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Abstract

Knowing which factors underlie beliefs concerniiiigancial planning for
retirement (FPR) among young adults is essentiati&signing interventions to
support their actual FPR. Therefore, we examineedmtors of FPR-related
beliefs and current retirement savings in a sampie502 employed Slovak
adults aged 20 to 35 years. Actual savings andliaiensions of psychological
preparedness for FPR were positively predicted diirament financial literacy
and self-rated financial literacy. Moreover, we houthat perceived FPR emo-
tional load decreases with education, and perceivB® task complexity dimin-
ishes with age. Further, increasing income was jgtea of a higher subjective
FPR competence and a perception of FPR as lesssétite Finally, professional
experience in the financial domain was linked toigher self-assessed capabil-
ity in terms of FPR, but also with a lower persoR&R engagement. Our find-
ings stress the need for effective communicatiomfofmation about FPR’s
relevance to young people.
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Introduction
Pension Reform in Slovakia

Due to demographic and economic changes, almbsbahtries in Europe
are facing the problem of how to enable their eitiz to be financially secure in
old age. Within both shorter and longer time hamgthe resources that working
people have been contributing to the pay-as-yoyRf®YG) pension schemes
will not be sufficient to maintain standards ofitig for all pensioners. As the
old model of sharing society’s resources betweerkiwg people and retirees is
becoming unsustainable, governments in Europe rapéemented structural
reforms within their pension systems. The most @tampension reforms were
witnessed in Central and Eastern European countriasy of which have un-
dertaken reform as part of a much wider transifrom communism to liberal
democracy (Hershey, Henkens and van Dalen, 201BUK, 2012).

Slovakia belongs to those countries of the Eunopéi@on where demographic
changes will be detrimental to the provision ofrezhent pensions in the very
near future. According to forecasts, Slovak popoiatvill dramatically decrease
from about five and a half million to five milliohy 2030. In the 1950s, about
100,000 children were born every year. The birth decreased to 61,000 children
per year in the 1990s, and those latter people@seentering the labour market.
The number of employed people of working age isriglnoticeably due to this
decline in the population growth, and at the same the baby boomer genera-
tion is retiring in Slovakia and their life expeaty is increasing (M#, 2015).

In 2004, Slovakia implemented the pension refanat has been gradually
increasing the statutory retirement age and wheetks to support the employees
own retirement savings. The government aimed terdify pension risks and
stabilize the basic income of individuals in theld age by creating additional
pension funds. The pension system in Slovakia ntlyreonsists of three pillars.
The first, the state PAYG pillar, is mandatory &f workers. The second and
the third pillar are based on accumulating priveagings in private financial
institutions and both are optional for employeegrasent. Due to this pension
reform, the responsibility has been shifted tovidlials — who should plan and
save for retirement in order to supplement the amptovided by the state pen-
sion scheme and so secure their own financial ghg in retirement.

Consequences of Pension Reforms for Young People

The pension reforms which have occurred in Sl@vake consequential, espe-
cially for young people. It is almost certain thilaey will not be provided with
such high state pensions as the current pensibagesso far been receiving. Thus,
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financial planning for retirement becomes crucrad anore critical for young peo-
ple rather than for their counterparts who areaglyeapproaching retirement age.

The pension reforms mean that the younger genastre being urged to
start their retirement planning from the very begng of their professional ca-
reers. An early start with retirement saving setnise a necessary precondition
for ensuring one’s own security in old age. Yelatigely small numbers of
young people in Slovakia take this step. Out ols¢éhavho entered the labour
market between 2008 and 2011, only 30% voluntgoiged the second pillar
(as of 2015; Rizman, 2016). This was due to sevegsions. Since 2005, the terms
and prerequisites for savings in the first andstimond pillar have changed several
times. Political disputes over the second pilladt &s recurring opening and clos-
ing (in terms of being available for savers) algb bt strengthen savers’ confi-
dence. Both the state and the private financiditiions have failed to compre-
hensively inform young people about conditions prafpects relating to financial
security in retirement. There is another reasordisengagement with the second
pillar: this new pension scheme requires highegliewof both individual responsi-
bility and financial knowledge, compared to PAY Giee.

Although empirical studies concerning this topicSlovakia have been miss-
ing so far, retirement specialists and officialpansion management companies
observe that very few young people are aware ob#ésec principles of financial
security in retirement (see for example Kopeckyl 20Mittas, 2017). Notably
many young people do not clearly understand they tinust build their own
capital pension contributions in the second ancthive pillar while the contri-
butions they pay to the first pillar are immedigtebnsumed for the payments to
the current pensioners. Trust in the state-basesige scheme — a remnant from
older generations — is still quite high among mgoyng people. Yet, given the
current situation, this confidence is unfounded.

The first step in financial planning for retirenigRPR) for young people in
Slovakia is enrollment in the second pillar. Instlpillar, individual retirement
savings accounts are opened for them which accuenth&ir employers’ and
their own contributions. The decision to enroltliis pillar should be made early
in one’s career — ideally immediately after entgrime’s first job. According to
current regulations, only people up to 35 yearsesaoll in the second pillar. As
with other financial choices, multiple factors detne the decisions made by
young people to plan and save for retirement -eeitirough the enrollment into
the second pillar or by using other forms.

