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Abstract

Financial retirement planning is an important component in ensuring that individuals
accumulate sufficient wealth for retirement. Previous research suggests that many
individuals are unable to accumulate sufficient wealth for retirement with the problem
being particularly acute for women as they tend to spend less time planning financially
for retirement when compared to men. Consequently, many women are unable to
accumulate sufficient wealth for retirement.

Despite the growing need to investigate women'’s financial retirement planning, much
research tends to focus on financial retirement planning for males. Consequently,
there is a growing need to investigate women’s perceptions of successful financial
retirement planning, particularly in Grahamstown. After conducting an in-depth
literature study and using the study done by Doa (2014), six independent variables
were identified: values, time horizon, attitudes, working life-cycle, risk tolerance and
financial literacy. These independent variables were identified as factors which could
potentially influence women’s perceptions of successful financial retirement planning.
A set of hypothesis were formulated to test the relationship between these
independent variables and the dependent variable (women’s perceptions of
successful financial retirement planning). The study comprised of 101 participants.

A principle component analysis was performed to determine the key variables, with
the relevant independent factors being renamed: cultural values, personal values,
affective attitudes, time horizon knowledge, time horizon consideration, risk tolerance,
financial literacy. An ordinal logit regression analysis was then conducted on these
renamed variables to determine the influence of these key independent variables on
the dependent variable. After controlling for a set of demographic variables the results
of the ordinal logit regression analysis revealed that only affective attitudes, time
horizon knowledge, and personal values had a significant relationship with women'’s
perceptions of successful financial retirement planning. Cronbach’s alpha revealed
that the measuring instrument of the significant extracted factors was reliable, while
Pearson product moment was used to determine correlations between extracted key
independent variables and the dependent variable.

The investigation into women’s perceptions of successful financial retirement planning
enabled insightful information to be gathered which adds to the body of knowledge. In
addition, recommendations were formulated in an attempt to assist women when
making financial retirement decisions.
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Chapter 1. Introduction to the study

11 Introduction

The retirement income system around the world has seen a dramatic shift from defined
benefit retirement plans towards privately managed defined contribution retirement plans
(Neelakantan & Chang, 2010). Defined contribution plans have many attractive features
such as profitability and flexibility (Benartzi & Thaler, 2007). However, as a result of the shift
to privately managed plans, decision making responsibilities have moved away from plan
sponsors and have thus increased the responsibilities of the individual investor in terms of
retirement decision making. Individuals also have the option of planning for financial
retirement through individual retirement accounts, whereby retirement decision making
responsibilities rest solely on the individual investor. However, if the individual is unable or
unwilling to take on the complex financial retirement responsibilities which are associated
with private retirement planning, the individual can seek financial assistance from a financial

advisor (Hayhoe, 2001).

Financial retirement planning is the process of determining how much the cost of living will
be, based on an individual’'s expected living expenses, once the individual ceases to work.
Financial retirement planning is an important part of one’s retirement plan, yet many
individuals often undertake minimal financial planning, and as a result individuals often leave
retirement planning until it is too late (Grace, Weaven & Ross, 2010:3). Consequently, many

individuals are unable to accumulate sufficient wealth to fund a comfortable retirement.

Financial planning for retirement is a good example of a long term financial goal. It is thus
important that individuals take time to understand the financial planning process. Moreover,
it is important that individuals understand that planning for financial retirement is essential,
and individuals must take the time to ensure that sufficient wealth will be accumulated
through their financial retirement plan (Jacobs-Lawson, Hershey & Neukam, 2004). In
addition, it is vital that individuals understand that retirement planning is an on-going process

which requires continuous revision and adjustments (Tannahill, 2014).

According to Malroutu and Xiao (1995:17) perceptions of an individual can be crucial in
determining whether retirement will be emotionally and financially satisfying as it creates an

awareness and understanding of the problem. A perception is the process by which
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individuals interpret sensations in order to produce a meaningful experience in the world
(Pickens, 2005:52). In other words, "a perception is the absorption of an external stimulus,
the recognition of the stimulus by the brain according to previous experience, its
organisation and interpretations” (Pickens, 2005:52). Subsequently, various individuals
have different perceptions of the same situation and that perception refers to a purely

subjective notion (Kretschmann & Wrobel, 2015:19).

According to previous research, women only understand financial independence if they
have made the best use of their specific level of income by proper financial planning (Critical
habits, 2010:23). In addition, Grace, Weaven & Ross (2010) state that gender has a
significant impact on financial retirement planning. This is because males and females tend
to adopt different perspectives when it comes to financial retirement planning (Grace,
Weaven & Ross, 2010) with women tending to spend less time thinking about financial
retirement planning than men (Jacobs-Lawson, Hershey & Neukam, 2004). Previous
research indicates that most women are unable to accumulate sufficient wealth for
retirement, which is cause for grave concern (Jacobs-Lawson, Hershey & Neukam, 2004).
Consequently, a large portion of women end up relying on family members for financial

retirement support.

Despite the considerable importance that gender plays in financial retirement planning, most
of the research done on retirement planning has focused specifically on males (Dahl, Nilsen,
Vaage, 2003; Sarath & Beal, 2002) therefore there is a growing need to investigate women’s

perceptions of successful financial retirement planning.

Previous research (Bucher-Koenen & Lusardi, 2011; Klapper & Panos, 2011; Van Rooiij,
Lusardi & Alessie, 2009) indicates that women have a lower financial literacy than men,
resulting in many women being unable to understand the complexities of financial retirement
planning. Thus, due to the complexity of financial retirement planning, women may seek
retirement assistance from a financial advisor who has an in-depth knowledge about
retirement planning and its workings (Hayhoe, 2001). Although there are many benefits
associated with acquiring a financial advisor such as time and focus, experience and
expertise, there are also many downfalls such as increased cost, lack of objectivity as well
as complicated fee structures (Wallick, 2011). It is therefore important that women evaluate

their financial knowledge in order to determine whether they have sufficient financial
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knowledge or whether they are in need of a financial advisor to assist with the complexities

of retirement planning.

There are a number of factors, such as financial literacy, working life-cycle, time horizon,
attitudes, values and risk tolerance, which play a contributing role to women being unable
to accumulate sufficient wealth to meet their liabilities and to maintain their desired lifestyle
during retirement (Watson & McNaughton, 2007:52). Former studies indicate that on
average a women'’s working life-cycle is shorter than that of males, and as a result women
have less income to contribute to their retirement plan (Jacobs-Lawson, Hershey & Neukam,
2004). Income has a direct effect on retirement planning and wealth accumulation, as
money needs to be earned before it can be invested for retirement (Grace, Weaven & Ross,
2010:3). Moreover, women tend to be more risk averse than men, which may result in
women not being able to accumulate as much retirement wealth as men, who are said to

be greater risk takers (Watson & McNaughton, 2007).

According to Kim, Kwon and Anderson (2005:79) active financial retirement planning
positively affects attitude towards retirement and can thus have major positive implications
to the success of one’s financial retirement plan. But many women have rarely been
encouraged to take part in financial decisions such as financial retirement planning
(Alderson, 2012:8) therefore women tend to have limited financial planning experience
(Alderson, 2012) resulting in many women seeing no value in saving for financial retirement.
In addition, women tend to retire earlier than men (Grace, Weaven & Ross, 2010) and will

therefore have a reduced time frame in which they can save for financial retirement.

For the purpose of this study, the model developed by Doa (2014) has been used to
investigate women’s perceptions of successful retirement planning. It was initially thought
that the model developed was grounded in theory and was supported through the empirical
research in the study. However, it became evident at a very late stage of the study that the
model used was flawed. Despite the use of the flawed instrument in this study, relevant and
significant results were obtained. The research design issue is further elaborated on in

chapter 4 and is addressed as a limitation of this study.

Doa (2014) model was based on women’s perceptions of investment planning. The factors
influencing investment planning and financial retirement planning are based on the same

theoretical principles as those influencing women’s perception of investment planning.
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Unlike other retirement models (Elder, 1995; Hershey, 2004) the model developed by Doa
(2014) focuses purely on perceptions and is easily adapted to investigate the perceptions
of financial retirement planning. In addition, although the models developed by Elder (1995)
and Hershey (2004) provide great insight into financial retirement planning, these models
aim to investigate the quality of retirement planning as opposed to the financial retirement
planning process itself. For the above reasons, the model of Doa (2014) was thought to be
the most suitable for investigating women’s perceptions of retirement planning. A more in-

depth discussion of the above models can be found in Chapter 3.

Due to the important role that perceptions play on retirement planning, and due to the lack
of literature specific to women'’s perceptions of retirement planning, the purpose of this study
was to investigate and gain a better understanding of women’s perceptions of financial
retirement planning in Grahamstown. By attempting to understand women'’s perceptions of
retirement planning, work can be done to change the poor well-being of many women in
retirement through increased education, training and advocacy, thereby addressing many
of the fears faced by ageing individuals. Consequently, recommendations were developed

that would guide women during the retirement planning process.

12 Problem statement

According to Gitman, Joehnk & Billingsley (2013:539) no financial goal is more important
than achieving a comfortable standard of living during retirement. Despite this importance
many individuals fail to save adequately for retirement, as they are often disinterested and
confused about financial retirement planning and the associated financial products (Vidler,
2003) with many individuals seeing more value in paying off current debt than saving for

retirement (Grace, Weaven & Ross, 2010:6).

Saving for financial retirement remains a major challenge for many South Africans (Van Zyl,
2003), with many South Africans failing to save for retirement, or leaving it too late to save
enough for retirement (Nevondwe, 2010:289). Early withdrawals, low income and
inadequate financial literacy also result in many South Africans being positioned poorly for
financial retirement (Kaniki & Ntuli, 2011). Consequently, only 6% of South Africans above
the age of 60 are able to save sufficiently so that they are financially independent during
their retirement years (Gradidge, 2014:53). In addition, the state pension fund system is only

available to those individuals in dire financial need (O'Donovan, 2002:13). Thus, the South
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African financial retirement system relies heavily on private pension fund investment,
resulting in South Africa having the world’s highest private and occupational pension

contributions (O'Donovan, 2002:13).

The majority of financial retirement planning models focus on individuals (Lundberg & Ward-
Batts, 2000). Although not the focus of this study, mention must be made that financial
retirement planning is not conducted in isolation, as spouses tend to make financial

retirement decisions jointly (Hurd,1990; Lundberg & Ward-Batts, 2000).

Globally it appears that there is more concern for women being able to sufficiently save for
retirement than there is for men. Women in South Africa are generally poorer and more
financially vulnerable than men (Goldblatt, 2009). According to Van Zyl, (2003:104) 75% of
women are not contributing to a retirement plan compared to 59% of men. These alarming
figures could largely be due to women having low labour market participation, higher
unemployment rate, lower financial literacy level and family and childbearing responsibilities

(Van zZyl, 2003; Grace, Weaven & Ross, 2010; Jacobs-Lawson, Hershey & Neukam, 2004).

Adequate financial retirement planning could help individuals, and women in particular bring
more financial control and greater financial independence to their lives. By actively partaking
in financial retirement planning, women will be better equipped to achieve their financial
retirement goals and objectives. Financial retirement planning can help women gain a clear
understanding of their financial planning strengths and weaknesses. Consequently, women
will be able to assess if they have sufficient financial literacy to carry out their financial
decision making responsibilities (Boone, 2005). However, if women are unable or unwilling
to take on the complexities of financial retirement planning, they may seek the assistance
of financial advisors in order to simplify the complexities of financial retirement planning

(Hirsch, 2005).

According to Noone, Alpass and Stephens (2010:715) previous research indicates that
there is a positive relationship between financial retirement planning and individual's
perceptions of financial retirement. Thus, the more an individual engages in financial
retirement planning, the greater the likelihood of the individual having a positive perception
towards financial retirement planning. In addition, the only way women can become more
confident towards financial retirement planning is by actively partaking in more financial

decisions (Savage, 2008).
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Despite the importance of financial retirement planning, women have rarely been
encouraged to interest themselves in financial matters such as retirement (Alderson,
2012:8). In addition, little research has been conducted on women’s perceptions of
successful financial retirement planning in South Africa, and specifically in the Eastern
Cape. Due to the many benefits associated with financial retirement planning, and due to
the complexities associated with financial retirement planning specifically for women, the
main purpose of this study was to investigate women'’s perceptions of successful financial

retirement planning.
13 Research Objectives

In order to investigate women’s perceptions of successful financial retirement planning, the

following primary and secondary objectives were created:
1.3.1 Primary research objectives

Due to the complexity of financial retirement planning, and the benefits derived from actively
taking part in financial retirement planning, the primary aim of the study was to investigate
and report on the factors which influence women’s perception of successful financial
retirement planning in Grahamstown. The primary research objective was developed to be

in line with the problem statement of the research objective.
1.3.2 Secondary Objectives

In order to give effect to the primary purpose of this study, the following secondary objectives

have been formulated:

e To conduct a literature review to understand the nature and importance of retirement
planning.

» To embark on a detailed theoretical investigation into the factors which influence
women'’s perceptions of successful financial retirement planning.

e To create a hypothesized model which will enable the researcher to test the
relationships between the independent variables (working life cycle, risk tolerance,
financial literacy, time horizon, values and attitude) and the dependent variable

(women’s perceptions of successful retirement in Grahamstown).
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* To generate hypotheses to test the relationship between a set of selected demographic
variables (age, marital status, ethnic background and investment experience) on the
independent variables as well as the dependent variable.

» To demonstrate a clear understanding of the methodology implemented in the study, in
order to investigate women’s perceptions of successful financial retirement planning.

e To make conclusions as well as recommendations based on the findings of the
investigation, in order to contribute to women'’s retirement planning process.

* To investigate the suitability of the measuring instrument developed in the study by Doa

(2014).
14 Hypotheses to be tested

The following section will include the hypothesised model as well as the hypotheses tested

in the study.
1.4.1 Hypothesised model

Based on an in-depth literature study, and in conjunction with the model developed by Doa
(2014), six independent variables were identified, namely: values, working life-cycle,
attitudes, risk tolerance, financial literacy and time horizon. The above mentioned
independent variables had a potential influence on women’s perceptions of successful
financial retirement planning. Based on the variables encompassed in literature, and in
conjunction with the model developed by Doa (2014) the following hypothesised model was

developed.
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values

Figure 1.1 Hypothesized model

1.4.2 Hypotheses tested in the study

In an attempt to determine whether or not the independent variables had a significant
influence on women'’s perceptions of successful financial retirement planning, the following
hypotheses was formulated and tested. In addition, a second set of hypotheses were
developed to determine whether or not a set of selected demographic variables had a
relationship with the independent variables (values, attitudes, working life-cycle, risk
tolerance, time horizon and financial literacy) as well as the dependent variable (women’s

perceptions of successful financial retirement planning).

The following hypotheses were developed to determine the relationship between the

independent variables and women’s perceptions of successful financial retirement planning:
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1

Relationship between financial literacy and women’s perceptions of successful
financial retirement planning

Hoi: There is no relationship between financial literacy and women’s perceptions of
successful financial retirement planning.

HA1: There is a relationship between financial literacy and women’s perceptions of

successful financial retirement planning.

Relationship between risk tolerance and women’s perceptions of successful financial

retirement planning

Ho2: There is no relationship between risk tolerance and women’s perceptions of
successful financial retirement planning.
HA2: There is a relationship between risk tolerance and women’s perceptions of

successful financial retirement planning.

Relationship between time horizon and women'’s perceptions of successful financial

retirement planning

Hos: There is no relationship between time horizon and women’s perceptions of
successful financial retirement planning.
HA3. There is a relationship between time horizon and women’s perceptions of

successful financial retirement planning.

Relationship between values and women’s perceptions of successful financial

retirement planning

« Ho4: There is no relationship between values and women’s perceptions of
successful financial retirement planning.

* HAs: There is a relationship between values and women’s perceptions of

successful financial retirement planning.

Relationship between attitudes and women’s perceptions of successful financial
retirement planning
Hos: There is no relationship between attitudes and women’s perceptions of

successful financial retirement planning.
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Has: There is a relationship between attitudes and women’s perceptions of successful

financial retirement planning.

6. Relationship between working life-cycle and women’s perceptions of successful

financial retirement planning.

* Hos: There is no relationship between working life-cycle and women’s perceptions of
successful financial retirement planning.
* Ha6 There is a relationship between working life-cycle and women’s perceptions of

successful financial retirement planning.

The following hypotheses were developed to test the relationship between a number of

selected demographic variables against the dependent and independent variables

1. The relationship between age and the independent variable as well as the dependent
variable

« Hoa There is no relationship between age and the independent variables as well as
the dependent variable (women’s perceptions of successful financial retirement
planning).

« HAa There is a relationship between age and the independent variables as well as
the dependent variable (women’s perceptions of successful financial retirement

planning).

2. The relationship between education and the independent variable as well as the

dependent variable

* Hob There is no relationship between education and the independent variables as
well as the dependent variable (women’s perceptions of successful financial
retirement planning).

« HAb: There is a relationship between education and the independent variables as well
as the dependent variable (women’s perceptions of successful financial retirement

planning).

3. The relationship between ethnic group and the independent variable as well as the

dependent variable
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* Hoc: There is no relationship between ethnic group and the independent variables as
well as the dependent variable (women’s perceptions of successful financial
retirement planning).

* Hac: There is a relationship between ethnic group and the independent variables as
well as the dependent variable (women’s perceptions of successful financial

retirement planning).

4. The relationship between marital status and the independent variable as well as the

dependent variable

e Hod There is no relationship between marital status and the independent variables
as well as the dependent variable (women’s perceptions of successful financial
retirement planning).

» HAd There is a relationship between marital status and the independent variables as
well as the dependent variable (women’s perceptions of successful financial

retirement planning).

15 Research methodology

In order to investigate the factors that influence women’s perceptions of successful

retirement planning the following methodology was adopted.

Due to the quantitative nature of the data being collected in this study, a positivistic research
paradigm was adopted. According to Leedy & Ormrod (2005:94) quantitative research which
is based on positivistic methodologies is undertaken to answer questions about
relationships between variables with the purpose of explaining, predicting and controlling
phenomena. Moreover, Denzin & Lincole (1994:4) states that a positivist research
methodology does not involve the investigation of processes, but emphasizes the
measurement and analysis of simple or casual relationships between variables in a value
free context. Given the nature of the goals of the study, a post positivistic approach was the
most appropriate to gauge the perceptions of the respondents to the factors influencing

women’s perceived successful retirement planning.

According to Welman and Kruger (2001) a population is the study object, which may be

individuals, groups, organizations, human products and events, or the conditions to which
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they are exposed. According Melville and Goddard (1996: 29) in reality it is often not
practical or possible for a research to study the entire population. Thus, for the purpose of
this study, a sample of respondents was used. In line with Doa (2014) study, the target
sample for the study at hand was women in the Eastern Cape, who are older than 20 and
involved in retirement investing. The sample size consisted of 250 women. This study aimed
to investigate the factors which influence the perceived successful retirement planning

taking into account age, demographics and education.

A sample frame is the listing of accessible population from which a researcher can draw
(Welman, Kruger & Mitchell, 2005:57). It is therefore important to note that it was not
possible to obtain a sample frame as the researcher could not obtain a database from which
data could be extracted. Thus for the purpose of this study snowball sampling and

convenience sampling techniques were used.

For the purpose of this research study a survey was chosen as the research instrument for
gathering the primary data. The survey was adapted from that used by Dao (2014). The pre-
existing survey was tested for reliability and had a Cronbach alpha coefficient of 0,7. The
survey consisted of a self-administrated survey which was made available to participants
electronically (e-mail) and via physical hard copies. The statements of the measuring

instrument were phased using a 7 point Likert scale.

Data was thereafter analyzed using both descriptive and inferential statistics. Descriptive
statistics is concerned with describing and summarizing the features of the data in the study
(Trochim & Donnelly, 2001). Descriptive statistics involves measuring the mean, median,

mode, frequency distributions and standard deviation of the data (Wilson, 2010:217).

A principle component factor analysis was conducted to extract factors associated to the
various variables within the study as well as determine the validity of the construct. Based
on the results, significant factors which were found to have an association with the
dependent variable became the key reformulated variables to be used for all testing that
followed. An ordinal logit regression analysis was then used to assess the relationship

between the dependent variable and two or more key independent variables (Zikmund,
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Babin, Carr & Griffin, 2010:581). Lastly, Pearson’s correlation coefficient was used to

determine the strengths between the dependent and independent variables.
1.6 Contribution to the study

As discussed above, planning for financial retirement planning is a complex process (Grace,
Weaven & Ross, 2010). As a result of these complexities many individuals are unable to
create sufficient wealth for retirement (Benartzi & Thaler, 2007). Financial retirement
planning is said to be a major concern, especially for women (Rosenman & Scott, 2009:287)
with Noone, Alpass and Stephens (2010:715) opining that women in general do less
financial retirement planning than men. Consequently, women are continuously found to be
more likely to suffer from poverty and poor wellbeing during their retirement years (Noone,
Alpass and Stephens, 2010:715). It is therefore important that women actively partake in

financial retirement decisions in order to avoid having insufficient funds for retirement.

Most studies on financial retirement planning focused on males, and were not conducted in
South Africa (Noone, Alpass and Stephens, 2010; Grace, Weaven & Ross, 2010; Klapper
& Panos, 2011; Talaga & Beehr, 1995). Therefore, this study aims to add to the
undernourished research area of financial retirement planning, with focus on women in
South Africa, specifically focusing on women in Grahamstown. This investigation into
women’s perceptions of successful financial retirement planning produces

recommendations to be made to assist women when making financial retirement decisions.
1.7 Definition of concepts

To provide clarity on concepts used within the study, the following definitions of terms is
provided. (It is important to note that the followings definitions have been taken and adapted

from the study of Doa (2014)):
1.7.1 Perceived successful financial retirement planning

For the purpose of this study, perceived successful financial retirement planning is defined
as the degree of satisfaction women experience with the growth, income, or profits of their

retirement investment, which will enable them to be in control of their financial affairs during
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retirement and enable the individual to be financially independent during their retirement

years.

1.7.2 Financial literacy

For the purpose of this study, financial literacy is referred to as women having the basic
knowledge and understanding of the different types of investment vehicles, having the
knowledge about different retirement options, past investment experience, as well as
knowing how/where to obtain financial assistance and guidance when making financial

retirement decisions.

1.7.3 Risk Tolerance

For the purpose of this study, risk tolerance is referred to as women’s awareness of risks
and returns of their retirement investments, women’s willingness to take on risk in their
retirement investments, and an understanding of the positively correlated relationship

between investment risk and return.

1.7.4 Time horizon

For the purpose of this study, time horizon is referred to as the knowledge and preference
women have of the time horizon (length) of their retirement investment, the understanding
that the risk in one’s retirement portfolio needs to be reduced the closer one gets to
retirement, and the knowledge that saving for retirement needs to commence as early in

one’s working life-cycle as possible (Basu & Drew, 2009:1).

1.7.5 Values

For the purpose of this study, values is referred to as women'’s personal, family, religious,
ethical and cultural values which guide and influence the manner in which they take part in

the financial retirement planning process.

1.7.6 Attitudes

For the purpose of this study, attitudes is referred to as women'’s confidence and tendency

to partake in financial retirement planning in a comfortable, positive and successful manner.
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1.7.7 Working life-cycle

For the purpose of this study, working life-cycle is referred to as the time spent actively
working, as well as changes women experience in their working life-cycle due to changes
in their personal life-cycle. Women need to monitor changes in their working life-cycle and

adapt their retirement investments accordingly.

1.8 Summary of the structure of the research

The following section provides a summary of the structure of the study.
Chapter 1. Introduction to the study

Chapter 1 involves a discussion on the background of the research. Firstly, the research
topic is introduced. Thereafter, the research goals and objectives are addressed. In addition,
the hypotheses to be tested is stated and a brief discussion of the research methodology to
be used in the study is addressed. Lastly, definitions of the concepts to be used in the study

are provided.

Chapter 2: The financial retirement planning process

Chapter 2 provides an introduction to financial planning and financial retirement planning.
Thereafter, the retirement system in South Africa is discussed. In addition, the types of
retirement planning options and their tax implications will be addressed. Lastly, the different

types of retirement plans are discussed.
Chapter 3: Conceptualization of financial retirement planning

Chapter 3 introduces the problems women face when financially planning for retirement. In
addition, a discussion of the factors which influence women’s perceptions of financial
retirement planning are discussed and defined. Lastly, the hypothesised model is developed

and discussed.
Chapter 4: Research design and methodology

Chapter 4 involves a discussion of the research methodology and design used in the study.

A discussion on the research instrument and the sample of the study will be addressed.
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Thereafter, a discussion on the data collection process and the statistical tests to be run is

done.
Chapter 5: Empirical results

The results of the statistical tests run are addressed in Chapter 5. Firstly, the background of
the participants is provided. Thereafter, the results of the validity and reliability are presented
and addressed. In addition, a discussion based on the results of the ordinal logit regression

and Pearson’s product moment correlation coefficient are discussed.
Chapter 6: Discussion

Chapter 6 provides a discussion on the results of the study. The results of the study are
linked to the corresponding theory presented in Chapter 2 and Chapter 3. Lastly,

recommendations based on the findings are provided.

Chapter 7. Concluding remarks, limitations and recommendations for future

research

Chapter 7 focuses on the concluding remarks of the study. In addition, the research

limitations and recommendations for future research are addressed.
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Chapter 2: The financial retirement planning process

2.1 Introduction

Planning for retirement plays an important role in many individuals’ lives. However, with the
recent shift from defined benefit contributions to defined benefit plans, planning for financial
retirement has become a complex and integrated process (Grace, Weaven & Ross, 2010).
These increased complexities associated with financial retirement planning have resulted in
many individuals being unable to accumulate sufficient wealth for retirement (Lusardi, 2006).
It is thus important that individuals ensure that they plan for retirement sufficiently, taking
into account the different retirement options and investment vehicles, as well as the

associated tax implications.

