BEYOND OUR MEANS

Why America Spends While the World Saves

SHELDON GARON



Net Household Saving Rates (%)

Japan | USA |UK |France |Ger- |Italy | Swe
many den

1985 | 16.5 | 82 | 6.9] 10.2 12.1 | 21.5| --
1990 | 139 | 65 | 5.6| 9.2 13.7 | 21.7| 3.4
1995 | 11.9 | 5.2 | 6.7] 12.7 11.0 | 17.0] 8.3
2000 | 8.8 3.0 | 0.1]|11.0 94 1 8.0 3.1
2005 | 1.6 | 1.7 |-1.5] 11.1 10.7 | 10.2]| 4.0
2008 | 0.6 | 5.5 |-1.8| 11.7 11.7 | 85| 8.9
2000 | 23 |54 | 3.1| 12.6 11.1 | 7.0|11.2
2010 | 23 |55 | 2.7] 12.1 11.3 | 5.1] 8.5




Savings Banks: Britain, 1850s
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COMFORT and INDEPENDENCE. .
in OLD AGE :

‘It was my Industry and her Saving !’

You should join the PENNY. SAVINGS BANK.




Postal Saving Banks (Austria’ s Postsparkasse Bldg.,
Otto Wagner, 1904-12)
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Japan (1936)
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School Savings Bank: Melbourne, Australia
(1930s)




War Savings Campaigns in Britain and U.S., 1918
Joan of Arc saved France

WOMENOF BRITAINE /= =
BSAVRIOURCOUNTRIE- "wss. WOMEN OF AMERICA

BUY » SAVE YOUR COUNTRY

iR shmGS CERTIFICATES i ERAREN N




Gendering Saving: US (1918); Japan (1926)
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World War II (Britain, 1943)
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FOR SABOTAGE

THE SQUANDERBUG azzas HITLER'S PAL

KNOWN TO BE AT LARGE IN CERTAIN PARTS OF
THE KINGDOM
USUALLY FOUND IN THE COMPANY OF USELESS

ARTICLES, HAS A TEMPTING LEER AND A
FLATTERING MANNER

WANTED ,
ALSO FOR THE CRIME OF 'SHOPPERS DISEASE
INFORMATION CONCERNING THIS PEST SHOULD BE REPORTED TO




Postwar National Savings for Reconstruction and
the New Welfare State: Britain, 1944-45
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@ A : plyed a vital part for victory.

After the war, the campaign will still be needed

a5 part of & new national effort, which includes i
THE REPAIR OF WAR DAMAGE AND
NEW BUILDING
The repalr of war damage within our own
country, and making up the leeway of normal
building.

RECONSTRUCTION OF INDUSTRY
Production of capital goods to restart and
re-equip Industry on 3 peace-time basis.

PRODUCTION OF GOODS FOR EXPORT

To pay for the imports of food and raw
materials which we need from other countries.




Saving for Postwar Reconstruction: France
and Italy
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Japanese Campaigns Persist until 1990s: “T" 11 Keep
Planning Our Finances, via the Japanese
Housewife, 1955




France, Persistence of Small-Saver “Livret A”
Account (est. 1818), Savings Banks and
Postal Savings




Sparkassen (German Savings Banks) Still
Thrive. Sparkasse Bremen, est 1825




Germany, Current Financial Education
Programs (KNAX Comic Magazine)




America: Uneven Access to Savings
Institutions before World War 11

Mutual Savings Banks: well established in
Northeast, Midwest, and on Pacific Coast

But in 1910, less than 16% of Americans had a
savings account in any bank (including savings
banks)

Ranged from 53.5% 1in New England to
Only 3.4% 1n South

4.6% 1n West

And 0.9% 1n Texas



U.S. Postal Savings System, 1911-66
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CERTIICATE OEDEPOSIT: ACCOUNT NUMBER
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DEPOSITORY >
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Congressional, regional opposition to a Postal Savings Bank,
1873-1909

1910: weak Postal Savings system enacted
1966: abolished



School Savings Bank: Minneapolis,
1920s
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World War II: U.S. Savings Bonds Encourage
Small Saving

wmmn f/li'llilllb' MIIMS YOU can't afford
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Postwar US Saving Rates