Determinants of FPR

Understanding why some people succeed and othiete fave adequately for
retirement has become a topic of policy interest impresents a great challenge
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for social scientists worldwide. Most FPR studiewé been conducted within
the context of the United States pension systéowever, several authors have
pointed out important differences between the hystd pensions and its institu-
tionalization in the U.S. and Europe. In addititinere are also regional differ-
ences within Europe. The Eastern-Central Europeantdes are characterized
by a transition period to newly founded pensionesess; i.e., they have a short
tradition of individual retirement accounts and reaj reliance on state-based
public pension schemes (Fernandez-Lépez et alQ)201

Empirical studies of financial preparation forimetent take place mainly in
relation to economics, behavioural economics anghudogy. The most com-
monly examined factors related to financial prepanafor retirement aredemo-
graphic (such as age, gender, marital status, educati@hyegion); andocio-
-economiccharacteristics (income, source of income, emplaynstatus, and
financial market indicators). Links between psycigatal factors (personality
traits, forethought, intentionality, self-regulatjcattitudes, beliefs, retirement goal
clarity, etc.) and FPR have not been extensivefyremed so far and studies con-
cerned with the interaction of psychological amdcural factors are even scarcer.

Structural Factors and their Role in FPR

Many studies agree that the probability of saforgetirement rises withge
in accordance with the life-cycle theory. Peopl@rapching retirement spend
more time thinking, planning, saving and otherwgeparing for retirement
(Adams and Rau, 2011). BaladZ (2012a) found thapleeim Slovakia start to
think about additional savings for retirement, teg tarliest, in their 50s. Com-
pared to the elderly, young people often see nsoreéo engage in preparation
for retirement since retirement is still so far gwar them. This is quite alarm-
ing because the pension reforms clearly imply #ratearly onset of financial
planning for retirement among young people is nesgs

A common finding in empirical studies is thabmenare less likely to save
for retirement than men. Women were found to be fasncially literate and
less secure about their ability to make financetisions (Bucher-Koenen and
Lusardi, 2011). This, however, corresponds to apterninterplay of numerous
factors. Noone, Alpass and Stephens (2010) exanthreedender gap in retire-
ment planning and savings in more detail, asseshm@xtent to which women
are disadvantaged with regard to their retireméarpng and the factors that
may affect retirement plans. They found that perxtiretirement and current
economic living standards were associated withnitre preparedness. Women
were economically disadvantaged compared to merttaschegatively affected
their financial preparation.
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A certain level ofincomeis needed to engage in any financial planning.
A higher salary increases the propensity of anviddal to engage in retirement
planning: the higher an individual’s income, thghwr the probability that they
will save for retirement. In addition, income levdébnd to positively correlate
with employment status and education. Individuaith \wigher income and em-
ployment status have access to additional beraaiiisthis means they also have
greater resources available for saving.

Formal educationis expected to be in a positive relationship witAnning
skills and thus more educated people should be tialy to financially plan
for retirement. Individuals with higher educatioavie both greater earning po-
tential and are more able to understand the neednigagement in their retire-
ment preparation (Lusardi and Mitchell, 2011). ¥bg results in relation to this
are more complex, partially because education,nve;cand wealth tend to be
highly correlated. The research findings in genardicate that retirement sav-
ings increase with age, income, and education .level

As for more specific individual predictors, it cegasonably be expected that
individuals with a higher level dinancial knowledgéave a greater tendency to
plan and save for retirement. Empirical resultswstimat financial knowledge is
positively related to retirement planning activgtand financial saving practices.
Moreover, the research findings suggest that atodssancial knowledge, rather
than overall education level, is the factor whisHighly influential in retirement
saving (Hershey and Mowen, 2000). Van Rooij, Lusamt Alessie (2011)
found a strong positive relationship between finanknowledge and retirement
planning in the Netherlands; those who were mananitially knowledgeable
were more likely to plan for retirement. In additjoHayslip, Beyerlein and
Nichols (1997) found that younger adults tend tovsla high level of retirement
anxiety because they lack accurate information ttsiinement.

Fernandez-Lépez et al. (2010) analysed the detents of European retire-
ment savings based on a sample of more than 6idddduals from 8 European
countries. Their results indicated that the driviogees in the decision to save
for retirement were quite similar across all thesentries. This choice was posi-
tively related to age, financial literacy, househimicome, employment status, and
saving habits. Although the country-level institutal factors do seem to play
a crucial role in the individual's retirement aities, remarkably, the authors
found that the same three main factors — age, dinhliteracy, and income —
determine retirement saving behaviour across ghtetountries. Higher levels
of these variables positively influence retiremeatings. As an indicator of
whether people plan to save for retirement (theeddent variable) Fernandez-
-L6pez et al. (2010) used one question which adédrbsaving targefs.
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Beliefs Concerning FPR and their Role in FPR

Hershey, Jacobs-Lawson and Austin (2012) argue“deanographic indica-
tors are, in and of themselves, not explanatoriatsées, but instead proxies that
covariate with other indicators that are more exalary in nature” (p. 417).
Demographic and structural characteristics repteséjective and verifiable
measurements, thus, they serve important functwmsn it comes to public
policy interventions at a global level. Howeverpaggraphic and structural indi-
cators do not explain a sufficient amount of vacein individuals’ retirement
financial planning and saving. Moreover, the relaships that have been found
between structural indicators and FPR have not lmmsistently supported
across all studies.

