data. 
Obligatory readings
Lauterbach A. Psychological Assumptions of Economic Theory, American Journal of Economics and Sociology, Vol. 10, No. 1 (Oct., 1950), pp. 27-38 
Katona, G. To Spend or to Save? In Katona, G. Psychological economics. New York: Elsevier, 1975, p. 229-239. 
Index calculations http://www.sca.isr.umich.edu/documents.php?c=i 
Additional readings
Brown, S & Taylor, K (2006) Financial Expectations, Consumption and Saving: A Microeconomic Analysis. Fiscal Studies, 27 (3) pp.313-338.  
Warneryd, K. (1999) The Psychology of Saving: A Study on Economic Psychology. Cheltenham, UK: Edward Elgar Publishing Limited
Lecture 4. Behavioral economics and  studies of financial behaviour of households
Bounded rationality. Heuristics and biases.  Prospect theory. Framing effect. Behavioral economics of savings, behavioral life-cycle model (Shefrin ( Thaler). Empirical psychological experiments. How to conduct a behavioural experiment.
Obligatory readings
Kahneman D.,Tversky А. Judgment under Uncertainty: Heuristics and Biases, Science, September 1974, Vol. 185, pp. 1124-1131. 
Weber R.A. , Camerer  C.F.  “Behavioral experiments” in economics, Experimental Economics Volume 9, Number 3 / Sept 2006, pp.187-192
Additional readings
Thaler, R. H., Shefrin H.M. An Economic theory of Self-Control, Journal of Political Economy, 1981, 89(2), p. 392-406.
Thaler, R. H., Benartz Shlomo, The Behavioral Economics of Retirement Savings Behavior, Research Report
 http://www.aarp.org/research/financial/retirementsaving/2007_02_savings.html 
Lectures 5. Economic sociology of financial behaviour 

Sociological studies of financial behaviour of households: the social meaning of money (Zelizer), research on the control and allocation of money within households, systems of money management in the families (J.Pahl, C.Vogler), the embededdness of  economic behaviour in social structure (Zelizer).

Obligatory readings
Zelizer V.A. Human values and the market: the case of life insurance and death in 19th-century America //American J. of Sociology, 1978, 84, pp. 591-610. Access via JSTOR

Additional readings
Vogler C. Money in the Household. In Anderson M., Bechhofer F., Gershuny J. (ed) The Social and Political Economy of the Household, Oxford University Press, 1994,  pp. 225-266. 
Choudhury, S. Racial and ethnic differences in wealth and asset choices (2003) Social Security Bulletin, 64 (4), pp. 1-15.  
http://www.ssa.gov/policy/docs/ssb/v64n4/v64n4p1.pdf
Devaney, S.A., Chien, Y. Children's Education as the Most Important Savings Goal
(2002) Journal of Family and Consumer Sciences, 94 (1), pp. 64-70.

Lecture  6. Methodological issues in survey research on household financial behaviour 

Survey questions on incomes, wealth, consumption, savings in consumer research. Problems of wording. How to avoid sensitive questions. National surveys of incomes and expenditures. Russian Longitudinal Monitoring Survey – questionnaire and data set. Research questions which may be answered by using this data set.
Obligatory readings
Roger Thomas Income - Commentary http://surveynet.ac.uk/sqb/qb/topics/income/incomeintro.htm
 Schrapler, J (2006) Explaining Income Nonresponse: A Case Study by Means of the British Household Panel Study (BHPS). Quality and Quantity, 40 (6) pp.1013-1036.

Additional readings
Banks, J, Blundell, R & Smith, J P (2003) Understanding Differences in Household Financial Wealth Between the United States and Great Britain. Journal of Human Resources, 38(2), pp.241-279.

Banks, J A & Johnson, P (1998) How Reliable is the Family Expenditure Survey? Trends in Incomes and Expenditures over time, Institute for Fiscal Studies, London 
http://www.ifs.org.uk/publications/1890 

Alessie R., Kapteyn A. New Data for Understanding Saving. Oxford Review of Economic Policy, 2001, Vol. 17, No.1, pp. 55-69. Access via EBSCO
Warneryd K-E. Survey Studies of Saving, Survey Questions, What Do People Mean by Saving, Empirical Measures of Household Wealth and Saving. In The psychology of saving. A study on economic psychology. Cheltenham, UK: Edward Elgar, 1999, pp.63-71. 

Lecture 7. Financial frauds and explanations of people’s  participation in them
Qualitative and quantitative research designs: savings, investments, credits, insurances. Changes in the financial behaviour of households in the crisis times. 
Financial frauds - economic explanations: risk and uncertainty, asymmetry of information.  
Psychological explanation of financial frauds: investor overconfidence under uncertainty, framing effects, recency effects, and halo effects.  

Sociological approach to the analysis of investors: power and culture.

Financial frauds in Russia in the mid of the 1990s. Participant observations next to MMM shares sell points. Ponzi scheme: principles and stages. Financial literacy of investors.
Obligatory readings
Pressman S. On financial frauds and their causes: investor overconfidence // American J. of economics and sociology, Vol.57, No.4 (October 1998), 405-421. http://findarticles.com/p/articles/mi_m0254/is_4_57/ai_53449305 

Smith, S (2006) Persistency of pension contributions in the UK: evidence from the British Household Panel Survey. Journal of Pension Economics and Finance, 5, pp.257-274.

Attanasio O P, Rohwedder S (2003) Pension wealth and household saving: Evidence from pension reforms in the United Kingdom. American Economic review, 93 (5) pp.1499-1521.

Additional readings
Кузина О. Финансовое поведение населения: анатомия доверия, 2004 г. http://www.ecsocman.edu.ru/db/msg/97936/2763.html 
Кузина О. От несбережений к инвестициям: как меняются финансовые стратегии россиян, «Неприкосновенный запас» 2007, №3(53) http://magazines.russ.ru/nz/2007/3/ku10.html 
На что планирует жить россияне после выхода на пенсию? Отчет об исследовании Национального агентства финансовых исследований http://nacfin.ru/novosti-i-analitika/press/press/single/9341.html 

Отношение россиян к мошенничеству в страховании. Отчет об исследовании Национального агентства финансовых исследований http://nacfin.ru/novosti-i-analitika/press/press/single/9386.html 

Эффективная процентная ставка. Что об этом знают россияне? http://nacfin.ru/novosti-i-analitika/press/press/single/8877.html

Социальные ресурсы массового инвестирования, ФОМ http://invest.fom.ru/Investor251006.ppt#256,1,СОЦИАЛЬНЫЕ РЕСУРСЫ МАССОВОГО ИНВЕСТИРОВАНИЯ
Социологическое исследование инвестиционной культуры населения http://bd.fom.ru/report/cat/micex181207 
А.А. Голов: Финансовый кризис и семейные сбережения http://www.levada.ru/press/2007081401.html
Денис Стребков.   Что мешает приходу частного инвестора на российский фондовый рынок? , «Неприкосновенный запас» 2007, №3(53) http://magazines.russ.ru/nz/2007/3/st12.html 
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