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Abstract

Liquidity of investment is one of the criteria in investment decisions. Systematic investment plans
and insurance are short or long term investment plans. The amount will be due only after all these
instalments are paid. The children education is one of the future investments and fulfilment of
life commitments. But, an investment like bank deposits get interest but has liquidity, higher than SIP
and insurance. The investment in children education insurance depends income, saving, number of
children, level of education, course and fees structure, etc. The study was conducted in Bangalore and
found that the investment in children education is a personal choice and depends on how the parents
plan education and interest of students. The career planning is influenced by financial potential
of the respondents.
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Introduction

Children Investment schemes are a specific investment scheme to ensure adequate fund for
the children’s career development and life plans. The academic process is a dynamic
segment in which new courses and domains arise along with changing economic,
technological, and political changes. Hence, it is the responsibility of parents to plan and
manage the life and career of the children with the changing environment. The child
investment plans is an investment avenue in which the future of next generation is financed
with the current saving of parents
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Importance of Children investment

A model citizen is nurtured through a systematic process of education , parenting, lifestyle and
opportunities for further career development. Providing the best education, training, and
opportunities, every parent has to plan the savings such that the priority will be given for the career of
children. At the same time, every family has to give importance for other needs like, shelter, health,
fitness and hygiene as well. The cost of medical treatments, shelter and education are increasing
continuously and these expenses in future has to be planned though systematic investment plans.

A few challenges in planning children plan are, inadequate and inconsistent income,
inadequate saving, lack of awareness on different investment avenues and lack of financial
literacy. Being the resources are limited, the families have to maintain liquidity of funds for
immediate financial needs and systematic saving as well without compromising return but at
a low risk. In education funding, the student’s educational loan such that they can pay after
course and placed while another option is to use family funds. The investments for children
fund can be fixed deposits, mutual funds for children growth fund, Insurance schemes or
directly invest in stock market. The risk-return combination changes with investment
avenue. The utility of educational loan and systematic loan are same except in only one
thing, utility is solved at first in education loan while it will be at last for systematic
investment plan. The education loans will be supported by guarantees or mortgages while in
systematic investment, there is no guarantee from the financier but a trust that there is no
option to offload the risk of investor. Only credit rating or long history or past performance
are the factors that give confidence.

The liquidity has a benefit and a problem as well. The liquid funds will be consumed in need
and may not be available for the planned purpose as they are readily available. But in
systematic investment plans, the fund will be locked during the plan that diversion of fund
may not happen.

Child investment Plans and family income

Maslow’s need theory and investor’s attitude are the deciding factors in choosing an
appropriate investment plan. In the case of fundingchildren education, there a two levels of
effects occur, child level and parent level. In the child’s level, there is a systemic growth
trajectory from, physical needs, safety needs, belonging and love needs, esteem needs,
cognitive needs, aesthetic needs, self-actualization, and transcendence. But, the role of the
parent is to ensure these in different ages in life and to achieve self-actualization in fulfilling
the commitment to educate, and place the children in right position in career and their life
attains transcendence as the children take care of them from physiological, safety and
belonging and love needs(McLeod, 2018). Hence, the investor’s attitude towards the
children is also affective ( to avail the best education), cognitive (plan career) and
behavioural ( choose right course) (Jain, 2014). Liquidity factor of investment is the easiness
convert to cash and whenever the money is needed for children, it can be made available for
it, Multiple term deposits or SIPs can help in this regard.

Theoretical Background
The career perspective has been changed from a linear relation of employer skill and
organizational needs to ‘a flexible career planningbased on value, flexibility and growth’
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which needs a tremendous personal development in achieving set unique goals. The Digital
world had helped the individuals to select a profession according to own interest. This need
focussed training and involvement. It demands a deviation from traditional education system
to vocational and creative career management and it needs dynamism is updating the skills
and profession (Sullivan & Baruch, 2013)

The Keyson’s theory explained average propensity to consume (APC) and marginal
propensity to consume (MPC) to explain the average consumption per income and marginal
increase in consumption per unit increase in income. This measure is important in managing
our consumption and saving for a specific purpose. Financial literacy and family budgeting
are the requirements in managing consumption according to income. Life Cycle Model says
the potential life of a person to earn so that the propensity to consume can be improved
through wealth creation (Parker, 2010).