The decision to save for retirement, which isaoedistant in young people’s
minds, results from beliefs which an individual d®labout the relevance of
financial preparation for retirement and all rethtespects. In general, attitudes,
emotions, and beliefs (whether accurate or notesemt factors that drive much
of one’s financial behaviours (Klontz et al., 201 order to initiate financial
preparation, for instance, people have to beligaéthe savings and investments
will result in improvements in their standard ofitig in their post-employment
period. They must be sure that they have suffidiantvledge and are competent
to plan and invest. In addition, their perceivedamcy of an early start of FPR
is of great importance. They need to believe that task is not beyond their
capacity and also that they have sufficient resesithat they can, indeed, save.
It is also crucial that they do not experience taach stress and anxiety when
dealing with financial transactions and financiatidion making.

Hershey and his colleagues incorporated psychmbgindicators into their
models of financial planning for retirement. Theygested that the psychologi-
cal constructs mediate the relationships betweenodeaphic indicators, and
financial behaviours and decision making. In 208drshey introduced the first
conceptual model using dimensions important foating “psychological pro-
files” of investors. Similarly to Payne, Bettmandafiohnson (1993), Hershey
considered the decision makers' personalities,tdbks, and the environment
(cultural ethos) to be the critical factors in ficgal decision making. With re-
spect to the domain, financial resources and ecanfurces have been added as
additional factors (Hershey, 2004, p. 32). In tA@2study, Hershey et al. verified

2 The authors asked: “What do you/would you sav@ foetirement, housing, consumption,
holidays, contingency reserve, particular purpaagsh as a car, for the family, long-term care
planning, special event, no specific reason, alahove)” (pp. 235 — 236). Participants who chose
saving for retirement as their first option, andgé with pension funds, were coded as 1, and
otherwise participants were coded as 0.
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the model labelled as psycho-motivational — bec#udescribes the psychologi-
cal field of forces that predispose individualsai in personal finance. In the
follow-up studies, the strong effects of psychatadjivariables were verified also
in cross-cultural comparisons (Hershey, HenkensvandDalen, 2007; Hershey,
Jacobs-Lawson and Austin, 2012).

The Present Research

The objective of this study is to explore facttivat support positive beliefs in
relation to financial planning for retirement aratifitate the subsequent en-
gagement of young employed adults in retiremeningaWNumerous factors may
contribute to positive attitudes and retiremenirggechoices. The challenge is to
identify the cues that are relevant in predictimmuryg people’s tendencies to
prepare financially for retirement, and to assé®s dontribution of individual
cues. Therefore, we analysed the extent to whitletstral variables and finan-
cial knowledge predict those beliefs that are irtgoarin financial planning for
retirement among our target group.

We focused on young people who are employed. Athomany university
students are likely to have had experience withtipialjobs of relatively short
durations, they still maintain their student stafiig., social security contribu-
tions for students are paid by the state and tloeyad have to decide whether to
join the second pillar). The employed young pedmwe already entered the
adult workforce, and with more or less success; &ne striving toward economic
self-sufficiency. Students and employed young peagthough of the same age,
differ not only in work commitments and securitypgrmanent income, but they
may also have different work-related plans, atégjdand ideas about labour
market opportunities, resulting from their differesocio-economic status. We
have examined psychological predictors of finangiknning for retirement
among undergraduates in economic and non-econoisdiplihes in another
study (B&ova and Kostowiova, 2017).

We included structural variables and personalitgracteristics (beliefs) in
our research study as they interact in generalingfdrces that motivate young
employed people to financially plan and preparedétirement. In addition to the
socio-demographic variables which have been inya&td most frequently so
far (age, gender, education, income, and employsestbr), we were interested
in whether professional experience in the finand@hain, which is assumed to
be linked to higher financial skills, plays a ratepsychological preparedness to
financially plan for retirement. Three indicators fmancial knowledge were
included: performance in the general financialrdéity test and the retirement
financial literacy test, and subjective assessroEfibhancial knowledge.
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In order to capture how young people perceivedindronment, the tasks,
their capacities, and their opportunities in relatto financial preparation for
retirement, we designed a personal belief inventlirgomprises all important
components that are involved in financial preparafor retirement, i.e. the so-
cio-legal environment of FPR, the FPR task, andsocapacity and motivation
for FPR. Even though the inventory has been tailéoe the conditions of finan-
cial retirement planning prevalent in Slovakia, badieve it is suitable for use in
other cultural and legal environments. Thus, thedescfocus on the general as-
pects that are important when considering engageimétPR: confidence in the
pension system, FPR task demands, perceptionsrotompetence, motivation,
and emotional load.

To sum up, our objective was to examine the extenthich structural varia-
bles and financial knowledge predict beliefs alftnancial planning for retire-
ment in the sample of young employed people. Weeebenl that being older,
male, more highly educated, better-paid, in worlaifinancial occupation, and
having greater financial literacy would be predietiof more positive beliefs
about financial planning for retirement and higbeirent retirement savings.

