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Abstract

This study examines the behavioral factors that influence the emergency fund savings of
salaried employees. Despite the recognized importance of emergency funds, many
individuals fail to save adequately for unexpected financial needs. This research
identifies key behavioral determinants such as financial literacy, risk perception, self-
control, and future orientation, and assesses their impact on the accumulation of
emergency savings. A mixed-method approach, including surveys and interviews, was
used to collect primary data from salaried employees in Mumbai. The study's findings
provide insights into the psychological and economic dynamics affecting financial
preparedness and suggest strategies for enhancing emergency fund savings.
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1. Introduction

1.1 Background

Emergency funds are essential for financial stability, providing a safety net during
unexpected events such as medical emergencies, job loss, or urgent repairs. For salaried
employees, who often rely on a fixed monthly income, maintaining an emergency fund
is particularly crucial. However, research indicates that many individuals struggle to save
adequately for emergencies, leaving them vulnerable to financial shocks.

The ability to save for emergencies is not solely dependent on income levels; behavioral
factors also play a significant role. Financial literacy, risk perception, self-control, and
future orientation are some of the key psychological factors that influence saving
behaviors. Understanding these factors can help in developing strategies to improve
emergency fund savings among salaried employees.

1.2 Research Problem and Gap

While previous studies have explored the importance of emergency funds and the general
saving behaviors of individuals, there is a lack of in-depth research focused on the
behavioral factors influencing emergency fund savings specifically among salaried
employees in the Indian context. Most existing literature addresses broader financial
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behaviors or focuses on different demographic groups, leaving a gap in understanding
the unique challenges and motivators faced by salaried employees.

This study aims to fill this gap by providing a detailed analysis of how behavioral factors
influence emergency fund savings among salaried individuals. The research will focus
on the Indian context, with primary data collected from salaried employees in Mumbai,
a major urban center with a diverse workforce.

1.3 Research Objectives

e Objective 1: To identify the key behavioral factors that influence emergency fund
savings among salaried employees.

e Objective 2: To analyze the relationship between these behavioral factors and the amount
of emergency savings accumulated by salaried employees.

e Objective 3: To provide recommendations for improving emergency fund savings based
on the findings.

1.4 Hypotheses

o Hypothesis 1 (H1): There is a significant positive relationship between financial literacy
and the amount of emergency savings among salaried employees.

o Hypothesis 2 (H2): Higher risk perception leads to greater emergency fund savings
among salaried employees.

o Hypothesis 3 (H3): Self-control positively influences the accumulation of emergency
savings.

o Hypothesis 4 (H4): Future orientation is positively correlated with emergency fund
savings among salaried employees.

2. Literature Review

2.1 Importance of Emergency Funds

Emergency funds are a critical component of personal financial planning. They serve as
a financial buffer against unforeseen expenses, reducing the need to rely on high-interest
debt or liquidate long-term investments. Research indicates that individuals with
sufficient emergency savings experience lower financial stress and greater overall well-
being.

2.2 Behavioral Factors Affecting Savings

The literature identifies several behavioral factors that influence savings behavior,
particularly in the context of emergency funds:
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o Financial Literacy: Financial literacy is the understanding of financial concepts and the
ability to make informed financial decisions. Studies suggest that individuals with higher
financial literacy are more likely to engage in sound financial practices, including saving
for emergencies.

e Risk Perception: Risk perception refers to an individual's assessment of potential
financial risks and their likelihood of occurrence. Individuals with a higher perception of
financial risks are more likely to save for emergencies as a precautionary measure.

o Self-Control: Self-control, or the ability to delay gratification, plays a crucial role in
saving behaviors. Individuals with higher self-control are better at resisting impulsive
spending and prioritizing long-term financial goals, such as building an emergency fund.

e Future Orientation: Future orientation is the extent to which individuals consider and
plan for their future needs. Those with a strong future orientation are more likely to save
for emergencies, recognizing the long-term benefits of having a financial safety net.

2.3 Theoretical Framework

This study is grounded in the Behavioral Life-Cycle Hypothesis (BLCH), which suggests
that individuals' saving behaviors are influenced by psychological factors and cognitive
biases. According to this theory, people tend to compartmentalize their wealth into
different "mental accounts" based on the purpose of the funds. The study will examine
how behavioral factors influence the mental accounting process related to emergency
fund savings.

3. Research Methodology

3.1 Research Design

The study adopts a mixed-method approach, combining quantitative and qualitative data
collection methods. This approach allows for a comprehensive analysis of the behavioral
factors influencing emergency fund savings.

3.2 Data Collection
Primary Data:

e Survey: A structured questionnaire was designed to collect quantitative data from 200
salaried employees in Mumbai. The survey included questions on financial literacy, risk
perception, self-control, future orientation, and the amount of emergency savings.

o Interviews: In-depth interviews were conducted with 20 participants to gather qualitative
insights into their saving behaviors and the psychological factors that influence their
financial decisions.

Secondary Data:

o Literature from academic journals, reports, and previous studies was reviewed to provide
context and support the findings.