Chapter 2 will firstly address financial and retirement planning, thereafter financial retirement
in South Africa will be addressed. And lastly, a discussion on the financial retirement options

and their tax implications is presented.

2.2 Financial planning

Financial planning is considered to be a key component to the success of an individual’s
financial status (Bodie, 2003) with Garman & Forgue (2011:5) stating that "financial
success is the achievement of financial aspirations that are desired, planned or
attempted”. According to Collins and Shemko (2009:67) financial planning is considered to
be a systematic process that considers the important elements of an individual’s financial
affairs, and is aimed at fulfilling the individual’s goals. It has been recognised that financial
planning can accelerate an individual’s financial security (Mina & Wise, 2003). Financial
security has been defined as "achieving and maintaining a desired lifestyle for a pre-
determined planning horizon” (Mina and Wise, 2003). It is however important to note that

financial success will be defined in accordance with the individual who seeks it

Robinsons (2000:8) suggests that financial planning is based on four aspects of neo-
classical economics, namely utility maximization, goal-directed planning, risk management
and family life cycle. While according to Botha et al (2010) financial planning is a complex
and integrated process which covers the following major financial areas: personal financial
management, business financial planning, risk management, tax planning, retirement
planning, estate planning and investment planning. It is due to these complexities that
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individuals need to ascertain a degree of financial literacy (the knowledge and
understanding of investment vehicles and retirement options) in order to ensure they are
able to sufficiently deal with the complexities associated with financial planning (Klapper &

Panos, 2011).

Most guides to personal finance recommend beginning the process of financial planning by
defining one’s financial goals (Bodie, 2003:2). These goals are used as a map to provide
direction and guidance to ensure the processes and procedures needed to achieve the
financial goals are clearly outlined (Botha, Rossini, Geach, Goodall, Du Preez and
Rabenwitz, 2010). These financial planning goals provide individuals with a sense of
financial direction, and it is thus important that individuals actively partake in financial
planning as early as possible. It is also important that the financial planning process is
customised to suit the specific needs of the individual, as no two individuals face the same
financial circumstance and financial needs (Hirsch, 2005). However, if the individual is
unable or unwilling to partake in the financial planning process, individuals also have the

option of seeking financial assistance and guidance from a financial advisor (Hirsch, 2005).

Despite the importance of financial planning, many individuals fail to actively take part in
financial planning (Gitman, Joehnk & Billingsley, 2013). According to Hallman and
Rosenbloom (2003) this is largely due to the fact that individuals lack sufficient financial
assets to warrant financial planning or because individuals tend to find financial planning

overwhelming and time consuming (Hallman & Rosenbloom, 2003).

Women'’s involvement in financial decision making is growing due to a number of converting
trends including longer female versus male life span, a rise in the number of female heads
of households, and a delay in the age of marriage (Morrin, Broniarczyk & Inman, 2011:437).
However, even with women’s financial responsibilities rising, women have rarely been
encouraged to take part in financial matters (Money tips for single women, 2012). Due to
the increase in women’s financial responsibilities, it is becoming more important to
understand the gender effects of financial planning so as to ensure the future financial well-

being of women (Garman & Forgue, 2011).

2.3 Financial retirement planning

Retirement and retirement related issues have been the topic of research for over 40 years

(Joo & Pauwels, 2002:2). Issues related to retirement and retirement planning have
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traditionally focused on the male gender however, because the number of women in the
working environment has increased, the importance of retirement issues pertaining to
women has also increased dramatically (Grace, Weaven and Ross 2010). Retirement
occurs when an individual withdraws from his normal occupation and reduces his work

efforts or stops altogether (Burtless, 2004:5).

Financial retirement planning is an integral part of financial planning (Botha et al, 2010).
Gitman, Joehnk & Billingsley (2013:539) are of the opinion that no financial goal is more
important than achieving a comfortable standard of living during retirement. However,
funding a comfortable retirement is not an easy task. It takes time, patience and sound

investment advice (Fouquereau, Fernandez, Fonseca, Paul & Uotinen, 2005).

According to Singh (2007:29) "comprehensive retirement planning includes planning for
retirement income, investments, long-term health care, lifestyle and wealth transfer, and the
possible implementation and continuing management of planning strategies.” From the
above, it is clear that financial retirement planning is a complex and integrated process, and
individuals must ensure that sufficient time is spent on planning for retirement to ensure
sufficient retirement wealth is created (Lusardi, 2006). It is also vital that individuals
understand that financial retirement planning is an on-going process which requires

continuous revision and adjustments (Tannahill, 2014).

Insufficient financial retirement planning has significant consequences for savings as well
as portfolio choice, and results in far less accumulation of wealth when compared to those
who have planned effectively. However, in order to perform financial planning for retirement,
an understanding of the retirement planning process is required. According to Bodie
(2002:1) there is an abundance of evidence which indicates that individuals constantly make
certain financial retirement planning mistakes due to a lack of knowledge, faulty logic, and

cognitive dissonance and bias statistics.

In order to plan for retirement, individuals must make a number of important financial
retirement decisions (Grace, Weaven & Ross, 2010). "Workers who anticipate reaching old
age must make three choices about retirement; the age when they will retire, the percentage
of wage set aside so they can live comfortably when they cease to work, and the allocation
of their retirement savings across different kinds of investments, such as stocks and bonds,

banks and insurance accounts and real estate” (Burtless, 2004:1). Over and above, wealth
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is considered to be one of the most important considerations which need to be accounted

for when planning for retirement (Kim, Kwon and Anderson, 2005:1).

A number of factors influence the consumer’s likelihood of accumulating wealth for
retirement. Issues relating to life expectancy, taxation policy and income level are important
external variables that exert considerable influence on wealth accumulation for retirement
(Grace, Weaven and Ross, 2010:3). Gitman, Joehnk & Billingsley (2013:539) suggest that
there are three pitfalls to accumulating sufficient wealth in retirement, namely "starting
retirement saving too late, putting away too little, and investing too conservatively”.
Accordingly, individuals must make a concerted effort to ensure the above factors are taken

into consideration when financial planning for retirement.

A major cause linked to the above mentioned problems is individual's lack of financial
literacy (Klapper & Panos, 2011, Gallery, Gallery, Brown Furneaux and Palm, 2011). Due
to many individuals lacking financial literacy they are often unaware of when and how much
to save for retirement (Calcagno & Monticone, 2015). Consequently, an individual’s lack of

financial literacy impacts the individual's ability to successfully plan for financial retirement.

"As public and private pension systems around the world continue the ongoing shift from
traditional defined benefit plans which typically pay benefits for life, to defined contribution
structures which rarely require annuitization, retirees find themselves increasingly exposed
to longevity risk - the risk of being unable to sustain their consumption should they live
longer than average” (Mullainathan & Wrobel, 2008:1). The above-mentioned shift has
resulted in individuals being faced with greater financial responsibility to save, invest, and

accumulate their retirement wealth in a sensible manner (Lusardi, 2003).

Determining the amount of wealth needed to meet liabilities during retirement plays a key
role in the financial retirement planning process (Mullainathan & Wrobel, 2008). Retirement
fund calculations allow individuals to determine how much money they need to live
comfortably during retirement. It is an initial step in financial retirement planning that lets
individuals develop subsequent plans to achieve their financial retirement goals (Kim, Kwon
and Anderson, 2005:2). Financial advisors seem to agree that the ultimate goal of a financial
retirement plan is to maintain one’s standard of living in retirement (Bodie, 2001:2). "Most
financial planners estimate that you'll need about 70% of your preretirement household
income (the amount you're making the year before retirement) to maintain your standard of
living” (Bodie, 2001:2).
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Many individuals fail to save adequately for retirement as they are often disinterested and
confused about financial retirement planning and the various associated financial products
(Vidler, 2003). They see more value in paying off current debt than saving for retirement
(Grace, Weaven & Ross, 2010:6). The reason for the above is that the payoff for financial
retirement planning is in the distant future and many people overlook the many benefits
which are associated with early retirement saving (Selnow, 2003). According to World Bank
(2011:2008) the above problem is specifically acute in South Africa as South Africa’s saving

rate is lower than any other emerging economy.

There is often a serious underestimation of how long one will live and how much money one
will require during retirement (Bodie, 2002). Consequently, many individuals fail to
adequately provide for themselves in the long-run. According to Kim, Kwon and Anderson,
(2005:77), studies have indicated that many individuals may not have sufficient resources
to maintain their financial independence during retirement. Moreover, women represent a
large portion of the non-planners and there is thus severe concern over how female headed
households will fare during retirement (Lusardi, 2006). Another observation by Aron and
Muellbauer (2000:2) is that "since the early 1980s, South Africa has experienced substantial

rises in the ratios to income of consumption and household debt”.

From the above, it is clear that financial retirement planning is an important part of the
financial planning process, and individuals must ensure an active retirement planning
attitude is adopted. According to Kim, Kwon and Anderson (2005:79) active financial
retirement planning has been shown to positively affect attitude toward retirement, and can

thus have major positive implications on the success of one’s retirement plan.

2.4 Financial retirement in South Africa

During the late 1980s most private sector funds converted from defined benefit plans to
defined contribution plans (Van Zyl, 2003). The majority of funds within South Africa’s
private sector are now made up of defined contribution plans (Kaniki & Ntuli, 2011:56).
Defined contribution plans seemed attractive to both members and trade unions as these
funds allowed for greater democratic control of funds, offered better withdrawals and offered
greater flexibility (Benartzi & Thaler, 2007; Van Zyl, 2003:102). Furthermore, employers
welcomed the shift as it released them from the risk of having to underwrite the risks

associated with defined contributions (Van Zyl, 2003:102). However, as mentioned above,
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the shift from defined benefits to defined contributions retirement plans has resulted in the
financial retirement planning processes becoming more complex (Benartzi & Thaler, 2007).
Consequently, many countries worldwide, South Africa included, are concerned that many

individuals will be unable to accumulate sufficient wealth for retirement (De Beer, 2015).

Saving for retirement remains a major challenge for many South Africans (Van Zyl, 2003)
with many South Africans failing to save for retirement, or leaving it too late to save enough
for retirement (Nevondwe, 2010:289). In addition, South Africans tend to have high levels
of debt, and tend to be consumption driven, both of which have negative implications on an
individual’s ability to accumulate sufficient wealth for retirement (Nkoutchou & Eiselen,
2012). Moreover, early withdrawals, low income and inadequate financial literacy, poorly
position many South Africans for financial retirement (Kaniki & Ntuli, 2011). This has
resulted in only 6% of South Africans above the age of 60 being able to save sufficiently in

order to be financially independent during retirement (Gradidge, 2014:53).

According to Van Zyl (2003: 101) the South African old age pension system comprises of
three components, namely contributory employment-related pension funds, private savings
and a social assistance programme which is commonly known as the State Old Age
Pension. However, due to factors such as high unemployment and HIV/AIDS rates, the state
has insufficient wealth to provide adequate pension funding, and thus there is heavy reliance
on the private retirement sector (O'Donovan, 2002:13). Consequently, South Africa has one

of the world’s highest private and occupational pension contributions (O'Donovan, 2002:13).

Eligibility for The State Old Age Pension Fund is means tested and based on the income of
the individual beneficiary, and his/her partner - if married (Barrientos, 2005). O’Donovan
(2012) however, suggests that the State Old Age Pension Fund is almost meaningless as it
is only available to individuals who are in dire financial need. Therefore, the South African
pension system is mainly based on and reliant on private pension fund systems, with over
13 million individuals being members of private pension funds at the end of 2008 (Financial
Service Board, 2008). As a result of the major limitations of the State Old Age Pension Fund,
greater emphasis needs to be placed on the importance of actively saving for future financial

retirement needs.

Like in many countries worldwide, retirement in South Africa is far more of a concern for
women compared to men. Women in South Africa are generally poorer and more financially

vulnerable than men (Goldblatt, 2009). Van Zyl (2003:104) reports an alarming 75% of
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women are not contributing to a retirement plan compared to 59% of men. Women'’s greater
exclusion from contributing to pension funds is largely due to their low labour market
participation, their higher unemployment rate, lower financial literacy as well as family and
childbearing responsibilities (Grace, Weaven & Ross, 2010; Jacobs-Lawson, Hershey &
Neukam, 2004; Van Zyl, 2003). This is cause for grave concern for many women in South
Africa. However, the issues pertaining to women and financial retirement planning will be

dealt with in more detail in Chapter 3.

2.5 Financial retirement plans

Financial retirement plans comprise of three categories, namely: defined benefit plans,
defined contributions plans and individual retirement accounts. Each financial retirement
plan is comprised of different characteristics and components. The following section
provides a discussion on the characteristics and components of each financial retirement

plan.

2.5.1 Defined benefit plans

Over the past decade there has been a major decrease in the number of defied benefit
retirement plans offered to employees (McCarthy,2003). In a traditional defined benefit
pension plan, workers accrue a promise of a regular monthly payment from the date of their
retirement until their death, or, in some cases, until the death of their spouse (Boardbent,
Palumbo & Woodman, 2006:2). In other words, a defined benefit plan specifies an output
for the individual. Upon retirement, the individual is entitled to an annual income equal to a
percentage of their average salary multiplied by the number of years employed with the

sponsoring employer (Zelinsky, 2004:545).

Within a defined benefit plan, the employer makes the retirement savings decisions.
Therefore, the employer decides who participates, what contributions are made to the
retirement plan, and how the plans assets are invested (Coronado & Hewitt, 2005:41). As a
result, less financial responsibility is placed on the individual participant (Boardbent,
Palumbo & Woodman, 2006:5). Resulting in a reduction in the participant’s longevity risk.
Longevity risk is the risk that plan beneficiaries will live longer, on average, than originally
expected, increasing the time period for paying the benefit (Boardbent, Palumbo &

Woodman, 2006:5). Despite the decreased longevity risk associated with defined benefit
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plans, these plans have lost favour with many employers, which is largely due to their cost

and cost volatility (Boardbent, Palumbo & Woodman, 2006:5; Coronado & Hewitt, 2005).

A major shortcoming of defined benefit plans is their lack of portability and flexibility (Benartzi
& Thaler, 2007). Thus, unless the defined benefit pension plan is portable, which is
uncommon in private sector plans, the back loading of defined benefit plan benefits is
significant for employees who change employers during their working career
(Mitchell, 1999). The lack of portability associated with defined benefit plans means that
when individuals change jobs the individual could lose a portion or all wealth accumulated

in their defined benefit plan.

2.5.2 Defined contribution plans

Defined contribution plans were originally positioned as extra saving programs, meant to
supplement defined benefit plans, which provided additional guaranteed retirement income
(Rafaloff, 2014:21). However, the introduction of defined contribution plans has resulted in
a major shift in the landscape of pension plans. The shift from defined benefit plans towards
defined contributions plans has resulted in defined contributions becoming the dominant
pension scheme in a number of countries worldwide (Boardbent, Palumbo & Woodman,
2006:1). Many individuals no longer have access to defined benefit plans, consequently that

source of guaranteed retirement income can no longer be relied on (Rafaloff, 2014).

A defined contribution plan specifies a specific input for the individual (Lockem, 2010) such
that workers accrue funds in individual accounts administered by the plan sponsor
(Boardbent, Palumbo & Woodman, 2006:3). The contributions to these funds are usually
deducted directly from the individual’s monthly income (Boardbent, Palumbo & Woodman,
2006:3). The wealth accumulation of the defined contribution plan which is accumulated
during the employee’s working career will depend on the contributions made while working

and the investment returns earned on the plan balances (Yoa, Ying & Micheas, 2013).

Defined contribution plans are considered to be important vehicles for retirement savings
and have many advantages. (Huberman, lyengar, Jiang, 2007). A major advantage
associated with defined contribution plans is the portability of the plans (Benartzi & Thaler,
2007). Within a defined contribution plan the assets belong to the worker, meaning that

previous contributions are portable across employers (Boardbent, Palumbo & Woodman,
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2006:8). As a result, individuals may leave a plan under a previous employee and transfer

the pension plan to a new employment plan or to an individual retirement account.

Defined contributions plans are more flexible, and enable participants the freedom to make
active decisions in the design of their contribution plan (Benartzi & Thaler, 2007). As a result,
individuals have the opportunity to decide what investment vehicles their retirement savings
will be invested in. However, this may be considered a hindrance to individuals (Choi,
Laibson, Madrian & Metrick, 2002:68) as the ability to make sound retirement decision

requires a degree of financial literacy and understanding.

Defined contribution plans result in individual participants being subjected to greater
financial responsibility (Yoa, Ying & Micheas, 2013). Individuals who are eligible to
participate in defined contribution plans must decide whether they will participate, how much
they must contribute and how their contributions should be invested (Yoa, Ying & Micheas,
2013:55). According to Choi et al (2002:68) making good plan design decisions requires an
understanding of the relationship between plan rules and participant choices. Thus,
although defined contribution plans enable individuals to be more actively involved in their
pension plans, the increased freedom results in greater financial responsibility placed on
individuals. Consequently, individuals are under greater pressure to manage their retirement

accounts in an effective manner.

According to Rafaloff (2014:21) one of the toughest challenges for a defined contribution
participant is determining the amount to save that will ensure their retirement savings won't
be outlived. However, many individuals fail to accurately forecast their financial retirement
needs and thus many individuals tend to outlive their retirement income (Most & Wadia,
2015). This creates challenging circumstances for people to properly manage their

investments and withdrawals from their retirement accounts (Most & Wadia, 2015:23).

2.5.3 Individual retirement accounts

Individuals saving for retirement can also do so through an individual retirement account.
Over the past 10 years, the use of so-called self-directed individual retirement accounts
used to invest in assets outside of the publicly traded securities market has increased
dramatically (Baker, 2014:33). Conceptually, an individual retirement account can be
defined as a fund or accumulation of money or other assets created by an individual for the

general purpose of saving and investing for the future (Craine, 1975:2). Individual retirement
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accounts are similar to defined contribution pension plans, inthat each individual contributes
a fraction of annual earnings so that, upon reaching retirement, the individual then has a
potentially large stock of wealth from which to finance consumption in the remaining years

of life (Brown, 2002: 401).

Individual retirement accounts provide individuals with the greatest level of discretion and
flexibility in terms of retirement planning. Individual retirement accounts provide individuals
with opportunities to make financial decisions about the investment of retirement plan assets
and about the distribution of these assets after retirement age (Proberta & Wise, 1998:366).
Thus the individual investor undertakes tremendous financial responsibility, and it is
imperative that individual makes sound financial decisions to ensure the longevity of their
retirement wealth. Poor investment decision-making by individuals in their retirement
account could have a detrimental impact on their future income (Waggle & Englis, 2006:
80).

The portfolio decision-making of individual investors is an issue of increasing importance as
more and more individuals take personal control of their investment and retirement accounts
(Waggle & Englis, 2006: 79). This is largely due to the fact that individuals have great
amounts of freedom when investing their savings through an individual retirement account.
Akin to a defined contribution plan, if an individual is unwilling or unable to take on the
complexities of retirement planning through an individual retirement account, the individual

may seek help from a financial advisor (Benartzi & Thaler, 2007).

2.6 Retirement funds

In essence there are three private retirement vehicles which an individual can partake in,
namely; annuities funds, provident funds and pension funds (Lockem, 2010:7). The main
objective of the above retirement vehicles are to save in order to provide a secure and
comfortable lifestyle during retirement (Godden, 2010). These retirement vehicles are
structurally different and have different tax implications. In the following sections the

characteristics of retirement funds will be discussed.

2.6.1 Retirement annuities

Retirement annuities have traditionally been regarded as a safe and effective manner to

save for retirement (Finweek, 2010:56). A retirement annuity is an insurance product which

35 | Page



serves a contract between the buyer and the seller, whereby the buyer makes a series of
tax deferred payments over a period of time in return for estimated monthly payments once
the individual has retired (Sammer, 2013:41). Hence, retirement annuities are considered a

good way that individuals can achieve afinancially comfortable retirement (Lailey, 2015:35).

Retirement annuities operate on the same basis as a pension fund, except the
employer/employee relationship does not exist within such a fund (Lailey, 2015:35).
Employees join a retirement annuity in their own capacity, resulting in the individual having
more control over their retirement savings (Klinger, Ryan & Gray, 2013). Therefore,
individuals have the option of selecting their investment options from a number of unit trusts
and from a number of different providers (Lailey, 2015:35; Klinger, Ryan & Gray, 2013).
Annuities come in a number of different forms, they include: certain annuities, which provide
periodic pay-outs for a fixed number of years, and life annuities which provide pay-outs for

the duration of an individual’s life (Taxing time for retirement annuities, 2010:56).

A retirement annuity can be created by an administrator, an asset manager or an insurer for
the benefit of the individual (Godden, 2010). According to Godden (2010:24) the main
objective of a retirement annuity is to provide regular income to individual members upon
their retirement. Generally, a retirement annuity is similar to a defined contribution fund with
the retirement income being dependent on the individual’s contributions and interest earned
on contributions (Lockem, 2010:7). Consequently, great responsibility is placed on the
individual to ensure that sufficient contributions are made and enough wealth is created for

retirement.

There are a number of benefits associated with retirement annuities. Firstly, retirement
annuities are hugely tax efficient (Lailey, 2015:35). Contributions to retirement annuities are
gross of tax, thus all income on a retirement annuity is tax free (Lailey, 2015; Finweek,
2010). Many individuals tend to favour retirement annuities due to these tax deductions on
contributions that ultimately lower their tax liability (Finweek, 2010). Subsequently, the tax
benefit compounded by the life-cycle of the retirement annuity can have a significant impact
upon retirement (Lailey, 2015:35). Secondly, individuals tend to be highly mobile in the
workforce (Klinger, Ryan & Gray, 2013:5). As mentioned above, retirement annuities are
individually owned which makes them extremely flexible. Thus, annuities are extremely

beneficial as they are not affected by individuals changing jobs.
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It is important to note that retirement annuity funds do not allow individuals to receive any
benefits before the age of 55 (Finweek, 2010). Once the individual has reached the age of
55, the individual can only commute one third as a lump sum, while the remaining balance

can be taken up in the form of a pension or annuity fund (Lockem, 2010).

From the above, it is clear why retirement annuities are regarded as safe and effective
retirement options (Lailey:2015; Finweek, 2010). Moreover, annuities seem to be a common
retirement option for self-employed individuals as well as individuals wishing to make

additional provisions for retirement (Godden, 2010:24).

2.6.2 Provident funds

Provident funds are a form of occupational retirement schemes (Asher, 2009). A provident
fund is set up by an employer for the purpose of benefiting its employees. According to
Munro & Snyman (1995) provident funds were traditionally created for individuals who had
irregular income or whose income might decrease before retirement. A major benefit
associated with a provident fund it its simplicity. According to Gerdes (1971: 573) provident
funds are simple in form and thus easy to explain to all workers. Provident funds can take

the form of either a defined benefit fund or a defined contribution fund (Finweek:2015).

Provident funds provide pay-outs, where the amount the individual is entitled to will equal
the sum of the contributions made by the individual plus the interest earned (Gerdes,
1971:573). Within a provident fund arrangement, member’s contributions are paid post-tax
income (Godden, 2010). As a result, provident funds are not tax deductible. A provident

fund allows the individual to commute their entire fund into a lump sum (Lockem, 2010:7).

2.6.3 Pension funds

Pension funds are set up by the employer for the benefit of the employee upon retirement
(Lockem, 2010). A pension fund, much like a provident fund can take the form of either a
defined contribution plan or a defined benefit plan (Munro & Snyman, 1995). A pension fund
requires that the individual makes monthly contributions which are usually based on a
percentage of pensionable salary for each year of service (Munro & Snyman, 1995). In
addition to the member’s contributions, the employer may also make monthly contributions

to the pension plan (Lockem, 2010).
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Pension funds can also provide additional benefits such as death or disability benefits
(Godden, 2010:24). Contributions made to a pension plan are paid from pre-tax income
(Godden, 2010:24). Within a pension fund the individual may only commute one third as a
lump sum, and the balance needs to be taken up in the form of a retirement annuity or

pension fund (Lockem, 2010:7).

2.7 Tax deductions

Tax deductions can have major implications on an individual's retirement wealth
accumulation. It is vital that when doing financial planning for retirement, individuals take
the applicable tax deductions into account. In addition, it is important that individuals refrain
from withdrawing their retirement savings prematurely to avoid further tax deductions on

their retirement savings.

Two tables illustrating possible taxation deductions have been provided below. Table 2.1
illustrates the taxation of lump sum benefits on retirement, death, termination of employment
due to redundancy and termination of employer’s trade. Table 2.2 illustrates the taxation
liabilities an individual will face when withdrawing from a retirement fund prior to the age

stipulated by the retirement fund.

Table 2.1: Table illustrating possible taxation on lump sum benefits for the year 2015.