The Veblen Effect may be defined as the interest of people to buy expensive products as
their income increases. In the career development also, a similar trend is visible that unique
and new generation courses are expensive but rewarding in placement. Availing education in
developed counties also become common for affordable parents or potential students to pay
off the loan from their earning. It can be termed as a conspicuousconsumption as a wealth
accumulation is needed to meet the investment in it, depending on propensity to save and
accumulate the saving (Bagwell & Bernheim, 1996)

Social Media and Career Choice

Social Media has both constructive and destructive effect on young generation due to the
high possibility of indulging in different websites with good and bad intentions. The high
degree of collaborations with sites and social groups that provide new trends in career,
income, etc as well as the groups in which the youth can participate in programs in online
helps to redefine their career perspective. Even, a few parents are also vigilant on career
development of their kids. The real utility is attained only if the children are in right track of
career development to ensure the benefit of investment.

Statement of Problem

The propensity to save is the fundamental for investment and investment is the process of
using available saving for future use for higher return and specific utility. Children
Investment is one of such investments to ensure fund availability at the time of need. Hence ,
the investor’s attitude towards the investments are important in deciding the type of
investment along with career selection of the child which intern depends on interest,
capability and fitness of the child

Objectives

To analyse the effect of life cycle on choosing investment for child investment

To analyse the effect of life cycle on factors in choosing children career plan and investment
on career

Research Methodology

The population of this research are the employed respondents in Bengaluru city of Karnataka
State and the data was collected using a structured questionnaire, with reliability of
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Cronbach alpha of 0.72 and improved consistency through test and re test method. The
sample size is 432.

Crosstab is used to test the hypothesis using chi quare .
Hypothesis Testing

There is no significant effect of life cycle on choosing investment avenues
There is no significant effect of life cycle on child investment plan

Data Analysis
Table 1 :Demographic description of respondents

Demographic Perc Demographic variable Percentag
variable enta e
ge

Age in years Awareness on CI plan
18-36 19 Yes 72
36-54 52 No 28
54-72 27 Response location wise
72< 2 Urban 26
Gender Semi urban 39
Male 49 Rural 35
Female 51 How do you come to

know about different CI

plans
Education Online 14
School 4 Advertisements 31
Graduation 41 Agents 17
Post-Graduation 32 Peers/colleagues 21
Vocational 23 Do you have a clear picture on the career
training planning of your kids
Do you have
any child
investment plan
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Yes 31

No 69 Yes 14

The descriptive data shows that the only 31% of the respondents investment in Child
investment plans while 69% invest in other plans though they are aware on investment plans.
The investors who are aware on Child investment plans is 72% of those who are aware of
Child Investment plans.

Table 2 :The type of investment vou prefer for Child investment Plan

. . Standard
Psychological Constrains Mean Deviation
Fixed deposit ( Long term) 4.3 4
Debt instruments in NBFCs 3.9 .8
Provident Fund loan/ advance 3.6 1.3
Insurance plans 2.6 1.8
Child specific insurance plans 2.4 1.5
Selling of land or fixed assets 33 1.1
Education loan 2.9 1.2
SukanyaSmriti Plan 1.2 2.2
Child specific mutual funds 3.2 1.3
Others 3.0 1.2

Long term fixed deposits are a common investment among employed investors due to its low
risk and constant return. The assured amount maturity helps the investors to plan their
investments. Debt instruments with fixed interest are another investment offered by NBFC
are also attraction to investors.