Method

Participants

A sample of 759 young employed Slovak adults veasuited via a market-
ing agency. Financial non-professionals were addcethrough the online panel.
Financial professionals were searched for in thebdse and then phoned to
request their participation in the research. Batbupgs filled out the electronic
guestionnaire which included all dependent and peddent measures. We
excluded almost one fifthn(= 146) who failed to pass the attentional check.
Another 111 people were excluded due to ambiguossvers on FPR beliefs
items (i.e., “neither agree nor disagree” for mibv@n 50% of statements) or due
to missing data.

Consequently, we analysed the data from the reéntpiB02 participants
— 52% femalesn = 259), and 48% males (= 243) — aged 20 to 35 years
(M =29.9,SD = 3.8). More than a half of the sampie<282) had a university
degree and the remaining 43.8%=220) had completed secondary education.
One fifth (h = 100) of our sample was employed in the publat@eand the rest
(n = 402) worked in the private sector (including-sshployed people). A quarter
of our participants{ = 128) were professionals in the financial domaork-
ing as accountants, economists, invoice clerks, ghenks, financial managers
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or financial officers. As for the financial situati, the monthly income of 23.7%
(n = 119) of the participants was lower than 500 EWRanged from 500 EUR
to 800 EUR among 40.6% €& 204) of the participants, and the monthly wagfes
the remaining 35.7%n(= 179) participants were higher than 800 EUR. ifiber-
vals for monthly income were based on calculatidetermining whether enter-
ing the 2° pillar is more or less advantageous for the engeyfuture pension
although there are several other important fadct@smight influence this.

Design and Procedure

After completing a set of socio-demographic itethg, participants assessed
their understanding of financial matters (i.e. ytgelf-rated their financial litera-
cy) and filled out two objective financial literadgsts (i.e., overall financial
literacy, and retirement financial literacy). Aftanswering all the financial
knowledge items, participants were provided withrief description of the pen-
sion system in Slovakia in order to ensure the smfioemation about FPR op-
portunities were in the minds of all the particiarSubsequently, the partici-
pants were asked to express their level of agreemén statements, so captur-
ing their beliefs concerning financial planning fetirement. Finally, the partici-
pants answered some questions about their curiescial preparations for
retirement (participation in the three pensiongoell and savings and investment;
see the next section for more details).

Dependent Measures

Beliefs Concerning Financial Planning for Retirement

In the process of developing the FPR beliefs itatgm we tried to identify
the most relevant beliefs of young people with rdga financial planning for
retirement. We gathered fifty-two statements thatesintended to address the
components of the FPR process. The first set afsteoncerned their assess-
ment of the social and legal environment of FPRI #reir confidence in the
society’s economic system — specifically relatingdliance on state social secu-
rity in FPR. The next category of items focusedlwgir perception and evalua-
tion of the relevance, feasibility, and complexfythe FPR task. The final set of
statements allowed for a self-evaluation of thdigipants’ characteristics, such as
their perception of the future, their attitudeditancial risk, motivation for FPR,
self-rated FPR personal competence, financial staesl anxiety, and locus of
control. These items were administered to 602 @pents working in non-finan-
cial professions. As a result of a psychometridyemes of the responses (Bwa
et al., 2017), we finalized the inventory as anrallaneasure opsychological
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preparedness for FRPRt contains 23 items, grouped into 5 scales. Ngnteust
in the 2° pillar (2 items,a = .75), beliefs about personal competence inicelat
to FPR (4 itemsg = .76), beliefs about personal engagement iniogldb FPR
(7 items,o. = .81), beliefs about the task complexity of FPRtéms,a = .78),
and the emotional load represented by FPR (5 items/8).

The Trust in the pillar scalecaptures the participant’s beliefs concerning
the idea that savings in th& dillar will result in improvements in one’s stan-
dard of living in retirementThe Personal competence scedpresents the par-
ticipant’'s belief in their own abilities in relatioto FPR and their self-rated
knowledge of possibilities for FPRhe Personal engagement scédeuses on
the perceived need for an early start to FPie task complexity scabxpresses
an overall rating of the FPR task demands, inclydive difficulties related to
entering and participating in thé&illar. The FPR emotional load scat®n-
cerns the stress and anxiety which accompaniegmetnt financial planning
and decision making, along with a possible lackir@ncial resources. A higher
score in the scale means a higher level in terniseobelief All scales are given
in Appendix 1.

Current Financial Preparation for Retirement

We addressed the engagement of our participarisancial preparation for
retirement beyond the mandatorydension pillar: participation in thé“Xillar
and in the % pillar, and in other investments. We created agral measure of
retirement saving methods, ranging from O to Gu#rent saving Moreover, we
were particularly interested whether participants enrolled in the "2 pillar —
2" pillar saving

Independent Measures

Socio-demographic I ndicators

We focused on six possible socio-demographic ptex of FPR beliefs and
current savings among young aduiige gender(0: female, 1: malerducation
(0: high school, 1: universitygmployment sectqO: state, 1: privatejprofes-
sional experience in financial domai®: no, 1: yes), and monthlijncome
(1: less than 500 EUR, 2: 500 — 800 EUR, 3: moae 800 EUR).

Financial Literacy

Self-rated Financial Literacy

The participants indicated a subjective estimateth@ir understanding
of financial matters -Self-rated financial literacy- answering the following
guestion: “To what extent do you understand econamatters such as interest,
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inflation, mortgage and the like?” (1: “I do notderstand at all’; 5: “I under-
stand very well”).