Taxable portion of lump sum Rate of tax

Between 0- 500 000 0%

Between R500 001- 630 000 18% of taxable amount exceeding R500 000

Between R700 001 and R1 050 000 R36 000 plus 27% of taxable amount exceeding
R700 000
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R1 050 001 and above R130 500 plus 36% of taxable amount exceeding
R1 050 000

Source: Tax pocket guide (2015:17)

Table 2.2: Table illustrating taxation on withdrawals of lump sum for the year 2015

Taxable portion of withdrawal Rate of tax

Between RO and R25 000 0%

Between R25 001 and R600 000 RO plus 18% of taxable amount exceeding R25
000

Between R660 001 and R990 000 R114 300 plus 27% of taxable amount exceeding
R660 000

R990 001 and above R203 400 plus 36% of taxable amount exceeding
R990 000

Source: Tax Pocket guide (2015:17)

2.8 Alternative investments

There has been a steady increase in the number of alternative investments being used
within retirement portfolios (Wagner, 2014). Moreover, it has been said that more South
Africans are showing interest in using alternative investments (Doing deals differently,
2007). Alternative investments are investments which do not consist of the typical stock or
bond funds (Capone, French & Skinner, 2013). Both alternative assets and alternative
strategies are considered forms of alternative investments (Solnik & Mcleavey, 2009: 318).
Thus, alternative investments consist of non-traditional strategies such as private equity,

hedge funds, real estate, communities and many more (Nobile, 2015: 17).

Alternative investments appeal to many individuals due to the potentially higher returns and
diversification which the unique asset class offers (Wagner, 2014). By making use of
alternative investments (which are notoriously high risk) and investing in a variety of
retirement products, the investor is able to invest in products with inverse investment
relationships which may reduce the investment risk of the individual’'s retirement portfolio.
Subsequently, alternative investments offer better diversification of funds which have the

ability to provide individuals with new sources of return. These offer greater protection
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against market volatilities, inflation as well as interest rate risk (Inderst, 2009:4). The

following section provides a discussion on several types of alternative investment options.

2.8.1 Private Equity

Funds which invest in private equity have increased in importance over the past decade
(Cummings & Maclintosh, 2007). Private equity is a broad term that generally refers to an
individual investing in a potentially successful company, or an asset not publicly traded on
the capital market (Solnike & McLeavey, 2009:344). Equity funds generally make long-term
investments in private companies and seek to obtain financial returns through long-term

appreciation based on active management (Solnike & McLeavey, 2009).

Private equity is made up of two main types of vehicles namely, leveraged buy-out and
venture capital. Venture capital is the component of private equity which focuses specifically
on supporting start-ups and new businesses in their early stages (Froud & Williams, 2007:
406). Buy-outs on the other hand, occur when investors generally take a majority control in
acquired companies. These acquired companies are established and are often publicly
traded on some exchange (Solnike & McLeavey, 2009:345) thus buy-outs usually apply to

mature firms.

Within an equity investment, the rate of return is based on the performance of the company.
Moreover, equity holders generally only recover their investment when they exit (sell their
investment) (Salamon, 2014). It is however important for individuals to understand that
investing in private equity is considered an extremely complex and risky undertaking. This
is largely due to their long-term illiquid nature, their lack of transparency and lack of publicly
traded information (Soderblom, 2011). Thus, although private equity may offer high returns,

the risks associated with these investments are extremely high (Salamon, 2014).

2.8.2 Property (Real estate)

Real estate investments represent a large portion of individual portfolios (Georgiev, Gupta
& Kunkel, 2003). According to Solnike & McLeavey (2009:332) "Real estate is usually
considered to be building and buildable land, including offices, industrial warehouses,
multifamily buildings and retail space”. Real estate can either be invested directly in property
or indirectly through real estate shares (Mkhize & Bekwa, 2009:392). Real estate shares or
real estate investment trusts (REIT) provide investors with a liquid exposure to real estate

via standardized financial securities (Georgiev, Gupta & Kunkel, 2003:3). Individuals in
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favour of real estate investment anticipate two main benefits from these investments,

namely: diversification and inflation hedge benefits (Mkhize & Bekwa, 2009:392).

Investing in property however, is expensive and is associated with high risk (Guo,
2010:239). Moreover, there is relatively low transparency in the real estate industry which
provides a source of high risk (Mkhize & Bekwa: 2009:392). In addition, real estate
investment can be a complex process as there are a number of factors such as location and

design which can affect the price of the property (Guo, 2010).

2.8.3 Exchange traded funds (ETFs)

ETF's are index based investment products that allow individuals to either buy or sell
exposure to an index through a single financial instrument (Solnike & McLeavey, 2009: 323).
An ETF can be bought or sold at any time during the trading day at the current market price
(Anderson, 2006:48). ETFs trade on stock markets much like shares of individual

companies (Solnike & McLeavey, 2009: 323).

ETFs are appealing to individuals as they provide a simple, low cost means of gaining a
diversified portfolio (Kosev & Williams, 2011:51). "ETFs are securities which are baked by
pools of assets, the return of which is expected to track a specific benchmark as closely as
possible” (Kosev & Williams, 2011:51). ETFs are becoming increasingly more popular
largely due to their cost effectiveness, transparency as well as their diversification benefits
(Brown, 2013; Solnike & MclLeavey, 2009). Furthermore, Ergungor, (2012) suggests that

ETFs are one of the most successful financial innovations.

Despite their increasing popularity, ETFs are not necessarily the most efficient alternative
investment vehicle (Haslem, 2003). This is largely due to their narrow based index-market,
small trading volumes and bid-ask spread (Brown, 2013; Solnike & McLeavey, 2009:323).
Moreover, many investors do not require the intraday trading opportunities which are
provided with ETFs (Haslem, 2003). The above disadvantages could be why few individuals

have incorporated ETFs into their retirement plans (Anderson, 2006; Polyak, 2007).

2.8.4 Hedge funds

Hedge funds are legal entities which allow individuals to pool their money which is managed
by an investment manager who then exploits pricing inefficiencies in the market in order to

generate high returns while trying to assume as little risk as possible (McNeil, 2012: 38).
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Academics have defined hedge funds as privately offered, relatively unregulated pooled
investment vehicles in the form of limited partnerships or limited liability companies that have
the flexibility to invest in a broad range of securities and commodities using a broad range

of trading techniques (McNeil, 2012: 38).

Hedge funds provide individuals with exposure to investments which an individual may not
already have. This in turn diversifies individual’s portfolios (Nicholas, 2010:2). Hedge funds
therefore protect individuals from the risk associated with traditional investment options. It
is important to note that not all hedge funds are alike. Hedge funds comprise of long/ short
funds, Market-neutral funds, global macro funds, emerging market funds, event-driven

funds, risk arbitrage and mergers and acquisitions (Solnike & McLeavey, 2009:356).

Hedge funds offer the investor the opportunity to generate great return and the opportunity
to invest in a wider range of instruments compared to a mutual fund (McNeil, 2012: 42).
Investors benefit from receiving the highest return on their invested capital (Shadab, 2009:
263). However, a major risk of hedge funds is a lack of regulation which results in a lack of
transparency (McNeil, 2012). Moreover, there are restrictions in place which restrict the
number of participants within a hedge fund (Solnike & McLeavey, 2009). Hedge funds, like
many other alternatives are still in their infancy in South Africa with few individuals

incorporating hedge funds into their retirement plan (Financial mail, 2010).

2.9 Financial planners

Current and future retirees face circumstances that in previous generations were not as
apparent. These circumstances include the decreasing availability of traditional defined
contribution pension plans, increasing longevity risk and rising health care costs (Salter,
Harness & Chatterjee, 2011:60). In conjunction with a lack of financial knowledge and
sophistication, many individuals may be at risk of being unable to save sufficiently for
retirement (Martin & Finke, 2014:46). Moreover, rapid advances in product innovation and
complexities have led to predictable consumer financial mistakes in the market (Finke &

Cummings, 2014:4).

"The complex nature of financial products and the deferring intellectual levels of individuals,
validate the existence of financial intermediaries that provide advisory services to
consumers on behalf of the product suppliers, either in the form of agents or financial service

providers” (Ramchander, 2011:1). Bae and Sandager (1997) noted that due to the complex
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economic environment, frequent changes in income and estate taxes, as well as new and
diverse ways to invest money, more individuals are seeking professional financial advice.
The growing market for professional financial advice has helped fill the gap between the
financial skills of most individuals and the skills required for financial assets during

retirement (Chatterjee & Zahirovic-Herbert, 2010).

To ensure sufficient retirement wealth is created, a degree of financial knowledge is
required. However, Finke, Huston & Winchester (2011:19) state that rather than investing
scarce resources to acquire the financial knowledge needed to plan effectively, relying on
the assistance of a professional may be a more efficient approach. The following section

will focus on the advantages as well as the disadvantages of financial planners.

2.9.1 Advantages of using a financial planner

Hiring a professional financial planner involves using a scarce resource in order to hire a
decision making agent equipped with greater knowledge and ability; in this case, personal
finance-specific human capital (Finke, Huston & Winchester, 2011:19). Since defined
contribution plans have resulted in the financial retirement process being more complex,
seeking a financial planner can help simplify the complexities. Moreover, according to
Letkiewicz, Domian, Robinson and Uborceva (2014:3) financial planners can help
individuals and households decide which financial decisions are in their best interest. This
is largely due to the fact that financial planners have the tools and expertise which is lacking

within a large portion of the general population (Letkiewicz et al, 2014:3).

According to Evans (2009) the primary reason individuals seek help from a professional
financial planner is to start preparing for retirement. Professional financial planners can help
households accurately estimate the amount of retirement income needed to fund household
retirement goals (Martin & Finke, 2014:46). Moreover, an expert, such as afinancial planner,
has specific knowledge about financial products and theory, which can be drawn on in order
to help a client develop an effective plan to achieve their retirement goals (Martin & Finke,
2014:47). Thus, professional financial planning is an important option which can help an

individual’s overall financial well-being (Letkiewicz et al, 2014:3).

Seeking the help of a professional financial advisor can result in large amounts of the
individual’s time being saved. Robb (2014:71) states that financial planners save individuals

the time of having to master complex financial concepts or sort through various options on
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the market place as they have a professional who handles these decisions for them. A
financial planner may also increase a worker’s awareness of the consequences associated
with low savings, reduce the psychological costs of making complex choices, and help
improve overall investment performance and tax efficiency within household portfolios

(Martin & Finke, 2014:46).

Calcagno and Monticone (2015:2) state that previous research indicates that "households
who are financially illiterate are more prone to inefficiency, low participation in the stock
market, to portfolio under diversification, to inertia their portfolio management and to over
in-debtness.” However, financial advisors have specialized financial knowledge to help the
client ensure that the above inefficiencies do not occur. Furthermore, a financial advisor can
provide recommendations to help employees meet their retirement goals by suggesting
appropriate investments and estimating retirement savings needs (Finke & Cummings,

2014).

A major issue faced by individuals with insufficient financial literacy is the inability to
calculate the amount of wealth needed for retirement (Son, 2012). The process of
calculating retirement income needs often results in a realization that an individual has not

been saving enough for retirement (Martin & Finke, 2014:47).

According to Salter, Harness and Chatterjee (2011:61) research shows that individuals who
seek help from financial advisors have higher levels of confidence, greater feelings of
financial security, a greater likelihood to have undertaken planning activities such as having
a plan for retirement income and estimating retirement income needs. In addition,
individuals who make use of financial planners are said to be in a better overall financial

position (Evans, 2009).

2.9.2 Disadvantages of using a financial planner

Despite the many benefits associated with seeking professional financial assistance, there
are a number of negative attributes which need to be considered before seeking
professional financial advice. One of the major disadvantages of seeking financial
assistance is the cost involved in hiring professional financial advice. Consumers
compensate financial planner’s services by paying fees, commissions or a combination of
these (Son, 2012:23). The costs of financial planning include commissions on financial

products, fees paid for the preparation of financial plans, and recurring fees that are often
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levied as a proportion of assets managed by the adviser (Finke, Huston & Winchester,

2011:19).

Financial advisors advice may be biased when financial advisors act as sellers to financial
products (Calcagno & Monticone, 2015). Biased advice might not improve an individual's
portfolio allocations and may even be to their detriment (Calcagno & Monticone, 2015:2).
Due to the fact that many financial advisors have incentives to sell a certain product to their
client, agency costs may arise. Agency costs are incurred when the agent (financial advisor)
has incentives that encourage recommendations that may not be in the best interest of the
client (Finke & Cummings, 2014:4). Finke and Cummings (2014:4) further state that the
above problem is particularly acute for the average investor who may have difficulty locating
a knowledgeable advisor who acts in the individual’s best interests. "Such incentives also
relate to the different financial concerns of financial advisors: (1) generating commissions
for their financial institution, (2) possibly, generating a performance-based bonus and, (3)
enhancing the performance of the investors’ portfolio” (Kramer, 2009:4). Ultimately, the
need for consumer protection arises from an imbalance of power, thus placing consumers

at a disadvantage (Ramchander, 2011:2).

Financial intermediaries generally have better information than their clients with regards to
financial products and any non-disclosure, misrepresentation or misleading on their part

may lead to clients entering into contracts to their own detriment (Ramchander, 2011:1).

According to Finke, and Cummings (2014:24) a major advantage associated with individuals
who use financial planners is the fact that individual's accounts are well diversified.
However, individuals who have financial planners tend to have lower returns on their
portfolios (Son, 2012). Consequently, lower returns on a portfolio results in less retirement

wealth being created for the individual.

From the above discussion it is thus evident that financial advisors are associated with a
number of benefits. However, before individuals consider seeking professional financial

advice, the above mentioned disadvantages need to be taken into consideration.

2.10 Regulatory environment of financial retirement planning

There are a number of regulatory bodies as well as legislation implemented in the financial
service industry to ensure transparency and integrity is maintained within the South African

financial service industry. The regulatory bodies in place aim to protect the best interest of
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individuals who make use of financial services. The following section aims at highlighting
the South African Pension fund Act, the Financial Service Board, The Financial Advisory

and Intermediary Act and the Financial Intelligence Centre Act.

2.10.1 The South African Pension Fund Act

The South African Pension Fund Act regulates the affairs of all pension funds as well as
trustees. The South African Pension Fund Act was promulgated into law in 1956
(Nevondwe, 2010). In terms of the South African Pension Funds Act No. 24 of 1956 (as
amended), all retirement funds, other than retirement funds to which the State contributes
and official funds, must be registered by the Registrar of Pension Funds and must comply
with the provisions within the South African Pension Fund Act (Pension Fund Act, 1956).
The effect of the above recognition is that the fund acquires a legal identity and thus has
the power to enforce its decisions, rules and activities under the law (Olaifa, 2012:50). The
South African Pension Fund Act serves to protect all individuals who own pension funds. In
addition, the South African Pension Fund Act also ensures that the rules and regulations

surrounding pension funds are legally binding and enforceable.

2.10.2 The Financial Service Board

The Financial Service Board is an anonymous institution established by government in order
to oversee and regulate the South African non-banking financial services industry (Kaniki &
Ntuli, 2011:40). Given the lack of compliance and legislation governing the financial service
industry, government implemented the Financial Service Board, whose main aim was to
protect clients from noncompliance within the financial service industry (Act shifts focus from
self-regulatory to regulated, 2004). The main purpose of the Financial Service Board is to
promote and preserve a sound investment environment within South Africa (Kaniki & Ntuli,
2011:40). Ultimately, the Financial Service Board ensures that individuals’ best interests are

taken into consideration when operating in the financial service industry.

The Financial Service Board stipulates that all financial advisors need to obtain the
necessary credentials as required by the Financial Advisory and Intermediary Act (FAIS)
(Cut-off date approaching, 2006) in order to operate. Moreover, the Financial Service Board
has the power to take disciplinary action if the Act is not abided by. Furthermore, the
Financial Service Board is enabled to institute civil class claims against inappropriate
financial advice or products offered within the financial industry (Act shifts focus from self-
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regulatory to regulated, 2004). Lastly, the Financial Service Board plays an important role
in promoting a safe and stable environment for all retirement funds in South Africa (Financial

Service Board, 2015).

2.10.3 The Financial Advisory and Intermediary Service Act

The main purpose of the Financial Advisory and Intermediary Service Act is to regulate the
conduct within the financial service industry in South Africa. The Financial Advisory and
Intermediary Service Act aims to protect consumers against poor unprofessional advice that
will ultimately result in avoidable financial loss (Harris, 2004). If the above mentioned does

occur, the financial advisor can be liable to potential loss claims (Harris, 2004).

The Financial Advisory and Intermediary Service Act applies to all financial service
providers, namely: brokers, financial advisors, investment advisors and financial institutions
which provide financial advice and services (Cut-off date approaching, 2006). To be
classified the individual must meet the requirements of and register with the Financial
Intermediary and Advisory Act (Financial Service Board, 2015). In an attempt to uphold
transparency, integrity and fairness within the financial service industry, financial advisors
operating without the appropriate licencing, can be severely fined or receive a jail sentence
(Harris, 2006). Therefore, the Financial Intermediary and Advisory Board services as an

ombudsman (Act shifts focus from self-regulatory to regulated, 2004).
2.11 Conclusion

From the above it is clear that the financial retirement planning process is a complex
process. Due to the complexities of the process, it is important that individuals take the
time to ensure that they are planning adequately for their future financial retirement needs.
The increase in the number of retirement options allows individuals to be more flexible and
innovative with their retirement planning. However, the increased retirement options have
also made the financial retirement planning process more complex. Since the State Old
Age Pension Fund in South Africa is only made available to those individuals who are in
dire financial need, it is important that individuals take the time to understand the

complexities of financial retirement planning, or seek help from a professional.
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Chapter 3: Understanding a set of selected factors influencing
women's financial retirement planning.

3.1 Introduction

Based on the discussion in Chapter 2, it is evident that the financial retirement planning
process plays an important role in individual’s lives. However, despite the importance of
financial retirement planning, many individuals fail to plan sufficiently for financial retirement.
Consequently, many individuals are unable to accumulate sufficient wealth for their

retirement.

The inability to successfully plan for retirement is of greater concern for women. The
following chapter will highlight the issues surrounding women and financial retirement
planning. Existing retirement models will be discussed as well as the hypothesised model.
Moreover, the factors which influence women’s perceptions of successful financial
retirement planning will be addressed. Finally, a number of selected demographic factors

will be identified and discussed.

3.2 Gender issues relating to retirement planning

Financial retirement planning is said to be a major concern, especially for women
(Rosenman & Scott, 2009: 287) with literature highlighting the significant differences that
exist in the area of financial decision making for men and women (Grace, Weaven and Ross,
2010:7). There exist assumptions that most women are less financially stable during

retirement compared to men (Trewin & Curatola, 2010) with a major cause of this being
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largely due to the fact that women have rarely been encouraged to interest themselves in

financial matters such as retirement (Alderson, 2012:8).

There is also a perceived notion that women tend to retire earlier than men (Grace, Weaven
& Ross, 2010). This suggests that retirement goals cannot be attained in the same manner
for women as for men (Embrey & Fox, 1997:33). Therefore, it is important that women
engage in financial planning to ensure that their specific financial retirement goals are

attainable.

Financial retirement planning can help women gain a clear understanding of their financial
planning strengths and weaknesses. Women will then be able to asses ifthey have sufficient
financial literacy to carry out their financial decision making responsibilities (Boone, 2005).
However, if women are unable or unwilling to take on the complexities of financial retirement
planning, they may seek the assistance of a financial advisor who can simplify the

complexities of retirement planning (Hirsch, 2005).

As indicated above, financial retirement planning is an essential component for
accumulating sufficient wealth for retirement and sufficient time must therefore be spent on
ensuring successful financial retirement is achievable. However, according to Noone,
Alpass and Stephens (2010:715) women in general do less financial retirement planning
then men. Consequently, women are continuously found to be more likely to suffer from
poverty and poor wellbeing during their retirement years (Noone, Alpass and Stephens,

2010: 715).

According to Noone, Alpass and Stephens (2010:715) previous research indicates that
there is a positive relationship between financial retirement planning and an individual's
perception of financial retirement. Moreover, it has been determined that women are inclined
to have more negative perceptions towards financial retirement (Noone, Alpass and
Stephens, 2010:715). This negative tendency can have major implications on their ability to
become financially independent during retirement (Noone, Alpass and Stephens, 2010). The
only way women can become more confident towards financial retirement planning is by

actively partaking in more financial decisions (Savage, 2008).

There are a number of factors that contribute to women’s inability to accumulate sufficient
retirement wealth. "Compared with men, women save less, retire earlier, and live longer

lives during which their savings must support them through a long period of non-earning”
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(Rosenman & Scott, 2009:287). The above mentioned financial retirement planning
problems are compounded by the notion that women tend to earn less income then men,
while at the same time need to accumulate sufficient retirement wealth to support a longer
retirement (Noone, Alpass & Stephens, 2010). Consequently, women face a greater

longevity risk compared to men.

Men and women tend to experience different working patterns throughout their working life-
cycle (Grace, Weaven & Ross, 2010:7). Many men still assume the role of being the head
of the household with women having a number of household responsibilities and spending
much of their adult years in unpaid child-caring roles (Jefferson and Preston, 2005). This
results in women having disjointed working patterns with many women often being assigned
jobs with lower wage rates, fewer benefits as well as fewer career and pension opportunities
(Talaga & Beehr, 1995). Consequently, many women are unable to earn sufficient income
in order to sufficiently save for retirement and end up relying heavily on their spouses for
financial support. This often leads to circumstances where men exhibit greater financial
independence and confidence when dealing with financial matters, while women experience

a sense of financial dependence and insecurity (Grace, Weaven & Ross, 2010:7).

Another major issue women face when planning for financial retirement is a lack of financial
literacy. It appears that women have lower levels of financial literacy compared to those of
men (Fisher, 2010). Individuals who are more financially literate have a better understanding
of the financial markets and are therefore better equipped to make personal financial
decisions compared to those individuals who have lower levels of financial literacy
(Tomaskova, Mohelska & Nemcova, 2011:366). Furthermore, according to Klapper and
Panos (2011:600) research has shown that the likelihood of planning for retirement is highly
correlated with financial literacy and education. Thus, the tendency for women to be more
financially illiterate can have major implications on their ability to perform effective financial

retirement planning.

Financial retirement research shows that planning activities are influence by a variety of
demographic and psychological variables (Jacobs-Lawson et al, 2004:55). According to
Bajtelsmit & Bernasek (1996:1) an increasing number of studies have concluded that
women invest their asset portfolios more conservatively than men. "All things equal, a
conservative investment strategy results in less retirement income on average compared to

that of a more aggressive investment strategy” (Bajtelsmit & Bernasek, 1996:1). In addition,
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married women tend to be more financially literate compered to divorced, single and

widowed women (Theodos, Kalish, McKernan & Ratcliffe, 2014:6).

Based on the discussion in chapter 2, it is evident that financial retirement planning is not
an easy or simple task faced by individuals. It appears that the complexities of financial
retirement planning faced by many women are compounded due to the fact that women are
faced with many overarching challenges when making financial retirement planning
decisions, resulting in many women being unable to accumulate sufficient retirement wealth.
It is imperative that women become more proactive and interactive in the financial decision

making process and in particular with the financial retirement planning process.

3.3 Hypothesised model

Based on an in-depth investigation surrounding financial retirement planning literature,
several factors were identified that may influence women’s perceived successful retirement
planning, namely: financial literacy, risk tolerance, time horizon, values, attitudes and
working life-cycle. Thus, within the proposed hypotheses, these six independent variables
could potentially influence women’s perceptions of successful financial retirement planning.
Theory supporting the above mentioned variables will be discussed in further detail in

section 3.6.

As mentioned previously in chapter 1, through in-depth analyses of literature Doa (2014)
developed a model to test women’s perceptions of successful investment planning. For the
purpose of this study, the model developed by Doa (2014) will be adapted such that
women'’s perceptions of successful financial retirement planning is tested. It is important to
note that both investment planning and financial retirement planning fall under the border
domain of financial planning. Subsequently, investment planning and financial retirement

planning are interrelated and comprise of similar components (Winger and Frascca 2006).
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values

Figure 3.1: Hypothesised model illustrating thefactors influencing women's perceptions ofsuccessful retirement planning
3.4 Retirement planning models

There are a number of retirement models, each comprising their own factors, and developed
in an attempt to gain insight into different retirement spheres. Since the different retirement
models were developed to gain insight into different retirement spheres, it is important to
note that not all retirement models are applicable to this study. For example, the life course
perspective (Elder,1995) was developed in order to investigate individual's transition into
retirement as opposed to the perception of successful financial retirement planning, but
models developed by both Doa (2014) as well as Hershey (2004) seem most applicable to
the study. Thus, in the following section, a discussion of the two models will allow the
researcher to deduce which model best suits the study being conducted, or whether a

combination of the models should be incorporated.
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Doa (2014) developed a model to investigate women'’s perceptions of successful investment
planning. Although the aim of this model was to investigate investment planning, the model
can be adapted in order to investigate financial retirement planning. The reason for the
above is largely due to the notion that investment planning and financial retirement planning
both form components of financial planning and are thus interrelated (Winger and Frascca,
2006). Doa’s (2014) model was developed as a result of theory analysis. The model
comprises of six variables namely values, attitudes, time horizon, life cycle, risk and return
and financial knowledge. All of the above variables could influence women'’s perceptions of

successful financial retirement planning.

Hershy’s (2004) retirement model was based on a number of retirement related studies
(Hershey & Mowen, 2000). The model developed comprises "four major qualitatively
different sets of influences on investor behavior: (a) psychological influences (including
cognitive, personality, and motivational forces), (b) task characteristics (e.g., complexity,
prior task experience), (c) the cultural ethos (i.e., societal forces that shape the thoughts,
attitudes, and economic forces (Hershey, Jacobs-Lawson, McArdle & Hamagami, 2007:28).
These factors are said to influence the quality and tendency of an individual's retirement
planning. Although Hershey’s (2004) model provides great insight into retirement planning,
the model aims to investigate the quality of retirement planning as opposed to the

individual’s perceptions of successful financial retirement planning.

Based on the model of Doa (2014) seemed the most applicable for the study therefore the

model was adapted and incorporated into this study.

