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1 Field of Application and normative references

The program of the course builds up the minimum requirements to the knowledge and skills of an PhD student and determines the content and types of classes and assessment. The program is designed for teachers of this discipline, learning assistants and students of sociology and political science PhD programs. The program is developed according to: 

(Educational Program of NRU HSE 

(University Academic Plan of NRU HSE for PhD level education, confirmed in 2016.

2 Course Goals and Objectives

The logic of the unit is to compare economic, psychological and sociological approaches to financial behaviour of households. During lectures and seminars postgraduates will be introduced with the field of consumer finances by focusing on theoretical models, research methodologies and skills, as well as the results of empirical research in Russia and other countries.
Course 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 postgraduates 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 analytical reports using the data from national surveys as well focus groups discussions. 

3 Student competencies
The course is aimed at giving students the following skills: UК-1, ОPК-9, PК-3, PК-5 

4 Course prerequisites
The course is delivered to the second year PhD students, as a part of their professional development. The course is selective.  

6.  Forms and criteria of assessment 
 Guidelines for presentations: 

1. download PPT files with HSE logo, presentation templates PPT or PPTX with HSE logo in English can be found here http://www.hse.ru/org/hse/info/logo . The file name must include the title of the article in English and the postgraduate's name. 

Example: Olga Kuzina’s presentation of the paper Modigliani, Franco and Richard Brumberg, 1954. Utility Analysis and the Consumption Function: An Interpretation of Cross-Section Data, in Kenneth K. Kurihara, ed.: Post Keynesian Economics, Rutgers University Press, New Brunswick, NJ, 388-436. 

The file name in this case should be as follows: Utility Analysis and the Consumption Function An Interpretation of Cross-Section Data Kuzina.pptx or ppt, depending on which version of the Power Point program you use. On the first page: title of the paper, author of the paper, year when it was published, the name of a presenter.

2. you may choose any paper from the list of readings in the syllabus, however if you want you may also use papers on financial behaviour of households which are not mentioned in the syllabus – the only thing which you have to do is to send me the full text of it in order to verify that the chosen topic is appropriate for the course. 

3. if postgraduates will choose the same paper there will be no fun to listen the same ideas several times. That is why I will coordinate the choices of postgraduates via permanent updating the schedule of presentations according to the information which postgraduates will send me by e-mail kuzina@hse.ru . The schedule will be made on the ‘first-come first-served’ basis, if the particular paper has been chosen the rest should choose from the remaining texts. 

4. presentations should be properly structured: starting from the research problem of the paper and a justification of it (theoretical, empirical or policy-relevant issues to be mentioned) - the purpose and the objectives of the paper – theoretical ideas which are discussed by the author  - hypotheses  - operationalisation of concepts into indicators  – description of the data used  - data analysis - the main conclusions of the paper - discussion (postgraduates should give their opinion about the strengths and weaknesses of the paper).  The presentation may deviate from the given structure if there any of the mentioned issues is missing in the chosen paper. The obligatory parts are: explanation of the research problem of the paper –disclosure of the logic of the main body of the text – conclusions – discussion.   

6. evaluation criteria - presentation should give a clear and accurate picture of the paper. The quality of the discussion slide is one of the most important. 

On the one hand, your slides should not be overloaded with words or information which means that you cannot just copy and paste the paragraphs from the text. On the other hand, the presentation should not be too brief, that is one can use the presentation to get an idea of the main issues of the paper without the speaker. The number of slides is not limited. The presentation should take not more than 15 minutes. So it is better to place on slides all the information you think is essential for understanding of the paper, then in the course of your presentation you can skip what you think is less important. The main task is to make the presentation clear and to give an idea of ​​what has been done in the paper. 

7. after presentation, if you want to get a higher mark (+1 mark out of 10) you can improve your presentation based on the comments given during the discussion and send it to me again. 

8. all presentations will be displayed in ICEF  information system to be available to all. In the final exam paper I will ask questions about the papers have been presented during the seminars.