Objective Financial Literacy

Six multiple-choice items were used to measureprehension of financial
concepts. The first four questions are well essalell within surveys designed to
measure financial literacy in the U.S. and othamtoes (e.g., Bucher-Koenen
and Lusardi, 2011; Lusardi and Mitchell, 2011; VRwoij, Lusardi and Alessie,
2011). They have been widely replicated and adafite@&lovakia see Balaz,
2012b). We also used two additional questions fedus long-term investments
(although some of the basic financial literacy dgioes were time-framed as
well). The first question addressed knowledge B&iion and purchasing power:
i.e., real rates of return over time. The basicwations regarding compound
interest rates were the essence of the secondajuebhe third question focused
on the understanding of risk diversification betsefieduced risk). The compari-
son of entry and exit charges and investment retaver 10 years were the sub-
jects of the fourth question. The fifth questiostéel knowledge concerning
mortgage interest. And finally, the participantsiderstanding of risk reduction
over along-term horizon investment was measuradthé sixth question. All
guestions are listed in Appendix 2.

Objective Retirement Financial Literacy

The 13-itemRetirement financial literacyest was designed to determine the
level of knowledge concerning the retirement finahsystem in Slovakia. The
multiple-choice questions addressed the overalkipansystem and the three
pension pillars specifically. We employed a binaogling (correct/incorrect) for
the items in the two objective financial literaegts.

In the first question the participants were as&bdut the number of pillars
within the pension system in Slovakia (item No. The next four questions,
related to the *i pillar, tested for knowledge of: the obligationgarticipate in
the pillar (item No. 2); institutional money managmnt in the pillar (item No. 3);
money use in the pillar (item No. 4); and pensionds for those who are only
engaged in the®Ipillar (Item No. 5). Further, a set of six questiaegarding the
2" pillar addressed: the obligation to participatéhia pillar (item No. 6); insti-
tutional money management in the pillar (Item Np.tie possibility of immedi-
ate exit from the pillar (item No. 8); contribut®mo the i pillar while simul-
taneously involved in the"2pillar (item No. 9); money use in the pillar (item
No. 10); and pension funds for those who are erdjaigehe 2¢ pillar (item
No. 11). The last two questions, relating to tfiepBlar, covered: the obligation
to participate in the pillar (item No. 12); and tphessibility of immediate exit
from the pillar (Item No. 13).
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Results

We conducted a series of regression analysehéosdven dependent varia-
bles, with two groups of predictors. A number otisedemographic factors
entered the analyses in Step 1, namely: age, geediecation, employment sec-
tor, professional experience in financial domaing anhcome. In Step 2, three
measures of financial literacy were added into rtiaglels: self-rated financial
literacy (FL-S), financial literacy (FL), and regment financial literacy (FL-R).
The inclusion of a higher number of predictors @ases the risk of multi-
collinearity. Therefore, we started with a correlatanalysis (Table 1). None of
the correlation coefficients were higher than .BD.the measures of financial
literacy were positively correlated with educatiand income. We also found
positive relationships between the two objectiveaficial literacy scores and
age. Moreover, men exhibited higher levels of ks#h-rated and the objective
financial literacy than women, and financial prsiesals scored better in the
retirement financial literacy test compared to poofessionals.

Table 1

Correlations among Predictors: Socio-demographic Idicators and Financial
Literacy (FL)

1 2 3 4 5 6 7 8
1. | Age
2. | Gender -.01
3. | Education .15* .04
4. | Sector -.01 .07 =11
5. | Experience .07 -.35% -.08 .06
6. | Income .25*% .29% .28* A1 .02
7. | Self-rated FL A1 A7 22*% .10 .01 .291
8. | FL A3* 13" A7+ .04 .02 .28* .32%
9. | Retirement FL .28* 11 .19* .09 12 271 .26* .40*

Note * Correlation is significant after applying Bomfeni correction.
Source Authors' calculations based on own research.

We tested the data for normality and homoscedstand checked the re-
maining collinearity problems via the variance atitbn factors (VIF). The VIF
coefficients over 5 are considered problematic. ddibnearity diagnostic found
a maximal VIF value of 1.39. Further, we condudieel Mahalanobis distance
(MD), Cook's distance and Durbin-Watson tests teckhthe assumptions with
regard to outliers, influential cases, and autadation in the residuals (Field,
2009). With large samplesl(= 500), MD values above 25 are cause for concern.
We therefore excluded two participants from thesggjient regression analyses.
We did not identify any problematic cases when érarg the Cook's distances
and the Durbin-Watson test statistics.



55

In other words, the assumption that no point exighich exerts an undue
influence on the model and the assumption thaetivere no independent errors
in regression were met.

Structural Variables Predicting Personal Beliefs and Retirement Saving

The first series of models, with socio-demographdicators only (Table 2,
Model 1) showed thaage education income and professional experience
a financial domain are significant predictors ofRFfelated beliefs and current
retirement savings. First, age and income wereetinfo higher trust in the"®
pillar, a lower perceived FPR task complexity, andreater range of current re-
tirement saving methods. Trust in the 2nd pillaswasociated with higher educa-
tion as well. Increasing income, together with pesional experience, predicted
a greater self-assessed personal competence indfl@Rncome and education
were positively related to a lower level of emotibivbad due to FPR. Finally,
age and education were positive predictors of pedsengagement in FPR.