51



ISSN(s) ONLINE : 2583 - 47891

VIVA IMR International Journal of Management Vol. 02 (02), Jan 2024

3.3 Sampling

The study used a random sampling method to select participants for the survey and
interviews. The sample included a diverse group of salaried employees across various
sectors, age groups, gender, income levels, and educational backgrounds in Mumbai.

3.4 Data Analysis

e Quantitative Analysis: The survey data were analyzed using statistical tools such as
SPSS. Descriptive statistics were used to summarize the data, and correlation and
regression analyses were conducted to test the hypotheses and identify relationships
between behavioral factors and emergency savings.

e Qualitative Analysis: The interview data were analyzed using thematic analysis. Key
themes and patterns related to behavioral influences on emergency fund savings were
identified and interpreted.

4. Results and Discussion

4.1 Demographic Profile of Respondents
The survey respondents were distributed as follows:

o Age: 60% of respondents were between 25-40 years old, 25% were between 41-50 years
old, and 15% were over 50 years old.

e Gender: 55% of respondents were male, and 45% were female.

e Income Level: 40% of respondents earned between ¥50,000-X1,00,000 per month, 35%
earned between 1,00,000-22,00,000 per month, and 25% earned over %2,00,000 per
month.

e Educational Background: 50% of respondents held a postgraduate degree, 40% had an
undergraduate degree, and 10% had a diploma or professional certification.

4.2 Quantitative Analysis

Descriptive Statistics:

o Financial Literacy: 70% of respondents were found to have moderate to high levels of
financial literacy.

e Risk Perception: 65% of respondents reported a high perception of financial risks.
o Self-Control: 60% of respondents exhibited high self-control in financial matters.

e Future Orientation: 75% of respondents indicated a strong focus on future financial
planning.

Correlation Analysis:
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o H1: Financial literacy was positively correlated with the amount of emergency savings
(r=0.52,p<0.01).

o H2: Risk perception showed a significant positive correlation with emergency fund
savings (r =0.48, p <0.01).

o H3: Self-control was strongly correlated with the accumulation of emergency savings (r
=0.65,p <0.01).

o H4: Future orientation had a positive correlation with emergency savings (r = 0.55, p <
0.01).

Regression Analysis:

A multiple regression analysis was conducted to assess the combined effect of financial
literacy, risk perception, self-control, and future orientation on emergency fund savings.
The model was significant (R? = 0.58, p < 0.01), indicating that these behavioral factors
together explain 58% of the variance in emergency fund savings.

4.3 Qualitative Analysis
Thematic analysis of the interview data revealed several key themes:

e Perceived Importance of Emergency Funds: Most participants recognized the
importance of having an emergency fund but cited challenges such as unexpected
expenses and low income as barriers to saving.

o Behavioral Barriers: Participants with low self-control reported difficulty in resisting
impulsive purchases, which hindered their ability to save. Those with a low future
orientation were less motivated to prioritize emergency savings.

o Financial Planning and Literacy: Participants with higher financial literacy
demonstrated better planning and discipline in managing their finances, which positively
influenced their emergency fund savings.

e Influence of Economic Environment: Some participants mentioned that economic
uncertainty, such as during the COVID-19 pandemic, heightened their awareness of
financial risks and motivated them to save more.

4.4 Discussion

The results confirm that behavioral factors significantly influence emergency fund
savings among salaried employees. Financial literacy emerged as a critical factor, as it
enhances individuals' understanding of the importance of savings and their ability to
manage finances effectively. Risk perception also plays a vital role, as individuals who
perceive higher financial risks are more likely to prioritize emergency savings.

Self-control and future orientation were also found to be strong predictors of emergency
fund savings. Employees with higher self-control are better able to resist impulsive
spending and consistently save for emergencies. Similarly, those with a strong future
orientation are more likely to engage in long-term financial planning, including the
accumulation of emergency savings.
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The findings suggest that interventions aimed at improving financial literacy, enhancing
self-control, and encouraging future orientation can lead to better financial preparedness
among salaried employees. The study contributes to the existing literature by providing
a detailed analysis of these behavioral factors in the context of emergency fund savings,
particularly in an urban Indian setting.

5. Conclusion and Recommendations

5.1 Conclusion

The study concludes that behavioral factors such as financial literacy, risk perception,
self-control, and future orientation significantly influence emergency fund savings
among salaried employees. These factors together explain a substantial portion of the
variance in emergency fund accumulation, highlighting the need for targeted
interventions to improve financial preparedness.

5.2 Recommendations

o Financial Education Programs: Employers should offer financial literacy programs to
help employees understand the importance of emergency savings and how to manage
their finances effectively.

o Automated Savings Tools: Encouraging the use of automated savings plans can help
employees with low self-control to consistently save for emergencies.

o Risk Awareness Initiatives: Raising awareness about financial risks through workshops
and seminars can motivate employees to prioritize emergency savings.

e Future-Oriented Financial Planning: Financial advisors should emphasize the
importance of future orientation in their consultations with clients, encouraging them to
plan for long-term financial security.
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