3.4.1 Other factors which could influence women's perceptions of successful

financial retirement planning.

In conjunction with the above discussion focusing on retirement models, the researcher
acknowledges that the factors implemented into this study may not be the only factors which

could influence women'’s perceptions of successful financial retirement planning.

Turner, Bailey, and Scott (1994) suggest factors such as perceived wealth, total income and
number of children/dependants could also influence an individual’'s ability to successfully
plan for financial retirement planning, with Joo, and Pauwels, (2002) adding that the income

saved, personal debt and retirement confidence are also factors that could influence
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successful retirement planning. Additionally, occupational industry, financial self-efficiency
and the type of retirement plan invested in could also be factors which influence successful

retirement planning (Dietz, Carrozza, and Ritchey, 2003).

Based on the above discussion it is evident that there are a substantial number of factors
which could influence financial retirement planning. Thus, itwould be impossible to consider
every factor which could influence women’s perceptions of successful financial retirement
planning. The researcher acknowledges that the present study does not consider all
possible factors which could influence women’s perceptions of successful retirement
planning, but instead focusses on a small subset of factors which are grounded in theory.
Consequently, the results of this study should not be read in isolation. This will be addressed

as a limitation of the study.

35 Dependentvariable: perceived successful financial retirement
planning.

The dependent variable for the purpose of this study is women’s perception of successful
financial retirement planning. According to Hershey et al (2007:27) "a successful financial
retirement plan is one in which sufficient resources have been accumulated to achieve and
maintain a desired standard of living”. However, it is important to note that the perception
of successful financial retirement planning will depend largely on the individual themselves

as no two individuals have the same financial retirement goals.

According to ‘Critical habits’ (2012:23) women only get the perception of financial
independence if they feel they have made the best use of their particular level of income
though proper financial planning, while literature suggests that individuals only perceive their
financial planning as successful when they receive some form of income, profit or growth
from their investments (Budgar, 2011:22; O’Keefe and Burke, 2008:44). For the purpose of
this study, perceived successful financial retirement planning is defined as the degree of
satisfaction that women experience towards the growth, income, or profits of their retirement
investment, that will enable them to be in control of their financial affairs during retirement

and enable them to be financial independent during their retirement years (Doa, 2014:15).
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3.6. Independent variables

As mentioned above, through an investigation of theory and with the use of the framework
developed by Doa (2014), six independent variables were identified, namely: financial
literacy, risk tolerance, time horizon, values, attitudes and working life-cycle. These factors
have the potential to influence women’s perceptions of successful financial retirement

planning.

3.6.1 Financial literacy

As discussed in chapter 2, the shift from defined benefit to defined contribution retirement
plans, has resulted in a great deal of responsibility being placed on individuals with respect
to saving for retirement. Therefore, a degree of financial literacy is necessary to sufficiently
plan for financial retirement. Financial literacy can be defined as "a set of knowledge, skills
and attitudes of citizens necessary to financially secure themselves and to behave actively
in the market of financial services and products” (Tomaskova, Mohelska & Nemcova,

2011:365).

Literature indicates that financial literacy is a key component to the success of retirement
saving decisions (Klapper & Panos, 2011; Gallery, Gallery, Brown Furneaux & Palm, 2011).
Despite this importance there is much literature suggesting that many individual’'s basic
financial knowledge is minimal (Calcagno & Monticone, 2015:363). This is a major concern
for many individuals, as individuals with lower levels of financial literacy are prone to under-
diversification, the inability to accumulate sufficient retirement wealth, as well as poor
portfolio management (Calcagno & Monticone, 2015; Klapper & Panos, 2011; Tomaskova,

Mohelska & Nemcova, 2011).

According to Wagland and Taylor (2009:13) research suggests that gender has a significant
impact on financial literacy with women being less confident then men when making
financial decisions, resulting in women being less financially literate that men (Grace,
Weaven & Ross, 2010; Wagland & Taylor, 2009). This puts many women at risk of being
unable to accumulate sufficient retirement wealth (Fonseca, Mullen, Zamarro &

Zissimpoulos, 2010:2).

"A basic level of financial literacy is required in order to ensure that individuals’ retirement

portfolios are adequately diversified. Diversification refers to a method of reducing the
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systematic risk of a portfolio by investing in various asset classes” (Marx, 2010:10). Despite
the importance of diversification, previous research indicates that women are less likely to
diversify their portfolios when compared to men (Hira & Loibl, 2006:15). It is thus important
that women take the time to gain basic financial knowledge such as understanding the
various types of investment vehicles as well as their tax implications (discussed previously

in chapter 2).

From the above discussion, it is evident that financial literacy can influence women'’s
perceptions of successful financial retirement planning. For the purpose of this study
financial literacy will be defined as women having the basic knowledge and understanding
of the different types of investment vehicles, having the knowledge about the different
retirement options, having past investment experience, as well as knowing how/where to
obtain financial assistance and guidance when making financial retirement decisions (Doa,

2014:16). Thus the following hypothesis was created:

Hoi: There is no relationship between financial literacy and women’s perceptions of

successful financial retirement planning.

HA1: There is a relationship between financial literacy and women’s perceptions of

successful financial retirement planning.

3.6.2 Risk tolerance

An individual’s risk tolerance plays a key role in their financial retirement decisions. This is
one of the factors that may help determine the appropriate consumption of assets within a
portfolio which will provide the individual with the optimal return relative to the individual’s
financial needs (Hallahana, Faff & McKenziea, 2004:57). Risk tolerance can be defined as
an individual’'s degree of willingness to peruse an uncertain financial event (Roszkowski &
Grable, 2010:270). According to Sung & Hanna (1996:11) characteristics such as an
individual’s age, time horizon, liquidity needs, income, financial literacy as well as attitudes

can all have an effect on an individual's risk tolerance.

Younger individuals are said to be more risk tolerant than older individuals (Sung & Hanna,
1996). The reason for the above is largely due to the fact that younger individuals have a
greater number of years to recover from any losses which may result from a risky investment

(Hallahana, Faff & McKenziea, 2004:57). In addition wealthy individuals also tend to be
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more risk tolerant as they are more likely to have sufficient capital to recover from any losses

incurred through risky investments (Hallahana, Faff & McKenziea, 2004:58).

Gender also play’s a significant role on an individual’s risk tolerance (Rui & Sherman, 2005).
Prior research suggests that women tend to be more financially risk averse compared to
men (Gilliam, Goetz & Hampton, 2008; Grace, Weaven & Ross, 2010). But this aversion
can have major consequences on their retirement earnings and could lower the portfolio
return (Eckela & Grossman, 2002:282) and could significantly influence their ability to

generate sufficient retirement wealth.

Based on the above discussion, it is evident that risk tolerance could influence women’s
perceptions of successful financial retirement planning. For the purpose of this study, risk
tolerance is defined as women’s awareness of risks and returns of their retirement
investments, women’s willingness to take on risk in their retirement investments and an
understanding of the positively correlated relationship between investment risk and return

(Doa, 2014:16). Thus, the following hypothesis was formed:

Hoz2: There is no relationship between risk tolerance and women’s perceptions of successful

financial retirement planning.

Haz: There is a relationship between risk tolerance and women'’s perceptions of successful

financial retirement planning.

3.6.3 Time horizon

Time horizon can be defined as the length in which assets are invested in investments such
that a specific financial goal is achieved (Klos, Weber & Weber, 2005). According to Stewart,
Piros and Heisler (2011) investment can be characterised into three time horizon
classifications, namely short, medium and long term investments. Short term investments
consist of investments which have the time horizon of 5 years or less (Stewart, Piros &
Heisler, 2011). Medium term horizons tend to consist of investments which have the time
horizon of 5-10 years. Lastly, long term investments consist of investments which have the
time horizon of 10 or more years (Stewart, Piros & Heisler, 2011). The time horizon
classification will vary depending on one’s financial goal with retirement savings tending to
consist of long term investments (Alles & Murray, 2009). An individual's retirement

investment horizon can also be influence by a number of factors such as liquidity, risk
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tolerance, time until retirement as well as specific financial goals (Klos, Weber & Weber,

2005).

It is argued that younger individual's should invest more heavily in stocks for long term
investment goals such as retirement (Klos, Weber & Weber, 2005). The reason for the
above is that the probability of loss declines with time horizon (Kritzman, 1994). While older
individuals should select retirement investments which are less risky (Jaggia & Thosar,
2000:211).

It is also argued that time horizon plays a significant role on the optimal asset allocation of
an individual’'s portfolio (Jaggia & Thosar, 2000). It is generally accepted that as individuals
grow closer to retirement, individual investors alter their investments to include less risky

investments (Alles & Murray, 2009:280).

A major concern is that many individuals do not start saving for retirement until it is too late
(Grace, Weaven & Ross, 2010). Therefore, many individuals are left with a limited time
horizon in order to accumulate sufficient retirement wealth. The above is a major concern
for many women in particular because women tend to be more risk averse, tend to
accumulate less income and tend to live longer when compared to men. In conjunction with
these factors, failing to start retirement planning early enough can have major financial

consequences for many women.

Based on the above, it is evident that time horizon can have a major influence on women’s
perceptions of successful financial retirement planning. For the purpose of this study, time
horizon refers to the knowledge and preference women have of the time horizon (length) of
their retirement investment, the understanding that the risk in one’s retirement portfolio
needs to be reduced the closer one gets to retirement and the knowledge that saving for
retirement needs to commence as early in one’s working life-cycle as possible. Thus, the

following hypothesis was formed:

Ho3z: There is no relationship between time horizon and women'’s perceptions of successful

financial retirement planning.

Ha3 There is a relationship between time horizon and women’s perceptions of successful

financial retirement planning.
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3.6.4 Values

Individual’'s values can be described as the desirable goals that vary in importance and aim
to guide people’s lives (Giraldi & Ikeda, 2008:186). According to Wang & Shultz (2010:172)
values play a key role in an individual's goal aspirations on how to live based on what is
most important in the individual’'s life. Authors believe that an individual's values can be a
good predictor of their attitudes and decisions (Giraldi & lkeda, 2008; Gandal, Roccas, Sagiv
& Wrzesniewski, 2005). Individual's values may vary andiestend to be influenced by their
family and upbringing (Jefremovas, 2000). However, it is important to note that values vary
in importance across nations, social and cultural groups (Bobowik, Van Oudenhoven,

Basabe, Telletxea & Paez, 2011).

Values can play an important role in determining an individual’'s behaviour and may thus
influence their choices (Giraldi & lkeda, 2008:173). Moreover, values influence individual's
goals (Giraldi & lkeda, 2008) and their financial retirement goals which ultimately affect their
financial retirement planning process (Stawski, Hershey & Jacobs-Lawson, 2007). For
example, some individuals may or may not value being financially independent during
retirement which may result in them placing little or no emphasis on the importance of

financial retirement planning.

Many women are still under the notion that financial retirement planning falls within the male
domain (Jacobs-Lawson, Hershey & Neukam, 2004) and rely on receiving income from their
spouses or family once they have reached retirement (Quick & Moen, 1998:44). This may
be one of the reasons some women are unable and unwilling to plan for financial retirement

adequately.

Based on the above, it is evident that an individual's values can influence women'’s
perceptions of successful financial retirement planning. For the purpose of this study, values
will referto women’s personal, family, religious, ethical as well as cultural values which guide
and influence the manner in which they take part in the financial retirement planning

process. Thus, the following hypothesis was formed:

Ho4: There is no relationship between values and women’s perceptions of successful

financial retirement planning.
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Ha4 There is a relationship between values and women’s perceptions of successful financial

retirement planning.

3.6.5 Attitudes

Attitudes can be defined as an individual's "behaviour pattern, anticipatory set or tendency,
predisposition to specific adjustment to designated social situations, or more simply, a
conditioned response to social stimuli” (LaPiere, 1934. 230). Marcus (2011) suggests that
attitudes formed are a direct result of experiences, and an individual’'s attitude can either

comprise of negative or positive attitudes.

An individual’'s attitude towards financial retirement planning can affect the individual's
tendency to plan. Positive attitudes towards financial retirement planning increase the
tendency of an individual to partake in financial retirement planning (Schubert et al, 1999)
but, according to Barnes-Farrell (2002:170) having a negative attitude towards financial
retirement planning can result in individuals delaying the financial retirement planning

process resulting in individuals having difficulty in accumulating sufficient retirement wealth.

Previous research suggests that women tend to adopt more negative attitudes towards
financial retirement planning (Schubert et al, 1999; Noone, 2010). Women are therefore
less likely to actively plan for financial retirement which ultimately affects women’s financial
confidence with regards to the financial retirement decision making process (Schubert et a,
1999). Women'’s lower levels of financial literacy, lower income and disrupted working life
cycle may all contribute to the tendency of women to have negative attitudes towards

financial retirement planning (Noone, 2010).

Literature also suggests that attitudes towards retirement can have a major impact on
financial retirement planning (Noone, Alpass & Stephens, 2010) and can affect an
individual’s willingness to plan for financial retirement as well as the individual's financial
retirement preparedness (Noone, Stephens & Alpass, 2009). Other researchers indicate
that individuals with a positive attitude towards retirement are more likely to partake in
successful financial retirement planning and thus will be more financial prepared for

retirement (Noone, Stephens & Alpass, 2009; Noone, 2010).

Based on the above discussion, it is evident that attitudes can have a significant influence
on women'’s perceptions of successful financial retirement planning. For  the purpose of

this study, attitudes will refer to women’s confidence and tendency to partake in financial
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retirement planning in a comfortable, positive and successful manner. Thus, the following

hypothesis was formed.

Hos: There is no relationship between attitudes and women’s perceptions of successful

financial retirement planning.

Has: There is a relationship between attitudes and women’s perceptions of successful

financial retirement planning.

3.6.6 Working life-cycle

An individual’s working-life cycle plays an important role in financial retirement planning with
income having a direct effect on retirement savings as one needs to earn income before
one can save for retirement (Jacobs-Lawson, Hershey & Neukam, 2004; Grace, Weaven &
Ross, 2010:3). Individuals also need to save for retirement during their working life-cycle in

order to finance the income shortcomings during retirement (Choi et al, 2002:3).

Despite the fact that there has been an increase in the number of women participating in
the labour force, women’s working life-cycle still remains a major concern, with women being
unable to adequately save for retirement (Jacobs-Lawson, Hershey, & Neukam, 2004) due
to awomen’s working life-cycle often being disjointed (Jacobs-Lawson, Hershey & Neukam,
2004) often because of family responsibilities (Watson & McNaughton, 2007:52). The same
is not often encountered by men, who are not usually the child bearers. Consequently, many
women are unable to continuously save for retirement. In conjunction with women'’s
disjointed retirement saving patterns, the power of compounding may result in women being

unable to accumulate sufficient retirement wealth (Egan, 1992).

According to Jacobs-Lawson, Hershey & Neukam (2004:57) income is said to be an
important variable when it comes to successful financial retirement planning, as an
individual’s financial situation has a powerful impact on the individual’'s tendency to save.
The lack of income due to a disjointed working life-cycle for women is therefore a major

concern as this may negatively affect women’s tendency to save for retirement.

An individual’s personal financial needs may change as they move through the five phases
in their life-cycle, consisting of family years, career years and pre-retirement years as well
as retirement years (Cooper & Worsham, 2009). The above mentioned changes in personal

financial needs are especially applicable to women (Adelman & Bankoff, 1990) who often

61 | Page



have disjointed working life-cycles due to personal situations such as child rearing
responsibilities and maternity leave. Many women often experience unexpected personal
situations such as getting divorced or becoming a widow (Caldwell, 2012) resulting in single
women having longer working life-cycles than married women. Moreover, a single mother
or widow may have less income which she can dedicate to saving for retirement. From the
above, it can thus be deduced that an individual's life-cycle can influence an individual's

working-life cycle and the individual’s ability to save for retirement.

Based on the above discussion, it is evident that an individual's working life-cycle can
influence women’s perceptions of successful financial retirement planning. For the purpose
of this study, working life-cycle will refer to the time spent actively working, as well as
changes women experience in their working life-cycles due to changes in their personal life-
cycles. Women need to monitor changes in their working life-cycles and adapt their

retirement investments accordingly. Thus the following hypothesis was formed:

Hos: There is no relationship between attitudes and women'’s perceptions of successful

financial retirement planning.

Ha6 There is a relationship between attitudes and women’s perceptions of successful

financial retirement planning.

3.7 Demographic variables

Over and above the factors discussed in section 3.6, women'’s financial retirement planning
could be influenced by demographic factors. Thus, this study will also test the relationship
between a number of selected demographic variables against the dependent and identified
independent variables. Based on the literature presented below, demographic variables

were selected and included in the study.

3.7.1 Age

According to Barns (2006) age plays a significant role in the financial retirement planning
process. This is supported by financial retirement planning tools such as the Ballpark
estimate, which indicates that the older the individual gets (the closer the individual gets to
retirement) the more the individual should be contributing to his/her retirement savings due
to inflation (Barns, 2006:26). Moreover, as mentioned in chapter 2, many individuals find
financial planning to be complex and thus delay the process of financial planning for
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retirement. The later the individual starts saving for retirement, the greater the contributions

will need to be made in order to generate sufficient retirement wealth.

An individual's age also plays a major role in determining which category of the life-cycle
the individual falls within, because an individual's personal financial priorities adapt and
change as they move through different stages of the life-cycle (Overton, 2010:385). For
example, when an individual is in the 30-40 year age group he/she falls within the family
years life-cycle (Doa, 2014:74). Many individuals in this category focus their finances on
their children’s educations, mortgages and bonds. Hence, it can be said that for many
individuals in this period of the life-cycle, little time and financial resources are focused on

saving for retirement.

It is thus clear that age can significantly influence the amount of financial resource needed
for retirement savings (Barns, 2006). But it is important for individuals to understand that
financial retirement planning should be considered a continuous process, which should be
continuously revised and adjusted (Tannahill, 2014). The above is particularly important for
women, as women tend to have a longer life expectancy and thus need adequate retirement
wealth to ensure the risk of longevity as addressed. As a result, the following hypotheses
was formulated:

Hoa There is no relationship between age and the independent variables as well as the
dependent variable (women’s perceptions of successful financial retirement planning).

HAa: There is a relationship between age and the independent variables as well as the

dependent variable (women’s perceptions of successful financial retirement planning).

3.7.2 Education

An individual's education can have a significant influence on financial retirement planning
with Mandell and Klein (2009) opining that the more educated the individual is the more
likely they are to plan for financial retirement. Selnow (2003:6) also states that educated
people tend to be more aware of the need to save and thus familiarise themselves with
investment options and attempt to gain more financial insight. Ultimately, education has a
positive relationship to individual's participation in financial retirement planning (Yuh &
DeVaney, 1996) with educated, financially literate individuals tending to be more inclined to
seek financial advice to ensure their financial retirement planning is successful (Lusardi,

2003:9). It appears that women tend to be less educated and thus less inclined to gain more

63 | Page



financial knowledge and insight (Rooij, Lusardi & Alessie, 2011). This can be a major factor

influencing women’s ability to accumulate sufficient retirement wealth

From the discussion above, it is evident that education can influence women'’s perceptions
with regards to planning for financial retirement. As a result of the above discussion, it
appears as if there may be a relationship between the demographic variable education and

the dependent and independent variable. The following hypotheses were thus formed:

Holx There is no relationship between education and the independent variables as well as
the dependent variable (women’s perceptions of successful financial retirement planning).
HAb: There is a relationship between education and the independent variables as well as the

dependent variable (women’s perceptions of successful financial retirement planning).

3.7.3 Ethnic group

According to Sung and Hanna (1996:18) a major economical gap still exists between black
and white individuals. Moreover, Taylor, Kochhar, Fry, Velasco and Motel (2011:1) state
that the average household wealth of white households tends to be much higher than that
of black households. The tendency for black households to have a lower average household
wealth could have a major impact on the individual's financial retirement savings

capabilities, as income needs to be earned before it can be saved for retirement purposes.

Previous research suggests that women, and in particular black, Indian and coloured
women have the lowest financial literacy rates (Lusardi, 2008; Struwig, Robers & Gordan,
2012). While according to Struwig, Robers and Gordan (2012) there is a wide difference in
financial literacy across the different provinces within South Africa, with individuals residing
in poorer provinces such as the Eastern Cape tending to have lower financial literacy rates
(Struwig, Robers & Gordan, 2012). There could be a number of reasons for this, such as
past inequalities in terms of education, as well as cultural beliefs. None the less, it is evident
that one’s ethnic group can have a significant impact on an individual’s financial retirement
planning and therefore play a significant role in determining one’s perception of successful

financial retirement planning.

Although it appears that there is a lack of retirement planning and financial literacy within
the black community, the researcher acknowledges that historically the wealth of a black
individual could be measured by other means such as livestock. In South African traditional

societies cattle is seen as a store and a generator of wealth (Doran, Low & Kemp,1979).
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Subsequently, many black individuals may not invest for retirement in a formal retirement

plan but may invest according to cultural wealth in items such as livestock.

Due to the lack of literature in the context of black wealth in South Africa the researcher was

unable to find relevant published papers. This is therefore an area for future research.

From the above, it appears that a relationship may exists between ethnic group and the

dependent and independent variable. Accordingly, the following hypotheses were formed:

Hoc There is no relationship between ethnic group and the independent variables as well
as the dependent variable (women’s perceptions of successful financial retirement

planning).

Hac: There is a relationship between ethnic group and the independent variables as well as

the dependent variable (women’s perceptions of successful financial retirement planning).

3.7.4 Marital status

Previous research (Scheresberg, Lusardi & Yakoboski, 2014; Theodos et al, 2014) suggests
that marital status plays a significant role in women’s financial literacy and their ability to
financially plan. According to Theodos et al (2014:6) married women tend to have higher
financial literacy than women who are divorced, single, separated or widowed. It was
already established in chapter 3, that financial literacy can significantly influence an
individual’s ability to accumulate sufficient retirement wealth, therefore it may be more

difficult for unmarried women to accumulate sufficient wealth for retirement.

From the above discussion it appears that a relationship may exists between the
demographic variable marital status and the independent variables, as well as the
dependent variable (women’s perceptions of successful financial retirement planning).

Accordingly, the following hypotheses were formulated:

Hod There is no relationship between marital status and the independent variables as well
as the dependent variable (women’s perceptions of successful financial retirement

planning).
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HAd: There is a relationship between marital status and the independent variables as well
as the dependent variable (women’s perceptions of successful financial retirement

planning).

3.7.5 Investment experience

Individuals who engage in investing more frequently develop a higher level of financial
sophistication (Lusardi & Mitchelli, 2007). Consequently, those individuals with greater
financial sophistication tend to have more financial knowledge about the investment options
when financially planning for retirement. According to Ng, Tay, Tan & Lim (2011) individuals
with more investment experience are more successful when financially planning for
retirement as opposed to the individuals who have no previous investment experience.
Individuals with more investment experience and financial knowledge also tend to be more

risk tolerant (Grace, Weaven & Ross, 2010).

Women tend to be less confident in making investment decisions and thus often avoid
making investment decisions (Graham, Stendardi & Myers, 2002:18) resulting in them being
less experienced and therefore lacking financial sophistication. A lack of investment
experience can have major implications on women'’s financial retirement planning process

as well as their portfolio choice.

From the discussion above, it is evident that investment experience may influence an
individual’s financial knowledge, confidence as well as portfolio allocations when financially
planning for retirement. Therefore there may exist a relationship between investment
experience and the independent variable as well as the dependent variable. Thus, the

following hypotheses were formed:

Hoe There is no relationship between investment experience and the independent variables
as well as the dependent variable (women’s perceptions of successful financial retirement

planning).
HAe: There is a relationship between investment experience and the independent variables

as well as the dependent variable (women’s perceptions of successful financial retirement

planning).
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3.8 Conclusion

From the discussions above it is clear that women’s ability to successfully save for
retirement is a major concern. In general women tend to be less financially secure during
retirement. This is largely due to the many factors which influence women’s ability to plan
successfully for financial retirement. The factors which may influence women’s financial

retirement planning were identified as well as demographic factors which may influence

women’s ability to financially plan for retirement.
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Chapter 4: Research design and methodology

41 Introduction

The following chapter presents an in-depth discussion of the research design and
methodology employed in this study. Firstly, two of the primary research paradigms will be
addressed, thereafter, the sample of the study as well as the validity and reliability of the
research instrument is discussed. Lastly, a discussion of the statistical tests used in this

study is done.
4.2 Research Design and methodology

Research design involves the art and science of planning procedures for the purpose of
conducting studies which will provide the researcher with the most valid findings (Collis &
Hussey, 2003:113). For the purpose of ensuring valid findings, comparisons and
conclusions, the selection of an appropriate research design for the study is crucial (Kumar,
2005:23). Formulating an appropriate research design will provide the researcher with a
detailed plan that will serve as a guide, and focus the research (Collis & Hussey, 2003:113).
Research design ultimately serves as a plan or blueprint of how the researcher intends to
conduct the research (Mouton & Babbie, 2001:74). Figure 4.1 provides a summary of the

research design process.
Overview of research design.
Identify research problem
Develop theoretical framework
Define research question/hypotheses
Define terms
Identify limi ations to the study
Decide methodology

Determine expected outcomes.

Figure 4.1 Overview of Research Design.
Source: (Adapted from Collis & Hussey, 2003:114)
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The research design of a study is significantly influenced by the paradigm of the research,
with the research paradigm being described as the research system of interrelated practice
and thinking, which define the overall investigation (Terre Blanche & Durrheim, 1999). The
research paradigm selected has important implications for the choice of methodology and
the methods used for collecting data (Collis & Hussey, 2003:113). Among other paradigms,
there are two primary research paradigms namely positivism (quantitative) and
phenomenological (qualitative) (Thomas, 2003). The characteristics of the two primary

research paradigms mentioned above are illustrated in the table 4.1.