Table 2
Regression Models for FPR Beliefs and Current Retement Savings
Model 1 Model 2

TP| PC| PE| TC EL| cs| TP/ PQ PE ¢ EL CS
Age 10* | .06 | .16*-.16* |-06 |.29* | .04 | <01 | .09 | —10%* —-.03| .25
Gender | .04| .05 | .03| -03| -02| .06) <QLI -02 -Q1L02 .| .02 .03
Education | .11*| .04 | .10*| —.07 | -.15% <.01] .07| -.0f.04 |<0l | —10*| —.04
Sector 06| .05 | .02| -07| -04| .04 03 -01 -0103-.[-01 | .02
Experience.02 |.16** [-09 | -01 | —06 | .07 | —-02 .13#13* | .04 |[-03 | .05
Income | .11*| 22%| .05 | —.15*4—35* | 19* | 07 | .11**|-02 |-09 | —30*| .15%
FL-S A2% | AT AT |- 26% [—22% | 11%
FL -05 | .05 | .05 .06 .02 .01
FL-R 24%%| 1% | 21% [ —24% | 10% | .12*
Adj. R? |.05 |.09 | .05 .08 20| .15 A1 32 a3 .19 .25 .18
F 54|96 | 52| 79 215 161 76  2§59.0 | 134 | 19.4| 128
AR? .06 | 23| .08 A1 .06 .03
F for AR? 11.4| 569 155 224 12p 5.5

Note: Coefficients are standardiz@dweights, *p < .05, ** p < .01; FL — Financial Literacy (S — Self-Rated,
R — Retirement), TP — Trust in th&"Pillar, PC — Personal Competence, PE — Persorgddement, TC —
Task Complexity, EL — Emotional Load, CS — CurrSavings; AllF andF for AR? values are significant at
the .1% level§ < .001).

Source Authors' calculations based on own research.

Entering financial literacy measures into the med&able 2, Model 2) sig-
nificantly increased their explanatory power. Yiatthe case of current retire-
ment savings, the change was rather small. Thdtseisdicate thatelf-rated
financial literacyandretirement financial literacyare the only predictors of trust in
the 2 pillar. Moreover, these two measures of finankimwledge are predictable
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of a wider portfolio of current saving methods, leg levels of personal FPR
competence and engagement, and lower levels otipett FPR task complexity
and emotional load. As for the socio-demographitades, increasingncome
was the strongest predictor of a less intense FR&ienal load, and it was also
related to a higher personal FPR competence, andaer range of current re-
tirement saving methods. Next, increasaggwas the strongest predictor of the
extent of current retirement savings, and it wakdd to a perception of FPR as
a less complex task. Furthgmofessional experiencie financial domain was
predictive of higher personal FPR competence hwetgersonal FPR engage-
ment. Finally, higheeducationwas associated with a lower level of emotional
load related to FPRGender, employment sectandobjective general financial
literacy proved not to predict current retirement savingsawy of the beliefs
concerning FPR.

Structural Variables Predicting 2" pPillar Enroliment

In addition, a logistic regression was run to @sae the effects of the socio-
demographic indicators (Model 1) and the finanktatacy measures (Model 2)
on the likelihood that participants entered ti&llar. In the first model, we
identified two predictorsincomeand sector EXpB)incowe = 1.47,p = .020,
ExpB)sector = 0.47,p = .005, Nagelkerke'& = .22,%%(6) = 83.45,p < .001.
Thus, a higher likelihood of enrollment in tH¥ gension pillar was linked to work-
ing in the private sector (as opposed to the set#®or) and increasing income.

As for the second model, the Wald criteria denmawstl thasectorandretire-
ment financial literacynade a significant contribution to prediction, BRector=
0.52,p = .019, ExpB)r.r = 1.35,p < .001, Nagelkerke’& = .29,%%(3) = 30.24,
p < .001,%%9) = 113.70p < .001. Again, participants working in the private
sector were substantially more likely to enrolltire 2¢ pillar than state sector
employees. At the same time, increasing retirerfieancial literacy was associ-
ated with a higher likelihood of enroliment in tB¥ pension pillar. The model
with all nine variables explained 29.4%R¢ = .07) of the variance in"2pillar
saving and correctly classified 79.2% of cases.

Discussion

This present study was based on the assumptiarfitlaacial planning for
retirement (FPR) — a necessary precondition fourgag an individual’s finan-
cial well-being in retirement — is facilitated bgyzhological readiness, which is,
in turn, reflected in positive beliefs about retient planning. In other words,
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we assumed that the pension reforms would onlyestheir purpose if young
people were willing and able to adapt to the pregoshanges in the pension
system and to accept the associated challengesr Iresearch, the level of psy-
chological preparedness was specified and asse&sgwung people’s beliefs
about the utility of the second pillar, their safsessed personal competence in
retirement planning, their engagement in this taskl a low emotional load and
perceived difficulty associated with the FPR task.