7. The content of the course.
Unit Materials. 

Lectures 1. The main concepts and definitions of financial behaviour of households. 
Financial behaviour of households as a research subject in different social disciplines (economic theory, economic psychology, economic sociology). 

Who takes financial decisions: household, family, or individual?

Household resources and household incomes. A theoretical definition of income. Hicks’ definition of income. How to operationalize this concept into empirical research.

Household income and expenditures statistics. The concept of household savings: flows of savings and stock of savings. Saving rate. Time period of measurements. Positive and negative savings. 

Macro and micro statistics of savings.  Savings statistics in Russia. International comparison of savings rates across countries and their dynamics. 

Forms of savings. Durables and savings. Savings and investments. Savings and debts. 

Lecture 2. Absolute Income Hypothesis and neoclassical 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). 

Lecture 3. Contemporary economic models of savings behaviour.
Empirical puzzles (stylised facts) of household savings behaviour. Changes to the standard life cycle model that could help solve the empirical puzzles.

Risk and household saving behaviour. Uncertainty of future incomes. Precautionary saving. Liquidity constraints. The Euler equation approach.

Lecture 4. Psychological approach to studying savings behaviour of household. 
Psychological factors in modeling savings behaviour of households. Psychological critique of economic approach (Tard). 

Psychological economics of G.Katona. Contribution of psychological data to economic analysis. Subjective expectations as intermediates of objective economic factors. 

Model of savings behaviour of G.Katona. Contractual, discretional and residual savings.  Index of consumer sentiments: methodology and trends.

Lecture 5. Behavioral economics of household savings
Bounded rationality. Heuristics and biases.  Prospect theory. Framing effect. Behavioral economics of savings, behavioral life-cycle model (Shefrin ( Thaler). Empirical psychological experiments. 

Lectures 6. Economic sociology of household financial behavior. 
Sociological approach to studying economic behaviour. Rationality as motivated

and guided by shared beliefs, norms and institutions. Money. Saving motives.

Elements of sociological approach in economic theory (Duesenberry, social and cultural effects on savings behavior in economic research). 

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).

Lecture  7. Financial strategies of households. 
The concepts of ‘behaviour’, ‘action’, ‘strategy’. The problems in defining and operationalising the concept of ‘strategy’. Typologies of financial strategies of households in Russia: evidence from the survey research. Marketing segmentation studies.

Access to financial services, financial inclusion. Financial literacy and capability.

Lectures 8. Methodological issues in empirical research on household financial behaviour. 
Problems of overestimation of savings in official statistics on incomes and savings in Russia.

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.

Lecture 9. Research on financial behaviour of Russian households
The results of empirical research on savings behaviour of Russian households. Changes in the financial behaviour of households in the crisis times. Financial literacy studies.

Lecture 10. Research on investment behaviour of households. Financial frauds. 
Savings and investments. The relationship between the two on the macro level. Household Lifecycle Portfolio Allocations.

Economic explanations of financial frauds: risk and uncertainty, asymmetry of information.  

Psychological explanation of financial frauds: investor overconfidence under uncertainty, framing effects, recency effects, and halo effects.  

Trust to financial institutions and collective representations. 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.

Lecture 11. Marketing research for banks, investment funds and insurance companies. 
Specificity of research problems in marketing research for banks, investment funds and insurance companies . Marketing research methods.  Segmentation studies. Advertising research. Brand name testing. Customer satisfaction research. Price elasticity research.

Control questions


1. What is ‘income’? What is the Hicks’ definition of ‘income’?  Explain and illustrate.  What is the definition of income in the official statistics of incomes and expenditures of Russians (the balance of incomes and expenditures)? What is the difference between the concepts of income in national accounts statistics and in the balance of incomes and expenditures? 