Table 4.1. Characteristics of the two primary paradigms

Features of the two primary paradigms

Positivist (Quantitative) tends to: Phenomenological(Qualitative) tends
to:

* produce quantitative data * produce qualitative data

* use larger samples * use smaller samples

* be concerned with hypotheses * be concerned with generating
testing theories

* have highly specific and precise * have data which is rich and
data subjective

* have a location that is artificial * have a location that is natural

« presents a high reliability * have a validity which is high

* has a validity that is low * generalise from one setting to

* generalise from sample to another similar setting
population

Source: Collis & Hussey, 2009:62

4.2.1 Phenomenological paradigm

Phenomenology is based on the science of phenomena and a theoretical point of view,
which is concerned with the understanding of human behaviour from the participants own
situation (Collis & Hussey, 2003:53). Unlike positivism, phenomenology is highly subjective
(Collis & Hussey, 2003). Qualitative research can be rooted in a phenomenological
paradigm, which suggests that reality is socially constructed through individual or collective
definitions of the situation (Taylor & Bogdan, 1984). Qualitative research is more concerned

with understanding the social phenomenon from the actors' perspectives through
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participation in the life of those actors (Taylor & Bogdan, 1984). Within gualitative research,
the researcher is not independent of the study, thus research methods used in a
phenomenological approach consist of various interpretive technigues, which focus on
describing, translating and coming to terms with the meaning of naturally occurring
phenomena within the social world (Collis & Hussey, 2003:53). Several methods exist for
conducting qualitative research, which include, among others, case study, ethnography,

grounded theory and content analyses (Williams, 2007:67).

4.2.2. Positivistic paradigm

In contrast to the phenomenological paradigm, the positivist research paradigm involves an
inquiry into a social or a human problem, which is founded on testing theory, and made up
of variables, measured with numbers and analysed with statistical procedures in an attempt
to determine whether a predictive generalisation of the theory holds true (Cresswell,
1994:2). Positivism is based on the notion that reality is independent of us, and the main

goal is the discovery of theories, based on empirical research (Collis & Hussey, 2009:56).

The main purpose of the positivistic paradigm is to prove or disprove stated hypotheses
(Mack, 2010). Moreover, the positivistic paradigm allows the researcher to adopt the role of
an observer of an independent and established reality, thus allowing the researcher to
remain distant when conducting the research, preventing bias and values to distort the

objective views (Collis & Hussey, 2003:52).

The positivistic paradigm also refers to a quantitative, objective, scientific, experimental or
traditionalist paradigm (Collis & Hussey 2003:53). Quantitative research which is based on
positivistic paradigm is undertaken in order to answer questions about the relationships
between variables, with the aim of explaining, predicting and controlling phenomena (Leedy

& Ormrod, 2005:94).

4.2.3 Research methodology adopted in the present study

In order to determine the variables that influence women’s perceptions of successful
financial retirement planning, a positivistic (quantitative) paradigm was employed in this
study. One of the primary reasons for this choice is largely due to the data being obtained
through the use of a survey, which is encompassed with the positivist paradigm (Kumar,
2005). Secondly, a positivist paradigm was implemented in order to test the measure of

association between the variables in the study.
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The above is in contrast with phenomenological paradigm (qualitative) which deals with and
looks at the in depth qualities and understanding of phenomena, whereas in a qualitative
study the researcher is investigating what interactions exist, how these interactions take
place and why certain patterns that emerge exist (Henning, Van Rensburg and Smit , 2004).

Based on the above discussion, this study conforms to a positivism (quantitative) paradigm.

4.2.4 Variables used in this study

Determining the type of variables used in a study is an important part of the research design
process. Collis and Hussey (2003:151) suggest that a variable is an attribute of the entity
which has been chosen as the unit of analysis within a study. In this study the aggregate of
women’s perceptions of successful financial retirement planning was the chosen entity. In
addition, both qualitative and quantitative variables were used during the process of data

analysis.

Qualitative (or categorical) variables were constructed to measure non-numerical data such
as ethnicity, qualification, marital status and employment status. Quantitative (continuous)
variables were constructed from ordinal scales that were used to measure a number of
attitudes (e.g. the dependent variable ‘women’s perceptions of successful financial
retirement planning’). Quantitative (continuous) variables such as the number of years of
retirement investment experience and the age of the participants within this study are also

present in the study.

4.3 Population and sample

A population is the study object and may comprise of individuals, groups, organisations,
human products of events or the conditions to which they are exposed (Welman & Kruger,
2001:46). However, according to Thompson, Schwartz, Davis and Panacek (1996:75) it is
not possible to study an entire population, as populations tend to be too large to practically
or cost-effectively include within a study. Subsequently, a sample for the study may be

chosen.

Kumar (2005:164) opines that "Sampling is the process of selecting a few (a sample) from
a bigger group (the sample population) to become the basis of estimating or predicting the
prevalence of an unknown piece of information, situation or outcome regarding the bigger

group.” The sample of the research therefore aims to represent the main interests of the

71 | Page



research (Collis & Hussey, 2003:56). Kumar (2005:164) is also of the opinion that sampling

is advantageous in that it saves time as well as financial and human resources.

Sampling through the selection of members of the population, allows the researcher to draw
generalizable conclusions regarding the entire population (Terre Blanche & Durrheim,
1999). There are two approaches one can adopt when selecting a sampling method,
namely: probability sampling and non-probability sampling (Lombaard, Van Der Merwe,
Kele. & Mouton, 2011:10). Probability sampling is based on the assumption that all elements
within the population have an equal chance of being selected for the sample (Kelly,
2009:65). Whereas, non-probability occurs when the sample is selected in order to
represent the populations under study, but from a statistical viewpoint, the sample cannot
be said to represent the entire population (Quinlan, 2011:213). For the purpose of this study,
non-probability sampling was used, as the women selected were chosen through

convenience and snowballing sampling techniques, to be discussed below.

As far as the researcher could establish there is no available database that stores the details
of women in South Africa who are saving for financial retirement planning. It is for this reason
and due to the researcher residing in Grahamstown, studying as well as working at the local
University, that the researcher made use of convenience sampling as well as snowball

sampling techniques.

The convenience sampling technique is also referred to as opportunity sampling and
involves the selection of participants based on their availability and willingness to participate
in the study (Zikmund, 2003:380; Bickman & Rog, 2009:81). Zikmund (2003:380) further
states that convenience sampling is a quick and cost effective method that can be used to

obtain a large number of respondents.

According to Kumar (2005:179) "snowball sampling is the process of selecting a sample
using networks.” Snowball sampling involves the initial respondents providing information
which can be used to acquire new respondents, and through referrals can be used to locate

members who are rare to a population (Zikmund, 2003:384).

With the primary objective of the study being to investigate women’s perceptions of
successful financial retirement planning, the researcher targeted women older than 20 and

actively participating in some form of financial retirement planning.
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The process began with the researcher approaching female employees at organisations in
Grahamstown which would typically offer some type of pension plan, this being in line with
convenience sampling. Many of those approached were not willing to participate in this
study. The employees were encouraged to fill in the survey and requested to assist with
referral of other potential participants, this was relatively successful (thus the snowball

sampling technique was used).

Besides the respondents identified above, friends and work colleagues were also requested
to identify any suitable participants who could participant in the study. The researcher
approached in excess of 300 women, requesting that they participate. However, due to a
number of the 300 women approached being unwilling to participate in the study only 200
surveys were distributed. Of the 200 surveys distributed 107 were completed and returned,
with 6 of the completed surveys missing information therefore deemed unusable by the

researcher. This resulted in a usable sample size of 101.

As a result of the sampling design and the high rate of non-response, selection and non-
response bias are likely to impact on the findings of this study. Nonresponse bias exists
when not all individuals in the sample are willing or able to complete the survey (Couper,
2000:473). However, unless the survey is coercively administrated to the target population,
a 100 percent response rate is rarely achieved (Rogelberg & Stanton, 2007). A number of
authors (Dillman, 1978, 2000; Mouton & Babbie, 2001; Rea & Parker, 1992; Roth & BeVier,
1998) suggest that a minimum response rate of 50% is sufficient, which has been achieved

with 101 out of a possible 200 surveys being returned and useable.

Research provides the following reasons for individuals not responding: reluctance, being
too busy, not seeing the relevance of the survey and over-surveying (Baruch, 1999; Fenton-
O’Creevey, 1998; Weiner & Dalessio, 2006). The researcher found the last point particularly
applicable to this study.

Subsequently, the researcher acknowledges that the sample design and sample size
preclude the possibility of making generalizable conclusions. These key limitations
notwithstanding, the research findings presented in the following chapter demonstrate a
potentially useful way of investigating an under-researched area of inquiry in the field of

Management Studies.
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4.4 Ethical considerations

It is important that researchers have a clear understanding of what is considered right and
wrong when conducting research (Remenyi & Williams, 1998:109). According to Zikmund
et al (2010:94) it is vital that researchers practice good business ethics when conducting
research. Moreover, it is important that data collection, data processing and the use of

findings are all conducted in an ethical manner (Remenyi & Williams, 1998:109).

The current study followed the ethical guidelines outlined by Rhodes University, with ethical
clearance having been given as per appendix E. The survey (appendix B) was distributed
with a covering letter (appendix A) which provided potential participants with a brief
explanation of the background and purpose of the study. The covering letter also highlighted
that participating in this study was completely voluntary and that all data collected from the

study would remain anonymous.

45 Research methods

Research methods refer "to the various means by which data can be collected and/or
analysed” (Collis & Hussey, 2003:55). Therefore, based on the research objectives of the
study and the positivistic paradigm, the most suitable research method would be to adopt a

survey.

45.1 Surveys

A survey is a positivistic methodology, where a sample is taken from a population and
studied in order to make inferences about the population (Collis & Hussey, 2003:66). It can
be an efficient data collection method, if the researcher knows precisely what is required
and how to measure the variables of importance within the study (Sekaran, 1992:200). A
survey is a research instrument through which all respondents within the study answer the

same set of questions in a predetermined order (Bamberger, Rugh & Mabry, 2012:258).

A survey provides a quantitative distribution by posing a set of questions to the participants
within the sample (Sekaran, 1992:200). According to Sekaran (1992:202) there are three
design principles which must be considered when developing a good survey. Firstly, the
wording of the survey should be clear and understandable to the participants. Secondly, the

variables must be categorised, coded and scaled in the correct manner. The third principle
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relates to the overall design of the survey. Sekaran (1992:202) opines that the above

principles are essential, as they can minimize biases within the research.

4.6 Research measuring instrument

This study used the survey developed by Doa (2014). The survey was adapted and
employed in order to investigate women’s perceptions of successful financial retirement
planning. The reason the researcher made use of the instrument developed by Doa (2014)
was due to the similarities that exist between the two studies. Both studies being based in
the same geographical area as well as both having women'’s perceptions as the common

dependent variable.

An initial analysis of the study suggested that the survey instrument was reliable and valid
as this had already been ascertained in the study by Doa (2014). However, during the
course of the study it became evident to the researcher that the research instrument
developed by Doa (2014) was flawed. The data analysis conducted in Doa (2014) study
(especially the principle component analysis) identified many items in the instrument as
being incorrectly classified (grouped) therefore they were deemed unsuitable for this study.
Due to the researcher being of the opinion that the design of the instrument that was adopted
for this study is flawed, caution should be exercised in the interpretation of the results

presented in chapter 5.

Despite the flawed research instrument, the researcher continued with the data analysis
process, obtained relevant results and interpreted the available findings, as the above
mentioned flaws were only identified at a very late stage of the research process (data

analysis stage).

The survey used in the study was a self-administrated survey, made available via the
internet using Google survey. Electronic surveys were made available to potential
participants via email and paper surveys were also given to women whom the researcher
identified as being actively involved in financial retirement planning. One of the benefits of
a paper survey is that they are likely to reach a wider geographical region (Zikmud et al,
2010:223). However, surveys sent electronically are cost effective and tend to generate a

guicker response.
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The survey instrument used in the research was divided into several sections and was
accompanied by a covering letter (Appendix A). The survey is attached as Appendix B. The

survey consisted of the following sections:

* Section A composed of a set of questions based on the demographic variables
identified in chapter 3. Information regarding age, marital status, education, ethnicity
and retirement investment experience was obtained.

* Section B comprised of a set of questions based on investment experience.

» Section C comprised of a set of questions based on the independent variables
identified and discussed in chapter 3. These variables include: values, attitudes,

financial literacy, time horizon, risk tolerance and working life cycle.

The independent and dependent variables in this study consisted of a number of

items/questions in the survey.

Respondents within this study were required to indicate the extent of
agreement/disagreement with each question/item using the 7-point Likert-scale (ranging
from strongly disagree to strongly agree) to measure the extent to which the respondents
agreed or disagreed with each statement. The qualitative labels on the 7-point Likert scale
interval scale ranged from 1 (strongly disagree) to 7 (strongly agree). As previously
mentioned, the results of the items/questions were aggregated in order to perform data

analysis on the variables.

Because the target sample for the study was women who were above the age of 20 and
actively investing for financial retirement, the above criteria became the basis for the
qualifying questions. The qualifying question was used to ensure the primary objective of
the study was achieved, this being to determine women'’s perceptions of successful financial
retirement planning. The primary objective could only be achieved if only women, over 20,

who were actively planning for financial retirement planning participated in the study.

Section A of the survey asked the respondents to indicate their age and investment
experience. Thus, the abovementioned qualifying questions allowed for minimal amount of

response errors within the study.
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4.7 Data capturing

Once the data was collected, the researcher numbered and captured each survey on a
spreadsheet using Microsoft Excel. The capturing process ensured that if there were any
difficulties when analysing the data, the researcher could look up the specific survey and
then could rectify the irregularity. Once the data was captured in Microsoft Excel, the data

was imported into SPSS for data analysis.

4.8 Data Analysis

Data analysis can be defined as "the application of reasoning to understand the data that

have been gathered” (Zikmund et al, 2010:70). According to Collis & Hussey (2003:17)

The analysis and interpretation of research data plays a key role within a research project.
The appropriate analysis technique used depends on the research paradigm and the nature
of the information gathered (Collis & Hussey, 2003:17; Zikmund et al, 2010:70). Due to the

guantitative nature of the study the following statistical analysis was performed.

4.8.1 Descriptive statistics

In order to summarise the sample data, descriptive statistics were calculated. Descriptive
statistics enable the researcher to summarise and describe the data collected in the study
in a simple and understandable manner (Zikmund et al, 2010:413). It is used to numerically
describe sample units, phenomena and other variables through measures such as the

mean, medium, mode and standard deviation of the variables collected (Sekaran, 1992).

According to Collis and Hussey (2003:212) the mean is the arithmetic average of a
frequency distribution. The median is a "measure of tendency that is the midpoint, the value
below which half the values in the distribution fall” (Zikmund et al, 2010:418). The mode
refers to the most frequently occurring value within a frequency distribution (Collis & Hussey,
2003:215). Lastly, the standard deviation is a quantitative index of a distribution spread, and

is the square root of the variance of the distribution (Zikmund et al, 2010:420).

The descriptive analysis of key variables enabled the researcher to gain an in-depth

understanding of the selected demographic variables identified.
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4.8.2 A comparison of principle component factor analysis and exploratory

factor analysis.

Both principle component factor analysis and exploratory factor analysis are dimension
reduction techniques which use the notion that a small number of underlying variables can
replace the originally measured variables without losing information (Snook, & Gorsuch,
1989; Velicer & Jackson, 1990). In addition, Jolliffe (1973:124) suggests that the results of
a principle component factor analysis and an exploratory factor analysis are often similar or

the same.

Despite the similarities between the two techniques there are some fundamental differences
between the two (Jolliffe, 1973). Table 4.2 summarises the differences between the two

techniques.
Table 4.2: Differences between principal component analysis and exploratory factor analysis
Principle Component Factor Analysis  Exploratory Factor Analysis

Principal components account for a Factors account for common variance in

maximal amount of variance of observed

variables

Analysis decomposes correlation matrix

Ones occur on the diagonals of the

correlation matrix

Minimizes sum of squared perpendicular

distance to the component axis

Component scores are a linear
combination of the observed variables

weighted by eigenvectors

Source: (Suhr, 2005:3)

the data

Analysis decomposes adjusted

correlation matrix

Diagonals of correlation matrix adjusted

with unique factors

Estimates factors which influence

responses on observed variables

Observed variables are linear
combinations of the underlying and

unique factors

It has been suggested by a number of authors that principle component factors analysis is
the preferred and more widely used method for data reduction (Chatfield & Collins, 1980;
Jolliffe, 2002; Jolliffe, 1978). In addition,

1973; Steiger & Schonemann, Steiger and
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Schonemann (1978) suggest the following advantages of using principle component factor

analysis as opposed to exploratory factor analysis:

* Availability of accurate methods of determining the number of components to retain
and

« computation efficiency

Due to the notion that principle component factor analysis is the preferred and more widely
used data reduction method it was used in this study. A detailed discussion on principle
component factor analysis is presented in Section 4.7.4. This selection differs from the study

by Doa (2014) where an exploratory factor analysis was employed.

4.8.3 Principle component factor analysis for determining construct validity

Despite the original instrument being deemed valid and reliable by Doa (2014) and due to
Doa (2014) having performed a pilot study, the researcher did not conduct a further pilot
study. The researcher acknowledges this as a limitation of the study. It became evident to
the researcher that a number of items in the instrument were incorrectly categorized,
therefore a principle component analysis was performed as a means of identifying the valid
items in the survey and thereby determining the validity of the key underlying variables

(constructs).

As mentioned above, construct validity is used to determine whether the measuring
instrument (in this case the survey) measures what it is intended to measure. "Construct
validity occurs when a measure reliably measures and truthfully represents a unique
concept, it consists of several components including face validity, content validity, criterion
validity, convergent validity, and discriminant validity” (Zilmund et al, 2010:308). In this
study, construct validity was determined through the use of a principle component factor

analysis.

The goal of a principle component factor analysis is to compress the data set by extracting
only the reliable data, this allows for easier interpretation of the data set (Abdi & Williams,
2010:3). The principle component factor analysis therefore enabled the researcher to
determine which extracted factors had a relevant, valid association with each of the
dependent and independent variables. The principle component factor analysis was
performed on each set of variables based on the items (questions) in which they were

originally grouped in the measuring instrument (survey).
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Following the principle component approach, valid factors were extracted based on their
eigenvalues. An eigenvalue represents numbers and vectors associated with square
matrices. Together they provide the eigen-decomposition of a matrix which analyses the
structure of this matrix (Abdi, 2007:1). Factors are valid if the extracted factor has an
eigenvalue of 1 and above (Fabrigar, Wegener, MacCallum, and Strahan, 1999), therefore
factors with values below 1 were excluded from further analysis. Once the factors
associated with each independent and dependent variable were extracted (based on their
eigenvalues), the researcher was able to evaluate how each item associated with that

specific variable loaded.

Factor loading is important for interpreting principle components factor analysis with
Zikmund et al (2010:594) indicating that factor loading illustrates how strongly a measured
variable is correlated with a factor within the study. In this study, a value of 0.5 was used as
the cut-off point, which is an acceptable value according to Williams, Brown & Onsman
(2010:5). Items which did not load highly with the extracted factors were excluded from
further analysis within this study. Items with loadings greater than 0.5 that loaded onto a
factor were considered significant within this study. In addition, extracted factors which
loaded with two or less items were eliminated from this study due to the notion that a factor

with fewer than three items is considered statistically weak (Osborne & Costello, 2004).

4.8.4 Cronbach's alpha coefficient for measuring reliability

The measuring of the internal consistency or reliability of the extracted factors within this
study was done by calculating Cronbach’s alpha coefficients. Due to some items being
deemed invalid through the use of principle component factor analysis only the remaining

valid, relevant, loaded factors were tested for reliability using Cronbach alpha.

Reliability is one of the components which is concerned with the credibility of the research
findings (Collis & Hussey, 2003:58). According to Sekaran (1992:173) "the reliability of a
measure indicates the stability and consistency with which the instrument is measuring the
concept and helps assess the ‘goodness’ of a measure”. Reliability aims to ensure that
should the research be repeated, the same findings should be obtained (Collis & Hussey,
2003:58).

Sekaran (1992:174) states that the Cronbach’s alpha test is the most popular test for
consistency and reliability. According to Zikmund et al (2010:306) coefficients between 0.80
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and 0.95 are considered to have very good reliability, whereas coefficients between 0.70
and 0.80 are considered to have good reliability. Moreover, values between 0.50 and 0.60
are considered adequate levels of reliability, while scores below 0.50 are considered to have
poor levels of internal reliability (Sekaran, 1992). In line with these researchers, a Cronbach

Alpha of 0.7 will be deemed reliable for this study.

From this point, the factors which were identified as having reliable, relevant, valid
association to women'’s perceptions of successful retirement planning are the new revised
independent variables in this study. The revised variables make up the revised hypothesis

model which becomes the basis for all statistical tests that follow.

4.8.5 Ordinal logistic regression analysis to determine relationships between
independent and dependent variables

Two ordinal logistic regression analyses were used to determine the relationship between
the revised key independent variables and the dependent variable in this study. The first
ordinal logistic regression analysis evaluated the relationship between the independent
variables and the dependent variable without taking into account and controlling for a
selected group of demographic variables (age, ethnicity, marital status, employment status

and education).

The second set of ordinal logistic regressions were based on an expanded model which
also controlled for a number of socio-economic and demographic variables. This enabled
the researcher to determine whether or not the selected demographic variables influenced

the association between the key independent variables and the dependent variable.

A regression analysis refers to an "analysis of association in which the effects of two or more
independent variables on a single, interval-scale dependent variable are investigated
simultaneously” (Zikmund et al, 2010:584). A regression analysis is thus a method used to
determine the influence that each independent variable has on the dependent variable in
the study (Cooper & Schindler, 2007:575) and is therefore used to determine which
variables within in a large set of variables exert most influence on other variables (Rubin,
2009:231). Ordinal logistic regression is an appropriate model to employ when ordinal
outcome variables are used (Hosmer, Lemeshow, Sturdivant, 2013). The primary goal of

the ordinal logistic regression is to find the most fitting, yet biological reasonable model to
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describe the relationship between a dependent and a set of independent variables (Hosmer

etal, .2013:1).

Due to the ordinal nature of the key variables in the study an ordinal logistic regression
model was employed. For ordinal regression to be performed the items loading with the key
variables were aggregated such that the ordinality of the key variables was maintained. This

aggregation was achieved by taking the mean of the sub-items in the study.

4.8.6 Pearson's product moment correlation coefficient

In addition to ordinal regression, the Pearson product moment correlation coefficient was
used to identify the bi-variate associations between the variables of interest. "Pearson’s
product moment correlation coefficient (r) is a pragmatic technique which gives a measure
of the strength of association between two variables” (Collis & Hussey, 2003:236) therefore
determines the degree to which two variables are proportional, or linearly related to one
another (StatSoft, 2007). Pearson’s correlation coefficient is used to measure the direction,
the strength, as well as the significance of the bivariate relationships between variables

within a study (Parasuraman, Grewal & Krishnan, 2004:269).

The relationship between variables is determined by assessing the correlation coefficient,
which is represented as a number between -1.0 and +1.0 (StatSoft, 2007). A positive
coefficient indicates that the variables increase and decrease together (Jackson 2011:159)
while a negative coefficient indicates that the variables move in opposite directions. The
larger the positive magnitude the stronger the relationship between the two variables in
guestion (Jackson 2011:159). According to Cooper and Schindler (2008:493) the magnitude
can be defined as the degree to which two variables move in unison or in the opposite
direction to one another. The relationship between the variables is usually strong if their
association measure is larger than 0.8, moderate if the association measure is between 0.4

and 0.8, and weak if the association measure is below 0.4 (StatSoft, 2007).

In addition to calculating the correlation coefficient, it is also important to determine the
coefficient of determination (r2) which illustrates the proportion of the variation that the two

variables have in common (Jackson, 2011:161).
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49 Summary

This chapter outlined the research methodology adopted in the study. The chapter
discussed the positivistic paradigm as well as the population and samples used for the
study. Thereafter the research methods and research instruments were discussed. Finally,

the data collection and analysis process was presented.

In order to obtain the participants in the study, convenience and snowballing techniques
were determined to be most suitable. In addition, statistical tests namely: principle
component factor analyses; Cronbach’s alpha coefficient; ordinal logit regression analyses
and Pearson’s product moment correlation coefficient were then addressed. The results of

the statistical tests identified and employed in the study are discussed in detail in chapter 5.
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Chapter 5: Empirical Results

51 Introduction

Chapter four discussed the methods to be used for data collection. Once the data was
collected from participants, a number of statistical analysis tools were identified and used to
test the data so that results could be obtained. Chapter five thus focuses on the results of

the various statistical tests conducted.

In this chapter a summary of the descriptive statistics and demographic information is
provided. Thereafter, results of the validity and reliability tests (principle component analysis
and Cronbach alpha coefficient) will be discussed. In order to extract factors for the variables
within the study a principle component factor analysis was employed. Finally, two sets of
ordinal logit regressions were estimated to determine the correlation and direction of the

relationships between the independent variables and the dependent variable.

All of the above analysis was implemented in order to achieve the purpose of the study,
which is to investigate the factors which influence women’s perceptions of successful

financial retirement planning.