Chart 1. Personal Saving
(As a percent of disposable personal income)
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Saving for Postwar Consumption: Britain, 1943

will make your dreams come true



Saving for Consumption, American-style: School Savings newsletter, 1943

PALE—1953 radio-television sefs, mes-
* sage-recording telephones, phonographs,
musical instruments, air con-
Jibraries, house furnish-
xtures, kitchen equipment.
g for them.

typewriters,
ditioners, home
ings, plumbing fi
A 10c stamp starts you savin

~7
TRIPS WITH THE GANG . . . $18.75 put into a bond now
will probably buy a post-war bicycle—perhaps one made of
magnesium or pressed wood—strong as steel and half as
heavy—easier to pedal. Or start saving for an inexpensive
midget auto, power bike, fold boat, sailboat, outboard, glider,
clubhouse, diving raft, etc. Remember—stamps don't increase
in value, bonds do. Fill up a stampbook and trade it for a

bond as often as you can.

WAR BONDS FOR EDUCATION

Whether it's to be Liberal Ans, A
- ture, Science, Business Sc
vate work in Law, Medicine
etc.—War Bonds will help see you

ond set you up in business afterward

THE WORLOF 1953 . . .

will it be a glitterin ¢
astics and _television and unrationed gasoling

urse—b
o (\‘I’l:omusl make it a world in which e,
human being of every race and nation has enq
fo eat and to wear, @ snug place to live, a choy,
to get an education, and an opportunity to wo
freedom from insecurity and poverty, freedom

nd worship.
‘P:N“eh l:us' make ,:I a world in which the gq
things of life are there for the buying—and
y human being has the money to §

pl

mores

which ever
his share.

FOR SALE NO

per hour, engin

payments.

E HOBBIES Will today's War Bon
(ool chest, workbench, drill press,
Photographic laboratory (cameras an
a ?  Chemical laborator
P | ing machine? War

s are expected to decred

g new world of air trave| . Here's where

The

ot we must make it somefhl s

own

Do
a

obbi

ot planning them.
And do
ill :: doing the same thing!
or the war will keep a lot of factories busy an
oke a lot of jobs.
E win the war AND build the peace.

# slides slowly to earth)

of

now to hasten Victory . . .

private air car of 1953, More than 80
better than 15 miles to the gallon—safe even

War Bonds can help . . .

money you put info War Stamps and Bonds
and is also your
payment on the exciting new things of 1953,
car? A home of your own? Bk
os? Sports? Travel? Now is the fim
't forget, 100,000,000 other America
Filling_thei

Buy War Stamps @nd Bonds

Or would you rather
glider—or refrigerator—or house? Easy

Startly with War Stamps or Bonds

you want @ college education? A 'plg:n;*

VACATION IN :
Hawaii, Venezuela. Week end in c
City, Newfoundland . . . This isn't a dream.
If you could ride with the air freight, you
could do it today. Your War Bonds will
help make it possible tomormrow.

V‘KIFVOU DON'T NEED IT, DON'T BUY IT"—A good waor-
fime motto, and especially true of sporting goods. But it's not
100 early to start staking out your cloim to our post-war pro-
duction. What will it be: Ski equipment? Shotgun? Field
glasses? Horse? Camping equipment? Skates?
tacket? Golf clubs? Put business cheod of pleaswre—put
the money into War Stamps and Bonds and let it work for
Victory today, for prosperity tomormow.

Tennis

THE CLOTHES OF TOMORROW—Water-

kle-F lor-fast. moth §

repellant, P
inexpensive. “lt's War Stamps and patches
for the duration,” as one Junior Miss puts it,

“but just watch my plumage when it's over!”




Suburbanization:

Levittown, NY 1948

Saving through Housing:




Decline in American Saving: Recent
Developments

Decline of small savers’ institutions: S&Ls,
U.S. savings bonds

Credit cards (revolving credit): deregulated
in 1980; target subprime customers, 1990s

Home equity loans: encouraged by 1986 tax
reform

Subprime mortgages, after 2000

Growing income inequality; drop in real
wages of working people after 2000



Recommendations for Reviving Saving in the U.S.

Improve access to banking by lower-income
households

Revive postal savings for small savers?

Promote youth accounts and school savings
programs

Change tax laws to incentivize lower-income
households to save for retirement and daily needs

Remove incentives that encourage excessive
investment in housing and home equity loans

Promote “financial inclusion’ as a national
priority and a civil right



