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ABSTRACT

Saving and investment are important drivers
in fastening the growth process. In a
developing  country  like India  Gross
Domestic  Saving plays a vital role in
dccelerating  the  growth  process — and
achieving higher levels of development.
Savings are generated from the public sector

and private sector and domestic savings play

ROLE OF SAVINGS IN INDIAN ECONOMY:
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a critical role in augmenting capital

accumulation. The capital formulation for all
types of business organization purely depends
on the savings of the entire public in the
country. An attempt has been made in this
article to examine the savings behavior in the,
Indian Economy which is considered as the

backbone ol capital formation.

i) The savings ratio is a big determinant of economic activity. Consumer spending accounts for

63% of GDP — dwarfing other areas, such as government spending, investment and exports, A rise

_in the savings ratio ¢an have a very significant impact on economic activity.

i) Higher savings can help finance higher levels of investment and boost productivity over ‘.'thé.

longer term.

: 'un) In cconumws ‘we say the level of savings uqua.ls the !cvel of mvastmenr. Invi:stmcnt l:teeads to bc"_
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ua} An wmmnv aln,m sivings aie véry low meahs that the cLanmly 16 Ghwpittg 4""#‘ mms-__
mtgmmmiuii gwﬂ fong-terim tvestment. To sarve tlw ey of iﬂw&mﬁﬁt iy ot (3 fa;:m;

tﬁuﬂ&ﬂwh anl »humnm

vl ¢ uuxmies with hiyhtr rates of suvings have had @ fuster economic groweh than Those with fmﬁr 4
CSHVINE vibes. l:‘:gximl aveumulation creates greater opportunities for pm-duﬁm and the pﬂamxmuy CE
of o conntey by providing an addivonal income stream. ,

i) Naving soalse beneficial for the entire socicty, as it s one of the key factms shock the
eoonamy's investment level depends on, which is a prerequisite for boostng the fong-tenn
cepnomic potenfial. Usually, & sigmficant portion of the savings 15 channeled &ueo the baﬂirs-r;g
Hyswem thus providing stable sources of financing to domestic banks, which s m::ui#h‘

iwportant for the bank-centric financial systems, where the banks act as major fmm_

wtermedinnes.
vil) The role of domestic saving and domestic investment in promoting economic growh has

received considerable attention in India and also in many countries around the world.

vii) To merease the production, capital formation is considered as the crucial deternmnant: and

wpuul formation has 1o be backed by the appropriate volum.c of saving, Increase in savm;, ucnl

the increased saving for imwmd wplud formation, use of the incréased capital formaﬁuu for
increasing saving, and use of the increased saving for a further increase in capital t’mmaum

constituted the strategy behind economic growth,
ix) The savings culture of any country is best captured through the household savings. The
household savings are impacied by many macro and microeconomic factors such as GDP,

disposable income, GDP growth rate, income inequality, tax laws and most importantiy. :he-'
.s:ulturc. :

: :EXJ No country i lhu warld hits wh:eved cmnamlq. prosperity without huvmg a mgh 2V :ﬂgb mle.":.:'

_'__Rri,hi froum the United Stages 1o China sy cmmtry that his reached the peak ui g}uhal ﬁ'zmuu. ius""’:"”"'.' i

hm largely pnwcmd by l!wr high uawnga rate,
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Savings is a strong economic indicator for a country because more savings translate.

into more investments. The country’s overall savings rate is the amounl of money belonging to

individuals or organisations lying in savings accounts as a percentage of total d:spcsabtc mcomc
e country’'s

ot only good for our financial health but also positive for th

. Regular savings is n

economy.
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