5.2 Descriptive statistics based on the background of the
participants

In an attempt to describe the sample data in the study, descriptive statistics were calculated
(Table 5.1). The descriptive statistics entailed calculating the frequency and mean of the
sample data. Data pertaining to participants’ backgrounds was collected in section A and B
of the survey. Section A comprised of several questions relating to the demographics of the
individual. Section B on the other hand comprised of questions relating to the individual’'s

level of engagement in financial retirement planning.

5.2.1 Demographic information pertaining to the participants

The majority of individuals who participated in the study were between the ages of 30 and
39 years (30.7%) with 26.7% of the respondents between the ages of 40 and 49 years.
Thereafter, 25.7% of the respondents were between the ages of 20 and 29 years of age,
with a small group of participants between the ages of 50 and 59 years (14.9%). Only 2%

were older than 60 years with no participants being below the age of 20.
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The majority of participants in the study were white (72.3%), followed by 17.8% of the
participants being black, while a small group of participants were coloured (7.9%) and Indian
(2%). Most participants were married (62.4%), followed by those that were single (22.8%),
a small group were in a partnership (9.9%), divorced (4%) and widowed (1%). No separated

individuals (0%) participated in the study.

With regards to highest qualification obtained, the largest portion of the participants had
grade 12 certificates (30.7%). This modal group was closely followed by participants who
had post graduate degrees (27.7%), bachelor's degrees (23.8%), those with diplomas
(15.8%) and individuals who had other qualifications (2%).

Most of the participants were employed full time (89.1%) followed by a small group of
participants who were homemakers (4%), unemployed (3%), worked part time (3%) and

students (1%).
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Table 5.1: Descriptive statistics of demographic information

Age of Participants

Frequency
>20 years 0
20-29 years 26
30-39 years 31
40-49 years 27
50-59 years 15
>60 years 2
Total 101

Ethnic background of Participants

Frequency
White 73
Black 18
Asian 0
Coloured 8
Indian
Other
Total 101
Marital status of Participants
Frequency
Single 23
Partnership 10
Married 63
Separated 0
Divorced 4
Widowed 1
Total 101
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25.7
30.7
26.7
14.9
2.0
100.0

Percent
72.3
17.8

7.9
2.0

100.0

Percent
22.8
9.9
62.4

4.0
1.0
100.0



Highest qualification

Frequency Percent
Grade 12 31 30.7
Diploma 16 15.8
Bachelor's Degree 24 23.8
Post Graduate Degree 28 27.7
Other 2 2.0
Total 101 100

Current employment status

Frequency Percent
Full Time 90 89.1
Part Time 3 3.0
Homemaker 4 4.0
Unemployed 3 3.0
Student 1 1.0
Other 0 0
Total 101 100.0

5.2.2 Levels of personal involvement and experience in retirement planning
pertaining to the participants

With regards to personal involvement in retirement planning, more than half the participants
(54.5%) made use of a professional when taking part in retirement planning. Thereafter,
approximately a quarter of the participants (24.8%) preferred to make retirement investment
decisions by themselves. A lesser number of participants (18.8%) consulted with friends or
partners when making retirement investment decisions and lastly, a minimal number of

participants (2%) made use of an investment club. These findings can be seen in Table 5.2.
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Table 5.2: Personal involvement in investment planning

Involvement in investment planning

Frequency Percent
| make retirement decisions myself 25 24.8
| make retirement decisions through an investment club 2 2.0
| make retirement decisions with the help of a professional 55 54.5
| make retirement decisions with the help of my friend/partner 19 18.8
Total 101 100.0

Source: Researcher's own construction

As can be seen in Table 5.3, a significant number of participants had more than 10 year’s
retirement investment experience (35.6%), followed by participants with 1 to 5 years
retirement investment experience (21.8%). A small group indicated that they had 6 to 10
years’ experience (17.8%), and those with no experience amounted to 13.9%. Lastly, less
than one year’s experience was indicated by 10.9% of participants. Individuals who have
only made use of a financial advisor may have no personal retirement investment

experience.
Table 5.3: Retirement investment experience

Retirement investment experience

Frequency Percent

No Experience 14 139
<1 year experience n 10.9
1-5 years experience 22 21.8
6-10 years experience 18 17.8
> More than 10 years 36 35.6
experience

Total 101 100.0

Source: Researcher's own construction
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5.2.3 Participation in financial retirement planning

The following section provides a summary of the problems respondents encountered while
engaging in financial retirement planning. In addition, a summary of the resources that
participants used to make financial retirement investment decisions will be discussed. Lastly

the time horizon of the participants’ retirement investments will be analysed.

5.2.3.1 Problems experienced while investing for retirement.

The results in Table 5.4 indicate that the majority of the participants (67.3%) had difficulty
planning for retirement due to limited financial resources. Thus, the majority of the
participants struggled to invest for retirement as they had insufficient financial resources to
do so. In addition, a large group of the participants (51.5%) had difficulty investing for
retirement as they believed they had limited investment knowledge. Fear of making
retirement decisions (46.5%) was another major contributing factor that individuals faced

when planning to invest for retirement.

A small group of participants (13.9%) indicated that they had problems finding the answer
and getting help when it came to investing for retirement. A few participants (5.9%) indicated
that the volatility of financial markets and economic cycles was a problem they faced when
investing for retirement. Lastly, several participants (1.98%) indicated that they have

experienced no problems while planning for retirement.
Table 5.4: Problems faced while investing for retirement

Problem's faced while Planning for Financial Retirement Planning

Frequency Percent
Limited financial resources 68 67.3
Limited investment knowledge 52 51.5
Finding the answer/getting information and help 14 13.9
Fear of making retirement decisions 47 46.5
Volatility of financial markets and economic cycles 6 5.9
Other (None) 2 1.98

Source: Researcher's own construction

5.2.3.2 Media source from which financial information was obtained.

Table 5.5 indicates that the majority of participants (86.1%) made use of an investment

professional when making retirement investment decisions. In addition, a fairly large group
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of participants (47.5%) received help from family, friends or partners when investing for
retirement. Use was also made of internet websites (30.7%) when investing for retirement.
While few participants indicated that they made use of television (5.9%) and seminars, with
conferences and workshops only being used by 4.9% of participants. Lastly participants did
not indicate (0%) any other media sources from which they had obtained retirement

investment information.
Table 5.5: Media source from which financial information was obtained

Media source

Frequency Percent
Television 6 5.9
Internet websites 31 30.7
Financial news/magazines 18 17.8
Seminars, conferences and workshops 5 4.9
From partner/friend/family 48 475
From an investment professional 87 86.1
Other 0 0

Source: Researcher's own construction
5.2.3.3 Time horizon

With regards to time horizon (Table 5.6), the majority of the participants (65.4%) had
retirement investments which had a time horizon of more than 10 years. A small group of
participants held retirement investments with the time horizon of 6 to 10 years (17.8%) and

1to 5 years time horizon was indicated by 16.8% of the participants.

Table 5.6: Time horizon of investment

Time horizon

Frequency Percent
1- S5 years 17 16.8
6-10 years 18 17.8
> 10 years 66 65.4
Total 101 100.0

Source: Researcher’s own construction
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5.3 Results of reliability and construct validity

The following section will discuss the results of the principle component factors analysis
(used for determining construct validity) and the Cronbach alpha coefficient (used to

measure reliability).

5.3.1 Principal component factor analysis for determining construct validity

The following section will explain how the results of the principle component analysis were
used to construct the independent and dependent variables based on the extraction of
factors from each group of items (based on Doa’s (2014) instrument) in the survey. The

construction of each variable is discussed separately.
Values:

The independent variable "values” consisted of six items (Table 5.7) in the survey. Of the
six items for values, only two factors were identified and extracted as they had eigenvalues
greater than 1 (this value was discussed in chapter 4). The eigenvalues can be seen in
Table 5.7. The remaining four factors associated with values did not have eigenvalues
greaterthan 1 and were thus excluded from further analysis in this study, and were excluded
from Table 5.7. Figure 5.1 confirms this finding. As can be seen in Table 5.7 the underlying
factors identified for the independent variable "values” cumulatively explain 62.706% of the
variance in the data. However, the first extracted factor explains more of the variance
(34.032%) than that of the second extracted factor (31.032%).

Based on the highlighted values in Table 5.7, it can be seen that the first factor has a high
loading on the following items: religious, ethical and align with personal values. While factor

two shows a high loading on: personal, family values and investment importance.

The Cronbach Alpha values for Factor 1 (0.910) and Factor 2 (0.932), indicate a high level
of internal consistency. Recall from chapter 4 that the Cronbach’s Alpha of a factor must

exceed 0.7 to be deemed reliable.

Factor 1 will be referred to as cultural values and factor 2 will be referred to as personal
values. A detailed definition of the extracted factors will be provided once factors are

extracted for all of the key variables in the study.
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Table 5.7: Summary of Principle Component Analysis of Values

Cumulative % of Variance: 62.706

Number
of Items
1
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Items

My personal values often
guide me when investing
for retirement

My family values often
guide me when investing
for retirement

My religious values often
guide me when investment
for retirement

My ethical values often
guide me when investing
for retirement

| only make retirement
investments that are
aligned with my personal
values

Making retirement

investments is important

Factor 1
Eigenvalue: 2.367
% of Variance: 34.032

Cronbach’s Alpha: 0.910

Factor Loading

.335

.042

.790

.869

.735

-.093

Factor 2

Eigenvalue: 1.537

% of Variance: 31.032
Cronbach’s Alpha:
0.932

Factor loading

.694

.833

-.169

.097

.347

727



Source: Researcher’'s own construction

Figure 5.1: Scree Plot of Values

Attitudes

The independent variable "attitudes” comprised of eight items from the survey. As can be
seen in Table 5.8, from the eight items used to measure "attitudes”, two factors were
identified and extracted as they had eigenvalues greater than 1. Factor 1 had an eigenvalue
of 3.792 and factor 2 had an eigenvalue of 1.225. The remaining six factors were excluded
from the study due to their associated eigenvalues being less than 1 This can be confirmed

in Figure 5.2.

From a review of Table 5.8 it can be seen that the two underlying factors which were
extracted from the independent variable "attitudes”, explain 65.064% of the variance
associated in the data. However, the first factor extracted from the independent variable
"attitudes”, accounts for roughly twice the variance (43.198%) compared to that of the

second factor which accounts for less variance (19.508%).

Most of the items used to measure attitudes load highly with factor 1. This is seen when
reviewing the factor loadings in Table 5.8, where the strong positive associations have been
highlighted. The items which did not load highly with the extracted factors were excluded

from further analysis in the study.
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The first extracted factor (factor 1) has high positive loadings with the following items:
comfort, confidence, easy decisions, like investment, and risks. The second extracted factor
(factor 2) has high loading with: returns on wealth and early investment. Despite the
Cronbach Alpha of factor 2 (0.927) being reliable, factor 2 was excluded from further
analysis due to the factor only loading with two items. Moreover, the large difference in
eigenvalues between factors 1 and 2 suggests a single factor loading from these eight items
(i.e. note the steep drop in the scree plot between factors in diagram 5.2). Lastly, the
Cronbach Alpha for affective attitudes (0.932) in Table 5.8 suggests strong internal

consistency.

Factor 1 will be referred to as affective attitudes.

Table 5.8: Summary of Principle Component Analysis of Attitudes

Cumulative % of Variance: 65.064

Item Question

1 | am comfortable making
retirement decisions

2 I am confident making
retirement decisions

3 | can create retirement
wealth through investing

4 | find it easy making
retirement decisions

5 I like making retirement
investments

6 Women make better

investment decisions than

men
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Factor 1

Eigenvalue: 3.792

% of Variance: 43.198
Cronbach’s Alpha: 0.932
Factor Loading

.825

.880

.228

.820

.762

412

Factor 2

Eigenvalue: 1.225

% of Variance: 19.508
Cronbach’s Alpha:o.927
Factor loading

.244

134

.686

.250

.296

342



7 I like to take risks when 124 -.230
investing for retirement

8 It is necessary to start -.018 .832
investing for
retirement as early as
possible

Source: Researcher's own construction

Figure 5.2: Scree Plot of Attitudes
Time horizon

The results of the principle component factor analysis (Table 5.9) show that from the eight
items that were intended to measure the independent variable "time horizon”, three factors
loaded with eigenvalues larger than 1, and were therefore retained. Consequently, the
remaining five factors found for the independent variable "time horizon” were excluded from
further analysis in this study as their eigenvalues were less than 1. This can be confirmed

by reviewing Scree plot 3 (Figure 5.3).

The three factors which were extracted form "time horizon” cumulatively explain 68.532%
of the variance associated with the data. However, the first extracted factor marginally

explains more (25.102%) of the variance compared to factor 2 (22.024%) and factor 3
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(21.406%). The fact that three factors were identified for the independent variable "time

horizon” can be confirmed by diagram 5.3.

The first extracted factor (factor 1) has high positive loading on the following items:
retirement investments greater than 10 years, the retirement investment vehicle chosen,
and the influence of retirement goals on time horizon. The Cronbach alpha of the first factor

indicates that the factor was reliable (0.923).

The second extracted factor (factor 2) has high positive loadings on the following items:
financial retirement investments which are less than 5 years, financial retirement
investments which are less than 10 years and the ease of which retirement investments can
be converted into cash. The Cronbach alpha of the second factor indicates that the factor

was reliable (0.936).

The third extracted factor (factor 3) has a high positive loading on the following items:
knowing the time horizon of one’s financial retirement investment and reducing the risk of
retirement investments the closer one gets to retirement. Even though the factor was
deemed reliable (with a Cronbach’s alpha of 0.908), factor 3 was excluded from further
analysis as it loaded with only two items and, as demonstrated in the scree plot, a two factor

solution seems more appropriate.

Factor 1 will be referred to time horizon knowledge and factor 2 will be referred to as time

horizon consideration.
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Table 5.9: Summary of Principle Component Analysis of Time Horizon

Cumulative % of Variance: 68.532  Factor 1 Factor 2 Factor 3
Eigenvalue: 2.416 Eigenvalue: 2.043 Eigenvalue: 1.023
% of Variance: % of Variance: % of Variance:
25.102 22.024 21.406
Cronbach’s Cronbach’s Alpha:  Cronbach’s
Alpha: 0.923 0.936 Alpha: 0.908

Iltem Question Factor Loading Factor Loading Factor Loading

1 | prefer to make retirement -.156 .823 -.154

investments with the time
horizon (Length) of less than
5 years
2 | prefer to make retirement =221 751 234
investments with the time
horizon (length) less than 10
years
3 | prefer to make retirement 714 -.345 .290
investments with the time
horizon (length) of more than
10 years
4 | consider the time horizon .844 037 152
(length) of investment
vehicles when investing for
retirement
5 | consider my retirement .814 -.044 -.068
goals when choosing the
time horizon (length) *
6 | consider the ease with 162 .603 267
which | can covert my
retirement investment into
cash when choosing the time
horizon (length) of my
retirement investment
7 I know the time horizon 155 .036 .856
(length) of each of my
retirement investments
8 The closer | get to retirement  .038 184 847
the less risky my investment
will be
Source: Researcher's own construction
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Figure 5.3: Scree Plot of Time Horizon

Working life cycle

As can be seen in Table 5.10 the independent variable "working life-cycle” comprised of five
items with two factors being identified and extracted. Factor 1 had an eigenvalue of 1.971
and factor 2 had an eigenvalue of 1.192. The remaining factors which had eigenvalues
below 1 were excluded from the further analysis in this study. This can be confirmed by

reviewing Figure 5.4.

Based on Table 5.10, it can be seen that factor 1 and 2 explain 63.252% of the variance
associated with the data, with factor 1 explaining a slightly higher variance associated with

the data (32.375%) compared to factor 2 (30.876%).

Factor 1 has a high loading on the following items: retirement goals changing as one moves
through different life-cycles, the influence of age on retirement goals, and women’s tendency

to have disjointed working life-cycles due to family responsibilities.

Factor 2 has a high loading on the following items: income influencing how one invests for

retirement and the influence of income on how much one can save for retirement.
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The results of the Cronbach alpha in table 5.10 reveals that both working life cycle 1 (0.908)
and working life cycle 2 (0.917) were reliable. Despite both factors being reliable, both
factors were excluded from further analysis as the factors did not load highly. That is, they
did not load with 3 or more items. This outcome is not surprising to the researcher
considering the items were originally constructed for the independent variable "working life
cycle”. This is, moreover, an example of how the design of the survey instrument and the

small sample size have impacted on the research results.

Table 5.10: Summary of Principle Component Analysis of Working Life-Cycle

Cumulative % of Variance: Factor 1 Factor 2
63.252 Eigenvalue: 1.971 Eigenvalue:1.192
% of Variance: 32.375 % of Variance: 30.876

Cronbach’s Alpha: 0.908 Cronbach’s Alpha: 0.917

Iltem Question Factor Loading Factor loading

1 My retirement needs 811 .282
change as | move through
the different stages of my
life

2 Different age groups have .866 -.134
different retirement goals

3 My income influences how .236 761
I invest for retirement

4 My income influences how -.008 .894
much | can investment for
retirement

5 Women tend to have .394 .260
disjointed working careers
due to family
responsibilities

Source: Researcher’s own construction
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Figure 5.4: Scree Plot of Working Life Cycle

Risk Tolerance

As can be seen in Table 5.11 the independent variable "risk tolerance” comprised of six
items. One factor, with an eigenvalue of 3.754, was identified and extracted (see Table
5.11). Figure 5.5 confirms the finding that a set of questions attempting to measure risk

tolerance yielded a single factor loading.

As can be seen in Table 5.11 the underlying factor extracted from the independent variable
"risk tolerance” explains 62.572% of the variance associated with the data. It can also be
seen that the factor extracted from the independent variable "risk tolerance” loads highly
with all the items associated with risk tolerance. Thus, factor 1 has a high loading with the
following items: being aware of the different types of financial risks associated with
retirement, being aware that risk and return are positively correlated, being aware of one’s
retirement investment risks, being aware that one needs to take more retirement investment
risks in order to gain a higher return, considering the financial risks when choosing the time
horizon of investments and considering the return when choosing the time horizon of one’s

retirement investments.

Due to all items loading highly with the factor extracted from the risk tolerance no items were
excluded further analysis. Since there was only one factor extracted from the independent
100 | Page



variable risk tolerance and all items loading highly with the extracted factor, the name for

the extracted factor will remain unchanged. Thus the factor extracted will be referred to as

risk tolerance.

Lastly, in conjunction with the results of the Cronbach alpha in Table 5.11 (0.922), the

measuring instrument for the risk tolerance was deemed reliable.

Table 5.11: Summary of Principle Component Analysis of Risk Tolerance

Cumulative % of Variance: 62.572

Item

Question

| am aware of the different types of financial risks
associated with retirement investments (ie.
Market risks)

| am aware that risk and return are positively
correlated. In other words, the higher the risk the
higher the return

| am aware of my retirement investment risk (risk
related to each of my retirement investment
vehicles)

| am aware that | need to take more retirement
investment risks if | want a higher return

| consider the financial risks when choosing the
time horizon (length) of my investments

| consider the returns when choosing the time

horizon (length) of my retirement investments

Source: Researcher’s own Construction
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Factor 1

Eigenvalue: 3.754

% of Variance: 62.572
Cronbach’s Alpha: .922
Factor Loading

771

.897

.926

799

762

529



Figure 5.5: Scree Plot of Risk Tolerance

Financial literacy

As can be seen from Table 5.12 the independent variable "financial literacy” comprised of
seven items. Of these seven items measuring financial literacy, one factor was identified
and extracted. This factor (factor 1) had an eigenvalue greater of 4.331 and can be

confirmed by reviewing Figure 5.6.

The extracted factor explains (61.875%) of the variance associated with the data (Table
5.12). As can be seen in Table 5.12, the factor extracted from the construct "financial

literacy” loads highly with all the items associated with the construct "financial literacy”.

Table 5.12, also shows factor 1 as loading highly with the following items: having knowledge
about different retirement investments, knowledge about time horizon of different retirement
investments, knowing who to get assistance from, knowing the cost implications of
retirement investments, gathering retirement vehicle information, basing retirement

decisions on retirement knowledge and basing retirement decisions on past experience.
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Due to factor 1 loading highly with all the items associated with the independent variable
financial literacy, all items were included in further analysis of this study. Furthermore, the

factor name remained unchanged.

Lastly, the results of the Cronbach Alpha for financial literacy in Table 5.12 revealed that the

factor was reliable (0.932).
Table 5.12: Summary of Principle Component Analysis of Financial literacy

Cumulative % of Variance: 61.875 Factor 1
Eigenvalue: 4.331
% of Variance: 61.875
Cronbach’s Alpha: .932

Item Question Factor Loading

1 | have knowledge about different retirement .876
investment opportunities

2 | have knowledge about the time horizon (length) .856
of different retirement investment vehicles

3 | know who will be able to assist me when making .544
retirement decisions

4 | know the cost implications (ie tax or fee payable) .798
of different retirement investment
vehicles/opportunities

5 | gather information regarding retirement .760
investment vehicles/opportunities

6 My retirement investment decisions are based on  .864
retirement knowledge

7 My financial retirement decisions are based on 757
past investment experiences

Source: Researcher’s own construction
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Figure 5.6: Scree Plot of Financial Literacy

Women'’s perception of successful financial retirement planning

Table 5.13 shows that the set of items measuring "women’s perceptions of successful
financial retirement planning” is comprised of seven questions. From these seven items,
one factor was identified and extracted (Table 5.13) as the eigenvalue associated with the

extracted factor is greater than 1.

Factor 1 had an eigenvalue of 5.190 while the remaining 6 factors had eigenvalues of below
1 and were thus excluded from further analysis in this study. This can be confirmed by

reviewing figure 5.7.

The factor (factor 1) extracted from the dependent variable "women’s perceptions of
successful financial retirement planning” explains 74.150% of the variances associated with

the data (Table 5.13). Thus, sufficient evidence of validity was found.

As a result of one factor being extracted and all items loading highly with the extracted

factor, the factor name will remain unchanged.

Lastly, in conjunction with the results of the Cronbach alpha for women’s perceptions of
successful financial retirement planning (0.930) in Table 5.13, the measuring instrument for

women'’s perceptions of successful financial retirement planning was deemed reliable.
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Table 5.13: Summary of Principle Component Analysis of Women’s Perceptions of Successful

Financial Literacy

Cumulative % of Variance: 74.150

Item

7

Question

| am satisfied with the growth of my retirement
investments

| am satisfied with the income | will receive from my
retirement investments

The growth of my retirement investment will exceed
inflation ( the general increase in the price of goods)
The returns/income from my retirement investments will
give me financial independence

I am in control of my retirement matters because | have
invested for retirement

| am able to plan for my future retirement needs though
engaging in investment planning

| am able to achieve my retirement goals by investing

Source: Researcher’s own construction
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Factor 1

Eigenvalue: 5.190

% of Variance: 74.150
Cronbach’s Alpha: .930

Factor Loading

.850

.876

.815

.898

.898

872

.804



Figure 5.7: Scree Plot of Womens Perceptions of Successful Financial Retirement Planning

5.4 Revised definitions, Hypothesis Model and Hypothesis

From this point on the factors found to have an association with the dependent variable
(women’s perceptions of successful financial retirement planning) will be referred to as
independent variables. As a result of the principle component factor analysis the definitions
of the variables in this study were reformulated. The reformulated variables will be defined

in line with the items with which they loaded (Table 5.14).
Table 5.14: Reformulated definitions of independent and dependent variables

Variables Revised Definition

Affective attitudes FoOr the purpose of this study, affective attitudes is referred to as women’s
confidence and tendency to partake in financial retirement planning in a
comfortable, positive and successful manner as well as awomen'’s confidence
with taking investment risks.

Cultural values For the purpose of this study, cultural values is referred to as women’s
religious, ethical and personal values which guide and influence the manner
in which they take part in the financial retirement planning process.
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Personal values

Time horizon

knowledge

Time horizon

Consideration

Risk tolerance

Financial literacy

Women’s
Perceptions of
Successful
Financial
Retirement

Planning

For the purpose of this study, personal values is referred to as women’s
personal, family and investment values which guide and influence the manner
in which they take part in the financial retirement planning process.

For the purpose of this study, time horizon knowledge is referred to as the
knowledge and preference women have of the time horizon (length) of their
retirement investment, the understanding of the time horizon of retirement
vehicles and the understanding of how time horizon can influence retirement
goals.

For the purpose of this study, time horizon consideration is referred to as the
knowledge and preference women have for the time horizon of their retirement
investments and the ease with which they can convert their retirement
investment into cash.

For the purpose of this study, risk tolerance is referred to as women's
awareness of risks and returns on their retirement investments, women’s
willingness to take on risk in their retirement investments and an
understanding ofthe positively correlated relationship between investment risk
and return.

For the purpose of this study, financial literacy is referred to as women having
the basic knowledge and understanding of the different types of investment
vehicles, having the knowledge about the different retirement options, past
investment experience, as well as knowing how or where to obtain financial
assistance and guidance when making financial retirement decisions.

For the purpose of this study, perceived successful financial retirement
planning is defined as the degree of satisfaction which women experience with
the growth, income, or profits of their retirement investment, which will enable
them to be in control of their financial affairs during retirement and enable the
individual to be financially independent during their retirement years.

The hypothesised model was also revised and the hypotheses reformulated. The revised

hypotheses and hypothesis model was subject to further statistical analysis within this study.
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Financial literacy

\ Cultural values
Personal values

Time horizon knowledge Time horizon

consideration

Affective attitudes

Figure 5.8: Revised Hypothesised Model

The reformulated hypotheses are as follows:
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* Hai: There is a relationship between financial literacy and women’s perceptions of
successful financial retirement planning.

* Ha2: There is a relationship between risk tolerance and women’s perceptions of
successful financial retirement planning.

e Ha3 There is a relationship between time horizon knowledge and women'’s
perceptions of successful financial retirement planning.