First, we found relationships between four strradtuariables — age, income,
professional experience, and formal education —diménsions of psychologi-
cal preparedness, except for trust in the secdfat.piaking into account finan-
cial literacy, financial professionals, and thoséhvhigher income rated them-
selves as more capable of financial preparatiomdorement. Financial profes-
sionals also reported a lower tendency to get iracbin FPR. Maybe the pursuit
of financial professions brings deeper insighte thie complexity and uncertain-
ty associated with financial planning and thus siameously lowers the per-
ceived urgency of one’s engagement. Yet, profeasi@xperience was not
linked either to enrollment in the second pillartorthe range of current retire-
ment saving methods. We also found subjective gataf the demands made by
the FPR task to decrease with age, and that thibkéhigher income and higher
education expressed a lower level of stress anceignx regard to retirement
financial planning and decision making. As for thetual retirement savings,
these were positively determined by participargg'saand incomes, and enroll-
ment in the second pillar was more prevalent antbage employed in the public
sector. Gender turned out to predict neither beloeincerning FPR nor current
retirement savings.

The fact that financial professional experienaghér income, age, and edu-
cation created a better psychological backgroundstame positive attitudes
towards financial preparation for retirement is sotprising. These patterns are
congruent with the results of other studies (egyn&ndez-Lopez et al., 2010;
Lusardi and Mitchell, 2011; Van Rooij, Lusardi aAtkssie, 2011). The impor-
tant finding of our research is that the crucialedminants of all positive FPR
beliefs and actual retirement savings were sedferdinancial literacy and an
objective knowledge of the pension system. Dedpiéethree financial literacy
measures being interrelated, performance in theotegeneral financial literacy
did not play a role either in psychological prepess for FPR, or in current
retirement savings. On the other hand, both higedrrated financial literacy
and higherretirement financial literacywere positive predictors of the trust in
the second pillar, FPR personal competence, anef ielthe need for engage-
ment in FPR, and negative predictors of emotioredl| and FPR task complexity.
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Higher self-rated financial literacy and highernanent financial literacy were
also predictive of positive financial behavioure.j. higher actual savings for
retirement.

In the research using a Slovak sample conductdgbldz (2012a)self-rated
financial literacywas associated with an objective knowledge of bfasancial
concepts and financial products, with declaredactdal experience of financial
products, and with level of education. Balaz st#tes even though self-assessed
financial knowledge is not always equal to actpalceived financial literacy
can sometimes be a better predictor of financiabk®ur than objective litera-
cy, because not only knowledge but also adequiftem®idence is necessary to
make qualified financial decisions. In recent yeasveral empirical studies
have indicated the positive role of individualsidncial self-confidence in their
financial behaviour. Kicia (2016) studied choicegarding saving for retirement
among university staff in Poland and found differes in confidence between
those who had made an early decision and thosehatigprocrastinated. Eber-
hardt et al. (2016) measured specific pension kedgg, general financial litera-
cy, and confidence about such knowledge among emetoin the Dutch retail
sector (mainly lower-educated women) and found ttmatfidence in pension
knowledge had a larger impact on saving decisibas actual knowledge. Our
findings provide further support for the view thagher self-rated financial
knowledge, i. e. higher financial self-confidenteassociated with more posi-
tive beliefs concerning FPR dimensions.

There is only limited research which deals speaily with knowledge about
pension provision systenrsrelation to beliefs concerning financial plamgifor
retirement. In their studies, Hershey and colleadttershey and Mowen, 2000;
Hershey, Henkens and van Dalen, 2007; Hershey, éfsnénd van Dalen, 2010)
examined relationships between individuals' per#gnzharacteristics, financial
knowledge, and financial preparedness. Their reseltealed that both personality
constructs and financial knowledge were signifigamgtdictors of pre-retirement
planning. However, subjective perceptions of thaéividual's pension systems
knowledge were assessed in their studies insteaoh afbjective test of actual
knowledge — as used in our research.

In their classic studies, Lusardi and Mitchell @20 2011) conducted their
investigation of the causes and consequences afidial illiteracy in order to
better understand why retirement planning is abgenmhany individuals and
households. Their surveys focused mainly on theveuxge of basic financial
concepts in general. However, in their 2007 papey tilso confirmed that “con-
sumers are not only poorly informed about mortgageiacorrect about interest
rates; they also know little about Social Secuaityl pensions, two of the most
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important components of retirement wealth” and féhes mounting evidence
that knowledge about pensions and Social Secuifiégta retirement decisions”
(p. 40).

Hastings, Madrian and Skimmyhorn (2013) pointetitbat financial know-
ledge is costly to accumulate and therefore ifpgrapriate to consider an opti-
mal level of financial literacy acquisition. Theyate that individuals cannot
become experts in all life domains — that is thgemee of comparative advan-
tage. In the light of their considerations, it Ispible that, in the case of general
financial literacy, it is more effective if otheulgects (typically financial advi-
sors) help individuals to compensate for their deficies by providing infor-
mation, advice or financial management. Howeveremithe changes in social
conditions and the resulting state pension refortregppears that investment in
financial retirement literacy among young peopleulddoe worth the cost. Our
results revealed that in the case of our particgpaneducated employed young
people, it was not financial literacy in generalt their subjective understanding
of financial matters and their objective knowleddgehe pensions system which
predicted their positive attitudes towards finahpi@paration for retirement and
higher actual retirement savings.