2. Which indicators of flows and stocks of savings do exist in Russian national statistics? How are they related? 

3. Who is the subject of financial behavior in the sphere of personal finance: an individual or a household? 

5. What is the difference between ‘stocks’ and ‘flow’" savings? Give examples of stocks and flows of savings from national statistics. How are flows and stocks of savings related to each other? 

http://www.gks.ru/free_doc/new_site/population/urov/murov1.htm - what is considered to be savings in official statistics (in Russian)

http://www.gks.ru/free_doc/new_site/population/urov/urov_14g.xls - official statistics on flows of savings (in Russian)

http://www.gks.ru/bgd/regl/b13_12/IssWWW.exe/stg/d01/7-06.htm official statistics on flows of savings (in English)

6. Purchases of durables: are they considered to be savings or consumption? Explain why. 

7. What time period is typically used to assess the flows of savings? How to ask a question about flows of savings per year in the questionnaire? 

8. What is the negative and positive savings? Give examples of negative flows and negative stocks of savings. 

9. In which survey are there questions on stocks and flows of savings in Russia? RLMS SCF –Survey of consumer finance USA (in Russia in 2013 the data for SCF was collected for the first time)

10. What is the relationship between the estimates of incomes and savings in macro and micro statistics? 

11. What is the difference between ‘savings’ and ‘investments’? 

12. Are insurance policies classified as savings? Explain why. 

13. What are the differences in the connotations between ‘debts’ and ‘credits’? 

14. What is consumption function and how to evaluate it? 

15. Which indicators of consumption (or savings) are used in consumption function: flows or stocks of savings? 

16. What is the propensity to consume (save) and how to measure it? 

17. What is the "fundamental psychological law" introduced by Keynes? Why is he called the psychological law? 

18. Why the marginal propensity to save is higher than the average propensity to save in the AIH model? 

19. On the basis of which data can the AIH be checked? 

20. Why could not the absolute income model fully explain the consumer and savings behavior of households? 

21. What are the permanent income model and the life cycle model all about? Why are they called as neoclassical economic models? 

22. How does M. Friedman justify his conclusion that there is no influence of socio-demographic variables on the saving behavior of individuals? 

23. What is the main assumption of the life cycle model about the form of the age profile of savings? 

24. What are the liquidity (borrowing) constraints?  How do they change the saving behavior of people? 

25. What kind of impact on the saving behavior of people has the uncertainty of future incomes? 

26. What is meant by the 'excess sensitivity of consumption to current income'? 

27. What is the model of savings for the ‘rainy day’ all about? 

28. Why in Shorrocks’ opinion it is not possible to test the life-cycle hypothesis on the basis of cross-sectional data?  

29. What is the difference between the ‘cohort effect’ and the ‘age effect’ on the savings behavior of households? 

30. How can we explain the savings-age profile in Russia? 

31. Why the book written by Katona is called ‘psychological economics’ and not ‘economic psychology’? 

32. What was the main difference between Katona’s model of saving behavior and the permanent income hypothesis? 

33. What does a ‘wish’ to save mean, and how it can be measured at the macro level? How is the index of consumer sentiments designed and what is the lag time of its predictions? 

How to check whether a given index works in Russia? 

34. Describe the dynamics of consumer sentiments index in Russia in recent years. Can we say that nowadays the optimism of the population has returned to the pre-crisis levels? http://www.gks.ru/bgd/free/B04_03/IssWWW.exe/Stg/d04/205.htm 

35. What determines consumer expectations? Is there a link with the socio-demographic determinants? 

36. What are heuristics and why do people use them? Give an example of a heuristic. How researchers reveal heuristics? 

37. What is ‘framing’ (framing effect)?  

38. Which variable is considered as the most important explanatory variable in the model of the behavioural life cycle introduced by Shefrin and Taler and why? 

39. What was the research of Thaler and Benartsi ‘Save More Tomorrow: Using Behavioral Economics to Increase Employee Saving' all about and what conclusions follow from it?

40. What is the difference between the life cycle model and the behavioural life cycle model? 

41. What are the main assumptions of the model relative income hypothesis of Duesenberry? What is it difference from the permanent income and the life cycle models? 