* Ha4 There is a relationship between time horizon consideration and women’s
perceptions of successful financial retirement planning.

* Ha5 There is a relationship between personal values and women’s perceptions of
successful financial retirement planning.

* Ha6 There is a relationship between cultural values and women’s perceptions of
successful financial retirement planning.

* Ha7 There is a relationship between affective attitudes and women’s perceptions of

successful financial retirement planning.

The revised definitions, hypothesis model and hypotheses will be used for the remaining
data analysis - that is the ordinal logit regression analysis for determining relationships

between the independent and dependent variables.

55 Multiple Regression Model

To determine the association between the independent variables (personal values, cultural
values, time horizon knowledge, time horizon consideration, financial literacy, affective
attitudes and risk tolerance) and the dependent variable (women'’s perceptions of successful

financial retirement planning) an ordinal logit regression analysis was estimated.

Two ordinal logit regression analyses were employed in this study. The first was estimated
without controlling for or taking into account the selected set of demographic variables in
this study, while the second controlled for and took into account the selected demographic
variables in this study. The purpose of this was to determine whether or not the demographic
variables in this study influenced the relationship between the independent variables and
the dependent variable. Table 5.15 shows the results of both ordinal logit regression

analyses.
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The next section will first discuss the ordinal logit regression analysis employed without
taking into account demographics. Thereafter a discussion of the results of the second
ordinal logit regression analysis taking into account demographics will be done followed by

a comparison of the two sets of results.

5.5.1 Ordinal logit regression not controlling for demographic variables

Table 5.15 shows that the R Square is 0.516 indicating that the independent variables
(personal values, cultural values, affective attitudes, time horizon knowledge, time horizon
consideration, risk tolerance and financial literacy) within the model explain 51.16% of the
variance of women’s perceptions of successful financial retirement planning without taking

into account the selected set of demographics.

According to the table personal values, affective attitudes and time horizon knowledge are
the only factors to have a significant positive linear relationship with the factor extracted from
the dependent variable (women’s perceptions of successful financial retirement planning).
The positive linear relationship can be seen by evaluating the betta and p-values. The

results of the betta and the p-values of the significant positive factors are provided below:
Personal Values: (Beta= 0.230; p=0.009)

Affective Attitudes 1. (Beta=0.437; p=0.000)

Time Horizon Knowledge: (Beta=0.343; p=0.000)

However, risk tolerance has a significant negative linear relationship with women’s

perceptions of successful financial retirement planning.
Risk tolerance: (Beta= -0.276; p=0.024)

It can also be determined from table 5.15 that no significant linear relationship exists
between the remaining independent variables namely: cultural values, time horizon
considerations and financial literacy. Subsequently, these independent variables were

excluded from further analysis in this study.
Table 5.15: Ordinal Logit Regression Analysis

Ordinal Logit Regression Not Controlling For Demographic Variables

Dependent variable: R- Squared: 0.516
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Women's perceptions of successful financial retirement planning

Variable Beta
Personal Values 0.230
Cultural Values 0.021
Affective Attitude 0.437
Time Horizon 0.343
Knowledge

Time Horizon -0.016
Preference

Financial Literacy 0.167
Risk Tolerance -0.276

Ordinal Logit Regression After Control ing For Demographic Variables

Dependent variable:

Std. Error
0.086
0.083
0.082
0.087

0.079

0.136
0.120

t-value
2.664
0.254
5.308
3.936

-0.205

1.232
-0.2292

Women's perceptions of successful financial retirement planning

Variable Beta
Personal Values 0.271
Affective Attitudes 0.509
Time Horizon 0.297
Knowledge

Risk Tolerance -0.088

Source: Researcher’s own construction
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Std. Error
0.901
0.088
0.089

0.097

t-value
2.977
5.748
3.355

-0.903

Sig (p-value)
0.009
0.800
0.000
0.000

0.838

0.221
0.024

R- Squared: 0.601

Sig (p-value)
0.004
0.000
0.001

0.369



5.5.2 Ordinal logit regression after controlling for demographic variables

In order to control for a selected group of demographics a second ordinal logit regression
was run. Women'’s perception of successful financial retirement was the dependent variable.
The independent variables consisted of personal values, affective attitude and time horizon
knowledge. The selected sets of demographic variables (age, marital status, highest
gualification and employment status) were also accounted for in the ordinal logit regression.

For details on the full specification of this model, see Appendix D.

Table 5.15 shows R Square has a value of 0.601 indicating that the significant extracted
factors and the selected demographic variables within the model explain 60.1% of the
variance of women’s perceptions of successful financial retirement planning. What is
noteworthy is that the R squared increased from 0.516 to 0.601 after controlling for the
selected set of demographics in this study. Subsequently, the variables explained more of
the variance of women’s perceptions of successful financial retirement planning after

controlling for demographics.

After controlling for demographics, personal values, affective attitudes and time horizon
knowledge were still found to have a significant linear relationship with women’s perceptions
of successful financial retirement planning. However, after controlling for a selected set of
demographics, risk tolerance no longer had a significant negative linear relationship with
women’s perceptions of successful financial retirement planning. Thus, risk tolerance was

excluded from further analyses in this study.

The results of the betta and the p-values of the significant positive factors are provided

below:
Personal Values: (Beta=0.271; p=0.004)
Affective Attitudes 1: (Beta= 0.509; p=0.000)

Time Horizon Knowledge: (Beta=0.297; p=0.001)
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5.5.3 Pearson's correlation coefficient

In order to measure the relationship between the independent variables (personal values,
affective attitudes, time horizon knowledge and women'’s perceptions of successful financial

retirement) under investigation within the study, the Pearson product moment correlation

coefficient was examined.

Table 5.16 shows the results of the Pearson’s product moment correlation coefficient, with

results showing a high number of moderate positive correlations between the variables that

were identified.

The highest positive correlation exists between women’s perceptions of successfully
financial retirement planning and affective attitudes (r=0.578) and women’s perceptions of

successful financial reinternment planning and time horizon knowledge 1 (r=0.559) with the

lowest correlation being between affective attitudes and personal values (r=0.241).

Table 5.16: Results of Pearson’s product moment correlation coefficient

Variables

Personal Values
Correlation
significates
Affective Attitude
Correlation

Significates

Time Horizon Knowledge

Correlation

Significates

Women's Perception of

Successful Financial
Retirement Planning
Correlation

Significates

Source: Researcher’s own

113 | Page

Personal

values

.241

p=.015

475

p=.000

471
p=.000

construction

Affective Time Horizon
attitude knowledge
.241 475
P=. 015 P=.000
1 .326
p=.001
.326 1
P=.001
578 .559
p=.000 p=.000

Women's perception of
successful financial

retirement planning

AT75

P=.000

.578

p=.000

.559

P=.000



5.6 Summary

Chapter 5 has dealt with the analysis of the data in the study. A number of statistical tests
were conducted in order to gain further insight into the study data. With the sample only
consisting of 101 willing participants the researcher acknowledges that this small sample
size and the sample design are likely to have influenced the results which were obtained. In
order to gain an understanding of the participants, descriptive statistics were conducted on

the background of the participants.

The data analysis consisted of determining the reliability and validity of the measuring
instrument through principal component analysis and Cronbach’s alpha coefficient. The
results of the ordinal logit regression model as well as Pearsons product moment correlation
coefficients revealed that attitudes, time horizon knowledge and personal values had
significant positive relationships with women'’s perceptions of successful financial retirement

planning.
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Chapter 6 Discussion

6.1 Introduction

Within the previous chapter the results of the study were presented. The results for chapter
5 revealed that three key independent variables had a significant positive linear relationship
with women’s perceptions of successful financial retirement planning. These being affective
attitude, personal values and time horizon knowledge. The remaining extracted factors had
no significant influence on women’s perceptions of successful financial retirement planning
in the study at hand. After reviewing the results presented in chapter 5, this chapter
focusses on the discussion of the results in conjunction with the literature in chapter 2 and

chapter 3. In addition, recommendations based on the findings will be made.

6.2 Interpretation of empirical results and recommendations

The following section provides an interpretation of the results discussed in chapter 5, in
conjunction with the literature previously discussed in chapter 2 and chapter 3. Based on
the interpretations, relevant recommendation will be made that will serve to assist women

when making financial retirement decisions.

6.2.1 Affective attitudes

The results of the study reveal that a significant positive linear relationship exists between
affective attitudes and women’s perceptions of successful financial retirement planning.
Affective attitudes can be defined as the feelings, moods, emotions and sympathetic
nervous system activity that individuals experience in relation to an attitude object (Van
Herreveld, F, Nohlen, H.U, and Schneider I.K, 2015). For example, how positive or negative

an individual’'s thoughts are in relation to financial retirement planning.

In line with the above definition of affective attitudes, and in conjunction with the questions
which loaded highly with affective attitude (the key extracted independent variable), it
appears that women who are comfortable making financial retirement decisions, who are
confident making retirement decisions, who find it easy making financial retirement
decisions, who like making financial retirement decisions, and who like taking risks when
investing for retirement tend to be satisfied with the growth and income they receive from

their retirement investments
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As discussed in chapter 3, an individual’'s attitudes towards financial retirement planning
can influence their tendency to plan for retirement. Individuals with a negative attitude
towards financial retirement planning tend to delay the financial retirement planning process
(Barnes-Farrell, 2002:170). Literature also indicates that individuals who have positive
attitudes towards financial retirement planning are more likely to partake in successful
financial retirement planning, are thus better prepared for retirement (Noone, Stephens &

Alpass, 2009; Noone, 2010).

Previous research suggests that women tend to adopt more negative attitudes towards
financial retirement planning (Noone, 2010; Schubert et al, 1999). Consequently, women’s
tendency to adopt a negative attitude towards financial retirement planning can adversely
affect their tendency to successfully plan for financial retirement, which also tends to affect
women’s confidence when planning for retirement (Schubert et al, 1999). Based on the in-
depth analysis of literature, it is clear that women'’s attitudes can influence their financial
retirement planning. This is in agreement with the results of this study, where it is evident
that affective attitude’'s was a factor which influenced women'’s perceptions of successful
financial retirement planning. It is thus important that women adopt a positive attitude
towards financial retirement planning to ensure they are comfortable and confident when
making financial retirement decisions. In an attempt to help women adopt positive attitudes

towards financial retirement planning, the following recommendations are made:

1. Become more comfortable when making retirement decisions. This can be achieved
through continuously engaging in financial retirement planning.

2. Consult with professionals, friends and family who have financial knowledge to
ensure sufficient information before investing for retirement. This will bring a degree
of safety to the investment.

3. Explore different retirement investment options in order to determine which
retirement option best suits future financial needs.

4. Ensure saving for retirement is started as early as possible.

5. Learn about the different retirement investment options as well as their tax
implications.

6. Avoid withdrawing retirement investments before maturity date.

7. Ensure that retirement investments are continuously revised and adjusted.
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8. Participate in retirement investment workshops and seminars to gain more financial
knowledge and understanding.

9. Accurately forecast financial needs during retirement to ensure sufficient money is
saved for retirement and to avoid running out of funds once retired.

10. Attempt to save at least 10% of the salary each month.

11. Stay in the working environment for as long as possible as ultimately money needs
to be earned in order to save.

12. Create financial goals to ensure the financial retirement plan is achievable.

13. Gain an understanding of the costs and benefits associated with each retirement
option.

14. Take inflation into consideration when planning for retirement.

15. Ensure the portfolio is diversified when investing for retirement to reduce the risk of

financial loss.

6.2.2 Personal Values

Personal values are the social principles, goals and standards that members of a culture
believe to have intrinsic worth (Hatch & Cunliffe, 2006). Subsequently, individual’'s personal

values serve as a guiding principle to individual’s lives (Schwartz, 1994).

The results of the ordinal logit regression analysis and Pearson’s product moment
correlation coefficient, reveal a significant relationship between personal values (the
extracted key variable) and women’s perceptions of successful financial retirement
planning. Thus, in line with the above definition of personal values, and in conjunction with
the questions which loaded highly with personal values, women whose personal values
guide them when planning for financial retirement, who’s families guide them when investing
for retirement and women who feel making retirement decisions are important, tend to be

more satisfied from the growth and income they receive from their retirement investments.

Previous research suggests that values may influence an individual’s financial goals (Giraldi
& lkeda, 2008). Consequently, an individual’'s values can influence financial retirement goals
which will ultimately affect their financial retirement planning process (Stawski, Hershey &
Jacobs-Lawson, 2007). In addition, many women are still under the impression that financial
retirement planning falls under the male domain (Stawski, Hershey & Jacobs-Lawson, 2007)
resulting in many women being of the belief that they do not need to actively partake in

financial retirement planning decisions.
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From the analysis of the data in this study personal values appears to be a factor that has
a positive influence on women'’s perceptions of successful financial retirement planning. It
is thus important that women consider personal values when planning for financial
retirement planning, so as to increase the likelihood of being satisfied with the growth
achieved from retirement investments. In an attempt to assist women to bare their personal
values in mind when planning for financial retirement, the following recommendations have

been made:

1. Take into account personal values when planning for financial retirement planning.
Subsequently, women should take into account their personal goals when planning
for financial retirement planning to increase the likelihood of women being satisfied
with their financial retirement growth.

2. Women should take into account their family values when planning for retirement.
For example, if a woman is a part of a culture whose children tend to financial care
for their parents once they have retired, then those individuals do not need to save
as much as those individuals who will be financially independent during retirement.

3. Women should ensure they are making financial retirement decisions which are in
line with what is personally important to them. Eg. having a big house to retire in or
having sufficient money to travel once retired.

4. Women need to understand the importance and necessity of financial retirement
planning to help ensure financial independence during retirement.

5. Make sure that financial retirement saving is in line with personal values.

6. Gain an understanding of different retirement investment options to ensure that the
financial retirement options chosen best suit personal values and future personal
goals.

7. Consult with family, friends and financial advisors when making financial retirement
decisions. This will assist with a broader financial retirement knowledge and
understanding.

8. Constantly alter financial retirement investments to suit changing personal financial

goals, personal values and personal needs.
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6.2.3 Time horizon Knowledge

The results from the ordinal logit regression analysis and the Pearson’s product moment
correlation coefficient reveal that a significant relationship between time horizon knowledge

and women'’s perceptions of successful financial retirement planning exists.

Previous research (Jaggia & Thosar, 2000) suggests that time horizon plays a significant
role in the financial retirement planning process. The common understanding surrounding
time horizon and financial retirement planning is that individuals need to start saving for
retirement as early as possible (Grace, Weaven & Ross, 2010). The earlier an individual

starts saving for retirement the greater their growth and income will be.

In addition, women tend to be more risk averse, tend to accumulate less income and tend
to live for longer compared to men (Rosenman & Scott, 2009: 287). In conjunction with the
above mentioned facts, failing to start retirement planning early enough can have major

financial consequences for many women.

Based on the data analysis in chapter 5, it was evident that time horizon knowledge is an
independent variable which influences women’s perceptions of successful financial
retirement planning. It is thus important that women take into consideration their time
horizon when planning for financial retirement planning so as to increase the likelihood of
being satisfied with the growth received from the retirement investment. In an attempt to
assist women such that time horizon knowledge is taken into consideration when planning

for financial retirement planning, the following recommendations are made.

1. Women should ensure that they start saving for retirement as early in their working
life-cycle as possible to ensure they accumulate sufficient retirement savings.

2. Women should consult a financial advisor to ensure they save adequately.

3. Women should ensure that the method in which they save for retirement corresponds
with their time horizon.

4. Women should take inflation into consideration when planning for the time horizon of
their financial retirement planning .

5. Women should take the impact of compound interest into consideration when
planning the time horizon of their retirement investment

6. Women should attempt to accurately determine the amount to save each month for

their given financial retirement investment time horizon and retirement goals.
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7. Women should ensure their investment vehicles are aligned with their time horizon.

6.2.4 Financial literacy

The results from the ordinal logit regression analysis and the Pearson’s product moment
correlation coefficient reveal no significant relationship between financial literacy and
women’s perception of successful financial retirement planning. However previous research
(Calcagno & Monticone, 2015; Grace, Weaven & Ross, 2010; Klapper & Panos, 2011;
Lusardi, 2006; Tomaskova, Mohelska & Nemcova, 2011) has suggested that financial
literacy does significantly influence an individual's ability to accumulate sufficient retirement
wealth. A common understanding for the above literature is that women should make a
concerted effort to ensure that they have adequate financial knowledge to ensure they make
affective retirement investment decisions (Calcagno & Monticone, 2015; Grace, Weaven &
Ross, 2010; Klapper & Panos, 2011; Lusardi, 2006; Tomaskova, Mohelska & Nemcova,
2011).

A possible justification as to why financial literacy does not significantly influence women’s
perception of successful financial retirement planning in this study could be due to a large
number of women participating in the study relying on professional help when planning for
retirement. According to literature, if individuals are unable or unwilling to take on the
complexities associated with financial retirement planning, they can seek the help of a
professional financial advisor (Hayhoe, 2001). Thus, having inefficient financial literacy is
acceptable as a professional who has the required financial literacy will be making financial
retirement decisions on a client’s behalf. In addition, the majority of the research conducted
on financial literacy and financial retirement planning focused on both males and females
(Grace, Weaven & Ross, 2010; Lusardi, 2006 and Klapper & Panos, 2011) while the current

study was concerned with women.

The above mentioned factors could explain why financial literacy had no significant influence
on women’s perceptions of successful financial retirement planning. Therefore, even though
there is no significant relationship between financial literacy and women’s perceptions of
successful financial retirement planning according to this study, it may still be important to

take financial literacy into account when making financial retirement decisions.
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6.2.5 Risktolerance

The results from the ordinal logit regression analysis and the Pearson’s product moment
correlation coefficient reveal no significant relationship between risk tolerance and women’s
perceptions of successful financial retirement planning. However, previous literature (Grace,
Weaven & Ross, 2010; Gilliam, Goetz & Hampton, 2008; Eckela & Grossman, 2002)
suggests that there is a significant relationship between risk tolerance and women’s financial
retirement planning. A common understanding taken from this literature is that women tend
to be more risk adverse and thus earn lower returns on their retirement investments

compared to those of men.

A possible justification as to why risk tolerance does not significantly influence women’s
perceptions of successful financial retirement planning in this study may be due to some
authors believing that passive investment earns greater returns over the long term as they
are subjected to less risk (Solnik & Mcleavey, 2009). In addition, many participants make
use of financial advisors who would ensure that when investing for retirement, a diversified
portfolio is developed to meet the individual’s future financial needs. Moreover, the majority
of the studies involving risk tolerance and financial retirement planning were not conducted

in South Africa (Grace, Weaven & Ross, 2010).

The above reasons may explain why risk tolerance had no significant influence on women’s
perceptions of successful financial retirement planning in this study. Even though there
appears to be no significant relationship between risk tolerance and financial literacy in the

study, women should still consider risk tolerance when financially planning for retirement.

6.2.6 Working life-cycle

The results from the ordinal logit regression analysis reveal no significant relationship
between working life-cycle and women’s perceptions of successful financial retirement
planning. However, previous research (Choi, Laibson, Madrian & Metrick, 2002; Jacobs-
Lawson, Hershey, & Neukam, 2004) suggests that a women'’s working life-cycle does have
a significant influence on financial retirement planning. From this it is apparent that money
needs to be earned in order to be saved for retirement. But women tend to have disjointed
working-life cycles due to child bearing and family responsibilities. This results in women

earning less than men and having shorter working life-cycles then men (Jacobs-Lawson,
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Hershey, & Neukam, 2004). These factors could thus influence women’s ability to

accumulate sufficient retirement wealth.

A justification as to why working life-cycles do not have a significant relationship in this study
may be due to the South African context of this study (Jacobs-Lawson, Hershey, & Neukam,
2004). In addition, previous research focused on men and women while the current study
focuses on women only. Despite working life-cycle not having a significant relationship on
women’s perceptions of successful financial retirement planning, women should still take

working life-cycle into account when financially planning for retirement.

6.2.7 Selected demographic variables

Previous research (Barns, 2006; Tannahill, 2014) suggests that age does have a significant
influence on making financial retirement decisions. But the results of the study are contrary
to this, revealing that all the demographic variables (age, marital status, education, ethnic
group and investment experience) have no significant influence on women’s perceptions of

successful financial retirement planning and on the independent variables.

A possible reason as to why age does not significantly influence women'’s perceptions of
successful financial retirement planning could be due to the majority of participants in the
study being older than 30 years of age. In addition, prior studies included both male and

female participants (Barns, 2006).

Previous research (Sung & Hanna,1996; Taylor, Kochhar, Fry, Velasco & Motel, 2011)
suggests that ethnic background plays a significant role in financial retirement planning with
white individuals tending to have more financial resources compared those of black
individuals (Taylor, Kochhar, Fry, Velasco & Motel, 2011). In addition, previous research
suggests that black, indian and coloured women have the lowest financial literacy rates
(Lusardi, 2008; Struwig, Robers & Gordan, 2012). In the current study, descriptive statistics
revealed that the majority of participants (72.3%) were white. The imbalance among the
ethnic groups in the study resulted in not all ethnic groups being equally represented. The
researcher is of the belief that this could be the reason why the statistical tests reveal that
ethnic group has no influence on the independent variables as well as women'’s perceptions

of successful financial retirement planning within the study.

According to literature marital status significantly influences women’s perceptions of

successful financial retirement planning (Scheresberg, Lusardi & Yakoboski, 2014; Theodos
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et al, 2014). Therefore, married women tend to be more financially literate compared to
single, widowed and divorced women. The descriptive statistics from the current study
reveals that the majority of participants were married (62.4%) therefore not all marital status
groups were adequately represented. This imbalance could be the reason why marital
status has no significant influence on the independent variables as well as women'’s

perceptions of successful financial retirement planning.

Education is a further factor that literature identifies as having a significant influence on
successful financial retirement planning (Mandell and Klein, 2009; Rooij, Lusardi & Alessie,
2011; Selnow, 2003), suggesting that women who are more educated are more likely to
financially plan for retirement than uneducated women. The current study does not find that
education is significant, but this could be due to the majority of prior studies not being
conducted in South Africa (Mandell and Klein, 2009; Rooij, Lusardi & Alessie, 2011; Selnow,
2003).

Lastly, according to literature, investment experience is said to have a significant
relationship with successful financial retirement planning (Grace, Weaven & Ross, 2010;
Graham, Stendardi & Myers, 2002; Lusardi & Mitchell, 2007). This indicates that women
who have more investment experience are more confident and comfortable wit making
retirement decisions. The majority of the participants (54.5%) in the current study made use
of afinancial professional when planning for retirement therefore the individual’'s investment
experience would not play a significant role in planning for financial retirement, as it would
possibly be a professional with the necessary investment experience that would be making

financial retirement decisions on the participant’s behalf.
6.3 A brief summary of the result found in the study of Doa (2014)

The present study was undertaken and based on recommendations for future research that
were provided in the study by Doa (2014). Despite the two studies focusing on different
financial investment areas, the researcher found it necessary to provide a brief summary of

the results found in Doa (2014).

The intention of the Doa (2014) study was to investigate the factors that influence women’s
perceptions of successful investment planning. The hypothesized model used by Doa

(2014) comprised of six independent variables, namely: values, time horizon, personal life-
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cycle, risk and returns, investment knowledge and attitudes. After employing a principle
component factor analysis, Doa (2014) presented a revised hypothesis model which
comprised of three key independent factors (investment knowledge, personal life cycle and
values). These key independent variables were said to have a significant influence on

women’s perceptions of successful investment planning.

After all the necessary statistical tests were conducted, the only factor found to have a
significant influence on women'’s perceptions of successful financial retirement planning was
investment knowledge. Lastly, much like the current study, the selected demographic
variables were found to have no significant influence on women'’s perceptions of successful

investment planning.

6.4 Summary

Based on the discussion above itwas found that affective attitudes, time horizon knowledge
and personal values are the only variables that influence women'’s perceptions of successful
financial retirement planning. It is thus vital that women adopt a positive attitude toward
financial retirement planning to help ensure they achieve their desired financial retirement
goals. Despite finding that the other independent variables (working life-cycle, risk tolerance
and financial literacy) are not significant, it is still important that women take these variables

into account when making financial retirement decisions.
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Chapter 7. Summary of the study, limitations of the study,
recommendations from future studies and concluding remarks

7.1 Introduction

Chapter 6 provides a discussion on the results of the study, while chapter 7 provides a
summary of the study as a whole. Firstly, a summary of the literature is provided, thereafter,
a summary of the results and hypotheses tested is addressed. In addition, a summary of
the objectives achieved in the study is presented. This is followed with a discussion on the
limitations that were present in the study. Lastly, recommendations for future research and

concluding remarks are presented.

7.2 Summary of the literature

Due to the major shift from defined benefit to defined contribution retirement plans, financial
retirement planning has become a complex endeavour (Neelakantan & Chang, 2010).
Individuals are also now faced with greater financial retirement planning responsibility
(Grace, Weaven & Ross, 2010). As a result, many individuals are unable to save sufficiently
for retirement (Jacobs-Lawson, Hershey & Neukam, 2004) and become reliant on family

and friends for financial support during their retirement years.

Financial retirement planning is important for ensuring sufficient retirement wealth is created
(Grace, Weaven & Ross, 2010:3), with even greater emphasis being placed on the
importance of financial retirement planning as the social security system is only for those

individuals in desperate financial need (O'Donovan, 2002).