Provident fund loan/advance is another option for meeting child investments. Other child
specific investments are not attractive to the investors.

Table 3: Factors that motivate investors to choose a specific plan

Factors Mean Stal?de%rd

Deviation

Return of fund 3.9 .9
Volatility and risk 3.7 1.1
Period of investment 3.6 0.7
Credit rating 3.1 1.8
Safety and Security 2.9 1.7
Investment Pattern 33 1.6
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Adequacy of fund at the time of need 39 .8
Risk and return level 3.6 1.2
Easiness in investment without affecting other

commitments 3.2 1.2
Lock in period 2.9 2.2
Bundled benefits 2.2 1.6

The motivation factors for choosing an investment.include, return, risk, period of investment,
lock in period, risk return level and estimated fund needed at that time. The employees have
fixed income and hence they prefer fixed return investment plans than volatile investments.
So they prefer mainly three investments, fixed deposits, debt instrument investments as
debentures offered by Non-Banking Finance Enterprises. Provident is a boon for employees
and gain a minimum treasury level interest as well. It is a sort of risk aversion.

Table 4: Source of Information on Child investment Plans

Psychological Constrains Mean Star.lda%rd

Deviation
Social Media 3.9 .9
Advertisement 2.6 1.6
Peers and Relatives 3.2 1.6
Financial advisors 1.9 1.9
Others 2.6 1.4

The data shows the social media have more effect in choosing as child investment plan and then

peers and relatives.

Effect of Life period on investment avenue selection

Ho1: There is no significant effect of life cycle on choosing investment avenues

Pearson Hypothesis
Variable 1 | Variable 2 Chi Sig Null | Alternative
square Ho |Hi
Age Fixed deposit ( Long | 573 0326 |
term)
Age Debt instruments in | 19362 | 0016 N
NBFCs
Age Provident Fund loan/ | 3 154 0.456 v
advance
J
Age 5.365 0.321
Insurance plans
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The analysis shows that there is a no significant variation in using fixed deposits, Provident
fund, and insurance as null hypothesis is accepted. In other cases, alternate hypothesis
accepted. This shows the risk aversion in investment and liquidity in need as the investor can
withdraw money in need. This shows that there is a significant relation between life span and

Age Child specific insurance 11.639 | 0.026
plans
Age Selling of land or fixed 11.230 |o0.045
assets
J
Age . 18.635 |0.041
Education loan
J
Age - 13.201 |[0.023
SukanyaSmriti Plan
Age Child specific mutual 17.369 | 0.032 v
funds
7
Age 16.123 ] 0.023
Others

choosing of investment plan

Hoz :There is no significant effect of Age on factors to choose investment avenues

> Hypothesis

. - earson :

Variable 1 Variable 2 : S

arlable arlable Chi square ‘£ E;lu Alternative H;

Age Return of fund 4.613 0326 |

Age Volatility and risk 21.03 0.006 V

Age Period of investment 5.256 0.456 |

Age Credit rating 4.361 0301 |+

Age Safety and Security 13.639 0.016 \

Age Investment Pattern 11.230 0.035 V

Age Adequacy of fund at the time 16.635 0.041 N
of need

Age Risk and return level 11.201 0.023 V
Easiness in investment

Age without affecting other 15.369 0.032 V
commitments
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Age

Lock in period

15.123

0.023

Age

Bundled benefits

18.123

0.023

The data shows that there is no significant effect on three factors , return, period of investment and
credit rating. In other cases alternative hypothesis is selected. There is a significant effect of life on

choosing child investment plan

Conclusion

The results shows that the child investment plans are not so popular among employees as they focus
more on fixed deposits, insurance and fixed investment plans of NBFCs. In other cases the perception
towards the investment avenues differs with age or life cycle. The fixed deposits have high rate of
return. Similarly, perception on Return on investment, period of investment and credit remain same
irrespective of age while perception towards other attributes changes. This supports effect of life

cycle model on investment pattern
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