42. What is the main idea of the theory of social meaning of money introduced by V.Zelizer?  

43. Give examples of when one U.S. dollar may not be equal to one U.S. dollar in terms of V.Zelizer. 

44. How the example of life insurance in America of the 19th century illustrates the economic and sociological thesis of social embeddedness of financial behavior of people? 

45. Which classification of money management of family finances was offered by Pahl and Vogler? 

46. What determines the choice of the type of money management in the family?  

47. What is the difference between the resource theory and the sociology of gender in the explanation of the systems of money management in the family? 

48. What are the main difficulties in the definition and operationalization of the concept ‘financial strategies of households’?

49. How to measure the flows and the stocks of savings in the survey? How to measure the flow of household savings per year?

50. What are the problems and limitations in the measurement of the level of household income? How sociologists can reduce the number of those respondents who refuse to answer the questions about the amount of their income?

51. What are the reasons why the respondents underestimate the size of their income and savings in a survey? Indicate at least three reasons.

52. In which database one can find questions on flows and stocks of household savings in Russia? What are the indicators of the financial behavior which are regularly measured in the surveys in Russia?

53. How to explain the high level of personal savings estimated by macro statistics in the 1990s?

54. What are the differences in household financial wealth between the United States and Great Britain?

55. Are there any differences of saving patterns between racial groups?

56. Why do people invest in Ponzi schemes? How to explain this in terms of Economics and Psychology?

57. Indicate five interesting facts about the financial behavior of Russians based on survey data.

58. What is the difference between the concept of ‘financial literacy’ and ‘financial capability’? What can you say about the level of financial literacy of Russians?

59. What is ‘financial exclusion’? What is the extent of financial exclusion in Europe and Russia? What are the causes of financial exclusion?

8. Grade determination
To get the final mark on the course postgraduates need:

Assignment 1. – Explain why this paper was published in the academic journal/book by presenting the main ideas of one of the papers from the list of recommended readings using ppt slides and to present it during tutorials (15%)

Assignment 2.1 – Theory quest.  In class (15%)

Assignment 2.2 Improve the questionnaire. During the tutorial postgraduates are given a list of 5 survey questions which have different mistakes in their wording. Postgraduates are supposed to indicate problems and improve questions to get higher construct validity of the measurement.  Interpret the data. Postgraduates are given a number of diagrams and tables (not more than 3) which they are supposed to interpret. In class (15%).
Final exam (45%).
Seminar activity (10%).
9. Teaching and learning materials: textbooks, designed materials, Internet resources
Main texts:
Ибрагимова Д.Х., Николаенко С.А. Индекс потребительских настроений / Независимый институт социальной политики. М.: Поматур, 2005
Иванов Ю.Н., Хоменко Т.А. Проблемы и методы статистики сбережения населения в соответствии с концепциями СНС, Экономический журнал ВШЭ. 1998, Т.2, №4.С.508-515. http://library.hse.ru/e-resources/HSE_economic_journal/articles/02_04_05.pdf
Зелизер В. Создание множественных денег (перевод М.С. Добряковой), Электронный журнал Экономическая социология Том 3, № 4, 2002
Ando, A., Modigliani, F. The Life Cycle Hypothesis of Savings: Aggregate Implications and Tests (1963) American Economic Review, 53, pp. 55-84.
Supplementary texts:
Banks, J., Blundell, R., Tanner, S. Is There a Retirement-Savings Puzzle? (1998) American Economic Review, 88 (4), pp. 769-788. 
Roger Mason , The Social Significance of Consumption: James Duesenberry's Contribution to Consumer Theory, Journal of Economic Issues, Vol. 34, No. 3 (Sep., 2000), pp. 553-572
Zelizer V.A. Human values and the market: the case of life insurance and death in 19th-century America //American Journal of Sociology, 1978, 84, pp. 591-610
10. Required equipment
Computer or laptop, multimedia projector, text editing software. 
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