According to literature (Grace, Weaven & Ross, 2010; Jacobs-Lawson, Hershey & Neukam,
2004) many women are unable to sufficiently plan for retirement due to women having
disjointed working life-cycle, lower financial literacy, lower income, and women'’s tending to
be more risk adverse (Bucher-Koenen & Lusardi, 2011; Grace, Weaven & Ross, 2010;
Jacobs-Lawson, Hershey & Neukam, 2004; Noone, Alpass and Stephens, 2010; Rosenman
& Scott, 2009). Despite the importance of financial retirement planning, the majority of
research conducted on financial retirement planning has focused specifically on males
(Dahl, Nilsen & Vaage, 2003:296; Sarath & Beal, 2002). Thus, due to the lack of research

specifically focusing on women’s perceptions of successful financial retirement planning,
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and specifically in the Eastern Cape region of South Africa, the primary objective of the
study was to investigate the independent variables which influence women’s perceptions of
successful financial retirement planning in Grahamstown. In an attempt to help achieve the

primary objective the following secondary objectives were developed:

« To understand the nature and importance of retirement planning.

« To embark on a detailed theoretical investigation into the factors which influence
women'’s perceptions of successful financial retirement planning.

* To create a hypothesised model to test the relationships between the independent
variables (working life cycle, risk tolerance, financial literacy, time horizon, values and
attitude) and the dependent variable (women'’s perceptions of successful retirement).

 To generate hypotheses to test the relationship between a set of selected demographic
variables (age, marital status, ethnic background and investment experience) on the
independent variables as well as the dependent variable.

e To determine the methodology to be used in the study.

» To make conclusions as well as recommendations based on the findings of the
investigation that would contribute to women’s retirement planning processes.

« To determine the suitability of the measuring instrument developed by Doa (2014).
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Table 7.1: Study objectives in the relevant chapters

Objectives

Secondary objective 1
« To understand the nature and importance of financial
retirement planning.
Secondary objective 2
» To embark on a detailed theoretical investigation into
the factors which influence women’s perceptions of
successful financial retirement planning.
Secondary objective 3
* To create a hypothesised model in order to test the
relationships between the independent variables
(working life cycle, risk tolerance, financial literacy, time
horizon, values and attitude) and the dependent
variable  (women’s  perceptions of successful
retirement).
Secondary objective 4
* To generate hypotheses to test the relationship between
a set of selected demographic variables (age, marital
status, ethnic background and investment experience)
on the independent variables as well as the dependent
variable.
Secondary objective 5
* To generate hypotheses to test the relationship between
a set of selected demographic variables (Age, marital
status, ethnic background and investment experience)
on the independent variables as well as the dependent
variable.
Secondary objective 6
* To determine the methodology to be used in the study
Secondary objective 7
» To make conclusions as well as recommendations based
on the findings of the investigation, in order to contribute to
women’s retirement planning process.
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7.3 Summary of the study

In order to gain insight into the women’s perceptions of successful financial retirement
planning a comprehensive literature review was conducted. This involved doing in-depth
research into the literature surrounding women’s perceptions of successful financial
retirement planning. The literature review was divided into two chapters, namely chapter 2

and chapter 3.

Chapter 2 introduced the broad concept of financial planning and thereafter introduced
financial retirement planning as a component of financial planning. A discussion involving
the shift from defined benefit to defined contribution retirement plans was incorporated into
chapter 2. In addition, the roles of financial advisors as well the disadvantages and
advantages of financial advisors were addressed. Lastly, the types of retirement planning

options and their tax implications was discussed.

Chapter 3 highlights the issues surrounding women and financial retirement planning. Three
relevant retirement planning models were identified and discussed. In addition, Chapter 3
identified and explored the independent variables which influence women’s perceptions of
successful financial retirement planning. An in-depth analysis of literature in chapter 2 and
chapter 3 revealed six independent variables which could possibly influence women’s
perceptions of successful retirement planning. Based on the in-depth analysis itwas evident

that the independent variables identified by Doa (2014) correlated with literature.

Chapter 4 addressed the research methodology and design which was used in the study.
In addition, two of the primary paradigms, namely phenomenological and positivistic
paradigms were discussed. However, for the purpose of this study a positivistic paradigm
was employed. The relevant data collection and analysis processes were addressed.
Chapter 5 followed with a presentation of the results obtained from the statistical tests
conducted in the study. Results revealed that the only factors having a significant
relationship with women’s perceptions of successful retirement planning are affective

attitudes, personal values and time horizon knowledge.
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7.4 Summary of results

Once the data had been collected, statistical analyses was performed such that the various
stated hypotheses could be tested. The results and a discussion of the number of statistical

tests performed on the data was presented in chapter 5.

A number of variance analyses tests were employed to determine relationships between
selected demographic variables and the independent variables as well as the dependent
variable. The results indicate that no significant relationship exists between the demographic
variables (age, marital status, education, ethnic background and investment experience)
and the independent (value, attitudes, time horizon, working life-cycle, risk tolerance and
financial literacy) variables as well as the dependent variable (women’s perception of
successful financial retirement planning). Descriptive statistics were also used to gain

insight into the background of the participants.

In order to extract the significant factors from the variables in the study a principle
component factor analysis was used. The significant factors associated with the dependent
variables then became the reformulated key independent variables in the study. These key
variables were used for all analysis that followed. A logit regression model and a Pearson’s
product moment correlation coefficient were then used. The results of these tests revealed
that affective attitudes, time horizon knowledge and personal values were the only
independent variables found to have a significant positive relationship with women’s

perceptions of successful financial retirement planning.

Based on the definition of affective attitudes, time horizon knowledge and personal values
provided in the previous chapters, it can be concluded that women who take more risks
when investing for retirement, start planning for retirement early, have an understanding of
the time horizon of investments, start saving for retirement early in their working life cycle
and who are more confident and comfortable with making financial retirement decisions
which are in line with their personal values, tend to be satisfied with the growth and income

they receive from their retirement investments.

75 Summary of hypotheses in the study

Based on the statistical analysis completed in chapter 5, a summary of the hypotheses

tested in the study is provided in tables 7.2 and 7.3. Based on the ordinal logit regression
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analysis, affective attitudes, time horizon knowledge and personal values are the only

variables to have a statistically significant relationship with women'’s perceptions of

successful financial retirement planning.

Table 7.2 Summary of acceptance and rejected hypotheses

Independent
variables

Financial literacy

Risk tolerance

Time horizon

knowledge

Personal Values
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Hypotheses tested

HO1: There is no relationship between
financial literacy and women’s perceptions

of successful financial retirement planning.

HAl: There

financial literacy and women’s perceptions

is a relationship between

of successful financial retirement planning.

HO2: There is no relationship between risk
tolerance and women’s perceptions of

successful financial retirement planning.

HA2: There is a relationship between risk
tolerance and women’s perceptions of

successful financial retirement planning.

HO3: There is no relationship between time
horizon and women’s perceptions of

successful financial retirement planning.

HA3: There is a relationship between time
horizon and women’s perceptions of

successful financial retirement planning

HO4: There is no relationship between

values and women’s perceptions of

successful financial retirement planning.

Acceptance / rejection of
hypotheses
From a review of the results
there is no statistically
significant relationship

between financial literacy and

women’s  perceptions  of
successful financial
retirement planning. Thus,

HO1 is accepted.

From a review of the results
there is no statistically
significant relationship

between risk tolerance and

women’s  perceptions  of
successful financial
retirement planning. Thus,

HO2 is accepted.

From a review ofthe results

there is a statistically
significant relationship
between time horizon
knowledge and women’s

perceptions of successful
financial retirement planning.
Thus, HO5 is rejected.

From a review of the results
there is a statistically
significant relationship
between personal values and

women’s  perceptions  of



Affective Attitudes

Working life-cycle

HA4: There

values

is a relationship between
and women’s perceptions of
successful financial retirement planning

HO5: There is no relationship between
attitudes and women’s perceptions of

successful financial retirement planning.

HAS5: There
attitudes and women’s perceptions of

is a relationship between
successful financial retirement planning

HO6: There is no relationship between
working life-cycle and women’s perceptions

of successful financial retirement planning.

HAG: There

working life-cycle and women’s perceptions

is a relationship between

of successful financial retirement planning

successful financial

retirement planning. Thus,
HO5 is rejected.

From a review of the results

there is a statistically
significant relationship
between attitudes and
women’'s  perceptions  of
successful financial
retirement planning. Thus,

HO5 is rejected.

From a review of the results
there is no statistically
significant relationship
between working life-cycle
and women'’s perceptions of
successful financial
retirement planning. Thus,

HO6 is accepted.

7.6 Summary of the relationship between selected demographic
variables on the independent and the dependent variable
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Demographic
variable

Age

Education

Ethnic group

Marital status
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Hypotheses

HOa: There is no relationship between age and
the independent variables as well as the
dependent variable (women’s perceptions of

successful financial retirement planning).

HAa: There is a relationship between age and
the independent variables as well as the
dependent variable (women’s perceptions of
successful financial retirement planning).

HOb:

education and the independent variables as

There is no relationship between

well as the dependent variable (women’s
perceptions of successful financial retirement

planning).

HAb: There is a relationship between education
and the independent variables as well as the
dependent variable (women’s perceptions of
successful financial retirement planning).

HOc: There is no relationship between ethnic
group and the independent variables as well as
the dependent variable (women’s perceptions

of successful financial retirement planning).

HAc: There is a relationship between ethnic
group and the independent variables as well as
the dependent variable (women’s perceptions
of successful financial retirement planning).

HOd: There is no relationship between marital
status and the independent variables as well as
the dependent variable (women’s perceptions

of successful financial retirement planning).

Acceptance/ rejection
of hypotheses
Statistical analysis
revealed there is no
significant relationship
between age and the
independent variables
as well as the
dependent  variable.
Thus, HOa is accepted.
Statistical analysis
revealed there is no
significant relationship
between education and
the independent
variables as well as the
dependent  variable.

Thus, HOb is accepted.

Statistical analyses

revealed there is no
significant relationship
between ethnic group
and the independent
variables as well as the
dependent  variable.
Thus, HOc is accepted.
Statistical analysis
revealed there is no
significant relationship
between marital status
and the independent

variables as well as the



HAd: There is a relationship between marital dependent  variable.
status and the independent variables as well as Thus, HOd is accepted.
the dependent variable (women’s perceptions
of successful financial retirement planning).
Investment HOe: There is no relationship between Statistical analysis
experience investment experience and the independent revealed there is no
variables as well as the dependent variable significant relationship
(women’s perceptions of successful financial between investment
retirement planning). experience and the
independent variables
HAe: There is a relationship between as  well as the
investment experience and the independent dependent variable.
variables as well as the dependent variable Thus, HOe is accepted.
(women’s perceptions of successful financial

retirement planning).

7.7 Limitations to the study

Several limitations were present within the study. These limitations should be considered

when looking at the study.

In order to successfully complete an exploratory factor analysis for a forty item scale, a
sample of approximately 200 to 400 participants is necessary (De Vellis, 1991). With the
use of convenience and snowballing techniques a sample size greater than 200 seemed
attainable but due to a number of individuals being unwilling to participate, a sample size of
101 was achieved. This limitation may impact on the reliability of the instrument. Non-
participation bias may also exist in the results of the study due to the participation rate being

101.

Based on an in-depth literature study six independent variables were identified and included
in the study. These being working life-cycle, risk tolerance, financial literacy, values,
attitudes and time horizon. It is important to note that there may be other variables which
were not included in the study but may influence women’s perceptions of successful

financial retirement planning.

Much like the study by Doa (2014), the majority of the participants were white (72.3%) with

only a small group of participants being from other ethnic backgrounds. There was thus an
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imbalance in the groups falling within the ethnic background category. Consequently, the

results within the study may be homogeneous in nature.

This study focussed on women and their individual retirement investments and did not take
cognisance of the possibility that the participants would make use of joint retirement

planning with their spouses.

A further limitation is that the degree of satisfaction did not take into account whether the
participant was satisfied with the contribution being made to their retirement investments.
The data collected is thus limited due to each participant’'s income (income earned) not

being ascertained.

The survey used in this study was based on the survey designed by Doa (2014), the
researcher acknowledges that there may exist flaws in the accuracy of this instrument and

is of the opinion that this might affect the results obtained.

Despite the above limitations, the researcher is of the opinion that the study still provides

insightful knowledge into women and financial retirement planning.
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7.8 Recommendations for future research

Due to the small sample size, a similar study could be conducted with a larger sample size

in order to determine whether the outcomes are the same.

Valuable knowledge may be gained if this study is extended to different geographical
locations in South Africa. It would be extremely insightful to evaluate if results differ across

various geographical locations in South Africa.

Furthermore, as mentioned in chapter 2, financial planning consists of a number of
components. It would be insightful to extend the study to other areas of financial planning

such as estate planning and investment planning.

Research focusing on males and financial retirement planning has been extensively
covered, however very little attention has focused on females or couples planning for
financial retirement planning (Hurd, 1990:231). Since women and financial retirement
planning has been covered in the study, it would be beneficial for future financial retirement

planning studies if focus was placed on couples financial retirement planning.

Due to the lack of research based on the context of black wealth and investing in livestock

in South Africa, there exists potential for further investigation in this area.

Due to the flawed research instrument (model) implemented into this study, a
recommendation for future research would be to implement the same study using a valid,

reliable and tested research instrument.

Lastly, future research should investigate the types of retirement options such as
alternatives, annuities, provident funds and pension funds. Due to the model which was

used in the study the above pension plans were not included.

7.9 Contribution of the study

Financial retirement planning is a vital component to ensure sufficient retirement wealth is
created. Many individuals and women in particular are failing to adequately plan and save
for retirement. In addition, the majority of previous research focussing on financial retirement
planning has not focused on women specifically and has not been conducted in South
Africa. Thus, the focus of this study was women and their financial retirement planning. By

investigating women’s perceptions of successful financial retirement planning, this study
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has added to the gap in the body of knowledge focusing on financial retirement planning.
Due to the lack of research focusing on women and financial retirement planning,
specifically in South Africa and the Eastern Cape, this study provides valuable knowledge
and insight. The recommendations provided can also assist women when making financial

retirement decisions.

7.10 Concluding remarks

Financial retirement planning is an important process for ensuring sufficient wealth being
created for retirement. With the major shift being from defined benefit plans to defined
contributions plans, greater responsibility has been placed on the individual to effectively
plan for retirement on the individual. As a result of the above mentioned shift many
individuals, and women in particular, fail to adequately plan and save for retirement. It is

thus important that women actively engage in financial retirement planning.

The results of the study have provided some interesting findings. According to the statistical
tests conducted, attitudes were the only independent variable that has a significant positive
linear relationship with women’s perceptions of financial retirement planning. It is thus vital
that women actively partake in financial retirement decisions in order to gain confidence
when making financial retirement decisions. Despite the other independent variables not
being significant, according to literature it is still vital that women take these variables or

factors into consideration when making financial retirement decisions.
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Appendices

Appendix A: Cover letter.
Women'’s perceptions of successful

retirement planning

RHODES UNIVERSITY

Where leaders learn

Dear participants, you are invited to participate in a research study for a Master’'s Degree

entitled "Women'’s perceptions of successful financial retirement planning.”

Previous evidence has indicated that women tend to be less financial prepared for
retirement due to a number of factors influencing women'’s retirement planning process.
Moreover, there is limited research focusing on women’s perceptions of successful

retirement planning in South Africa.

The purpose of this study will be to explore the factors which influence women'’s perceptions
of successful financial retirement planning in Grahamstown. The study will enable
conclusions as well as recommendations regarding women and financial retirement

planning to be made. Thus, assisting women with their financial retirement planning.

Provided you are willing to participate, please complete the attached survey. The first set of
guestions relates to demographic factors which are said to influence financial retirement

planning. The next set of questions relate to six variables which have been identified to
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influence financial retirement planning. The main focus of this study is perceptions, it is thus

important to note that there is not right of wrong answer.
The survey should take approximately 15 - 20 minutes to complete.

It is important to highlight that even though no confidential information will be required, the
responses will remain confidential and completely anonymous. In addition, your participation

in this study is completely voluntary.

Thank you for your willingness to participate.

Kind regards

Meghan Durrheim

(Researcher)
C. Grobler T. Ndoro
(Supervisor) (Supervisor)
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Appendix B: Survey

Section A: Demographic information

Please indicate your response by marking the appropriate numbered block for the following

guestions.

1. Please indicate your current age:
< 20 years
20-29 years
30-39 years
40-50 years
50-59 years

o g A~ W N R

>60 years

2. Please indicate your ethnic background:
White
Black
Asian
Coloured

Indian

o g oA~ W N R

Other (please specify )

3. Please indicate your current marital status:
Single
Partnership
Married
Separated

Divorced

o g oA W N R

Widowed

4. Please indicate your highest qualification obtained:
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Grade 12

Diploma

Bachelor Degree
Postgraduate Degree

Other (please specify)

5. Please indicate your current employment status:
Full time
Part time
Homemaker
Unemployed
Student

Other (Please specify)

6. Please indicate your retirement investment experience:
No experience
< lyear
1-5 years
6-10 years

>10 years

7. Please indicate your involvement retirement planning:
I make retirement decisions myself
I make retirement decisions through an investment club
I make retirement decisions with the help of a professional

I make retirement decisions with the help of my partner/friend/family

Section B: Engagement in investment planning
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1 Please indicate the problems faced that you faced in doing retirement planning ( you
may indicate more than one option):

Limited financial recourse

Limited investment knowledge

Finding the answer/getting the information and help

Lack of time to invest for retirement

Fear of making retirement decisions

Volatility of financial markets and economic cycles

Procrastination

o N O o b~ W N

Other (Please specify)

2. Please indicate from which media source you obtained information on your current
retirement investment:

Television

Internet website

Financial news/magazines

Seminars, conferences ad workshops

From partner/friend/family

From investment professional

Other (Please specify)

3. Please indicate your retirement investment horizon (length of your current retirement

investment):
1-5 years 1
6-10 years 2
>10 years 3
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Section C: Women'’s perceptions of successful financial retirement planning

Statements which influence
women's perceptions of
successful financial retirement

planning

1 I am satisfied with the growth of my
retirement investments

2 | am satisfied with the income | will
receive from my retirement
investments

3 The growth of my retirement
investment will exceed inflation (the
general increase in the price of goods)

4 The returns/income from my
retirement investments will give me
financial independence

5 lam in control of my retirement
matters because | am investing for
retirement

6 lam able to plan for my future
retirement needs though engaging in

investment planning
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10

11

12

13

14

15

16

17

18

19

I am able to achieve my retirement
goals by investing

My personal values often guide me
when investing for retirement

My family values often guide me
when investing for retirement

My religious values often guide me
when investing for retirement

My ethical values often guide me
when investing for retirement

I only make retirement investments
that are aligned with my personal
values

Making retirement investments is
important

lam comfortable making retirement
decisions

lam confident making retirement
decisions

| can create retirement wealth
through investing

Ifind it easy making retirement
decisions

| like making retirement investments
Women make better investment

decisions than men
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20

21

22

23

24

25

26

27

28

| like to take risks when investing for
retirement

It is necessary to start investing for
retirement as early as possible

| prefer to make retirement
investments with the time horizon
(Length) of less than 5 years

| prefer to make retirement
investments with the time horizon
(length) of less than 10 years

| prefer to make retirement
investments with the time horizon
(length) of more than 10 years

I consider my retirement goals when
choosing the time horizon (length) of
my investment

I consider the ease with which | can
covert my retirement investment into
cash when choosing the time horizon
(length) of my retirement investment
The closer I getto retirement the less
risky my investment will be

My retirement needs change as |
move through the different working

stages of my life
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29

30

31

32

33

34

35

36

Different age groups have different
retirement goals

I know who will be able to assist me in
making retirement decisions

My income influences how linvest for
retirement

My income influences how much I can
investment for retirement

Women tend to have disjointed
working careers due to family
responsibilities

lam aware of the different types of
financial risks associated with
retirement investments (ie. market
risks, business risks, investment risks,
inflation risks and liquidity risks)

I am aware that risk and return is
positively correlated. In other words,
the higher the risk the higher the
return

lam aware of my retirement
investment risk (risk related to each of

my retirement investment vehicles)
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Appendix C Breakdown of the questions within the survey.

Women'’s perceptions of successful retirement planning (section B, Question 1-7)

1. lam satisfied the growth of my retirement investments

2. |l am satisfied with the income | will receive from my retirement investments

3. The growth of my retirement investment will exceed inflation ( the general increase
in the price of goods)

4. The returns/income from my retirement investments will give me financial
independence

5. lam in control of my retirement matters because | am investment for retirement

6. | am able to plain for my future retirement need though engaging in investment
planning

7. lam able to achieve my retirement goals by investing

Values (Section B, question 8-13)

My personal values often guide me when investing for retirement
My family values often guide me when investing for retirement
My religious values often guide me when investment for retirement

My ethical values often guide me when investing for retirement

o w N op

I only make retirement investments that are aligned with my personal values
6. Making retirement investments is important

Attitudes (Section B, question 14-21)

| am confortable making retirement decisions

I am confident making retirement decisions

| can create retirement wealth through investing
I find it easy making retirement decisions

| like making retirement investments

Women make better investment decisions than men

N o o &~ v DN p

| like to take risks when investing for retirement
8. It is necessary to start investing for retirement as early as possible

Time horizon (section B, question 22-29)
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| prefer to make retirement investments with the time horizon (Length) of less than
5 years

| prefer to make retirement investments with the time horizon (length) less than 10
years

| prefer to make retirement investments with the time horizon (length) of more than
10 years

| consider the time horizon (length) of investment vehicles when investing for
retirement

| consider my retirement goals when choosing the time horizon (length) *

| consider the ease with which | can covert my retirement investment into cash when
choosing the time horizon (length) of my retirement investment

I know the time horizon (length) of each of my retirement investments

The closer | get to retirement the less risky my investment will be.

Working life-cycle (Section B, question 30-35)

My retirement needs change as | move through the different stages of my life
Different age groups have different retirement goals

My income influences how | invest for retirement

My income influences how much | can investment for retirement

Women tend to have disjointed working careers due to family responsibilities

Risk tolerance (Section B, question 36-41)

1

I am aware of the different types of financial risks associated with retirement
investments ( ie. Market risks, business risk, investment risk, inflation risk and
liquidity risk )

I am aware that risk and return is positively correlated. In other words, the higher the
risk the higher the return

| am aware of my retirement investment risk (risk related to each of my retirement
investment vehicles)

| am aware that | need to take more retirement investment risks if | want a higher

return
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5. | consider the financial risks when choosing the time horizon (length) of my
investments
6. | consider the returns when choosing the time horizon (length) of my retirement

investments

Financial literacy (Section B, question 42-48)

1. I have knowledge about different retirement investment opportunities

2. | have knowledge about the time horizon (length) of different retirement investment
vehicles

3. I know who will be able to assist me when making retirement decisions

4. 1know the cost implications (ie tax or fee payable) of different retirement investment
vehicles/opportunities

5. lgather information regarding retirement investment vehicles/opportunities

6. My retirement investment decisions are based on retirement knowledge

7. My financial retirement decisions are based on past investment experiences
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Appendix D: Reference for Ordinal Logit regression analysis

controlling for demographics.

Dependent Variable:

Parameter

Intercept

[Age=2]

[Age=3]

[Age=4]

[Age=5]

[Age=6]
[ethnic=1]
[ethnic=2]
[ethnic=4]
[ethnic=5]
[marital=1]
[marital=2]
[marital=3]
[marital=5]
[marital=6]
[qualif=1]
[qualif=2]
[qualif=3]
[qualif=4]
[qualif=5]
[employstatus=1]
[employstatus=2]
[employstatus=3]
[employstatus=4]
[employstatus=>5]
values2
attitudes1

timeh1

riskT

a. This parameter is set to zero because it is redundant.
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perception

.335
452
.162
.138
-.108
Oa
-.393
-.735
-.465
Oa
-.236
-.395
-475
-1.111
Oa
.539
.549
317
.093
Oa
-.026
.509
.240
.099
Oa
271
.509
.297
-.088

Parameter Estimates

Std. Error
1.488
.634
.606
.593
.610

.728
757
775

1.193
1.163
1.170
1.222

754
.746
.764
.753

.758
.849
871
.896

.091
.088
.089
.097

.225
.713
.267
.234
-177

-.539
-971
-.601

-.198
-.340
-.406
-.909

715
.736
415
124

-.035
.600
.275
.110

2.977
5.748
3.355

-.903

Sig.

.823
478
.790
.816
.860

591
.335
.550

.844
.735
.686
.366

AT7
464
.679
.902

972
551
.784
.913

.004
.000
.001
.369

95% Confidence Interval

Lower Bound
-2.628
-.811
-1.044
-1.042
-1.323

-1.842
-2.243
-2.007

-2.612
-2.710
-2.805
-3.545

-.963
-.937
-1.204
-1.407

-1.535
-1.182
-1.494
-1.686

.090
.332
A21
-.281

Upper Bound
3.298
1.715
1.367
1.319
1.107

1.057
773
1.077

2.140
1.920
1.855
1.322

2.041
2.035
1.839
1.593

1.482
2.200
1.973
1.884

451
.685
A74
.105



Appendix E: Ethics Clearance

RHODES UNIVERSITY

Grahamstoiou = 6 140* South Africa

DEPARTMENT OF MANAGEMENT e Tel: (046) 603 8246 ¢ e-mail: t.amos@ru.ac.za

20 January 2017

98 Chelsea Drive
Durban North
4051

Dear Meghan

We are pleased to inform you that your ethics approval application, entitled “Women’s
perceptions of retirement planning” has been approved by the Department of Management’s
Research Ethics Committee.

Sincerely

Mr TL Amos
Chair
Department of Management Research Ethics Committee

_drM J
Member
Department of Management Research Ethics Committee
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