Future research should overcome some of the homis inherent in the re-
search reported here. Compared to the general atigouyl a greater number of
educated young people participated in our rese@eeh the majority had a uni-
versity degree); therefore, our results cannot eeemlized to all employed
young people in Slovakia. At the same time, thepdanof professionals was
rather heterogeneous and their work experience neagocused only on the
specific area of retirement savings. In additibveré are also other measures of
current financial preparation for retirement besittee portfolio of saving methods
(the three pillars and other investments). It isgildle, for example, to quantify
the percentage of income that people “put asidetyemonth.

As for future research directions, there are n@ther variables beyond those
addressed in our study that contribute to the pmyephic profile of young sav-
ers and are important predictors of the likelindoat they financially prepare for
retirement. For instance, it would be worth studythe relationships between
FPR and time-related individual characteristicshsas consideration of future
consequences or perception of future self. We msommend an examination
of the complex interplay between the structural psgthological factors which
shape young people's retirement investment behevidtnally, experimental
testing of various interventions (e.g., differeypds of appeals) to improve be-
liefs and behavioural tendencies to financiallynplar retirement is also a pro-
mising line of research.
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Conclusion

The pension system that had long been applieddviqus generations of
employees underwent radical changes. Thus, the foedithancial education of
young people to secure their pensions is even gr@al as they cannot learn
from their parents’ experiences. The results ofresearch study show that two
things are important for positive attitudes towafidancial preparation for re-
tirement and retirement savings in young employaapfe. These two things are
financial self-confidence and knowledge of the p@msystem. Unlike structural
variables (such as age, income, professional expezj formal education), these
things can be influenced and shaped. Our findingslight the importance of
searching for effective ways of disseminating infation about relevance, condi-
tions and procedures of pension provision for yopagple as soon as possible.
Increase in retirement financial literacy may suppelf-efficacy and self-con-
fidence, improve financial management of individyand other dimensions of
psychological preparedness for financial retirenm@anhning in the time when
young people enter the labour market.
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Appendix 1

The Beliefs concerning financial planning for retivent inventory (R for reverse
coded):
TRUST IN THE 2PILLAR
1. Saving in the second pillar will not improve stgndard of living in retirement. (R)
2. Saving in the second pillar is useless becausenly filling the treasure chest
of private institutions. (R)
FPR PERSONAL COMPETENCE

3. lunderstand the information about saving &irement, available to me.

4. | know very well how to plan my personal finasdo secure my pension.

5. 1 know more than my peers about how to findhcjaepare for retirement.

6. In financial matters | am not confident enotglprepare myself adequately for

retirement. (R)

FPR PERSONAL ENGAGEMENT

7.  Financial planning for retirement is necessange entering the first employment.

8. Itis enough to start in middle age, i.e. in fosties, with my financial prepara-
tion for retirement. (R)

9. If I do not initiate my financial preparatioarfretirement now, | will waste my
chance for a decent pension.

10. 1t is still too early for me to address thsuss of financial preparation for re-
tirement. (R)

11. | am working on what | can do now to finanlgiaecure myself for retirement.

12. 1do not engage in financial preparation feirement, because | now have too
many other problems to deal with. (R)

13. | delay deciding on the financial preparationretirement for as long as possi-
ble. (R)

FPR TASK COMPLEXITY

14. The decision to participate in the secon@piiéquires a lot of effort.

15. Participation in the second pillar requiresking legislative changes.

16. Entering the second pillar seems to me agdiffpaperwork.

17. Saving in the second pillar is discouragingni@ as it requires more knowledge
about investing than | have now.

18. Choosing from the options of financial preparafor retirement is very diffi-
cult for me.

FPR EMOTIONAL LOAD

19. Long-term financial planning is stressful foe.

20. Daily decisions about money are a great bufoleme.

21. 1do not have sufficient income so that | coséive for my retirement.

22. Thinking about retirement makes me nervous.

23. Inthe domain of my personal finances | likani day to day.
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Appendix 2

The Objective general financial literacy test:

1. Imagine that the interest rate on your savings atcwas 1% per year and infla-
tion was 2% per year. After 1 year, how much woudd be able to buy with the money
in this account? a) more than today, b) exactlyshmme as today, c) less than today,
d) do not know.

2. Suppose you had 1,000 EUR in a savings accounthanidterest rate was 2% per
year. After 5 years, how much do you think you wbludve in the account if you left the
money to grow? a) more than 1,020 EUR, b) exac02d EUR, c) less than 1,020 EUR,
d) do not know.

3. ‘Putting money into one investment usually providesafer return than putting
money into multiple investments.’ Is this statemfatse or true? a) false, b) true, ¢) do
not know.

4. Imagine that banks are offering you to save 3,00RBver 10 years. Which of
these two offers would you choose? a) entry fe@oQ@serage yield per year 3.0%; exit
fee 0.5%; b) entry fee 1.0%; average yield per $e8%; exit fee 1.0%; c) do not know.

5. Imagine that bank will give you a mortgage of 5@@UR. If the mortgage is
given for 15 years, monthly payment will be hightiean for a 30-year mortgage. The total
interest paid during the 15-year mortgage will &ghigher compared with the 30-year
mortgage, b) exactly the same as with the 30-yeatgage, c) lower compared with the
30-year mortgage, d) do not know.

6. ‘The risk of losing money when investing in equitynds is the same when in-
vesting for a period of one year as for a period®fears.’ Is this statement in-correct or
correct? a) in-correct, b) correct, ¢) do not know.



